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Abstract 
The Swedish saw milling industry is operating in an increasingly competitive environment, 
enhanced by increased production from low-cost countries, substitute products in key 
markets, new and stricter demands on specifications from buyers, and demands on 
distribution solutions from consolidating Builder’s merchants and DIY segments. Various 
consultant and governmental agency reports have stated that the traditionally production 
oriented industry has to become more market oriented and increasingly supply value-
added products to maintain profitability. The revised Swedish Building Codes (BBR), and 
the introduction of an industrialized housing concept have been advocated as 
opportunities for wood in general, and the saw milling industry in particular. 

Against this background the thesis aims at describing the structure and developments in the 
solid wood value chain, describing and analyzing presently applied dominant Swedish saw 
milling strategies, and analyzing the potential role of the saw milling industry as supplier in 
an industrialized housing concept. An archival study approach describing the solid wood 
value chain, and a multiple case study of eight large saw milling companies in Sweden, are 
employed.  

A result of the study is a rich and detailed description of the various actors in the solid 
wood value chain, including a flowchart illustrating the present production and 
consumption of sawn timber products. The analysis indicates that the formerly fairly strict 
division between actors is loosening, as a result of value-adding activities and increased 
vertical integration. 

From the description and analysis of dominant saw milling strategies, it is shown that 
increased market sensing and customer linking activities are evident among the companies, 
as they, move to local sales presence in key market segments, set-up of distribution centres 
meeting customer demands of product range width and timely deliveries, engagement 
with customers in product development, and initiate internal projects of benchmarking 
with competitors. The analysis concludes that the saw milling companies are becoming 
more market oriented in their approach to strategy. The results indicate that the former 
map of strategic groups, based on relation to ownership and access to raw material is 
becoming obsolete. Instead, a map of strategic groups based on portfolio of market 
opportunities and size is presented. 

Regarding the potential of saw milling companies in an industrialized housing concept the 
analysis shows that there is a difference between the potential, i.e., ability, and the 
probability, i.e., likeliness of the case companies as suppliers in an industrialized housing. All 
case companies exhibit the potential in becoming suppliers, but of different degrees. That is, 
to what degree the production and product range meet the specific demands from an 
industrialized housing. The relation indicates that: 

1) demands of standardization of products are met by volume and flexibility in sawn 
timber production 2) responsibility in product development and prefabrication are met by 
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production of building components and systems, and 3) engagement in the construction 
process is met by vertical integration into the construction industry. 

It is further advocated that the probability depends on the product market strategies of the 
companies, related to the market segmentation and present involvement in and 
competence of the construction process.  

Companies with the highest probability are termed first wave companies in the study. 
These companies, already active in the construction industry, enhance the development in 
the short-run. For the concept to gain further momentum, it is concluded in the study 
that a second wave of companies has to emerge.  

Key words: Saw milling, value chain, industrialized housing, strategy, strategic groups, 
market orientation.   
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Sammanfattning 
Den svenska sågverksindustrin utsätts för en allt ökande konkurrens. Denna kommer bland 
annat av en ökad produktion från lågkostnadsländer, substitutprodukter i viktiga 
marknadssegment, nya och stramare specifikationer från köpare, och ökade krav på 
distributionslösningar från de konsoliderande byggmaterial-, och GDS-segmenten. Olika 
konsult- och myndighetsrapporter har framfört att den traditionellt produktionsorienterade 
industrin måste bli mer marknadsorienterad och öka vidareförädling för att vidmakthålla 
lönsamheten. De reviderade svenska byggreglerna (BBR), och ett ökat intresse av 
industrialiserat husbyggande har angivits som möjligheter för trä generellt och 
sågverksindustrin i synnerhet.  

Mot denna bakgrund syftar avhandlingen till att beskriva strukturen och utvecklingen av 
trävärdekedjan, beskriva och analysera dominerande svenska sågverksstrategier av idag, och 
att analysera sågverksindustrins potentiella roll i ett industrialiserat husbyggande. Studien 
har genomförts som en flerfallsstudie i kombination med en litteraturgenomgång.  

Ett av resultaten av studien är en omfattande och detaljerad beskrivning av de ingående 
aktörerna i trävärdekedjan, inkluderande en flödeskarta med nuvarande produktion och 
förbrukning av sågade trävaror. Analysen indikerar att den tidigare tydliga uppdelningen 
mellan olika aktörer i kedjan håller på att förändras, som ett resultat av ökad 
vidareförädling och vertikal integration. 

Beskrivningen och analysen av dominerande sågverksstrategier, visar att företagen i ökad 
omfattning riktar sig mot marknaden och kunder, bland annat genom lokal 
marknadsnärvaro på viktiga markandssegment, införandet av distributionscentraler för att 
uppnå bredare produktportföljer och förbättrade leveranser, produktutveckling tillsammans 
med kunder, och interna bench-marking projekt. Analysen visar att sågverksföretagen har 
en tydlig marknadsorientering i sina strategier. Resultaten indikerar att den tidigare kartan 
över strategiska grupper, där dessa baserades på ägarkoppling och råvarusituation är 
förlegad. Istället presenteras en karta över strategiska grupper som bygger på bredden i 
marknadssegmenteringen och storlek.  

Avseende potentialen för sågverksföretagen i ett industrialiserat husbyggande, visar 
analysen att det är en skillnad mellan potentialen, d.v.s. förmågan, och sannolikheten d.v.s. 
hur troligt, av företagen som leverantörer. Alla ingående företag uppvisar en potential av 
att kunna bli leverantörer, men i olika grad. Det vill säga i vilken grad företagens 
produktionsprocesser och produktutbud överensstämmer med kraven från ett 
industrialiserat husbyggande. Relationen mellan dessa visar att: 

1) krav på standardiserade produkter möts av volym och flexibilitet i produktionen, 2) krav 
på ökat engagemang i produktutveckling och prefabricering möts av byggkomponenter 
och byggsystem, och 3) krav på ökat engagemang i byggprocessen möts av vertikal 
integration.  
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Vidare framförs att sannolikheten beror på företagens vidareförädlingsstrategier, relaterat till 
markandssegmentering och nuvarande koppling till och kompetens i byggprocessen. 

Företag med den högsta sannolikheten benämns i studien som ”första vågens” företag. Dessa 
företag är redan engagerade direkt i byggindustrin, och förstärker utvecklingen av ett 
industrialiserat husbyggande i det korta perspektivet. För att utvecklingen skall få riktig 
kraft, fastslås att en ”andra vågens” företag måste komma med.  

Nyckelord: Sågverk, vidareförädling, industrialiserat husbyggande, strategi, strategiska 
grupper, marknadsorientering.  
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1. Introduction 
This chapter will present and define some fundamental prerequisites affecting the Swedish saw milling 
industry from both a historical and present perspective leading to the purpose of the thesis and the 
research questions. Furthermore, the solid wood value chain, as one of five value chains in the forest 
based industry sector, will be introduced and defined. The demarcations and the design and reading 
guide will end the chapter.

1.1 The solid wood value chain, its actors and uncertainties 
The Swedish saw milling industry operates in what is generally described as the solid wood 
value chain (SIND, 1980; Elowsson, 1984; Lönner 1985, Nutek, 1992; Vinnova 2002; 
2004; Näringsdepartementet, 2004). It constitutes actors involved in the value 
transformation of trees from the forests into solid wood products, e.g. sawn timber, used 
by the professional construction market and private consumer goods market, figure 1-1. 

Forest 

Agent 

Private 
consumer 

market 

Builders 
merchants 

Industrial. 
end-user 

Sawmill 
DIY 

Export 

Professional 
Construction 

Market 

Retailer 

Figure 1-1: The Swedish solid wood value chain 

The forest is the supplier of raw material, saw logs, to be used in the subsequent steps. The 
raw material from the forests can be used either in the solid wood supply chain, the wood 
chemical supply chain, i.e., pulp and paper, or the fuel wood supply chain, i.e., bio 
energy.  

The sawmill is the primary actor transforming the conical saw log to a squared board.  

The products from the saw mill then goes to either the Industrial end-users, any of the 
distribution segments, Retailer, Builder’s merchants/ DIY (Do-It-Yourself) or directly to the 
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professional or private end-users. Typical for the Swedish solid wood value chain is the high 
share of products from the saw mills entering the international markets, in the figure 
exhibited as Export.

Traditionally, a number of intermediaries (agents) have been involved in the distribution, 
especially to the export markets. 

Figure 1-1 exhibits the flow of physical products but there are also a flow of information 
interacting in the development of the roles and positions of the actors. This flow of 
information is two-way, i.e., both down-, and up-stream and is of various dimension and 
rate affecting the lay-out of the value chain (Lönner, 1985; Vinnova, 2002; Fredriksson, 
2003). In a perfect world, information and products coincide with each other creating a 
value chain with very little waste which could happen if there were only one company in 
the value chain and with the possibility to optimise input with output without any 
external or internal uncertainties. The saw milling industry, being the first tier in the value 
chain after the actor forest, is affected by a number of uncertainties when trying to optimize 
the full value chain from input to the final end-consumer under norms of industry forces. 
On top of external uncertainties such as economic development in nations, demographic 
changes etc. outside the scope of a firm, official studies and reports regarding the Swedish 
saw milling industry has agreed on that dominant external and internal uncertainties are 
related to raw material, production processes, and changing market behaviours. These studies have 
concluded that, historically the sawmilling industry has focused on the uncertainties related 
to raw material and sawmilling process and with fairly little attention has been placed on 
the market conditions and customer demands, which instead have been left for agents, and 
importers/retailers to handle (SIND, 1980; Nutek, 1992; Vinnova, 2001a; 2002).  

1.2 Uncertainties affecting structure and strategies in the saw milling 
industry

Raw material 
All industries are dependent on supply of raw material for their further processing. The 
specificity regarding the raw material supply of the saw milling industry relates to factors 
such as:  

Wood properties A tree is a biological material, and its properties are for example 
affected by genotype, soil conditions at location, climate, animal / 
insect attacks and prevailing forest management regimes of different 
forest owners (cf. Trätek, 2000).  

 It is difficult to accurately determine the interior wood properties of a 
tree stem, and even more so when trying to determine the properties 
of the sawn timber by scanning and measuring the stem (cf. Jäppinen, 
2000). 

Availability For a saw milling company, the combination of raw material costs 
(harvesting and transportation) and demand from competing saw mills 



Chapter 1 – Introduction 

___________________________________________________________ 
3

as well as from other wood consuming industries puts a strain on 
availability (cf. SIND, 1980; Nutek, 1992). 

Forest ownership The Swedish forests have a high share of private owners, which have 
vastly different goals with their ownership (cf. Lönnstedt, 1985)  

Logistics Technological development in machinery, competence of personnel, 
transportation within forests and from forests to sawmill has changed 
dramatically over the past 30-40 years. 

Saw milling production processes 
The issue relates to the process of managing input raw material yielding an output to meet 
the demands from buyers. This has been the core issue for the Swedish saw milling 
industry but there are a number of uncertainties that has to be tackled: 

Raw material The issue of accurately determine wood properties before the 
breaking-down of the log.  

 The high share of raw material cost of the total production cost has 
meant a focus on volume yield. 

 The seasonal fluctuations of raw material availability. 

Production Difficulty to link customer demands in terms of wood properties with 
actual wood properties of the incoming raw material.  

 Turning a cylindrically shaped tree stem into squared sawn timber. 

Products The heterogeneity of raw material in combination with the high cost 
share, results in a divergent flow of products. The output is of 
demanded, consequence and by-products that all needs to be off-set to 
maintain profitability. 

 Product classifications are standardized leading to easily imitated 
products and production processes.  

Organization Configuration of organization has traditionally been production-
oriented and centralised with a high share of formal decision-making. 
In an increasingly changing environment traditional configurations are 
not reactive enough.  

 A mature, base industry perceived as low-tech, which has had 
difficulties in attracting well-educated personnel. 

 A fragmented industry structure, with recently lower profits, makes it 
difficult to attract financing for needed investments. 

Market and customer behaviour 
Traditionally, the marketing channels of products from the Swedish sawmilling industry 
has been through a number of intermediaries, which in many cases have blocked feed-
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back of product demands (cf. SIND, 1980; Lönner, 1985; Nutek, 1992). The possibility to 
meet changing demands from customers with further processing or other services has been 
limited.  

Uncertainties regarding market and customer behaviour are: 

Markets Traditionally, markets could be divided into pine and spruce 
consuming markets but this is somewhat breaking up.  

 Differences in national regulations and standards between markets. 

 Exchange rate differences. 

 The large number of wood consuming companies in each market. 

Segments Historically, fragmented and heterogeneous segments and customers 
within segments, but with growing consolidation in specific segments 
such as the distribution segments. 

 In general price-driven segments.  

Distribution The distance between Swedish suppliers and international customers, 
relative domestic suppliers. 

 Cost of transportation of total product cost dependent on type of 
transportation method. 

Being export-oriented, the Swedish solid wood value chain, and particularly the saw 
milling industry are affected by changes in the international arena.  

The European context 
The European forest-based sector is multifunctional providing a range of materials and 
products, energy, recreational activities and other services based on a renewable resource, 
the forest. The notion of the forest as a renewable resource has become increasingly 
important in today’s society, where goods and services should provide economic, 
environmental and social benefit on a sustainable basis not diminishing the possibilities of 
future generations needs (cf. The World Commission on Environment and Development, 
1987). The European forest-based sector utilizes a renewable resource producing 
recyclable and reusable products along its five major value chains:  services and non-wood 
products from the forests, products from the solid wood value chain, products from the 
paper chain, the bio-energy and the wood-based chemicals chain. The sector is a major 
contributor in Europe with an annual production in EU-251 of 550-600 billion Euro 
accounting for approximately 8 % of the total value added in the manufacturing industry 
in the EU and additionally providing three to four million jobs to a large extent in rural 
areas and in SME’s (Eurostat, 2004).  

1 Austria, Belgium, Bulgaria, Cyprus, Czech Republic, Denmark, Estonia, Finland, France, Germany, Great 
Britain, Greece, Hungary, Ireland, Italy, Latvia Lithuania, Luxembourg, the Netherlands, Poland, Portugal, 
Romania, Slovakia, Slovenia, Spain, Sweden.
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The solid wood value chain, including manufacturers in the saw milling industry as well as 
the wood working industry, accounts for a large share of the contribution from the 
European forest-based sector with a total turnover of 148 billion Euro (approximately 
1 350 billion SEK) and 1.6 million employees (Cei-Bois, 2004). The solid wood value 
chain is a large supplier of products and services for the European construction industry, 
approximately 70 % of total sawn timber production either directly as sawn timber or 
indirectly as further processed wood based products are for constructional purposes (SIND, 
1980; Vinnova, 2001a; 2004; Näringsdepartementet, 2004; Cei-Bois 2004). The European 
house building sector, as part of the overall construction industry, produces about 1.7 
million apartments per annum integrating a number of value chains in the erection of 
buildings. The house building sector is affected by the present debate around economic, 
environmental and social sustainability in the society and is discussing and evaluating 
technological changes in supply and production methods (SOU, 2002; Vinnova, 2004; 
Näringsdepartementet, 2004). Historically, the configuration of the construction process 
has been a supply chain with individual actors optimizing their production and supply, not 
optimizing the total supply chain value (Nordstrand, 2000; Naim and Barlow, 2003). At 
present though, there is an increasing focus on total supply chain value emphasizing 
different vertical co-operation philosophies such as partnering, and lean and agile 
production mainly from the manufacturing industry especially the automotive industry. 
The concepts of lean and agile production into the house-building industry may be 
appropriate since the house as a system has a high modularity, thus can be disaggregated 
into core elements or modules, the foundation, the shell, the roof and the fit-out and 
services and that each of these elements comprises a number of components. The house-
construction process divided into activities requires the integration of these elements and 
components from the actors in the supply chain, i.e., the developer, the builder, the 
contractors and the suppliers e.g. solid wood products.  

In the end of 1980’s, the European Union published the Construction Products Directive 
(Official Journal of European Union, 1989) aiming to ensuring that all construction 
products are fit for their intended use by requiring that they allow construction works to 
satisfy six essential requirements during an economically reasonable working life. These 
requirements have been translated into performance characteristics and factory production 
control methods laid down in harmonised European standards (EN) or in European 
Technical Approvals (ETA) allowing each member state to formulate their requirements 
on construction products and the National Building Codes.  

The Swedish context 
The Swedish sawmilling industry is part of the domestic solid wood value chain as well as 
the European solid wood value chain thanks to the abundance of raw material and the 
historically high demand of sawn timber from European countries. The Swedish saw 
milling industry has been, and still is, a big contributor to the Swedish economy with a 
turnover of approximately 30 billion SEK and an export of 22 billion SEK (SCB, 2004). 
As in Europe, the dominant end-consumer of sawn timber products in Sweden is the 
construction industry but with a number of intermediate actors along the solid wood value 
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chain further processing the sawn timber to a final product (figure 1-1). Up until 1995 
there have been limitations on the usage of wood products in the construction industry 
constraining the development, both of product and market, of the solid wood value chain. 
The fire regulations stipulating that wood were not to be used in housing structures higher 
than 2 stories were taken away in the revised National Building Codes in 1995 
(Näringsdepartementet, 2004), making it possible for actors in the solid wood value chain 
to compete on even terms with substitute products in the housing construction market in 
Sweden. The combination of the structural and production method changes taking place 
in the construction industry poses a major opportunity for wood as a structural member in 
the production of components and modularised elements for the house-construction 
industry. This emergent possibility has been the basis for conducting studies of the 
opportunities for the wood-based manufacturing industry creating value further down the 
solid wood value chain (Vinnova, 2002; 2004, Näringsdepartementet, 2004; Cei-Bois, 
2004). The backing idea is that wood based products show properties suitable for an 
industrialization of the housing construction and thus a regeneration of the construction 
process.

1.3 Research aim and purposes 
The aim with this study is to increase the knowledge of the Swedish saw milling industry 
and the solid wood value chain. The aim sets the outer boundaries of the research and 
should be seen in the light of the professional background of the researcher, the research 
environment in Luleå focusing on wood as a construction material, and the study being 
part of the R&D program “Wood Works”. The main purpose of Wood Works is to 
enhance the integration of technological and business logics in the solid wood value chain. 
The researcher’s background, the research environment and Wood Works are further 
described in chapter 2. 

Having stated the overall aim of this study, the purpose should then act as a magnifying 
glass stating the content of the thesis. The purpose of this study is two-folded: 

To describe the structure of and analyze developments in the Swedish solid wood value chain to date 
affecting the development of value-adding (product) strategies in the saw milling industry. 

To describe and analyze dominant Swedish saw milling strategies and their potential role as actors in 
developing industrialized housing using wood as a structural member.

The solid wood value chain is composed of a large number of actors with different views 
of their roles and positions. In a highly dynamic environment, changes affecting actors are 
many-facetted and sometimes subtle to discover. For a study of the saw milling industry 
acting in this dynamic environment, it is important to high-light the changes taking place 
in industries down-, as well as up-stream. By describing changes, based on a summary of 
studies and reports in the solid wood value chain, and in combination with first hand data 
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of dominant saw milling strategies, the solid wood value chain with its actors (figure 1-1) 
is developed and extended. This will meet the first part of the purpose and is an input for 
the second.  

The revised Building Codes (BBR) has extended the construction market for wood based 
products also include buildings higher than two-stories. Many have advocated that this 
market opportunity would benefit the saw milling industry, being able to take an active 
role in the regeneration of the housing industry towards an industrialized concept. By 
matching the attributes of an industrialized housing concept with the characteristics of the 
dominant saw milling strategies the second part of the purpose will be achieved.  

1.4 Demarcations 
The context of this study is the solid wood consuming industries in the Swedish forest 
industry, and their development in a historical perspective. Furthermore, the context will 
also include the construction industry, in a more general sense, and its development 
towards an industrialization concept specifically using wood. The context is complex, and 
to be able to reach reliable conclusions the following demarcations are made: 

The description of the solid wood value chain will not specifically include other 
wood based products such as veneer, plywood, composite boards, Engineered 
Wood Products (EWP) except gluelam beams, fibre cement etc, unless specifically 
stated.  

The description of the Swedish solid wood value chain and its development will 
be drawn from official as well as research reports with the bias of deviating 
purposes of these reports and this study (discussed in chapter 2). 

The construction industry description will mainly focus on housing construction 
using wood and only with general information of the construction process. 

The term strategy has many meanings and in this thesis when discussing dominant 
saw milling strategies I will limit that to describing and analysing the development 
of value adding strategies, defined as product strategies.  

Finally, the evaluation of an implemented strategy is often dependent on structure 
and performance. I will describe the structure of the case companies but I will not 
conduct an evaluation of the performance due to the difficulty in obtaining official 
and correct figures to base the evaluation on.  

Methodologically, the thesis is a combination of a qualitative case study approach and a 
historical case approach. The case study approach involved describing the underlying 
factors for the strategies applied by the cases from a high level perspective. That is, 
information and data were gathered from top management and triangulated with official 
documents and my own pre-understanding of the industry and the cases at hand.  

Theoretically, the analysis was conducted using theories from the strategic management 
paradigm, and more specifically the combination of the positioning and resource-based 
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views formulating and implementing a balanced product strategy. The concept of 
industrialized housing is viewed using basically one theoretical source; lean construction, 
will be used as a market input, rather than as a theory affecting the product strategy of the 
saw milling industry.  

Having said this, the intention is that this thesis will make a contribution both to 
practitioners as well as academics incorporating theory and concepts from the social and 
nature sciences into the model of analysis. The analysis model as such is the researcher’s 
interpretation of the conceptual terminology that is needed to/can describe the solid wood 
value chain of a sawmilling company aspiring in becoming a future reliable supplier to the 
housing construction industry.  

1.5 Design and reading instructions of the thesis 
To help the interpretation of results and conclusions the following text is a guide for the 
reader: 

Chapter 1 - Introduction presents the background to the study and indicates the importance 
of the saw milling industry in a larger context. A short summary of uncertainties affecting 
the structure and strategies in the Swedish saw milling industry leads to the purpose of the 
study.

The design and methodological choices of the study is presented and described in 
chapter 2 – Method

Chapter 3 – Theoretical framework, presents the theoretical framework of the study and 
includes industry definition, production and market orientation, and the research 
development of strategic management including positioning view, resource-based view to 
a balanced business model. A compilation of the theories into a conceptual framework for 
analyzing the development of value-adding product strategies in the saw milling industry is 
described at the end of the chapter. 

The development of the solid wood value chain and its actors is described and analyzed in 
chapter 4 – Structure and developments in the solid wood value chain. The aim is to describe the 
development richly, e.g., size and structure of actors, and demands related to sawn timber 
products that have affected the saw milling industries strategies. The chapter starts 
downstream with a description of the construction industry in terms of methods and 
processes used, and moves upstream dealing with industry segments of the solid wood 
value chain presented as summaries. The full description of the solid wood value chain and 
its actors is found in Appendix 3.

Chapter 5 - Cases includes the eight case companies and the description of their strategies, 
in terms of interpretation and implementation to the uncertainties, raw material, 
production processes and market segments. A summary of characteristics of the case 
companies is found at the beginning of the chapter.  

The identification and interpretation of the external and internal variables that have been 
the basis for the case companies’ value-adding strategies is described and analyzed in 
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chapter 6 - Analysis, which leads to a map of strategic groups in the saw milling industry. 
The chapter also includes an analysis of the potential for different categories of saw milling 
companies and strategies in becoming suppliers to the construction industry increasingly 
adhering to an industrialized construction concept of wood.  

Chapter 7 – Conclusions and further research draws conclusions from the analyses and presents 
topics for further research.  
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2. Method 
This chapter describes the motive of the study, the methodological approach and the research design. 
The study is a combination of a qualitative case study and an archival study approach.

2.1 Rationale of the study 

Motives
My academic and research background as well as my professional background have had an 
impact on the choice of research area as well as the design and realization of the study. 
Having a M. Sc. in Forestry degree with special emphasis on the saw milling industry, I 
started, but never finished, a Ph.D. project within the saw milling area at the Swedish 
University of Agricultural Sciences, but it gave me insight in the scientific arena. Joining a 
consultant company working for the forest products industry on a global level gave me 
knowledge of the global mechanisms affecting the forest industry, and its specificities. 
Recently I was involved in a governmental programme, with the purpose of enhancing 
the usage of wood in construction, in which research and development were a central 
tenet. Even if scientific research for the forest products industry is fairly applied, I must 
agree with others that there still is a difference in what the industry needs, what it asks for 
and what the research community are able and willing to deliver. I find it important that 
scientific research should have a clear aim of being beneficial for the industry as well as the 
society in general. Meeting with Lars Stehn at Luleå University of Technology and Staffan 
Brege at Linköping University and being offered a possibility to join their joint research 
programme Wood Works I was attracted by the focus on applied research, that the 
research programme aims at and the two persons stand for.  

Historically, research conducted within and for the saw milling industry has most often 
been aimed at solving direct operational questions coming from a single research area, i.e., 
technical, economical or forest science. Physically located at Linköping University but 
employed at the Luleå University of Technology I am faced with two fairly different 
research paradigms, a qualitative case study approach from Linköping and a more 
traditional experiment-based approach in Luleå. I find it thrilling in having a possibility in 
combining both the two different research paradigms but also different research area that 
could be applicable for the forest industry in general and the saw milling industry in 
particular.  

Methodology 
The goal of my research is to describe and explain a phenomenon and its development 
(see chapter 1 for purpose and goal). I see that the phenomenon at hand is complex and 
includes many variables which are intertwined in the context and the surrounding 
environment. The phenomenon is affected by the actions taken by involved actors both in 
a historical and a contemporary perspective. To describe a phenomenon as such, a survey 
approach is possible but with the limitations that respondents may misinterpret the 
questions, that the respondent is someone not having the specific knowledge to answer the 
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questions, or not having knowledge of historical happenings of the phenomenon. A case 
study approach could therefore be more suitable for reasons of meeting with persons in the 
right position to be able to give accurate and in-depth answers, to have the possibility to 
have semi-structured interviews with possibility to ask follow-up or clarification questions. 
Furthermore, combining the case study approach with a literature review of artefacts, that 
is e.g. historical documents, reports and studies would enhance the possibility to describe 
the phenomenon properly and the possibility for triangulation (Yin, 2003). This approach 
is advocated by Kenny & Grotelueschen (1984) suggesting two alternative views to 
legitimate case studies – a pragmatic and a historic. The pragmatic legitimate, they claim 
defends the case study by being more useful, adoptable and developable than other 
approaches whereas the historic legitimate claims that a case study should be as a historical 
explanation in a specific situation and context. Furthermore they state, a historical 
documentation, interpretation and explanation could serve as a research model for case 
study research. Cronbach (1972) argues for a qualitative case study approach when the aim 
is to achieve insight, description and explanation rather than hypotheses testing. Enhancing 
a qualitative case study by first describing the context will enrich the description (Merriam, 
1994). I find support in my approach from Yin (2003) stating that case study is a 
comprehensive research strategy defining the scope of the case study as an empirical 
inquiry that investigates a contemporary phenomenon within its real-life context, 
especially when the boundaries between the phenomenon and context are not clearly 
evident.  

Pre-understanding of the object studied must be carefully addressed since it is easy to lose 
the open-mind (Gummesson, 1991) and qualitative case studies are limited by the 
researcher’s sensibility and integrity. The researcher himself is the instrument when 
gathering and analyzing information.  

My pre-understanding of the phenomenon comes from having conducted consultant 
projects aimed at improving the understanding of the phenomenon for individual 
companies and from branch level increasing the knowledge of the branch at a whole for 
the society. More specifically the latter was to create a strategy of how the saw milling 
industry as well as the wood products manufacturing industry should be able to increase 
the usage of sawn timber and wood based products in the construction industry 
(Näringsdepartementet, 2004). I have also been involved in other official documents, 
reports and studies aimed at presenting the historical and present situation of the saw 
milling industry and the prerequisites for long-term sustainable improvements of the 
industry (Vinnova, 2001a; 2002).  

Thus, using a qualitative multi case study approach in combination with historical 
evidence fits my research when describing and explaining the development of strategies 
employed in the solid wood value chain. Strategic management is a complex concept 
involving much behavioural thinking and decision-making and thus to understand the 
underlying details and arguments, I believed that a survey approach would not generate 
enough information. Even if I have a fairly extensive pre-understanding of the solid wood 
value chain, I was convinced that I would not achieve the deepness in the strategic 
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development process of the studied companies unless I had the possibility to conduct 
interviews directly. That was the main reason for a qualitative case study approach, and 
that my pre-understanding would not interfere in the analysis but instead be beneficial, 
which otherwise could be a source of bias (Riley, 1963).  

The research process as such has been iterative, mainly in the execution of the empirical 
phase alternating between secondary material and case interviews but also in the 
development of the theoretical framework. Yin (1989) calls this, “a continuous interaction 
between the theoretical issues being studied and the data being collected”. The iterative 
process is also supported by Merriam (1994) stating that, “by reading a lot generates ideas, 
making the researcher theoretically sensitive to the material at hand”.  

2.2 Research design 
The design of my research is divided in two steps. The first was to conduct a literature 
review of secondary material including official documents and statistics regarding the 
specificity of the saw milling industry and the phenomenon to be studied. The theoretical 
framework involved a focusing process of finding the proper “glasses” to study the 
phenomenon, but also as a guide for the set-up of a questionnaire prior to the case study.  

The second step involved the gathering of the primary data using a case study approach. 
The case study approach comprised the selection of a limited number of companies from 
the total Swedish saw milling population. The research then ended with the analysis and 
conclusions of the studied phenomenon. The step-wise development of the research is 
illustrated in figure 2-1: 

Literature review
Studies and reports describing: 

actors, flow of wood products and/or 
the solid wood value chain 

Purpose and aim of study 

Theoretical framework 

Strategic management 

Value-adding strategies in present saw 
milling companies 

Case companies 
- Selection 
- Execution 

Development of the solid wood value chain 
Analysis of value adding strategies towards industrialized housing 

Conclusions and further research 

S
te

p
 2

 
S
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p
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Figure 2-1: Research design in two steps 
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Step 1 - Literature review 
The general concept of value chain is discussed and analysed by many researchers but very 
little is conducted for the solid wood value chain. There are though official, non-scientific, 
reports and studies produced by governmental agencies and institutes, consultant 
companies and branch organizations, which address the solid wood value chain.  

Using official documents or artefacts (Goetz & LeCompte, 1984) have both advantages 
and disadvantages. The advantage is that they can create an empirical base regarding the 
context of the phenomenon to be studied and they are furthermore stable, i.e., they are 
not affected by the researcher (Guba and Lincoln, 1981). The disadvantages with official 
documents are that the purpose of the content is not specifically intended for the 
researcher’s specific context (Riley, 1963) and the problem of establishing the reliability 
and authenticity of the information in the documents (Merriam, 1994). To establish the 
reliability and authenticity of a document is part of the research process, though.  

In my research I have used a number of these official documents which have been 
produced over the past 30 years. These documents all deals fully or in part with the 
Swedish saw milling industry, its strategies and position in the solid wood value chain (the 
phenomenon to be studied).  

Of the total number of reports and studies available, which is not so extensive, I found the 
following as most relevant for my study.  

Mer trä i byggandet Ds2004:1 (Näringsdepartementet, 2004)  

Basanalys Innovationssystemet Trämanufaktur (Vinnova, 2004) 

European Roadmap 2010 (Cei-Bois, 2004)  

Trämekanisk Framsyn (Vinnova, 2002) 

Global Drivers and Megatrends in the Wood Products Industry up to the year 2010 (Vinnova, 
2001a) 

Svensk sågverksindustri inför 2000-talet (Nutek, 1992) 

Vidareförädling inom svensk sågverksindustri – Hot och möjligheter (SIND, 1980) 

The summary and analysis of these reports created a deeper understanding of the 
phenomenon to be studied. It gave me insight into what criteria these reports saw as 
important and also a historical record of how the branch in total, and in some cases 
individual saw milling companies had changed direction. Furthermore, the result of the 
literature review analysis acted as an input in both the selection of case companies and as a 
reference for the set-up of the interview phase. Finally, the results of the analysis also acted 
as a reference material in validating the reliability in the answers from the case companies, 
and in the final analysis of the thesis.  
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Step 2 - Selection of case companies 
For a case study, the case companies should be selected for theoretical reasons rather than 
to achieve a certain level of representativity, which is often the objective for a survey 
approach (Bengtsson et al., 1997). Chein (in Merriam, 1994) states that – “the strategy of 
choosing cases should be non-probabilistic with the aim of learning as much as possible 
enhancing the further analysis”. The explanation is that the selection should be based on 
case companies that are expected to having expert knowledge related to the research rather 
than a general or average view of the population regarding the phenomenon.  

The Swedish saw milling industry is historically a bulk producer of sawn timber, but has 
for the past 10-20 years increased the share of further processed products and at the same 
time moved further down the value chain. Furthermore, the industry is becoming less 
fragmented with the larger companies accounting for increasingly higher share of total 
production and also influencing the direction of change for the branch at a whole in a 
dominant manner. Based on the fact that I had a pre-knowledge of some of the larger 
companies’ strategies in increasing the share of further processed sawn timber and their 
strategies of moving further down the chain, it was decided that case companies would be 
selected from any of the twenty largest companies. Official data in combination with my 
own knowledge of the companies for a specific number of criteria including total 
production of sawn timber, share of further processed products, share of export, 
integration with actor groups up- or downstream the value chain, i.e., owning companies 
or joint ventures with others, and prominent market segmentation were used when 
choosing the final case companies. Furthermore, the selection was also guided by if the 
research team had any relation with any of the senior management in the companies, 
which could help when setting up the interviews. Based on these criteria a total of eight 
companies were chosen (table 2-1).  
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Table 2-1: Selected case companies 

Case
company 

Total 
production 
(1 000 m3) 

Share of 
further 
processed (%) 

Export 
share 
(%) 

Integration Dominant market 
segments* 

Derome 320  70 % 50 % Yes BM, Co.e-u, TFH, Pa 
Martinson 370  60 % 55 % Yes Co.e-u, BM, Ap e-u 
Moelven 1 800  (Sw, No) 30 % 25 % Partly BM, Co.e-u, Ap. E-u 
SCA 1 400  35 % 70 % Yes BM, DIY, Co.e-u, 

Ap.e-u, Pa 
Setra 2 300  20 % 60 % Yes BM, Ap.e-u, Co.e-u, 

Pa
StoraEnso 6 900  (Sw, Fi, 

Ba, Au) 
30 % 80 % Partly BM, DIY, TFH, Co. e-

u, Ap.e-u  
Södra 1 370  50 % 65 % Partly BM, TFH, Co.e-u, Pa 
Vida 900  100 % 90 % Partly BM, DIY, TFH, Co.e-u 
* BM – Builder’s Merchant, TFH – Timber framed house manufacturers, Co.E-u – 
Constructional end-users e.g. Building components, Gluelam beams, Ap.E-u – Appearance end-
users e.g. Windows, Doors, Flooring, Stairs etc, Fu – Furniture, Pa – Packaging.

The selected companies were representing different categories in terms of size, location, 
market segmentation, integration, thus indicating a possibility in replication with each 
other, and providing examples of archetypes, , i.e., having typical characteristics, within 
and between categories. This is inline with the recommendations of Eisenhardt (1989) 
when choosing case companies.  

Step 2 - Executing the interview phase 
The choice of interviewees for the cases companies was at an executive management level 
(Appendix 1). The advantage of this is that strategic decisions are executed on this level 
but with the disadvantage that the strategic view may be biased by the position of the 
interviewee. Limiting the disadvantage somewhat it was decided to try to include more 
than one interviewee per case company. At each interview, secondary material such as 
strategy documents or other documents describing the company has been asked for to 
improve the case compilation further. In most cases I was able to retrieve such documents. 
Also official material like annual reports has been used in the compilation of the cases. This 
triangulation is a method to secure internal validity and is described extensively by research 
methodologists (cf. Merriam, 1994; Yin, 2003).  

A questionnaire (Appendix 2) was developed to act as a guide during the interview with 
the case companies to create a standardised structure both for the compilation of data but 
also for a possibility to replicate the different interviews (Lekvall and Wahlbin, 2001; Patel 
and Davidson, 2003). To test the structure and content of the questionnaire and the 
information that could be obtained for conducting the analysis, the interview with the first 
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case company involved interviewees at different positions in the company. After this test, 
which resulted in minor changes to the questionnaire in terms of the order of topics and 
possible sub-topics receiving a reliable answer, the remaining seven case company 
interviews were conducted. 

The interviews were all carried out in the respective interviewee’s offices and lasted for 
about one to two and a half hours. All interviews were recorded for later transfer to 
written form. Notes were also taken during the interview supporting the compilation of 
the interviews.  

After the actual interviews with the case companies, complimentary information was 
collected by e-mail and / or by telephone to fill eventual gaps.  

2.3 Compilation and analysis of cases 
After an initial draft, the case reports have been read by my supervisors before sent to the 
case companies for control, feedback and approval to use the complete case presentation.  

The analysis of the case reports has been an iterative process. After each interview a 
number of key findings have been noted to support the compilation. These key findings 
were also used in the final analysis answering the research questions.  

The analysis of the case companies has been conducted using the theoretical framework as 
well as the secondary material. This is emphasised by Yin (1989, p.40) stating, “The use of 
theory, in doing case studies, is not only an immense aid in defining the appropriate research design 
and data collection, but also becomes the main vehicle for generalising the results of the case study”.
The presentation of the cases has been separated from the analysis of the cases in order to 
increase the possibility of replication and to keep them as objective as possible.  

2.4 Quality and generalisation of the research strategy 
All research aims at producing reliable and solid results in an ethical manner and a 
qualitative case study is no exception for this. In order to ensure quality of a study, Yin 
(1989) has summarized the four tests appropriate for validating and establishing reliability 
of a case study methodology. The tests, and in what phase of the research they occur, are: 

Construct validity: establishing correct operational measures for the concepts being studied. 
Used for data collection and composition of research. 

Internal validity (for explanatory or causal studies only, not for descriptive or exploratory studies):
establishing a causal relationship, whereby certain conditions are shown to lead to other 
conditions, as distinguished from spurious relationships. Established in the data analysis. 

External validity: establishing the domain to which a study’s findings can be generalised. 
Realised in research design. 

Reliability: demonstrating that the operations of a study – such as the data collection 
procedures – can be repeated with the same results. In the phase of data collection.  
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The tactic, construct validity, includes the usage of multiple sources of evidence, which by 
Yin (1989) can include documents, archival records, interviews, direct observations, 
participant observations and physical artefacts. In this study I have conducted several 
interviews with different companies, used multiple sources of information including 
company specific documents as well as archival records. Furthermore, all the interviewee’s 
were given the possibility to comment their interviews by reviewing the case company’s 
compilation.  

External validity is related to the possibility to generalise the findings from the case studies. 
Using a case study approach it is important to note that these rely on analytical 
generalisations in contrast with for example a survey research being on a statistical 
generalisation level (Yin, 1989). In this study the choice of cases were based on, the pre-
understanding of me as a researcher, archival records or reports, and a research design 
under replication logic, , i.e.,, if a finding from one case also holds for, or can be found in, 
another case (Yin, 2003). It was also decided that the description of strategic choice of the 
cases should be based on data on a high level and not in every detail. With this in mind 
and when interpreting the results, I find it possible to generalise findings from this study 
both within groups of similar strategic aims and ownerships, as well as to groups outside 
these aims and ownerships. For example a categorization of the twenty largest Swedish saw 
milling companies would be possible. To generalise the findings for saw milling industries 
in other countries, I believe that further studies might be needed to establish the pre-
conditions of these industries.  

The third and final test for my study concerns reliability, i.e., to make sure that a later 
investigator using the same material and working procedures can come to the same 
findings and conclusions (Yin, 1989). Earlier in this chapter (sub-chapter 2.2) I have 
described the design of the research and the steps that I have taken to reach the findings, to 
make the process transparent and replicable. All archival records and reports to facilitate 
the background of the phenomenon studied are electronically filed, though not included 
in the final thesis. For the collection of primary data from the case companies an interview 
guide was used. It is difficult, though, to conduct all interviews precisely in the same way 
due to factors such as the interviewee is not in the position of answering the questions, had 
no interest in the study, was tired or affected by other problems at the time of the 
interview etc. To overcome this I have tried to find interviewee’s at the executive 
management level and asked if the persons could suggest others for additional interviews 
and conducted the research in the interviewee’s office at a time suitable for them. 
Furthermore, to overcome the risk of getting too politically correct answers in response to 
my questions I have tried to listen to the respondents answer and asked for further 
elaboration of the subject.  
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3. Theoretical framework 
The theoretical framework serves two purposes; firstly to set the theoretical context to be able to 
understand the study, secondly to establish a model for the analysis.   

What is a market-oriented approach and how can it be implemented in the strategy process of a firm? 
This is the starting point in this chapter which also will include the development within the field of 
strategic management research and competitive advantage of the firm. Applying these concepts to the 
saw milling industry and its development in the solid wood value chain, the chapter will end with a 
preliminary model of analysis describing dominant value adding strategies in the saw milling industry.

3.1 Production or market orientation 
Studies and reports regarding the actors in the solid wood value chain in general, and the 
saw milling industry in particular, have concluded that the industries have been and still 
are too production oriented (cf. Nutek, 1992; Lönner, 1985; Ågren, 1987; Vinnova, 
2001a). The industry is thus predominantly focusing on technological advancements, 
functionality and internal competences (cf. McNaughton et al., 2001) striving to create 
superior customer value. A production oriented company is characterized by basing their 
competences and organizational set-up on superior operational effectiveness (Brege, 1979; 
Normann, 1975), i.e., supply, manufacturing and distribution systems to create a 
competitive advantage. A market oriented company on the other hand also pay attention 
to identifying and fulfilling the demands from customers. Traditionally, the issue has been 
to choose either of the two approaches, but in a dynamic and highly competitive 
environment as of today this is not possible. This is to say that a company of today has to 
have a high operational effectiveness and at the same time focus on strategy and understand 
the environment making it possible to positioning itself strategically appropriate. To 
determine the degree of production or market orientation a company implements, it has 
to be studied over time to see where it is moving. That makes it a behavioural issue of 
management identifying and building unique competences achieving strategic positions 
sought (Day, 1994).  

Despite much focus in industries to becoming customer oriented, to putting the customer 
in the front seat, it is not until recently that market orientation and what it consists of has 
been pin-pointed. According to Day (1994), the principle features of a market orientation 
are (Day, 1994. p.37): 

A set of beliefs that puts the customer’s interest first. 

The ability of the organization to generate, disseminate, and use superior 
information about customers and competitors. 

The coordinated application of interfunctional resources to the creation of 
superior customer value. 
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Narver and Slater (1990) put forward a one-dimensioned construct in analysing a 
company’s market orientation consisting of three behavioural components and two 
decision criteria – customer orientation, competitor orientation, interfunctional 
coordination, a long-term focus, and a profit objective (figure 3-1).  

CCuussttoommeerr oorriieennttaattiioonn

CCoommppeettiittoorr
oorriieennttaattiioonn

IInntteerrffuunnccttiioonnaall
ccoooorrddiinnaattiioonn

LLoonngg--tteerrmm
pprrooffiitt ffooccuuss

TTaarrggeett mmaarrkkeett

Figure 3-1: A framework for evaluating market orientation (Narver and Slater, 1990, p.23). 

Customer orientation is the sufficient understanding of one’s customers, which is similar to 
the generation and dissemination of customer information stated by Jaworski and Kohli 
(1990). The understanding of customer needs involves the understanding of a buyer’s 
entire value chain (Day and Wensley, 1988), at present but also in the future as the market 
and technologies develop.  

Competitor orientation involves a similar analysis as for customer orientation. It is directed 
towards key current and potential competitors, their short-term strengths and weaknesses, 
and long-term capabilities and strategies (Narver and Slater, 1990). 

Interfunctional coordination is directed towards the integration of a market orientation within 
the whole organization, not only the marketing department, and to create a synergistic 
effect (Narver and Slater, 1990). That is, any individual or function within an organization 
can have the ability or competence to contribute to the creation of value for buyers 
(Porter, 1985).  

It has been shown that a market orientation is positively associated with superior 
performance (Jaworski and Kohli, 1992; Narver and Slater, 1990; Ruekert 1992), and that 
a market orientation has primarily a long-term focus both in relation to profits and in 
implementing the three components in figure 3-1.  
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From this it can be seen that for an organization to move towards a higher degree of 
market orientation, it must be able to rethink its present capabilities and competences, and 
to create a company culture incorporating the whole organisation into meeting customer’s 
needs. In line with this, Day (1994) argues for the identification and building of special 
capabilities that set market-driven organizations apart. These special capabilities are 
complex bundles of skills and accumulated knowledge, exercised through organizational 
processes that enable organizations to coordinate activities and make use of their assets 
(Day, 1994). These distinctive capabilities are characterized by (Day, 1994): 

Supporting the market position of the firm. 

Being difficult for competitors to imitate or match. 

Delivering a disproportionate contribution to the provision of superior customer 
value. 

Being robust and possible to use on different markets and aid the firm in adapting 
to environmental change. 

Every business develops its own configuration of capabilities that is rooted in the realities 
of its competitive market, past commitments, and anticipated requirements. To identify 
possible capabilities, Day (1994) put forward a way of classifying capabilities depending on 
the orientation and focus of the defining processes. These processes are outside-in, inside-
out and spanning processes.  

Outside-in processes are those that have a focal point that is almost exclusively outside the 
organization and include market sensing, customer linking, channel bonding and 
technology monitoring capabilities, which is similar to customer and competitor 
orientation proposed by Narver and Slater (1990), and strategic positioning (Porter, 1980).  

Inside-out processes such as financial management and cost control, technology 
development, integrated logistics and manufacturing/transformation process, human 
resource management and environment, thus are more towards internal functions or 
operational dimension. The resources-based-view theorists advocate this view in creating a 
competitive advantage (cf. Wernerfelt, 1984; Barney, 1991; Peteraf, 1993). 

Spanning processes include capabilities e.g. customer order fulfilment, pricing, strategy 
development and information dissemination, and they integrate activities by reaching 
across organizational boundaries to satisfy customer needs (Day, 1994). Teece et al. (1997) 
discussed the importance of these processes for management when implementing 
strategies.

The configuration of these processes indicates that a market orientation approach is not 
only an issue for the marketing function in an organization, but has implications on all 
levels and that a substantial market orientation must be the foundation for a business’s 
competitive advantage strategy (Narver and Slater, 1990). In a study of the effect on 
business profitability from market orientation in commodity and non-commodity 
businesses, Narver and Slater (1990, p. 28), concluded that “to increase its market 
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orientation, a commodity business – in this case forest products – must be consistent and 
pervasive in adapting all of its systems to be customer and competitors oriented and 
effective in coordinating interfunctional efforts to create customer value”. A similar fit is 
needed between the different processes proposed by Day (1994) and organizational 
capabilities, competition, strategy and performance are fundamentally endogenous 
(Henderson and Mitchell, 1997). That is, reciprocal interactions at multiple levels of 
analysis between the market environment and firm capabilities shape business strategy and 
performance (Henderson and Mitchell, 1997).  

A note on industry definition and industry settings  
In order to study an entity in a system, the system has to be defined and described. 
Dependent on research paradigms there are different models proposed for this; population 
ecology (cf. Hannan and Freeman, 1977), industrial economics (cf. Porter, 1980), 
technological change (cf. Schumpeter, 1934). Since the study concerns the effect on firm 
strategies stemming from the external environment, the definition of the industrial 
economists’ view is used.  

An industry is a market in which similar or closely related products are sold to buyers, and 
where firms provide the link between products and buyers (Porter, 1980; 1985). The 
boundaries of an industry is constantly changing following the creation of product 
varieties, combination of functions of different products with new functions, or the 
opposite, splitting of product functions into new products. Furthermore, new buyers may 
enter the industry or present may leave. Hence by defining an industry in terms of 
products and buyers, the possibility for further segmentation is possible and ultimately the 
development of product market strategies. 

Defining an industry based on products creates the possibility to determine the structural 
features of that industry, which by Porter (1980) consist of five forces (figure 3-2). These 
five forces are the underlying competitive pressures describing how attractive the industry 
is in terms of profitability, and how they are affecting a company striving for a competitive 
advantage. Companies within an industry that is subject to the same environmental fate, 
will engage in a competitive “intra species” struggle for economic survival (Van de Ven 
and Astley, 1981, p.444).  
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Figure 3-2: Forces driving industry competition (Porter 1980, p.4) 

The five forces determining the industry profitability are; threat of entry, intensity of 
rivalry among existing competitors, pressure from substitute products, bargaining power of 
buyers and bargaining power of suppliers (Porter, 1980) (figure 3-2). Because an industry 
is viewed as consisting of an agglomeration of firms producing similar or substitute 
products, natural or economic selection drives member firms over time to become 
increasingly homogeneous within clusters of strategic groups (Porter, 1980) by adopting 
some common key elements, such as technology, knowledge, organizational forms and 
practices. This adoption of elements specific to a group may create mobility barriers and 
change the effects of an industry’s competitive forces. The argument that an industry can 
be divided into different strategic groups implies that natural selection incrementally and 
gradually changes an industry from within and over time (Astley and Van de Ven, 1983). 
Some fail and some survive the competitive economic forces, and new organizations are 
created and enter the industry and perhaps form new strategic groups. The identification 
of strategic groups within an industry is an important analytical tool in determining the 
profitability of different firms. What is also applicable in industry definition is that the 
underlying core technologies used by the industry persist over time and in some cases 
constrain the development of an industry (Dosi, 1982).  

The notion of time is relevant in determining an industry and its settings, hence as an 
industry, or more specifically the products, matures the competitive forces changes also. 
Porter (1980) advocates that industry settings differ, and most strongly so, from their 
fundamental strategic implications of three key dimensions: industry concentration, state of 
industry maturity and exposure to international competition. Identifying the underlying 
external sources from these dimensions, Porter (1980) argues the possibility of classifying 
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industries in some generic types: fragmented, emerging, transition to maturity, declining 
and global industries. This is not to say that they are mutually exclusive, since an industry 
may be global but at the same time fragmented e.g. the saw milling industry.  

3.2. Strategy as a concept and its building blocks 
Strategy is a term that can be used in different ways and depends on the user. Probably the 
first context was that of how to conduct and win wars, which is the definition found in 
dictionaries, i.e., “the art or method of conducting war”2.

In strategic management literature there are a number of definitions and applications of 
strategy (cf. Mintzberg, 1987; Porter, 1996; Kay, 1993). One of the most cited definitions 
are that of Chandler (1962, p.13) stating that strategy is “the determination of the basic 
long-term goals and objectives of an enterprise and the adoption of courses of action and 
the allocation of resources necessary for carrying out the goals”. Strategy in this definition 
is thus a plan decided upon by management based on the external environment, suppliers, 
customers or technical innovations. As such it is deliberate and emphasis is in strategic 
planning finding the one-best solution to structure the organization (cf. Ansoff, 1965; 
Andrews, 1970; Hofer 1975). This view states that the strategy process can be divided into 
two parts, the strategy formulation and the strategy implementation. But a strategy may 
emerge unplanned, from the course of decisions made by the organization (Mintzberg, 
1978). This line of thinking, later extended to “a pattern in a stream of actions” 
(Mintzberg and Waters, 1985, p. 257) gives raise to both planned and unplanned strategies, 
where more emphasis is on strategic management. Mintzberg (1987) states that strategies 
may evolve differently, and presents five different types, a plan, a ploy, a position, a pattern 
and a perspective, where the formulation and implementation are mere formation of a 
realized strategy. 

Strategy as a plan is formulated in advance and consciously implemented. As such 
strategy acts as a formula to be followed.  

Strategy as a ploy is similar as to strategy as a plan but with the intent of eluding 
competitors.  

Strategy as pattern means that if a strategy can be intended, as a plan, it can also be 
realized, in retrospect show a pattern. What this means is that a strategy as a 
pattern may evolve from either a plan or emerge from a behaviour not necessarily 
intended.  

Strategy as a position is the organization in relation to its environment. Strategy is 
to find the match or fit between an organization’s internal and external contexts.  

Strategy as a perspective is an organization’s collective perception of the 
environment and how to efficiently conduct business.  

2 SAOL, 1986
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Strategy as a term is thus many-faceted but with the intention of creating and sustaining a 
company’s competitive advantage vis-à-vis competitors. Whether a strategy is planned and 
deliberate or unplanned and emerging, it constitutes the aligning of internal resources to 
the external environment. The view on the external environment as an important feature 
in creating a sustainable advantage is expressed in the positioning view extended in the 
work by Porter (1980; 1985; 1996). The internal resource focused view emerged as a 
response to the positioning view, taking the stance that a firm’s resources are the basis for a 
sustainable competitive advantage (cf. Wernerfelt, 1984; Barney, 1991; Peteraf, 1993). 

Positioning-based view on strategy 
The positioning based view has its roots in the Structure-Conduct-Performance paradigm 
often referred to as the Bain/Mason paradigm as these two researchers are the paradigm’s 
first forerunners. What is later called the positioning view, argues that a firm’s performance 
is primarily a function of the industry environment in which it competes, and because 
structure determines conduct, which in turn determines performance, conduct can be 
ignored and performance can in fact be explained by structure (Hoskisson et al., 1999). 
The state of competition within an industry depends on five basic competitive forces 
(figure 3-2), which collectively determines the profit potential in the industry. The degree 
and relation of these forces will be different dependent on industry and industry maturity 
and thus formulated strategies would be different dependent on how firms interpret the 
environment and how core technologies or activities are nourished and deployed (Porter 
1980).  

There are two basic types of competitive advantage a firm can possess: low cost or 
differentiation (Porter, 1980; 1985). By combining the basic types of competitive 
advantage, with the scope of activities proposed by a firm to achieve them, leads to three 
generic strategies that a firm can choose from in positioning itself in the market. These 
three generic strategies are, cost leadership, differentiation or focus (figure 3-3).  
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Figure 3-3: Three generic strategies (Porter, 1985, p.12) 
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The cost leadership strategy implies that a firm sets out to become the lowest-cost producer 
in its industry.  

In a differentiation strategy a firm seeks to be unique along some dimensions that are widely 
valued by buyers. By identifying attributes and excel on these establishing unique position 
a firm may be rewarded with a premium price. The logic of the differentiation strategy 
requires that a firm choose attributes in which to differentiate itself that are different from 
competitors.  

The focus strategies are quite different from the others because they rest on the choice of a 
narrow competitive scope within the industry. The logic behind the focus strategies is the 
exploitation of a narrow target’s (segment’s) differences from the balance of the industry. 
Cost focus exploits differences in cost behaviour whereas differentiation focus exploits the 
special needs of buyers in certain segments (Porter, 1985).  

What the positioning view argues is that strategies and companies are not unique or that 
acquiring necessary resources is a problem, but it is the position in the market that gives 
raise to a competitive advantage and performance. This means that in the rare case all 
companies in an industry would follow the same or similar strategy pursuing a strategic 
position, but most often there are a number of different strategies employed in an industry.  

Strategic groups 
The positioning view argues that a firm’s profitability possibilities are dependent on the 
competitive forces in the industry it is operating in, thus by identifying and analysing the 
forces acting in an industry a firm could implement a strategy that supports its position in 
the industry (Porter, 1980). By applying any of the three generic strategies that fits the 
competitive advantage a firm possess, i.e., low cost or differentiation the position is 
enhanced. The strategy is then to perform and combine different activities along structural 
dimensions, e.g. specialization, price policy, channel selection, technological leadership 
etc. (Porter, 1980, p.127-128). With the notion that structure determines strategy and that 
strategy is to achieve a fit between activities choosing one of the generic strategies, results 
in that there are different firms that will apply similar strategies.  

The performance or profit potential differs most often between different groups of 
strategies within an industry, because the underlying competitive forces differ between the 
groups (Porter, 1980). By characterizing the different strategies of competitors along 
strategic dimensions creates a structure of groups with similar strategies. A strategic group 
is then a group of firms in an industry applying the same or fairly similar strategy along the 
strategic dimensions (Porter, 1980, p.128). Strategic group is thus an analytical tool that 
could help in the structural analysis of an industry, and guide to a firm to identify and 
acquire a strategic position. The task is to make an appropriate classification of different 
strategies, which ultimately is a judgement of the degree of strategic difference. In an 
industry there are often a number of different strategic groups, which can be exemplified 
from the automotive industry. One strategic group is of firms like Ford or GM with a 
broad product line on a global scale, large marketing campaigns, extensive distribution and 



Chapter 3 – Theoretical framework 

___________________________________________________________ 
27 

service solutions. A second strategic group could be the specialist producers like Ferrari 
aiming for high-quality, high-price segments with very selective distribution. Another 
strategic group could be those firms following a focusing on low-cost, few additional 
features, differentiated segmentation, where for example firms like Skoda or Seat are 
found.  

The exercise results in a map of strategic groups, where the strategic variance within each 
group is low, but with a higher strategic variation between groups. This variation between 
groups based on the strategic dimensions, results in barriers of entry, or mobility barriers 
(Porter, 1980). Meaning that for a firm to move from one strategic group to another 
would require a change in strategic direction inducing costs in adopting this new strategy. 
By defining and mapping strategic groups in an industry it may be possible for a firm 
entering an industry to highlight a strategic position that, based on its strategy employed 
and the activities it can acquire have a low mobility barrier. This mapping will also 
highlight the sources of mobility barriers that each strategic group is based on. In an 
industry there a sometimes those strategic groups that are persistently more profitable than 
others, which is the result of mobility barriers. These firms have often achieved a fit 
between their strategic position and internal skills and resources (Porter, 1980).  

The sources of strategic groups come from various factors, e.g., differences in firm skills 
and resources, historical development of strategies, or changes in industry structure. These 
sources establish the present map of strategic groups, but likewise that barriers of entry may 
change, the landscape of strategic groups also changes over time. Introduction of 
technological innovations from other industries, increases in industry size could result in 
new entrants with different strategies, maturity of the industry, could also affect changes in 
strategy and consequently strategic group formation.  

The value chain as a mean to create competitive advantage 
Analysing the forces affecting an industry, a firm can chose a generic strategy in pursuing a 
competitive advantage in that particular industry or strategic group by controlling and 
aligning relevant resources (Porter, 1980). On a firm level the implementation of a strategy 
means aligning various activities to meet the demands from the environment. Porter 
(1985) argued that competitive advantage of a firm has to be seen from the many discrete 
activities a firm performs in designing, producing, marketing, delivering and supporting its 
product, and how these activities and their interrelation contribute to the position in the 
industry or strategic group. Introducing the value chain for understanding this, a firm may 
be disaggregated into activities strategically important for a specific strategy and analysed 
accordingly (Porter, 1985). The activities in value-chain of the firm (figure 3-4) can be 
separated into primary and support activities, where primary involves the physical creation 
of products and transfer to buyers as a valuable product. Value activities required for the 
realization of the primary activities such as procurement, technology, human resources are 
the support activities. The difference between the incurred cost of these activities and the 
price commanded is the margin for the firm.  
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Figure 3-4: The generic value chain, (Porter, 1985, p.37) 

For an entire industry there are similar value-chains for suppliers, channels, and buyers 
creating an industry-wide value chain or value system (Porter, 1985), which in this thesis is 
what I refer to as the solid wood value chain. 

The positioning view of strategy has seen criticism of being solely an administrative 
activity in arranging the resources available matching the industry structure (cf. Cockburn 
et al., 2000; Hoskisson, 1999; Barney, 1986). The criticism is directed to the underlying 
assumptions, that firms within an industry are identical in terms of the strategically relevant 
resources they control and strategies they pursue, and that should resources heterogeneity 
develop this will be overcome because these resources are highly mobile (, i.e., can be 
bought and sold in factor markets) (Barney, 1986).  

Resource based view on strategy 
The notion that competitive advantage is merely an administrative issue was the 
background to the emergence of the “resource-based-view “(RBV) (Wernerfelt, 1984; 
Barney, 1991; Peteraf, 1993). These theorists put forward that competitive advantage of a 
firm is related to how firm competences or capabilities, which are bundles of skills, assets, 
and technologies, are defined and aligned vis-à-vis competitors. This aligning creates 
resource-position barriers (Wernerfelt, 1984), isolating mechanism as a firm’s resources 
cannot be perfectly imitated (Rumelt, 1984), creating sustained competitive advantage 
(Barney, 1991) contributing to customer value. The resource based view’s definition of 
strategy is somewhat illusive that it instead defines resources, and their possibilities in the 
creation of sustained competitive advantage.  

There are different classifications on what factors give raise to sustainable competitive 
advantage, and also terms to label these factors. Barney (1991) presented a framework to 
identify characteristics of firm resources gaining sustainable competitive advantage and four 
criteria were proposed: value, rareness, imitability, and sustainability and how these were 
interacting with the environment (figure 3-5). 
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Figure 3-5: The relationship between resource heterogeneity and immobility, value, rareness, and 
substitutability, and sustained competitive advantage, (Barney, 1991, p.112) 

Barney (1991) states, that a firm’s resources are only valuable if they will enable a firm to 
implement strategies that improve its efficiency and effectiveness. That is, the resources 
have to be valued by the environment of the firm. A resource has also to be rare to create a 
sustainable competitive advantage. If the resource is available to a large number of 
competitors, then they also have the possibility to exploit that and implement common 
strategies not leading to competitive advantage to any firm. If a resource is valuable and 
rare it must also be imperfect imitable, that is, competitors that do not possess the resource 
cannot obtain them (Barney, 1991). Imperfect imitability can be achieved through one or 
a combination of three reasons. The first comes from unique historical conditions e.g. the 
location of the firm vis-à-vis the raw material suppliers. Causal ambiguity comes from the 
notion that the link between the firm’s resources and its advantage is poorly understood. 
Imitating firms do not know what actions are to be taken to utilize the specific resources 
in order to build strategies creating sustained competitive advantage. Finally, social 
complexity as a source of imperfect imitability is related to for example the long-term 
created relation between a firm and its customers, or suppliers (Porter, 1980). Social 
complexity is seldom based on causal ambiguity since competitors have the possibility to 
understand the link between the resource and the sustained competitive advantage 
(Barney, 1991). Substitutability refers to the possibility to substitute a firm’s resources with 
either a similar resource or a very different resource creating strategies that are similar 
(Barney, 1991). A resource may thus be rare and imperfectly imitable but may be 
substituted by another resource. If this is the case no sustainable competitive advantage will 
be achieved using this particular resource.  

In a market orientation perspective, the resource-based view adheres to inside-out 
processes of the firm (Day, 1994). As presented previously, the coordination of internal 
resources should result in distinctive capabilities spanning across different levels of the firm.  

3.3 Strategy in a presently dynamic environment 
In an increasingly dynamic and competitive environment with vast amount of information 
stemming from the introduction of IT, improvements in infrastructure, consolidation of 
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companies nationally and internationally, and firm’s concentrating on identifying and 
leveraging strategic resources could create lock-in characteristics (Leonard-Burton, 1992). 
As firms apply their core competences or strategic resources to develop new products, they 
also institutionalize key practices, routines, and processes in corporate cultures that under 
environmental changes make rapid adaptations more difficult (Leonard-Burton, 1992; Lei, 
2003). Core competence generate a strategic paradox: growing capabilities and embedded 
knowledge in one technology or set of value-creating skills will likely create barriers that 
could significantly inhibit innovation and behaviour from learning another set.  

On this theme, Porter (1996) suggested that there is a difference in operational 
effectiveness related to firm resources and strategic positioning. Operational effectiveness 
means performing similar activities better than rivals perform them, where activities relate 
to what firms perform in meeting customers’ needs creating a competitive advantage. But 
with an increased globalization induced by the information technology, benchmarking to 
competitors are more easily conducted leading to similarities in methods and concepts used 
in performing activities, “competition becomes a series of races down identical paths with 
no winner” (Porter, 1996, p.64). Abrahamsson and Brege (2005) extended the definition 
including “performing activities in new ways”, linking it closer with the development of 
the productivity frontier.  

“Strategic positioning, stemming from the three generic strategies (figure 3-3), means 
performing different activities from competitors’, or performing similar activities in 
different ways creating and sustaining a position in the environmental context” (Porter, 
1996, p.62). Strategic positions emerge from three sources: variety-based positioning, 
needs-based positioning and access-based positioning.  

Variety-based positioning is a development of the generic strategy of focused cost leadership, 
and is based on a subset of an industry’s products or services that a company can best 
produce using its distinctive sets of activities (Porter, 1996), which could also result from 
capabilities (Kay, 1993).  

Needs-based positioning in similar vain as segment focusing, and arise when there are groups 
of customers with differing needs, and when a tailored set of activities can serve those 
needs best (Porter, 1996).  

Access-based positioning is a combination of customer segmentation and the way customers 
are accessible.  

Porter (1996) argues that the basis for positioning carry the original generic strategies to a 
higher level of specificity.  

Abrahamsson and Brege (2005) combined the issues put forward by Porter (1996, 2001) 
and those of Hamel and Prahalad (1994) regarding being different using the competences 
and capabilities of a firm in contrast to competitors, into strategic effectiveness. A high 
degree of strategic effectiveness is achieved from a strong position that is long-term and 
hard to imitate by competitors by the “right timing”, “right offering”, on the “right 
markets”, to the “right customers”.  
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Combining a high strategic effectiveness with the internal resources defined and enhanced 
by the firm to strategic resources, the firm is required to have a dynamic effectiveness 
(Abrahamsson and Brege, 2005). The term stems from four entities: timing, strategic 
flexibility, speed, and repetitiveness in a continuous fashion and is defined as how fast, and 
well, a firm can go from one strategic positioning and productivity frontier to another. By 
monitoring and evaluating markets continuously timing is achieved. Strategic flexibility 
concerns strategy and operations and stems from the use of a high operational effectiveness 
in meeting new market trends, maintaining low costs and flexibility in operations. Speed is 
the ability to adapt to market changes faster then competitors, and repetitiveness is the firm 
ability managing continuous changes in processes stemming from market changes 
(Abrahamsson and Brege, 2005, p-17-18). 

What is important then is to try to understand the patterns of resource developments and 
what conditions influence those developments. Different environmental conditions may 
have different effects (Henderson and Mitchell, 1997; Brush and Artz, 1999). A company 
needs to understand the implications of its competences in determining the value in terms 
of capabilities that render a competitive advantage in the industry in which it is operating. 
Hence, the two perspective of strategy creating a competitive advantage are 
complementary in many aspects (Kay, 1993, Porter, 1991; Henderson and Mitchell, 1997). 
A firm deciding to operate in a specific industry setting must thus both evaluate that 
particular industry and the pre-conditions of competition, the position-based view, and 
what organizational competences it has, the resource-based view, in order to create and 
maintain a competitive advantage within that particular industry. There has to be a fit 
between the two (Porter, 1996). 
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3.4 Summary of the theoretical framework - A basis for a model of 
analysis 
The purpose of the theoretical framework is to establish the theoretical settings in which 
the study is conducted.  

The relation between the theoretical framework and purposes of the study is presented in 
table 3-1. Literature indicates authors that for this view of strategy are drawn from the 
following areas and with the corresponding authors (table 3-1). 

Table 3-1: Theoretical dimensions and their contribution to the study 

Theory Contribution to the study Author 
Industry definition Precision and contribution to 

the purpose 
Porter (1980) 

Strategy Definition and identification of 
important relations to be 
sought 

Mintzberg (1987), Mintzberg 
and Waters (1985), Chandler 
(1962), Porter (1980, 1985) 

Strategic positioning Identification of a set of factors 
influencing strategy 

Porter (1980, 1985, 1996) 

Strategic resources Identification of a set of factors 
influencing strategy 

Barney (1986, 1991), Prahalad 
and Hamel (1990, 1992), Day 
(1994) 

Strategic groups Identification of dominant 
strategies in an industry 

Porter (1980) 

Market Orientation Identifies the relation between 
the firm and its environment 

Day (1994), Narver and Slater, 
(1990), Jaworski and Kohli 
(1990, 1992), Day and 
Wensley (1988) 

Applying the theories presented to the study the following conceptual model emerges 
(figure 3-6).  
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Figure 3-6: A conceptual model of strategy development  

The underlying characteristics creating competitive forces in an industry are subject to 
different strategies, thus an identification and definition of the industry and its settings is 
required. The correspondingly realized strategies emerge differently following specific 
patterns. The formation of strategy is to indicate the route to competitive advantage, 
where the resource-based view argues that to create and sustain a competitive advantage, 
the heterogeneity of resources that are immobile have to be identified and enhanced. 
Furthermore, to create and sustain a competitive advantage it has been argued the 
importance of flexibility in strategy and operations to gather, interpret, and connect the 
information into the organizational structure being able to make the “right” strategic 
decisions. What is needed is a fit between the different elements in the creation of strategy 
to define whether a strategy is appropriate or not is a matter of retrospective studies, thus 
time as a factor.  

In essence, emphasising a systemic view and model on how to implement a market 
orientation via monitoring the external environment and linking it with the firm specific 
capabilities e.g. skills, assets and competencies leads to a continuous development of firm 
strategy.
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4. Structure and developments in the solid 
wood value chain 
The saw milling industry operates in the solid wood value chain, and is the primary producer of the 
forest raw material. The value chain has for a long time been fairly static with well-defined areas for 
the individual actor groups. Lately, with increased availability of information, technology development 
and improved distribution channels, actors are increasingly interacting and former sectors are splitting 
up.

The following chapter presents the development of the solid wood value chain, including actors’ 
development along the chain with special emphasis on effect on the saw milling industry. The 
presentation is based on official reports, studies and scientific research which have focused on these 
sectors and actors, and my own understanding of the phenomenon. A comprehensive description of the 
different actors is presented in Appendix 3.

Background 
Over the past 30 years a number of reports, studies and research articles have focused on 
the saw milling industry and its ability to improve profitability. Many of these reports have 
advocated a need for further processing of the historically bulk oriented production in the 
saw milling industry and thus a move downstream with increased interaction with actors 
in the value chain (cf. SIND, 1980; Nutek, 1992; Vinnova, 2002). These reports have in 
many cases had a starting point in presenting the market for sawn timber and further 
processed products on the export markets (SIND, 1980; Lönner, 1985; SIND, 1987; 
Nutek, 1992; Vinnova, 2001a; Cei-Bois, 2004; Näringsdepartementet, 2004). The reports 
and studies have emphasized the need for the industry to identify its structural resources in 
order to establish and enhance core competences and capabilities to achieve a sustainable 
competitive advantage to improve profitability e.g. by increasing integration upstream and 
downstream. Due to the size of the Swedish saw mill in comparison with the Swedish 
market for sawn timber and in comparison with the size of actors downstream the value 
chain, it has been argued that the saw milling industry itself has been in the driving seat for 
this change (SIND, 1980; Lönner, 1985). With the large number of saw milling 
companies with different historical backgrounds and resources generating a vast number of 
different business ideas and strategies, there has likewise been a magnitude of ideas of how 
to implement recommendations from the reports.  

The following description of the actors in the Swedish solid wood value chain was 
conducted using results and conclusions from a large number of official reports and studies, 
of which the researcher has been part of some of them. The ones used in this study are: 

Mer trä i byggandet Ds2004:1 (Näringsdepartementet, 2004) - The purpose of this report 
was to create a strategy and support it within both the governmental body and the 
involved industries , i.e., the forest products industry and construction industry, to 
enhance the usage of wood based products in the construction industry. The report 
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investigates the driving forces for the present status of wood based products in the 
construction industry and presents an action programme to meet the established vision. 

Basanalys Innovationssystemet Trämanufaktur (Vinnova, 2004) – The research financing 
authority VINNOVA conducted a study at the same period of time as the above presented 
report. The aim of the study was to develop an understanding of the innovation system 
Wood manufacturing industry and its ability of becoming a true innovation system.  

European Roadmap 2010 (Cei-Bois, 2004) – The European Wood Mechanical Industries 
organisation, Cei-Bois, conducted a study aiming at increasing the usage of wood based 
products in the European markets. The study resulted in a strategy including an action 
programme involving both individual companies and national organisations to enhance the 
usage of wood based products up to 2010.  

Trämekanisk Framsyn (Vinnova, 2002) – The report, conducted by an independent 
Swedish forest organisation, aimed at describing driving forces affecting the Swedish wood 
mechanical industry and resulted in a number of actions that the industry needed to take in 
order to stay competitive.  

Global Drivers and Megatrends in the Wood Products Industry up to the year 2010 (Vinnova, 
2001a) – The report included driving forces that had affected the wood mechanical 
industry into the present status. A thorough description of the evolution of the various 
actors in the value chain from forest to end-consumer on a global level was included.  

Svensk sågverksindustri inför 2000-talet (Nutek, 1992) – The study presented factors affecting 
the Swedish wood mechanical industry from a historical perspective and presented a 
number of forces that would affect the future development of the industry.  

Vidareförädling inom svensk sågverksindustri – Hot och möjligheter (SIND, 1980) – The report 
conducted by a governmental body presented the present status of the Swedish saw milling 
industry in terms of type of products produced, future requirements from its customers 
and an action programme of how to utilize the possibilities.  

Industrialized housing is an important concept for this study. Therefore, the presentation 
of the construction industry from official reports was supplemented of a review of 
scientific research establishing the concept of industrialized housing. This review makes up 
the initial section of sub-chapter 4.2. 

4.1 The solid wood value chain – a tentative overview 
The Swedish saw milling industry operates in a value chain starting from forestry and ends 
at the final consumer being either a private person or professional consumer. Wood being 
the interacting material, the chain is named solid wood value chain, in comparison with 
the value chain leading to the pulp and paper industry, hence the wood chemical value 
chain or the bio fuel industry in the bio energy chain (Nutek, 1992; Vinnova, 2002). The 
Swedish solid wood value chain comprises several actors with different roles and positions 
based on how the individual actors interpret and implement activities enhancing their 
competitive advantage in the value chain (figure 4-1).  
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Figure 4-1: Initial view of the Swedish solid wood value chain 

The first actor group in the value chain is the forest owner, depicted as Forest. The 
Swedish forest owner group consists of private persons as well as large private companies 
and state-, and institution-owned companies.  

Downstream, the second group is the saw milling industry. This group is made up of three 
ownership categories of saw milling companies; private, forest owners associations’ and 
forest companies’ saw mills (Navrén et al., 2002).  

The third group is made up of further processing companies refining the sawn timber to 
customer needs and wholesalers stocking and distributing sawn timber products for further 
users.

The fourth group consists of all companies using sawn timber to manufacture a finished 
wood based product e.g. doors, windows, staircase, and furniture manufacturers. This 
group is commonly named industrial end-users (SIND, 1980; Nutek, 1992; Vinnova, 
2001a). Also, there are those companies producing a semi-finished product like gluelam 
beams, building components, construction joinery and but also companies producing a 
finished product, a timber framed house.  

The fifth actor group, distributors, is made up of three sub-groups. Retailers (not included 
in the presentation due to its little involvement in construction) selling to the private of 
professional consumer are exemplified by IKEA as a furniture retailer or retailer 
specialising on any type of product e.g. flooring, windows and doors etc. DIY (Do-It-
Yourself) chains, offering a large number of products for home improvement and 
refurbishment mainly for the private consumer as a one-stop-shop solution, are fairly new 
actors on the Swedish market (Nutek, 1992; Fransson, 2004). Examples of chains are the 
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German company Bauhaus, the Finnish K-Rauta or the Swedish cooperation Coop 
Forum. The third sub-group are the Timber and Builder’s merchants (in Swedish – Brädgård, 
Byggmaterialhandel) offering a total solution for the professional end-users but increasingly 
also to the private consumer. Local and independent merchants are increasingly organised 
in national and international organisations e.g. Interpares (Fransson, 2004). 

The sixth actor group includes the end-users, i.e., private and professional consumers 
consuming products stemming from the solid wood value chain. The focus will be on the 
professional consumers, as these are the ones primarily interacting with the saw milling 
industry, even if the private consumers are important driving fashion changes.  

A final actor group are the agents. Agents are found in various sections of the value chain 
and act as facilitators or relation exchangers between a supplier and a customer. 
Historically, this group has had a strong position in the chain especially on the export 
markets for sawn timber, but their role is somewhat diminishing (SIND, 1980; Ågren, 
1987; Vinnova, 2001a). 

The presented figure 4-1 is of course tentative and gives only an overview of the flow of 
products and information between the different actors, the reality is more complex. New 
technology, development of IT for improved information transfer, infrastructure 
improving the physical distribution, substitutes in the form of new material and thus 
products but also new production processes improving the present products performance, 
new competitors are examples of both internal and external factors affecting the structure 
and development of the solid wood value chain and of how the individual actors formalize 
their strategies creating a sustainable competitive advantage. Following this reasoning it is 
important for anyone acting in the solid wood value chain to have information of the 
historical development and what can be expected in the near future. The description of 
the actor groups is in the format of a definition of the actor and a summary including the 
development of market size in terms of value and consumed volume of sawn timber, the 
development of the industry structure and demands on a supplier/distributor of sawn 
timber. Following a market oriented perspective, the presentation will start at the end-
consumer and move upstream ending in the forest!  

Special emphasis will be to indicate the possible importance of innovation and product 
development towards the construction industry and especially the house-building industry 
that have taken place in the value chain. The reason for this interest is the national 
Building Code as of January 1st 1995 (BBR) emphasising functional performance 
characteristics of construction works, thus opening up the market for wood products for 
multi-storey housing and how this has affected the development of the saw milling 
industry and the solid wood value chain.  
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4.2 Development of the professional consumer sector.  

Definition and background 
The professional consumer market is made up of construction companies, small, medium 
and large, developing and constructing real estates with wood being a part of the 
construction. The construction companies are part of and meets the solid wood value 
chain as the end-consumer of wood based materials and affects the value chain placing 
demands on products in terms of properties but more so of logistics. These actors are 
primarily part of the construction process (cf. Winch, 2003; Nordstrand, 2000) as the ones 
building the constructional work e.g. a single family house, a multi-family house, an office 
building, a bridge or a road. The products manufactured in the construction process 
(figure 4-2), as all other products, goes through a number of phases. The construction 
phases have by many been argued to be more difficult compared with other industry 
processes.  

Concept Design Planning 
and 
control 

Manufacture Assembly 

Concept: definition of products meeting market needs 

Design: engineering and detailing of product 

Planning and control: the process of manufacture needs to be planned and then 
controlled against the plan 

Manufacture: transformation of raw material into components and subassemblies to 
their final form 

Assembly: the components are assembled to create the finished product 

Figure 4-2: Outline of construction process, (Winch, 2003) 

In housing, the traditional sequence has been that a land-owner develops a housing 
concept using architects and construction engineers in the concept and design phases 
(figure 4-2). After tending and bidding, a contractor has procured materials and sub-
contractors before the house is being assembled on-site. The most common project forms 
in Sweden are general and Design & Build (D&B) contract (cf. Janols, 2005). 
Traditionally, the solid wood value chain interacts in the procurement and construction 
phase of the building process.  

The procurement and construction of a building involves the coordination of different 
supply chains. A building is made up of thousands of different building products which can 
be grouped into five building material groups: structural materials e.g. steel, concrete, wood 
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or brick construction systems, structural complementing materials such as insulation, panels and 
window panes, interior decoration materials e.g. mouldings, interior panelling, flooring and 
tapestry, installation material such as sanitary goods, kitchen ware, water and sewer and drain 
pipes, electrical installation, heating and ventilation materials and finally consumables such as 
paint, glue, screws, plaster etc. All these products come from different supply chains and 
should be procured before the start of the construction. In a general contract project form 
the decision of what material to be used for the structure is often prescribed in the design 
development phase by architects and engineers in cooperation with the client, whereas in a 
D&B the contractor often has the decision-making. In the construction phase, the 
distribution of building materials, including wood based products, is then normally on a 
needs basis , i.e., when a constructional work is to be performed tending and purchasing of 
materials are initiated. The result is then the finished house, often being unique. The 
uniqueness relates to the complexity in the process, in terms of: involvement of a large 
number of actors, specific individual activities and operations in each phase, the pre-
conditions of each site, the heterogeneity of demands from customers, and that 
constructions have to adhere to policies and regulations imposed by governmental bodies 
(cf. Winch, 2003; Bertelsen, 2003; Bergström, 2004). The complexity in the construction 
process has traditionally resulted in a kind of relay race where each activity is optimized 
and then passed on to the next activity to perform its task. With little coordination 
between the different actors, the construction process can be described as project oriented 
with emphasis on a crafts-based, on-site production (Olsson, 2000; Bergström, 2004). Due 
to housing construction’s project-oriented and prototype character, temporary production 
systems and supply chains are utilized, leading to low productivity development and 
inadequate approaches to control the construction supply chain (Vrijhoef and Koskela, 
2000).  

Industrialization in the housing construction as a mean to improve the construction 
process emerged during the first half of the 20th century applying mass production from the 
manufacturing industry (Winch, 2003). Influenced by the systems building, standardization 
of products (a pre-condition for prefabrication), prefabrication, and new methods to 
control quality and production (Gann, 1996), and supply chain management (London and 
Kenley, 2001; Naim and Barlow, 2003) is seen as important elements in this development. 
However, this approach did not result in increased overall productivity at that time.  

Lean thinking and lean construction 
Lean thinking developed in the Japanese automobile industry (Womack et al., 1990). 
From the IT based production control innovations in manufacturing processing (Crowley, 
1998) this was developed further. The primary goal of the lean thinking concept is the 
elimination of waste and creation of value (Green, 1999). It concentrates on the two main 
conversion activities: design (information process) and construction (material process) 
(Crowley, 1998).  

In construction the information conversion process may be related to design development 
while the material conversion process is associated with production (figure 4-3).  
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Figure 4-3: In construction, the lean concept is the management of the conversion process (Björnfot 
and Stehn, 2004) 

Lean construction (cf. Ballard et al., 2001; Bertelsen and Koskela, 2002; Koskela, 2003) is a 
methodology to streamline the construction process, realizing product requirements during 
design, development and assembly. By applying lean construction the whole construction 
process is affected with a need to integrate the activities of each actor and between each 
actor in order to maximize value and minimize waste. This has a direct implication for the 
production and delivery activities of suppliers. The level of modularity is thus important in a 
lean construction concept.  

Modularity 
Modularity in construction has frequently been viewed as the use of simple building blocks 
(Rampersad, 1996), or volumetric pre-assemblies (Murtaza et al., 1993; Dawood, 1996). 
An important aspect of applying a modular approach to construction is the potential for 
efficient flexibility and responsive manufacturing through flexibility/agility (Marshall and 
Leaney, 1999), and reduced process complexity (Marshall et al., 1999). In construction, 
with the high degree of heterogeneity of inputs and demands, and the large number of 
actors involved, the implementation of the modularity concept should be a solution for 
increased industrialization.  

Based on the argumentation that lean construction advocates, but does not necessarily 
promote, modularity, while product modularity does promote a lean construction process, 
Björnfot and Stehn (2004) argues that the timber construction industry, including actors in 
the solid wood value chain, should emit a bottom-up view where the design of the 
product (the house) guides the production processes.  

In Sweden, there is a clear difference between single-family and multi-family housing 
construction in terms of level of industrialization. In single-family housing construction 
the share of standardized, pre-fabricated elements is high. Standardization of processes and 
products can improve the housing construction process however this would require early 
involvement of the suppliers of elements as shown in a study on prefabricated timber 
housing (Höök and Stehn, 2005). 

Summary – Professional consumers 
The market size for new housing construction has declined from an all-time-high 
of 110 000 units in 1970 to an all-time-low of 12 000 units in 1998, but with 
R&R increasing. 
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The industry structure has seen a polarisation into a few large international 
companies becoming developers rather than producers and a large number of small 
companies acting as sub-contractors and focusing on the R&R market. The 
single-family housing industry has developed into industrialized producers of 
standardised houses based on timber as structural component. 

For a supplier of sawn timber to the construction industry, following the increased 
focus on cost, the demands on development of systems e.g. roof trusses, wall 
elements and truss systems but also a wide range of different products from fewer 
suppliers have increased. Furthermore, the importance of distribution and 
logistical services are emphasised.  

The total volume of sawn timber products including standard wood products e.g. 
studs and further processed products such as roof trusses consumed by the 
construction industry including timber frame housing manufacturers is in the area 
of 1 – 1.5 million m3 per annum. Including joinery products used for new 
building as well as R&R e.g. windows, doors, flooring, interior panelling a further 
0.5 – 0.8 million m3 is consumed.  

An industrialized housing concept with a lean construction and modularity 
approach places specific requirements on suppliers. With a high share of off-site 
production as a mean to reduce waste and shorten production time, timely 
deliveries of standardized products is a minimum requirement. Furthermore, 
demands on more active involvement with a larger responsibility in product 
development, more complex products with a high modularity comes in an 
industrialized housing concept.  

4.3 Timber and Builder’s merchants 

Definition and background 
Traditional suppliers of wood based products to the construction industry are Timber and 
Builder’s merchants. A Timber merchant can be defined as a merchant sourcing, stocking, 
handling, remanufacturing and distributing wood based products mainly for the local 
professional consumer. Traditionally, these merchants started as a saw mill and started to 
sell sawn timber products to the local market. The competitive advantage of these 
companies has been in their competence of wood as a material and their ability to supply a 
wide range of wood based products for the consumer.  

A Builder’s merchant is a coordinator and distributor of construction material for private 
consumers, local, regional and sometimes national construction companies. In this group 
of merchants are small independent merchants operating on the local market, local or 
regional merchants organised in national purchasing and marketing organisations and larger 
merchants incorporated in larger national or international groups of companies. The latter 
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group includes also some of the DIY-chains (chapter 4.4) that has established in Sweden 
over the past ten years.  

Besides Timber and Builder’s merchants distributing wood based products and also other 
products, there are a number of wholesalers distributing other specific construction 
materials such as concrete and steel components, “white-ware”, heat and ventilation 
products, sanitary goods to the construction industry are not included in this study. 
According to the organization “Byggmaterialindustrin”, organising companies producing, 
importing and exporting construction material, the total turnover of these companies was 
in 2004 115 billion SEK with 50 billion SEK on the export markets.  

Summary – Timber and Builder’s merchants 
The market for construction material is increasing after a reduction in the 
beginning of the 1990’s. 

It is the R&R market that is driving the expansion affecting the industry structure 
and the demands on a Builder’s merchant. These have to have a full assortment of 
different products, have to be knowledgeable to help customer making the right 
purchasing decision, opening hours suitable for both professional and private 
consumers.  

Increasing cost focus in the construction industry has resulted in a consolidation of 
the Builder’s merchants organizing in larger co-operations with improve 
negotiation power and also the introduction of international groups of companies. 
The effect is that these larger co-operations and companies are centralizing their 
purchasing steering towards fewer and larger suppliers delivering on a national 
basis. 

Demands on a supplier of sawn timber products are increasing in terms of a wider 
product range including for example sheet material, increasing demands on 
product system solutions suitable for the professional as well as the private 
consumers, distribution is becoming more important with timely deliveries to 
different outlets. 

4.4 DIY-chains 

Definition and background 
The concept DIY (Do-It-Yourself) refers to the notion of home improvement by the 
private consumers and relates to remodelling and renovation of homes in contrast to new 
build often performed by professional construction companies. Presently it also refers to 
the concept of purchasing patterns by private consumers, i.e., one-stop-shopping and the 
establishment of companies geared to serve the private consumer with any product needed 
for improving the home. Historically, these activities were performed by specialised 
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craftsmen purchasing products from specialised retailers e.g. flooring specialists purchasing 
from a flooring retailer or a plumber purchasing from a specialist store for plumbing.  

Today the definition of a DIY-chain or store is the wide offering of a large number of 
different but limited home improvement products. In a store up to 100 000 different 
products are found in areas like Bathroom, Furniture, Decorating, Window/Flooring, 
Building materials, Garden, Hardware/House ware, Lighting/Electrical and Others, a high 
degree of customer service, opening hours suitable for the private consumer and often out-
of-town location. In Sweden this is a fairly recent phenomenon whereas in the USA it 
dates back at least 60 years and in Europe some 40 years.  

In this study DIY chains will be described only regarding their purchasing and sales of 
building material in general and sawn timber products in particular.  

Summary – DIY-chains 
The establishment of DIY chains in Sweden is a recent phenomenon, where 
historically these services have been offered by Builder’s merchants and speciality 
retailers. The Swedish market for DIY building materials is estimated to 16-18 
billion SEK in 2004.  

By definition there are only a few DIY chains on the Swedish market having a 
number of stores localised close to large population areas.  

The DIY chains have very strict demands on logistics and appearance of the 
products on a supplier of sawn timber products.  

4.5 Industrial end-users 

Definition  
Industrial end-users are actors in the solid wood value-chain manufacturing products with 
a high share of wood for the professional and private consumers (SIND, 1980; Vinnova, 
2001a). These actors are often operating on the domestic market.  

The presentation in this study will include end-users manufacturing constructional 
products: Building components manufacturers and Gluelam beam manufacturers and 
industrial end-users manufacturing appearance products: Window manufacturers, Door 
manufacturers, Staircase manufacturers, Flooring manufacturers. Additionally, an overview 
of other Industrial end-users including Furniture, Mouldings and Treated wood 
manufacturers along with Packaging manufacturers will conclude this section. 
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4.5.1 Building components manufacturer 

Definition and background 
The distinction between these building components manufacturers and Timber frame 
housing (TFH) manufacturers is that the former are sub-suppliers of building components 
supplying the larger construction companies as well as TFH companies with own 
trademark products. The dominant product has been roof trusses, based on the fact that 
wood as a structural member in a multi-family building was prohibited up until 1995 but 
where wooden roof trusses were allowed. As of 1995 there has been a development 
towards wooden building systems but where saw mills and TFH companies have been the 
drivers. Other products from this group are beam systems, truss systems and cable canals. 

Summary – Building components manufacturer 
Domestic oriented industry with a few large companies.  

Demands on sawn timber suppliers are mainly on product quality to optimise the 
further processing in-house.  

Following their position in the value chain and with a rational and efficient 
production these companies could strategically move into developing and 
producing wood based building systems for larger constructions.  

4.5.2 Glue-laminated beams manufacturer 

Definition and background 
A glue-laminated beam is a first generation Engineered Wood Product (EWP) with 
improved strength and stability properties compared with standard sawn timber due to the 
lamellae effect making it suitable for structural purposes. Svensk Limträkontroll is the 
control agency for gluelam-beams and was established in 1967. The usage has been in 
single family houses as well as larger structures like storage halls, bridges swimming arenas 
etc. Following the change in the Building code as of 1995, the market for glue-lam beams 
today also includes multi-family houses. 

Summary – Glue-laminated beams manufacturer 
Total Swedish production is at least three times larger than domestic consumption, 
resulting in a very export-oriented industry.  

Three manufacturers are holding the grip on the market, all part of saw milling 
companies. 

Having a high technical and constructional knowledge of using wood for 
structural purposes, gluelam beams manufacturing is a good base for further 
development of wood based building systems for the larger construction market. 
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4.5.3 Window manufacturers  

Definition and background 
A window is made up of a frame, a sash and the glass pane and is delivered finished to a 
construction company or to a merchant. Over the past 40 to 50 years the development has 
been from manufacturing and deliveries of windows without window pane and unpainted 
to a wide range of designed finished windows ready to install by the professional or private 
persons.  

Summary – Window manufacturers 
The Swedish window market has declined in terms of units following the 
declining construction market. R&R activities have increased its share over new 
build activities. Total volume demanded is approximately 100 000 m3 of sawn 
timber equivalents. 

The industry is becoming more consolidated with the two largest producers 
accounting for more than 50 % of total production.  

Demands on sawn timber are moving from standard requirements to more 
adapted components reducing the initial production step by the manufacturer. 
Timely distribution is becoming more important. 

4.5.4 Door manufacturers 

Definition and background 
A door set is made up of the frame and the leaf and the design and composition of 
materials is dependent on final use, i.e., exterior door, interior door or safety exterior or 
interior door). Used materials are solid wood, various sheet materials, metal and various 
materials for cushion. The Swedish door market is historically a softwood sawn timber 
market whereas hardwoods are used extensively in other European markets.  

Summary – Door manufacturers 
The Swedish production of doors is increasingly on the export markets (the 
Nordic countries). 

A development of the industry for the past 10 years towards a consolidated 
industry with the two largest companies being pan-Nordic having production 
units in Sweden, Norway and Denmark. 

Increasing demands on standardised products fitting the automated manufacturing 
in specialised production units and with improved distribution demands. 
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4.5.5 Staircase manufacturers 

Definition and background 
Staircases can be of many different materials concrete, steel, aluminium, and wood 
dependent on end-use. In this study, wood in different applications is the focal point and 
the share of wooden exterior staircases is very little therefore the definition of a staircase in 
the context of this study is a staircase for interior usage.   

Summary – staircase manufacturers 
The total Swedish wooden staircase market is approximately 160 million SEK, but 
with a total production of about 280 million SEK. Construction companies and 
Timber framed housing manufacturers are the most important customers for the 
staircase industry, but with growing interest in the R&R market and thus the 
private person. 

The industry is dominated by two companies accounting for 60 % of total market 
in Sweden.

The demand on sawn timber is increasingly of edge-glued blanks fitting the 
further automated manufacturing. Pine is still the dominant species but with 
growing interest in hardwoods matching the development in the flooring market.  

4.5.6 Flooring manufacturers  

Definition and background 
Flooring material for interior applications include ceramics, textile, plastics, linoleum, 
wooden (incl. parquetry and solid wood), and laminate. There is also a distinction 
between flooring for residential and commercial usage, with the latter having higher 
demands on strength and wear.  

Wooden flooring is made up of parquetry flooring and solid wooden flooring with the 
former being the most common. A general definition of parquetry flooring is that it is 
made up of three layers, a bottom layer of veneer boards or a thin edge-glued panel, a 
mid-layer of thin edge-glued panels and a surface or wear-layer of veneer strips of different 
species dependent on fashion and usage. Furthermore, specific parquetry flooring is veneer 
flooring made up of a High Density Fibreboard (HDF) as bottom layer and veneer strip as 
surface layer. Laminate flooring mimicking the appearance of wooden parquetry but made 
of HDF is a recent and sever contender to wooden parquetry flooring. Solid wood 
flooring is tough and grooved planed solid sawn wood. Solid wood flooring has a long 
tradition in Swedish houses but with the introduction of plastic and linoleum flooring the 
market diminished and solid wood flooring was used for non-appearance purpose giving 
stability and form for the other materials.  
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Summary – Flooring manufacturers 
The total wooden flooring market in Sweden has grown for the past 10 years and 
is presently 6 million m2. The total Swedish production is estimated to 20 million 
m2 resulting in an industry being much export focused.  

The industry is dominated by two large international parquetry manufacturers and 
with saw milling companies with planing facilities adding solid wood flooring in 
their product portfolio. 

Product quality, i.e., dimension, lengths and appearance of the sawn timber in 
combination of distribution requirements such as sustainability in terms of volume 
and delivery timing are demands from flooring manufacturers on a supplier.  

4.5.7 Packaging manufacturers 

Definition 
Packaging products in this study is limited to wooden products such as pallets, collars, 
wooden boxes and containers, cable drums etc. mainly used in transportation purposes by 
the manufacturing industry. Wood based products like sawn timber, plywood, OSB and 
combinations are dominant raw material.  

Summary – Packaging manufacturers 
The wooden packaging industry with a turnover of 2.4 billion SEK in 2001 and a 
sawn timber consumption of more than 800 000 m3 per annum is important for 
the saw milling industry. 

The industry structure exhibits a few large companies and a large number of small.  

Price is the determining factor when choosing a supplier.  
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4.5.8 Other industrial end-users 
Other industrial end-users in the solid wood value chain include panel and moulding 
manufacturers, furniture including edge-glued panel manufacturers and producers of 
treated wood. A general overview of these manufacturers to get the full picture of the 
solid wood value chain and how these manufactures have affected the development of the 
saw milling industry moving down the chain (table 4-1).  

Table 4-1: Overview of other industrial end-users, (SIND 1980; Nutek, 1992; Vinnova 2001; 2002, 
SOU 2002; TMF, 2003; Näringsdepartementet, 2004) 

Development 
of

Furniture Panels and mouldings Treated wood 

Market size Production: 1995 – 10.7 
billion, 2004 – 21 billion.  
Consumption: 1995 – 7.8 
billion, 2004 – 19.7 billion  

Production: 1995 - , 2003 – 
850 million SEK 

Production 1995 – 
580 000 m3, 2003 – 
980 000 m3

Sawn 
softwood 
timber 
consumption 

1995 – 300 000 m3,
2004 – 350 000 m3

1995 – 50 000 m3, 2003 – 
80 000 m3

1995 – 600 000 m3,
2003 – 1 020 000 m3

Industry 
structure 

Total number of 
companies:  
1995 -  , 2003 – 771 
Top ten share wood 
consumption:  
1995 – 60 %, 2003 – 50 % 

1995 – 30, 2003 – 25 
companies 
The top five account for 
more than 50 % of total 
turnover in 2003 

In 2003 a total of 89 
companies which is a 
decline from 93 in 
2002.  

Demands on 
suppliers 

Increasing demands on 
blanks and components to 
reduce the initial 
manufacturing steps in 
production. Share of blanks 
and components: 1995 – 
24 %, 2003 – 28 % 

Low but slightly increasing 
demands on blanks to 
improve automation and 
production efficiency to off-
set competition from other 
materials and from 
products from low-cost 
countries. 

Often affiliated with a 
saw milling company. 
Length specifications 
fitting the treatment 
chamber.  
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4.6 Saw milling industry 

Definition and background 
The saw milling industry is the first tier in the further processing of saw logs to a final 
product consumed by the professional or private end-users. The role of the saw mill in the 
solid wood value chain is to optimise the break-down of the raw material, a saw log, to 
meet the requirements of physical properties (length, width and thickness) and technical 
(wood species, strength, moisture content, annual ring width, appearance, heartwood 
share, fibre and knot structure) stipulated by the customer. This optimisation has to be 
performed on a heterogeneous product which can be characterized as a biopolymer being 
biodegradable, anisotropic and with properties affected by climate, forest management and 
site location (cf. Grönlund, 1992, Saarman, 1992; Trätek, 2000). The advantages of a sawn 
timber product is being a renewable material, having a good weight to strength ration and 
good workability suitable for construction purposes (Johansson et al., 1993). The saw 
milling process gives raise to a divergent material flow, i.e., the production of a main 
product gives raise to consequence products and by-products (saw dust and chips) due to 
the uncertainty regarding the relation between value and properties of the raw material 
and the end-product.  

With the industrialisation in Europe in the late 18th century the demand for sawn timber 
increased and as the demand for sawn timber surpassed domestic supply in many European 
countries, customers turned to the Nordic countries. Sweden had at this time vast 
resources of old-growth forests in the counties of Dalarna, Värmland and in the northern 
parts of Sweden. These resources could be exploited using rivers as transportation to 
newly-built sawmills close to the coast. The production grew as export demand increased 
and new actors entered the industry (Glete, 1987). Trading houses in Gothenburg, with 
contacts aboard came into the industry. These new actors developed the sawmilling 
industry into the exporting industry that it still is. Their success, especially the trading 
houses, in the industry came from skilfulness in purchasing, sales and financing of capital 
rather than well-developed production methods (Glete, 1987). The development of the 
industry derived from factors such as ownership structure, management behaviour, size of 
production units, location to raw material that developed new skills and strategic and 
operational methods, and with little engagement from, at that time, dominant industry 
ownership (Flodén, 1949). 

Summary – Saw milling industry 
The Swedish production of sawn timber has exceeded domestic demand going 
back as far as to the beginning of the 19th century. Trading houses and sawn 
timber agents have historically been the actors in taking the saw mills production 
to the markets with the industry focusing on production.  

Swedish pine and spruce sawn timber is appreciated of having wood properties 
meeting both appearance segments demands (windows, furniture, staircases etc.) 
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and structural segments demands (gluelam, building components and general 
construction). 

The industry structure is consolidating from a fragmented state in terms of number 
of and production size of mill, presently with the twenty largest saw milling 
companies accounting for 72 % of total Swedish sawn timber production in 2003.  

The development of the production process has historically been towards 
optimising volume yield meeting the quality classes stipulated in the Gröna 
Boken. The usage of automated computer-controlled equipments in production 
e.g. scanning equipments for logs and sawn timber, kiln-drying schedules but also 
further processing activities like finger-jointing, planing and stress-grading have 
increased during the past 20 years improving possibilities of combining production 
and wood property resources with specific market requirements.  

A small but gradual trend towards saw milling companies actively engaging in 
reshaping the solid wood value chain by developing products fitting the end-users 
based on more direct relations with industrial and distribution end-users.  

4.7 Forestry 

Definition and background 
Forest land is defined as land suitable for timber production not extensively used for other 
purposes (Skogsvårdslagen in SFS, 1979).  

The total area of forest land in Sweden is 22.7 million hectares, which is 55 % of total land 
area. The distribution of forest land and standing volume in the four regions in Sweden is 
summarised in table 4-2.  

Table 4-2: Distribution of forest land and standing volume by region, (National Forest Inventory, 
2004) 

Region (in 
Swedish) 

Total land area 
(million ha) 

Forest land 
(million ha) 

Standing volume (share 
of total standing volume), 

(million m3, %) 
Norra Norrland 15.43   6.77    566    (19%) 
Södra Norrland   8.94   5.81    719    (25%) 
Svealand   7.97   5.21    743    (26%) 
Götaland   8.73   4.95    869    (30%) 
Total 41.07 22.75 2 898  (100%) 

The ownership structure of forest land is such that private owners hold 51 % of total forest 
land, which is one of the highest in the world. The State, municipalities and communities 
hold 19 %, the Church 6 % and large forest companies 24 %. The structure of a large share 
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of private forest land affects the procurement of timber. Many of the private forest owners 
are organised in forest owners associations, which act for the benefit of the members in 
issues like forest management, economic services and on the timber market. A market 
price for timber is established between the different actors, forest owners associations, saw 
milling companies and forest industry companies where saw milling companies due to 
their size have less power compared with forest owners associations. Historically, the price 
of the raw material (timber) was decided upon on an annual basis with little modifications 
over the year between forest owners associations and forest industry organisations. These 
central price lists acted as guidelines also for the State owned forests as well as the large 
forest companies’ forests. Following the readings in the Competition Law as of 1993 these 
central market agreements were no longer allowed resulting in individual agreements 
between the forest owners associations (supplier) and the forest industry e.g. saw mills 
(customer). The forest owners associations have in turn internal agreements with their 
members.  

Summary - Forestry 
The standing volume and annual increment of Swedish forests have increased 
tremendously for the past 80 years, resulting in increased production of forest 
products to a present volume of 85 million m3.  

The ownership structure is dominated by private forest owners organised in forest 
owners associations accounting for 51 % of total forest land and with large forest 
companies holding 24 % and state and other institutions the remaining 25%.  

The technical development in forest practices has seen increased mechanisation 
improving productivity and cost reductions but also improvements making it 
possible to transfer customer demands on wood properties back to the forest thus 
increasing the integration of the value chain.  
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4.8 Structure and developments of actors in the solid wood value chain – 
an analysis 
The previous sub-chapters have defined and summarized the development of the individual actor 
groups in the solid wood value chain in terms of market size, industry structure and demands on 
suppliers of wood based products (full information of individual actor groups is found in Appendix 3). 
Condensing the information into driving forces affecting the saw milling industry and extending these 
changes in the format of the solid wood value chain, a developed figure of the initial view of the solid 
wood value chain (figure 4-1) can be constructed. Furthermore, indications of how the saw milling 
industry has developed in relation to changes of the different actors can be highlighted.

4.8.1 Professional end-users including timber frame housing 
manufacturers
Declining new build activities coupled with slightly increasing R&R activities in the 
house building sector has affected the industry structure. The industry is made up of a few 
large companies and a large number of small regionally or locally focused companies. 
Timber framed houses have increased its market share on the single-family housing market 
to 80-90 %.

Increasing cost and declining quality has meant a growing interest in industrialised 
construction for house -building. Timber frame housing production has gotten the furthest 
in developing an industrialized concept. 

The housing construction industry is developing towards a focus on off-site production, 
procurement and logistics of building components and systems to meet customer demands 
with implications of suppliers required to take a more active part.  

An industrialized housing concept assumes a greater responsibility from suppliers in 
product development, standardization of products with high modularity, and active 
engagement in the construction processes.  
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Table 4-3: Uncertainties, expected changes of professional end-user segments and effect on wood 
products suppliers 

Uncertainty or 
driving force  

Expected change Effect on wood-based products 
supplier 

Low new build 
construction and 
growing R&R 

Polarisation of industry. Large 
companies become developers. 
Smaller companies increase in 
R&R 

Partnering – long-term agreements 
Distribution service increases; 
availability, volume and product range 

Availability of skilled 
craftsmen 

Industrialisation of the 
construction process.  
Import of carpenters / 
craftsmen  

Development of standardised building 
components and systems. 

Material neutral 
industry 

Substitution based on 
performance cost ratio 

Product performance 
Development of building systems and 
building components in cooperation 
with other materials 

Cost focus Industrialisation of the 
construction process – lean and 
agile construction. 

Development of building systems and 
building components. 
Logistics is becoming important. 
Cooperation with actors in the 
construction value chain. 

4.8.2 Distribution segments including Builder’s merchants and 
DIY-chains
Declining new construction during the 1990’s has slightly been offset by increasing R&R 
activities. The construction industry market has moved towards a higher share of finished 
and prefabricated products.  

The changing market situation has resulted in a consolidation of the industry with a few 
large national companies, the establishment of nation-wide co-operations of local 
companies, and with new entrants entering the industry (DIY-chains) offering one-stop-
shopping.  

The product range of individual stores has become more uniform decided by on a central 
level following the consolidation of the industry. Product procurement is still much a 
focus on price. The industry expects the suppliers to increase their involvement in sales 
and marketing besides improvements in logistics. 
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Table 4-4: Uncertainties, expected changes of distribution segments and effect on wood products 
suppliers 

Uncertainty or driving 
force  

Expected change Effect on wood-based products 
suppliers 

Development of the 
construction activities, 
both new build and 
R&R. 

Consolidation of the industry. 

New entrants in the R&R 
market 

Larger volumes and ability to supply 
nationally. 
Wider product range 
Focus on distribution, sales and 
marketing. 

Competition from other 
distributors 

Consolidation within and 
between segments 

Larger volumes and ability to supply 
nationally and internationally 

Skills and knowledge in 
the distribution 
segments 

General sales and marketing 
skills rather than specific 
product or material 
knowledge.  
Fewer products, more value-
added in larger volumes.  

Increased involvement from suppliers 
in marketing and product information 
both to customers and personnel. 
Demand on prefabricated and finished 
products. 

Material neutral industry Substitution based on 
performance cost ratio. 
Branding of offered products 

Product performance 
Development of building systems and 
building components in cooperation 
with other materials 

4.8.3 Industrial end-user segments; structural and appearance 
Industrial end-users have during the 1990’s increased their presence on the export markets 
following the decline on the domestic market resulting in increased competition, a wider 
product range, affected more by fashion etc.  

The industry has in general seen a consolidation towards larger companies and with an 
increasing share of international owners affecting the demands on suppliers in terms of 
larger volumes and improved distribution services. 

Increased focus on product procurement as a mean to lower cost has resulted in 
outsourcing decisions of both products and production processes. 
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Table 4-5: Uncertainties, expected changes of industrial end-user segments and effect on wood 
products suppliers 

Uncertainty or driving 
force  

Expected change Effect on wood-based products 
supplier 

Development in 
construction activities, 
both new build and R&R 

A continuing consolidation of 
the industry. 
Need for new products meeting 
R&R markets. 
International involvement 

Larger volumes and ability to supply 
nationally. 
Joint R&D 
Increasing share of blanks and 
components 

Material faithful  International fashion and trends 
will affect material choice. 
Price / performance ratio will 
increase in importance 

Development of components suitable 
for different end-products and 
customers.  
Increased demand on marketing and 
product info. Constant dialogue on 
product and production development 

Skills and knowledge in 
the industry 

Still and emphasis on 
production and product 
development, but increasingly 
important sales and marketing 
skills.   

Increased involvement from 
suppliers in marketing and product 
information both to customers and 
personnel. 
Demand on prefabricated and 
finished products. 

Uniform product 
standards 

Internationalization of industries Demand on components and 
modules that can be configured 
meeting different countries 
standards. 
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4.8.4 A developed solid wood value chain 
The changes that has taken place in the solid wood value chain, affecting products, 
production processes and distribution of sawn timber from the saw milling industry makes 
it possible to construct a developed figure of the chain. Figure 4-4 is an extension of figure 
4-1 which is further developed into figure 4-5 and 4-6, including sawn timber volume 
changes between 1980 and the present. Furthermore, actions taken by the Swedish saw 
milling industry in general is highlighted as hotspots.  

Forest

Agent
Private consumer 
market 

Builders 
merchants Ind. End-user 

Sawmill 

DIY 

Importer 

Export 

Flow of 
Products 

Flow of 
Information 

Construction 
value chain 
- Developers 
- Consultants 
- Contractors 
- Management 

The size of the arrows indicate the relative share of totally produced sawn timber 
moving between actors i.e. the arrow saw mill and the export market is larger than 
the one between saw mill and Industrial end-user indicating that the volume of 
sawn timber is larger on the export market. The dotted arrows indicate the flow of 
information and in some cases it is only one-way indicating that information is 
mainly only in one direction. 

Figure 4-4: A developed view of the solid wood value chain 
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Figure 4-5: Solid wood value chain. Production and distribution of sawn softwood timber, million 
m3. Around 1980 (SIND, 1980; Elowsson, 1984; Lönner, 1985) 
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Figure 4-6: Solid wood value chain. Production and distribution of sawn softwood timber, million 
m3. 2003 (Vinnova, 2002; Näringsdepartementet, 2004; Cei-Bois, 2004) 
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Hotspot # 1 – Raw material uncertainty 

The development in the chain forest-saw milling industry has seen the following 
developments: 

Development in harvesting machines incorporating scanning, computer and 
production technology has increased possibility to measure, evaluate according to 
set criteria and to buck with high precision.  

Improvements in the establishment of the relation between internal wood 
properties and the properties of the sawn timber using various scanning devices 
(Grönlund, 1992; Grönlund, 1995; Hagman, 1996; Jäppinen, 2000).  

Improved infrastructure (road network), GPS controlled and managed distribution 
from forests to mills to minimize storage at mill site and optimize distribution of 
different raw material qualities to different mills. 

The power from raw material suppliers following consolidation among forest owners and 
forest companies including the establishment of Sveaskog, has resulted in: 

Different saw milling companies are joining into purchasing groups 

Imports from the Baltic States and Russia 

Environmental certification of raw material is increasingly used in marketing of 
sawn timber products. 

Hotspot # 2 – Operational and organisational changes at the saw mill site 

Developments in production processes in the saw milling industry have affected 
operational platforms and organization in the saw milling industry. 

Improved scanning techniques to determine internal structure and properties of 
incoming raw material prior to breaking-down. CT-scanning, Ultrasound as well 
as 3D-measuring of log surface have taken the possibilities further (Grönlund 
1992; Grönlund, 1995; Hagman, 1996; Jäppinen, 2000; Edlund, 2004). 

Incremental product developments in sawing technology have increased 
automation, speed and accuracy. The productivity per man-hour has increased 
(Navrén et al., 2002). New kiln-drying schemes improve drying to final moisture 
content and at the same time minimize defects (from drying).   

Scanning technology to determine the quality of the final product in respect of 
customer requirements has been or is being installed in the mills (Warensjö, 1997; 
Navrén et al., 2002).  

Introduction of IT solutions monitoring the process chain from forest, through 
the saw mill and to the end-user (Trätek, 2002). 
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These are examples of technical changes that have resulted in: 

An increased focus on one-wood-species consuming mills to improve production 
and accuracy in sawing, drying, and trimming in meeting customer demands on 
larger volumes of specific product qualities.  

Larger saw mills, with reduced unit costs, and at the same time organizing a 
number of saw mills towards specific products, market segments or customers 
(Navrén et al., 2002). 

A trend towards centralised organisations. Raw material is purchased and 
controlled from one location and not at each individual sawmill. The same with 
the marketing and sales functions. The sawmills are turned into pure production 
units, with specified production orders from the centralised sales function and fed 
with raw material from the purchasing function. 

Hotspot # 3 – Changes in sales to Industrial end-users of appearance products 

Improvements in production processes and organizational changes towards one-species saw 
mills have resulted in increased sales to these segments. As these segments are consolidating 
and becoming more international, demands on product performance such as little variation 
in product quality, larger volumes of a wider product range, and increasingly affected by 
fashion, the saw milling industry has met this by: 

Focus the production towards different pine products at different mills.  

Increased further processing such as KD to final moisture content, cut-to-size, and 
value-adding such as planing, painting, components production, and distribution 
services to take on initial production processes from these segments. 

Developing brand names of different products to differentiate from competitors. 

Hotspot # 4 – Changes in sales to Industrial end-users of structural products and timber 
framed housing 

These segments are increasingly moving towards an industrialized construction concept 
with pre-cut components, modules etc. Spruce is the dominant species consumed due to 
its homogeneous quality, and demands on further processing from suppliers are e.g., 
planed products, specific dimensions and lengths, stress-graded products, components etc., 
have been met by the saw milling industry in different ways. 

Integrating planing, stress-grading, finger-jointing in the sawing process (Navrén 
et al., 2002), 

Focused on one-species mills directed towards constructional products. 
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Development and production of value added products such as gluelam beams, roof 
trusses, building systems. 

Distribution centres offering a wider product range also of other wood based 
products, timely deliveries, improved product knowledge. 

Establishing internal technical expertise and increasingly engage in product 
development projects with customers as well as external agencies e.g. universities, 
institutes etc.  

Hotspot # 5 – Changes in sales to distribution segments 

The distribution segments, Timber and Builder’s merchants and DIY-chains are 
increasingly consolidating and these segments are increasingly becoming international in 
their market focus. In meeting the demands from these segments in terms of wider 
product ranges, larger volumes, timely deliveries on a national basis, technical sales and 
marketing support, the saw milling industry has responded with: 

Organizing mills towards specific species, products and even customers.  

Utilizing the technical developments in production processes to increase 
efficiency, accuracy and flexibility meeting the demands.  

Further processing such as planing, finger-jointing (length requirements), bar-
coding, individual wrapping.  

Creating brand names of different products especially for the DIY chains.  

Distribution centres close to mills, where also other wood based products are 
stocked meeting the demands of a wider product range.  

Sales offices close to market to improve response time from customers.  

Hotspot # 6 – Changes in sales to the professional construction segments 

As these segments are moving towards partnering, prefabricated products and industrialized 
construction it is increasingly becoming important for suppliers of building materials to 
have knowledge of the coming trends and changes. The saw milling industry has reacted 
to this by: 

Actively engaging in construction projects to learn how the construction process 
works.

Product development for in-house production as well as in combination with sub-
suppliers achieving a wider product range towards the construction industry. 
Some companies are developing own building systems of wood, based on their 
previous knowledge in structural wood products, i.e., gluelam beams. 
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Improvements in distribution solutions aiming for JIT deliveries of different size 
batches. 

Active engagement in branch organizations to enhance the usage of wood 
particularly in construction, both on a national and international arena.  

What is apparent is the increased interest in the development of an industrialized housing 
concept. This interest is further enhanced by the recent establishment of committee in the 
branch organization supporting the appointment of a “Träbyggnadssamordnare” from the 
government. Also, the appointment of a “Byggsamordnare” aiming at developing the 
construction industry towards a higher level of industrialization has had positive influence 
on the saw milling industry’s engagement and interest.  
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5 Cases 
This chapter presents the case companies and their product market strategies. The presentation is 
derived from a high-level perspective, and is in the format of a general description of the company, and 
its relation to markets, production and raw material.

5.1 Summary of case companies 
The case companies have different types of ownership; Derome AB, Martinson AB and 
Vida AB are privately owned companies. Södra Timber, Moelven Industrier ASA and 
Setra Group are owned by forest owners associations or jointly with forest companies. 
Two companies, SCA Timber and Stora Enso Timber are divisions within large forest 
corporations. The eight case companies make up approximately 50 % of total Swedish 
sawn timber production in 2004, not including operations outside Sweden. The raw 
material procurement differs between the case companies, from a high share of 
procurement from own forests or jointly owned (SCA and Stora Enso) to sole 
procurement on the open market (Derome, Martinson and Vida). Moelven, Setra and 
Södra combine long-term agreements with owners, and sourcing on the open market.  

Table 5-1:  Summary of case companies; ownership, production and raw material procurement 

Chapter 
Page 

Company Ownership Total volume  of 
sawn timber (m3) 

Raw material procurement 

Chapter 5.2  

Page 69 

Derome Private      340 000 Own company - procurement and forest 

services. 

Private forest owners in area. 

Chapter 5.3  

Page 77 

Martinson Private      350 000 Own company. 

Private owners and forest companies 

Chapter 5.4  

Page 85 

Moelven 65 % Finnforest, 35 % 

Norwegian forest 

owners assoc. 

   1 870 000  Long-term agreements with forest owners 

in Norway, and jointly owned company in 

Sweden. 

Chapter 5.5  

Page 97 

SCA Timber SCA AB, large forest 

products company 

   1 470 000 Own division. Procurement from own 

forest, private owners, forest comp. 

Chapter 5.6  

Page 105 

Setra Group Sveaskog 51%, 

LRF,25% Mellanskog 

24%, Others 1% 

   2 225 000 Long-term agreements with owners.  

Chapter 5.7  

Page 115 

Stora Enso 

Timber 

Stora Enso, large 

forest products 

company 

   6 600 000  Own division procuring raw material from 

own and external forest resources. 

Chapter 5.8  

Page 123 

Södra Wood 

Products 

Södra AB, Forest 

owners association 

   1 360 Division within corporation procuring raw 

material from private forest owners 

(owners) 

Chapter 5.9 

Page 131 

Vida AB Private      900 000 Own company conducts procurement and 

forest services from private forest owners 
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The production mix of the case companies varies from a high share of standard sawn 
timber with little further processing (SCA) to a wide production mix spanning from 
standard sawn timber to the management of the finished house (Derome). The case 
companies experience different degrees of further processing from planing, finger-jointing 
and cut-to-size (SCA) to engagement in planning, constructing and managing a house 
building (Derome). The same goes for integration both up- and down-stream with own 
forest resources to high integration in the distribution channels to ownership of 
construction companies (table 5-2).  

Table 5-2: Summary of case companies; production mix and integration downstream activities 

Company Production mix Integration – downstream activities 
Derome One-species saw mills producing sawn, 

planed and treated timber. Building 
components (roof trusses, truss systems and 
wall elements), TFH, Multi-family houses. Bio 
fuels 

Roof truss manufacturing, building 
components and systems manufacturing, 
Builder’s merchant, Timber frame housing, 
development of houses. Bio energy 

Martinson Sawn and planed timber, painted panels, 
gluelam beams, solid wood structural boards 

Gluelam beams production with 
construction service, solid wood structural 
boards, supplier and contractor of building 
components and systems 

Moelven Moving towards product specialization of saw 
mills. Sawn and planed timber, Joinery 
components, Gluelam beams, solid wood 
structural boards, House and office modules 

Gluelam beams production with 
construction service, solid wood structural 
boards, modularised timber framed houses, 
and office interior modules.  

SCA Timber One-species, product specialized saw mills. 
Sawn and planed timber, profiled products. 

Importer/distributor/wholesaler business in 
the UK 

Setra Group One-species saw mills. Sawn and planed 
timber, treated timber, edge-glued and solid 
panels, flooring, gluelam beams. 

Gluelam beam production, flooring 
production, wholesaler and distributor 
business in Sweden 

Stora Enso 
Timber 

Heading for one-species product specialized 
saw mills. Sawn and planed timber, joinery 
components, edge-glued panels, building 
components, gluelam beams 

Gluelam beam production, Builder’s 
merchant business in Finland 

Södra Wood 
Products 

Towards one-species saw mills. Sawn and 
planed timber. Treated timber. Mouldings and 
panels. Building components. Bio fuels 

Wood-based consumer products 
(mouldings, interior panels, flooring), 
structural building components in Sweden 
and lately in the UK. Bio energy 

Vida AB Dimension and product specialized saw mills. 
Planed timber, Treated timber, Packaging 
products. Bio fuels. 

Packaging products. Bio energy 



Chapter 5 – Cases 

___________________________________________________________ 
67 

The market prioritization varies from a fairly large volume on the domestic market(s) 
(Moelven – Scandinavia) to a large volume on markets outside Sweden (Stora Enso – a 
global actor). The marketing organizations of the case companies show similarities often 
with centralized sales and marketing and increasingly own sales offices in prioritized 
markets. All case companies are striving for short order and delivery time increasingly 
using trucks for distribution. Centralized distribution centres, matching the increasingly 
product specialized saw mills with customers’ demands on product specifications.  

Table 5-3: Summary of case companies; ownership, production and raw material procurement 

Company Market mix Marketing organization Distribution logic 
Derome Sawn timber: Sweden 50 % 

UK Denmark, Norway, Holland, 
Germany. 
Other products mainly to Sweden 

Centralized sales office 
using agents for 
international markets. 

Central distribution centre for 
domestic customers. 
Terminal in key market.  

Martinson Sawn timber: Sweden 50 %, UK, 
Spain, Italy, Mediterranean etc.  
Gluelam: Sweden 30 %, Japan 55 %, 
Italy, Germany, UK, Norway 

New organization with 
centralized marketing and 
sales. 

Distribution from saw mills. 
Trucks for domestic 
customers, boats for 
international. 

Moelven Sawn timber: Scand. 75 %, UK, 
Holland, Germany, France 
Gluelam beams: Scandinavia, Japan, 
UK, Germany, Holland. 
Other products: Scandinavia 

Divisionalized.  
Sales offices abroad with 
Finnforest and centralized 
customers’ centre.  

Centralized distribution 
centre serving Builder’s 
merchants and domestic ind. 
end-users. Trucks and boats 
for international from mills. 

SCA Timber Sawn timber: Sweden 25 %, UK 30 
%, France 12 %, Japan, USA, Spain, 
Mediterranean 

Sales offices in key 
markets under central 
group. Sales from saw 
mills. 

Distribution centre in UK and 
terminals in other 
international markets. Boats 
servicing terminals. 

Setra Group Sawn timber: Sweden 35 %, UK, 
Denmark, Germany, Spain, France, 
Japan, Norway, Italy 
Gluelam: Japan, Sweden, Germany 

Decentralized sales 
groups. Sales offices in 
key markets New org. 
under dev. 

Distribution from saw mills 
and from whole-selling group 
by trucks and boats.  

Stora Enso 
Timber 

Sawn timber: Europe 58%, Asia 25%, 
North America 9 % 
North Africa and Middle East 8 % 
Gluelam: Japan, C. Europe, Scand. 

Centralized sales and 
marketing with sales 
offices in key markets.  

Terminals in key markets 
serviced by trucks and boats 
from mills.  

Södra 
Timbers 

Sawn timber: Scandinavia 35 %, UK, 
Ireland and Holland 30 %, Central 
Europe 15 %, Other 20% Other 
products: Domestic 

Centralized sales and 
marketing department with 
offices in key markets 

Distribution centres at a few 
mills. Predominantly truck-
distribution but boats for 
intercontinental. 

Vida AB Sawn timber: UK and Ireland 30 %, 
USA 25 %, Scandinavia 20 %, Japan 
10 %, Other 15 % 
Other products: Domestic 

Centralized sales group 
with offices in key markets.  

Distr. from mills and local 
terminals. Train, trucks and 
boats.  
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5.2 Derome AB 
Derome AB is a private family-owned group of companies. Derome started as a saw 
milling company in 1946 by Karl Andersson, the father of the present Managing Director 
(MD). Today, the third generation of the family is entering as partners.  

The business idea of Derome is to deliver value-added wood products and building 
material to the construction industry. To stay competitive Derome has a market oriented 
approach where the demands and expectations of the customers should always come in 
first and that personal and direct relations combined with an efficient distribution are key 
activities. This has resulted in a broad engagement along the solid wood supply chain from 
forest to a finished house including saw milling, bio energy, Builder’s merchant, wood 
building component manufacturing and wooden frame house production. In the group are 
also companies engaged in land development and real estate development and 
management. The MD states that… 

...this wide engagement is their way of not becoming dependent of any customer or 
market segment. By engaging in the whole solid wood value chain, we (Derome) have 
the possibility to even out fluctuations in individual sectors of the chain. 

The down-turn in the construction industry during the 1990’s combined with an 
unsuccessful engagement on the German market severely affected the profitability of the 
company that the solidity was down to under 10 %. The low solidity made it difficult for 
the company to follow their strategy of staying in front of the competition with rational 
and efficient production facilities, since that requires constant investments. In 2000, a four 
year strategic plan was launched reaching for a total profit of 100 million SEK and with 
solidity at the end of the period of 30 %. In 2004, the goals were met and according to the 
MD, this was thanks to a very engaged personnel working towards similar goals. The 
result of this has been a new plan, taking the former a step further. D600 aims at a total 
profit of 600 million SEK over the next four years and with solidity at the end of the 
period of at least 35 %.  
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Industry and Trade company 
Derome AB 

Real Estate company 
Derome Förvaltning 

Derome Timber AB Derome Byggvaror & 
Träteknik AB 

A-hus AB Andersson Haus 
und Dach GmbH 

Derome Förvaltning 
AB

Forestry
- Derome Skog AB

Wood products
- Derome Timber AB 
- Annebergssågen AB 
- Derome Såg AB 
- Kinnaredssågen AB 

Bio fuels
- Derome Bioenergi AB 

Builders merchant
- Derome Byggvaror 
- EVAB Byggvaror 

Roof trusses
- Derome träteknik 

Building components
- Derome Träteknik 

Stick built houses
- Varbergshus 

Family houses

Cottages

Other

Roof trusses

Renting of facilities

Real estate 

Land exploitation

Figure 5-1: Company organization of Derome AB

Divisions of Derome AB 

Derome Timber  
Derome Timber, as one of four divisions of Derome AB (see figure 5-1), is made up of 
three companies, Derome Skog AB operating in the forestry business, Wood Products 
with the three saw mills, and Bio fuels with Derome Bioenergi AB.  

Forestry – Derome Skog AB 
The role of Derome Skog is to secure a long-term supply of raw material to the three saw 
mills and the bio fuel engagement. There are 10 persons involved in the purchase of 
standing timber from private forest owners along the Swedish west coast (from the 
Norwegian boarder to the country of Skåne). The annual volume requirement is 
approximately 700 000 m3 of timber, which is felled by private felling entrepreneurs. 
Besides acting in the purchase of standing timber, Derome Skog also offers consulting 
services in forestry matters to the forest owners. 

Wood Products – Derome Såg, Kinnaredssågen, and Annebergssågen 
The sawn timber production units of Derome Timber consist of Derome Såg, 
Annebergssågen, acquired in 1981 along with the wooden house manufacturing company 
A-Hus and Kinnaredssågen acquired in 1990 (table 5-4). The present total production of 
sawn timber is approximately 340 000 m3 and with a planing capacity of 350 000 m3.
There are also a treatment facility with a capacity of 80 000 m3 per year, possibilities of 
producing finger-jointing, cut-to-length and tongue and groove products.  
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Table 5-4: Saw milling units at Derome 

Production unit Species Production 
     (m3) 

Value-adding 
capacity 

Market segments 

Derome Såg Spruce 160 000 Planing 200 000, 
FJ, tongue-groove 

BM – Sw, RT, WFH, P 

Anneberg Pine   80 000 Planing 80 000, 
Treatment 

BM, DIY 

Kinnared Spruce 100 000 Planing 100 000 BM – Sw, UK, WFH, P 
Derome Timber   340 000   
BM – Builder’s Merchants, RT – Roof trusses, DIY – Do-It-Yourself, WFH – Wooden Frame 
house, P – Packaging. Sw – Sweden, UK – United Kingdom 

Bio fuels – Derome Bioenergi AB 
Derome Bioenergi AB started as an internal unit to Derome Såg, producing steam to the 
dry-kilns using waste from the saw mill production. Following the increased demand of 
bio fuels from the society, Derome started to produce pellets for the open market in 2000. 
The MD is certain that the market for bio fuels will continue to grow and with a high 
margin for the product, Derome is aiming at increasing the production. Also, having 
Derome Bioenergi in the group other forest products can be handled by Derome itself 
instead of selling to for example the pulp industry or other bio fuel producing companies.  

Derome Byggvaror & Träteknik 
Derome Byggvaror & Träteknik is acting in the areas following the primary production in 
the solid wood supply chain.  

Derome Träteknik 
Derome träteknik is engaged in two activities, roof trusses manufacturing and building 
components for the construction industry.  

The annual production is somewhere between 70 000 – 100 000 roof trusses, making 
them the largest producer in Sweden. The supply of raw material are exclusively sourced 
internally and mainly from Derome Såg (situated next to each other). 

The other area of Träteknik is geared to supply local and regional construction companies 
with building components such as prefabricated wall elements, floor joist systems and roof 
sections. The two units work closely together to meet customer requirements.  

Derome Byggvaror 
Derome Byggvaror started in 1975 following the philosophy of the company to integrate 
further down the supply chain coming closer to the end-consumers of sawn timber – the 
construction industry and its affiliated industry sectors in the wood industry. By engaging 
in this market segment, the MD argues that Derome has been able to learn more of the 
specific requirements from the construction companies as well as creating a long-term 
demand of sawn timber from internal saw mills. In 2004, EVAB, a Builder’s´ Merchant in 
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Falkenberg was acquired to better meet the demand from customer in that area. Further 
acquisitions and growth is to be expected in the future according to the MD.  

A-Hus AB 
Annebergshus was acquired in 1981 along with the Annebergssågen. The company is 
producing some 350 wooden frame housing units per year including both single-family 
houses and cottages for the Swedish market. There is also a small export going mainly to 
the Netherlands and Denmark. The sawn timber for the production of timber framed 
houses is supplied internally.  

Andersson Haus und Dach GmbH 
When the domestic construction market dipped in the beginning of the 1990’s, many 
Swedish single-family house manufacturers started to look abroad to find a market for their 
production. Derome acquired a production unit outside Berlin in 1993 and tried to enter 
the German market with both houses and roof trusses. Today, only the roof truss 
manufacturing remains.  

Derome Förvaltning 
Derome Förvaltning is a sister company to Derome AB engaged in land exploitation and 
real estate development and management. The land exploitation started in 1995 and has 
since grown dramatically. Production is mainly on own land and in 2004 the company 
owned and operated about 800 apartments and with an annual construction rate of 
approximately 250 units per year that number will increase. There is a close cooperation 
between the two companies as sawn timber and building components are delivered from 
Derome AB but also on a strategic level both with the same ownership.  

Market segments and customers 
The overall business idea of Derome is that they should never be dependent of any market 
segments or any customers, which the MD points out several times during the interview. 
He further argues that a product with a higher customer adaptation is less volatile in price 
and since sawn timber is a commodity product with basically a world market price 
Derome has to perform additional customer services to differentiate from competitors. 
This has lead Derome to engage in businesses further down the solid wood value chain. 
Historical reasons stemming from the quality of the forest raw material in the area around 
Derome, the company has actively focused on the construction related industry section of 
the solid wood supply chain. Therefore, the market segment and customer structure of 
Derome as a whole is at the same time dispersed and concentrated. Dispersed since the 
companies in the group engage in different market segments but concentrated since they 
all are focused on the overall construction industry. Customers to the saw mills are 
competitors to Derome Träteknik, Derome Byggvaror and A-hus but in different 
geographic regions. The strategy of engaging in different businesses has, according to the 
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MD resulted in a low but stable profitability based on the notion that the demand from 
customer segments fluctuates following different cycles.  

Derome Timber is focusing on the market segments related to the construction industry. 
The main products produced are distributed to the following markets segments: 

The building material retailers or Builder’s Merchants 

Industrial end-users such as roof truss, gluelam beam and wooden framed housing 
manufacturers.  

Consequence products are also distributed to the packaging industry.  

Geographically, Sweden is the largest market for Derome timber with UK as number two, 
and Denmark, the Netherlands and Germany as other regions being supplied by the 
company.  

Besides focusing on a small number of segments, Derome Timber has consequently tried 
to establish direct and long-term relations with customers in each market segments 
avoiding agents and importers. This strategy has resulted in a few large customers in each 
market segments, customers with good position and future growth probability. The 
combination of having customers in the forefront of their segments and also own 
companies in the same segments has resulted in a good market knowledge and helped the 
company improve its offer. This has also had a positive affect on the other companies in 
the group regarding their raw material supply. By having Derome Timber in the group, 
they know that the offer is very competitive compared with other suppliers.  

Derome Träteknik is a leading actor on the Swedish roof truss market. The market for 
roof trusses is fairly regional though, due to transportation costs, resulting in a focus on the 
western and southern parts of Sweden. Derome Träteknik offers full service including 
engineering, production and distribution of basically any type of roof truss demanded. 
Customers are mainly small and medium sized construction companies but when 
cooperating with the building component manufacturing plant in the company also larger 
construction companies are customers. 

Derome Träteknik is furthermore engaged as supplier of building components such as 
system of floor joists, wall elements etc. to construction companies in the region. This 
activity has improved their knowledge of the construction industry and is a valuable input 
when Derome Förvaltning is acting on the market.  

Production and distribution channels 
The annual production of sawn timber is approximately 340 000 m3 with a planing 
capacity of approximately the same. The development in production volume has seen a 
growing trend which will continue over the next coming years. More importantly, 
though, is the specialisation of the three saw mills towards specific products, market 
segments and customers. The MD argues for this: 
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We have to have a rational and efficient production process, optimizing volume yield 
but at the same time optimizing the material flow in the mills minimizing waste and 
ultimately cost.  

The implemented strategy as of 2000 indicated a further focus on the construction industry 
and related market segments. The combined information that planed sawn timber products 
is a standard requirement in the segments and that the number of products is fairly small 
resulted in a restructuring of production and distribution in Derome Timber. 
Furthermore, investments have been initiated in order to maintain a rational and efficient 
production. Examples of changes are: 

Derome and Kinnared only producing spruce sawn timber and Anneberg only 
producing pine sawn timber. The sorting and distribution of raw material is taken 
care of in the forests.  

Improvements in the saw line to increase sawing speed.  

Automatic scanning and trimming of boards to specific qualities and lengths before 
kiln-drying. 

Exchanging the previous dry sawn timber sorting line by improved planing 
facilities. 

Optimization of the whole production flow to minimize storage between different 
processes.  

Derome Såg focusing on roof truss components and roof boards, Kinnared 
focusing on studs, roof truss components and boards for the Builder’s merchants in 
Sweden and UK, and Anneberg focusing on treated products for the DIY and 
Builder’s’ merchants segments.  

Furthermore, in 2002 a central warehouse located close to Derome Såg, Derome 
Träteknik (roof truss manufacturing), Derome Byggvaror, was established. The warehouse 
shall act as a distribution central, supplying the own companies as well as the domestic 
market segments (Builder’s merchants, Root truss manufacturers, house manufacturers). 
This arrangement gives Derome specific possibilities. 

Offer a wider product portfolio. 

Act as one company. 

Respond quickly on customer orders. 

Optimize the purchase of distribution capacity. 

Optimize the actual distribution of different customer orders, i.e., distribution 
routes to fill each truck as much as possible. 

The decision of making the saw mills tree species pure has improved the production 
process within the saw mills, fewer products lead to fewer sawing patterns and thus 
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improves the rate of utilization and with increased speed in the production the physical 
flow of products within the saw mill becomes even more important.  

Of the total sawn timber production approximately 10-20 % is delivered to either roof 
truss production or the Builder’s Merchant stores. 

Anneberg 

Derome 

Kinnared 
Spruce 

Pine 

Spruce Central 
warehouse 

UK 
warehouse 

UK 

Netherlands, 
Germany, 
Denmark 

Domestic 

Derome 
builders 

Derome 
Träteknik 

# 1 

# 2 

# 3 

Forest 

Figure 5-2: Solid wood value chain of Derome AB 

Hotspot # 1 – Raw material coordination.

Having own capacity in forestry and long-term relations with forest owners results in a 
possibility to initiate the optimization of the solid wood value chain already in the forest. 
For Derome it has resulted in bucking following a strict length algorithm along with 
sorting into spruce and pine. Furthermore, presently the Bio fuel engagement is profitable 
and the other positive effect is that a higher share of the stems are utilized within the 
company and not sold to other branches.  

Hotspot # 2 – Distribution to customers – external and internal.

The newly inaugurated central warehouse at the site of Derome saw mill has resulted in 
further improvements in distribution to customers. With a wide product range always at 
the warehouse and with good road infrastructure close by, external customers especially 
construction companies can be serviced on short notice. Furthermore, internally the ware 
house also acts as storage for the Builder’s merchant and the building components 
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manufacturing. In the near future an internal order-delivery system is to be installed 
further with online monitoring of saw milling production to warehouse stock. 

Hotspot # 3 – Relation between companies.

Being engaged in businesses further down the supply chain affects the individual 
companies positively. The saw mills receive market information early and can thus change 
accordingly and as long as they are competitive in quality and price they have a fixed 
demand on sawn timber. The manufacturing companies have a competitive supplier in-
house, adapting to their requirements in short notice. The main issue relates to 
management judgement in terms of growth. There has to be a constant monitoring of 
changes in the individual companies’ competitiveness and growth prospects, where 
management is required to have in-depth knowledge of the specifics of each industry to 
make the correct decisions.  

Raw material  
Derome Skog is organized in Derome Timber along with the three sawmills and Derome 
Bioenergi resulting in a close cooperation between the individual companies regarding raw 
material volumes, qualities and distribution. Product requirements from both external as 
well as internal customers to Derome Timber should thus be reflected in changed 
requirements on the raw material sourcing. Practically this is done by using price lists in 
harvesters reflecting the requirements, in dimensions and lengths from the saw mills and 
ultimately the customers. The managing director of Derome saw mill states that the length 
adaptation is the most important and presently works properly in such way that a specified 
length distribution based on customer specifications is directing the harvesting. Since 
Derome purchases standing timber, and thus the full volume from a stand, only so much 
can be done in terms of optimizing the dimension requirements. To improve recovery of 
waste, both from forestry and from the saw mill production further investments in 
improved bio fuel production at the saw mills will take place.  

Furthermore, Derome has put emphasize on the saw milling side and invested in scanning 
equipments and enlarged storage capacity of saw logs to optimize break-down. Also the 
decision to create saw mills only producing sawn timber from either pine or spruce has 
had a positive affect. Better communication between forest and saw mills, resulted in fewer 
sawn timber products at each mill, improved volume yield and a more efficient 
production.  

All together it marks Derome as a full service wood products manufacturing company 
utilizing forest raw material in a rational and efficient way, creating value to both the forest 
owners and to Derome AB. 

We have to optimize the flow of forest products and this also includes utilizing waste 
products in the best way as possible (Managing Director). 
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5.3 Martinson Group AB 
Martinson Group AB is a private family owned wood products company with a history 
going back to the early 20th century. The grandfather of the present Managing Director 
(MD) started a home built mobile saw mill in the 1920’s and, in 1939, after increased 
demand for sawn timber, he inaugurated a saw mill in Bygdsiljum on the same site as the 
present mill. The company has developed from a pure saw milling company to a supplier 
of building components based on wood products.  

The development of the company has according to the MD been successful thanks to two 
basic company values or business ideas. The first is a curiosity in technical development, 
which has resulted in an interest in engaging and being involved in various technical and 
constructional projects, internal as well as external, resulting in an on-going learning of the 
personnel and close involvement from management. The organisational structure has thus 
been one with short ways from ideas to implementation. This business idea is squarely put 
by the sales manager for solid wood systems: - If you don’t wish to develop you will most likely 
stop to develop in all aspects -. The second company value is a strategy of not becoming too 
dependent on any of the overall production activities, i.e., forestry, saw milling, gluelam 
production or solid wood engineering. Combining these two values has taken the 
company into one of the most research oriented companies in the Swedish saw milling 
industry and a company in the forefront of moving down the solid wood value chain.  

Martinson Group AB is made up of a forestry division, three saw mills, a gluelam 
production plant, a building component plant producing solid wood panels system and a 
newly started sales company. The company has grown both organically and from 
acquisitions. The organic growth is a result of the technical curiosity leading to 
engagement further down the solid wood value chain, starting with gluelam and lately 
solid wood panels. To maintain the strategy of not being too dependent on any 
production, the saw milling business has increased. In 1996 the nearby Hällnäs Såg was 
acquired and incorporated in the group, and in 1998 Svenska Träbroar was acquired in 
cooperation with Wallmarks. The latest acquisition came in 2003 when Martinson 
purchased Wallmarks Såg and the remaining shares in Svenska Träbroar. In 2005, 
Martinson Trä, a sales office responsible for sawn timber and standard gluelam was 
established. The present organization chart is shown in figure 5-3. 

The turnover has increased following the acquisitions and organic growth and was for the 
whole group approximately 800 million SEK in 2003. The company has maintained a 
good profitability resulting in a solidity of around 50 %.  
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Figure 5-3: Organization chart – Martinson Group  

Market segments and customers 
The decision of not becoming too dependent on any markets or customers has meant a 
diversification in production and hence in the market place. According to the Marketing 
manager for gluelam there has been little over-lapping of the customer structure between 
sawn timber and gluelam. The reason is the complexity of the products, i.e., gluelam 
needs more technical sales service compared with sawn timber and thus meets different 
customer demands.  

The market segments for gluelam beams have traditionally been companies manufacturing 
timber framed houses, roof trusses, Builder’s merchants but also construction companies. 
Geographically, Sweden has been the dominant market but presently Japan is the largest 
with a 50% share of total distribution. The success of the gluelam business is acknowledged 
the company’s interest for technology and hence earned competence and reputation. 
Martinson has tried to maintain a quality image, exemplified by the late introduction in 
Japan. Martinson did not want to deliver to the Japanese market until the products met the 
stipulated quality on a continuing basis. 

The customer relation has been on a direct and personal basis. Gluelam being a value-
added product with properties that can be changed and controlled in the manufacturing 
process the need to have direct contacts to get the right demands is crucial for a long-term 
successful cooperation. Therefore, Martinson has had a larger number of salesmen for 
gluelam than for sawn timber. The development in customer structure has been from 
standard gluelam beams sold to Builder’s’ merchants or timber framed housing 
manufacturers to presently increased sales directly to the construction industry utilizing the 
construction expertise and competence of Martinson. Recently, Martinson started an 
engagement in solid wood panel systems. These systems stem from the manufacturing and 
construction knowledge of gluelam and Svenska Träbroar and from research projects 
Martinson has been involved in. To develop this business, the company has to decide 
whether to move even further down the solid wood supply chain, entering into the 
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construction market as a subcontractor or even main contractor. A first step in that 
direction was, according to the MD taken in the beginning of this year, when Martinson 
Trä AB, the new sales company was established. The sales company coordinates 
production and sales activities of sawn timber and standard gluelam beams. At the same 
time a project group was established responsible for the sales and production of specialised 
gluelam beams and solid wood systems with the aim of entering the construction market. 
Maintaining a high level of customer competence and demands, and to improve 
profitability of the sawn timber production were two main reasons for the establishment. 
Also, as the Marketing manager for gluelam, puts it:  

The basic quality of the timber in this area has historically made it easy to sell the sawn 
timber products with a minimum of involvement and with a good profitability, but 
today additional services are required to achieve a competitive advantage. Improved 
knowledge of customer requirements is needed.  

Furthermore, engaged in projects aiming at the construction industry, the management 
saw it as a natural step and a possibility to build up a market position on the basis of their 
previous knowledge. 

Traditionally, Martinson has sold the produced sawn timber using agents or importers, 
even on the Swedish market. The reason for using agents and not going direct is related to 
a lack of market knowledge and the fact that the profitability over time has been good 
using this strategy. With increased competition a softwood sawn timber supplier of today 
have to offer something extra, a product, rather than the physical material according to the 
MD. He further states:  

There are no short-cuts. To learn about the demands from customers and market 
segments, we have to by-pass agents or to engage and involve agents more about our 
specific prerequisites suiting the customer demands.  

Also, as Martinson acquired Hällnäs Såg and Wallmarks Såg the customer structure and 
ways of doing business of these companies have been added to the Martinson way.  

We could actually have three agents supplying the same customer using three different 
distribution methods. We had to do something to become more customer focused.  

The response to this was the establishment of Martinsons Trä AB a sales office 
coordinating sales and production of sawn timber from the three saw mills.  

Production and distribution channel 
The group has three sawmills producing sawn timber, the original saw mill in Bygdsiljum, 
Hällnäs Såg acquired in 1996 and Wallmarks Såg in 2003. The three sawmills, though 
situated fairly closely to each other and with similar forest raw material, have had different 
development in terms of value-adding and production focus.  

Martinson Såg in Bygdsiljum is producing some 200 000 m3 of rough sawn timber split 
evenly between spruce and pine, with a low level of adaptation. The decision of 



Chapter 5 – Martinson Group AB 

___________________________________________________________ 
80 

producing both pine and spruce sawn timber comes from the fact that both pine and 
spruce are grown in the forests in the vicinity of the saw mill. Spruce centre pieces are 
used internally for the gluelam beams production and spruce side boards are sold 
externally. Pine from the area have a high quality in terms of knot structure, annual ring 
width and other appearance properties producing sawn timber suitable for appearance 
products. The consequences of delivering basically all spruce sawn timber internally are 
that the knowledge of the spruce consuming markets is low, quality discussions and 
reclamations are hampered since both activities are within the same company, and that 
investments improving value-adding had to be taken by the pine sawn timber production 
alone.  

Spruce centre pieces are transported to the gluelam plant and transformed to gluelam 
beams sold mainly on the Japanese and Swedish market.  

In 2003 a plant producing solid wood panel systems was inaugurated. The panels consists 
of lamellas or boards, 22 or 35 mm thickness, glued cross wise in five layers, to a final 
product with dimensions of approx. 100x1200x2400 mm (TxWxH). Lower quality sawn 
timber or consequence products from the saw milling production can be used as material 
for producing solid wood panel systems. The lamellas need to be planed on at least one 
side and kiln-dried to 9 % moisture content. Since the saw mill in Bygdsiljum is not 
equipped with a planer, pine lamellas are taken from Wallmarks and the spruce lamellas 
from the gluelam production.  

At Hällnäs Såg approximately 85 % of production of a total of 55 000 m3 is of pine sawn 
timber and with a further adaptation of components aiming at the door and window 
segments. As for Martinson Såg the customer and distribution channel has been though 
agents and delivering large volumes at a time. The high quality of the raw material in 
combination with a rational production has resulted in a one of the highest profitability in 
the Swedish saw milling industry.  

Wallmarks Såg in Kroksjön produces some 95 000 m3 of spruce and pine sawn timber of 
which 40 % is further processed. To meet the demands and requirements of their 
customers the company has actively developed the further processing and is now able to 
offer planing, rip-sawing, finger-joining, gluing, impregnation or painting facilities. About 
50 % stays in Sweden with Norway and UK as other important markets.  

The actual distribution of sawn timber from Martinson goes by truck, either directly to 
customers or to the nearby harbours in Skellefteå or Umeå for further transportation 
abroad. Situated in the Northern part of Sweden, transportation is a competitive 
disadvantage, which has resulted in a strategy of selling as large volumes as possible to as 
few customers as possible.  

The distribution channels from forests to end-consumer is about to change. The main 
change is the set up of the sales office and hence the further division of the sawn timber 
operation aiming at industrial end-users but also Builder’s merchants and gluelam and solid 
wood systems aiming at the construction industry directly. One of the sales directors says 
that the strategy of aiming more directly at industrial end-use customers, will most likely 
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also affect the adaptation level of the sawn timber. Martinson is aware of that investments 
have to be made in further processing equipments but initially these demands are solved by 
producing those adaptations at either Hällnäs or Wallmarks and secondly to engage other 
companies in the region to perform the operations. Furthermore, the establishment of the 
sales office also affects the actual transportation of the goods. Presently there are probably 
at least three different transportation strategies in the company, stemming from the 
acquired saw mills, thus an important task to find a solution as quickly as possible. 

The company will extend its engagement along the solid wood value chain, and ultimately 
move into the final “box” as a contractor and thus a customer to the sawn timber side.  
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Figure 5-4: Solid wood value chain of Martinson before reorganization   

Hotspots # 1 - Heterogeneity of raw material.

The high quality of raw material makes it suitable for appearance industrial end-users, 
which has been utilized in the past. The optimization of procurement is hampered by the 
ownership structure of the forest resource. Martinson has built long-term relations with 
private forest owners and by experience knows approximately the quality. The remaining 
volume is taken from larger forest companies and it is more difficult in obtaining a quality 
and length distribution fitting the production at Martinson. Overcoming this issue, 
Martinson has invested in sophisticated scanning and measuring devices to sort the logs 
prior to break-down.  

Hotspot # 2 – Customer relations through intermediaries.

The lack of market information and exact customer requirements affects the saw mills 
when optimizing production but also the purchase of raw material. In the past Martinson 
has used agents for the sales of pine products to the international markets.  
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Hotspot # 3 – Interaction.

As the solid wood systems business is fairly new the interaction between that business and 
gluelam is not decided. Should this combined business become the core of the overall 
company or how should Martinson handle it?  
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Figure 5-5: Solid wood value chain of Martinson as of January 1st 2005   

Hotspots # 1. Engagement in the forestry business.

The new organizational structure could lead to improved requirements from the saw mills 
and increased responsibility on the forestry business to purchase and deliver the right 
product to the right mill at the right time. The result is even closer cooperation between 
forestry, saw mill and the sales organization.  

Hotspot # 2. Distribution of standard products.

The sales office should become the node in the company, and based on customer demands 
and in cooperation with the sawn timber production set up production schedule to meet 
the demands internally and externally. The challenge for the sales company is the changed 
customer strategy, moving from using middlemen to going directly to industrial end-use 
customers. At the same time Martinson is actively engaging in a new market – the 
construction market, with their construction gluelam and solid wood systems. These two 
changes could take much management time and financial means to be successful. Both 
strategies aims at direct contact with customers, thus there could be a mutual benefit 
within the company.  
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Hotspot # 3. Engagement further downstream.

By combining the constructional side of the gluelam business with the solid wood panel 
systems is a clear and evident strive in becoming an active actor in the construction 
process. Having the two product lines working together will lead to mutual benefit and 
further enhancing the constructional expertise. To ease the direct involvement from top 
management a sales and marketing office should be established to work with construction 
projects, coordinating the production based on customer demands, and interacting with 
the sawn timber sales office.  

Raw material 
The company has its own forestry business, responsible for purchasing standing timber and 
supplying the mills. About 50 % of the timber is sourced from private forest owners and 
the other half from the three large forest companies operating in the area. To build long-
term relations with the private owners Martinson also offers other forestry services e.g. 
thinning, pruning, and regeneration. Presently there are 10 persons in this business.  

The aim is to build a relation with the forest owners to guarantee a long-term supply of 
saw logs. Furthermore, a second aim is to optimize cutting and bucking into lengths and 
dimensions suitable for the sawn timber production. According to the MD the latter aim is 
the most difficult. Forest owners have their definition of quality of the logs, which 
sometimes doesn’t correspond with the saw mill’s definition. Since the raw material cost is 
a large share of the total cost in sawn timber production, the two definitions should not 
differ too much, if any at all. Therefore, by experience Martinson know that some forest 
areas have qualities not suitable for them, thus not purchase from that area. The problem is 
that those areas or stands are sold to the larger forest companies which then deliver the raw 
material to Martinson. As for many other saw mills Martinson has tried to solve this 
problem by installing advanced measuring devices in the beginning of the saw milling 
process. Thereby, the logs can be sorted into groups roughly suitable for a specific end-
product. The MD argues that: 

Since we don’t have the knowledge of what the final customers require it is difficult for 
us to optimize the purchase and supply of saw logs.  

Again, a market knowledge is required to stay profitable, which is further enhanced by the 
fact that presently the prices for pine and spruce sawn timber are closing, making it more 
important to supply the right customers with the right products. The Marketing manager 
states that since the cost for pine saw logs is much higher in the Northern parts of Sweden 
compared with in the southern part but with a global market price for sawn pine timber, 
we need to find customers willing to pay a higher price for a better quality. Presently, the 
agents are profiting on our lack of market knowledge, claims the Marketing manager. 
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5.4 Moelven Industrier ASA 
Moelven Industrier ASA is a Norwegian forest products company operating in the wood-
based products markets. Moelven has a history going back to 1899 when Moelven Brug 
AS was established. In 1960 Moelven entered into the gluelam business with further 
expansion following the take over of the Swedish Töreboda Limträ AB in 1982 becoming 
one of the largest gluelam beam producers in Europe. Deeper involvement in Sweden 
followed as Dalaträ AB was acquired in 1985 and the Westwood group in 1998. The 
company was at that time listed on the Oslo stock exchange with a large number of 
owners. In the beginning of the 21st century six of the Norwegian forest owners 
associations entered the company, aiming at securing the value of their members’ forest 
estates by owning own production capacity and increasing control in the market. 
Discussions with forest owners associations in Sweden and Finland led in 2002 to the entry 
of the Finnish wood products company Finnforest as majority owners in the company 
together with Metsäliitto presently holding 65,2 % and the Norwegian associations 34,6 % 
of the shares. The new ownership structure resulted in a delisting from the stock exchange 
in 2002.  

The forest owners associations have a different basis for their engagement in Moelven 
compared with the previous ownership structure. The commitment and engagement 
comes from their member’s forest estates and the capital the forests hold, and thus a 
possibility to create and secure a long-term sustainable return on that capital.  

The vision of Moelven is to become the market leader in Sweden, Norway and Denmark 
(Scandinavia) of wood-based construction material and services. The position should be 
developed by: 

Becoming flexible, long-term meeting customer needs 

Developing business concepts and trademarks in the forefront of customers and 
competitors 

Becoming the most profitable company within prioritised businesses 

Moelven should be synonymous with quality, expectations and positive 
experiences.  

The company has grown tremendously during the past years from a turnover in 1997 of 
2.4 billion NOK to 5.6 billion NOK in 2004. The growth has come both from mergers 
and acquisitions and from organic growth. According to the Managing Director of 
Moelven Wood, the latter is a response to the synergies found both within the larger 
Moelven and between Moelven and Finnforest. The company is still in a consolidation 
process finding its optimal set-up and position in the market. The company vision and 
business strategy of Moelven lay within the strategy of Finnforest as a majority owner that 
aims at becoming a full service supplier of wood-based products and services to the resale, 
upgrading and construction industry. Moelven has thus implemented the market concepts 
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“Building with wood” and “Living with wood” when dividing the construction market 
into three mega segments Industry, Distribution and Project (Estate developers and 
building companies). These mega segments consist of a number of sub-segments with 
different demands and requirements on a wood products supplier. To supply these sub-
segments as professionally as possible Moelven is organised in two business area groups – 
Moelven Treindustri and Moelven Byggsystem (figure 5-6).  

Moelven Industrier ASA 

Moelven Treindustri Moelven Byggsystem 

Timber - sågverk Wood – Förädling Limträ Moelven 
Byggmoduler 

Moelven 
Bygginredning 

19 units in 
Sweden and 
Norway 

16 units in 
Sweden and 
Norway 

3 units in 
Sweden and 
Norway 

5 units in 
Sweden and 
Norway 

2 units in 
Sweden and 
Norway 

Figure 5-6: Organisation chart of Moelven Industrier ASA. This is a new organization structure as of 
August 2005. The business area group Moelven Byggsystem changed name from Byggindustrier. 

Corresponding to this change, Limträ is included in the new business group) 

According to the MD of Moelven Wood AB, the business strategy of Moelven has 
developed from a decentralised strategy, where each business unit had own responsibility 
over purchase, production and sales within an overall frame, to a slightly more centralised 
strategy. The former strategy was developed with a Norwegian market perspective in 
mind. The requirements on wood based products from the construction industry segment 
and especially the Builder’s merchant segment fit the production and output from a saw 
mill well. With a focus on the Scandinavian markets and as new production units entered 
the company also focusing on the export markets in Europe and Japan, the strategy had to 
be developed to become more centralised. The development has gotten the furthest in 
Moelven Wood and has for example resulted in a reorganisation of some of the saw mills. 
The saw mills with an integrated further processing capacity have organisationally been 
moved from the business area Timber to the business area Wood.  

Moelven Treindustri 
Moelven Treindustri is made up of two business areas, Timber and Wood. According to 
the MD of Moelven Wood AB, the aim of these business areas is to supply the 
Scandinavian construction markets and the defined mega segments with wood-based 
products and services. There is a difference in segment focus of the business areas.  
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Moelven Timber 
Since 1997 the business area Moelven Timber has grown from five primary production 
units, (two in Sweden and three in Norway) to a present 19 units in Norway (11) and 
Sweden (8). The location of the units is fairly concentrated in the eastern part of Norway 
and western part of Sweden, which has had an influence on the strategy towards the 
Scandinavian markets. Traditionally, the Norwegian saw mills are to a higher extent 
focused on the domestic market, whereas the Swedish have a higher share on the export 
markets outside Scandinavia. 

The total production volume was in 2004 1.87 million m3 of sawn timber with turnover 
of 3.1 billion NOK.  

Moelven Timber supply Moelven Wood and Moelven Limträ with sawn timber, and the 
annual sawn timber supply is approximately 600 000 m3. Dominant customer groups for 
Moelven Timber are planing mills in Scandinavia, joinery manufacturers such as doors and 
windows, furniture manufacturers and large volumes are delivered to wholesalers and 
packaging customers.  

Moelven Wood 
Moelven Wood organises all further processing units, sales, marketing and distribution. 
Presently, there are 16 units in Sweden and Norway in total, which is an increase 
compared with eight years ago (5 units). The Scandinavian markets (Sweden, Norway and 
Denmark) dominate with a sales share of more than 90%. On a segment level, distribution 
including Builder’s merchants and DIY-chains is the largest segment and with Industry 
including door and window manufacturers a minority share.  

Moelven Byggsystem 
Moelven Byggsystem is made up of three business areas Limträ, Byggmodul and 
Bygginredning, which are active within the prioritised mega segment Project. Having 
these industries within the group of companies benefit the other business areas in ways that 
they have an internal customer that has knowledge of specific product requirements and 
also a knowledge of the development in general of the construction segments. The three 
business units are geared towards different segments and customers.  

The business idea of Byggsystem is to offer industrialised produced construction products 
from wood, aiming at making the construction and building process more efficient.  

Moelven Limträ 
Moelven Limträ is made up of three production units in Norway (2) and Sweden (1) and a 
remanufacturing and sales office in UK. Moelven Limträ is the largest producer of gluelam 
beams in Scandinavia with an annual production of approximately 90 000 m3. The 
turnover in 2004 came to 384 million NOK.  
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Half of the production is of standard gluelam beams aiming for the distribution segments 
including Builder’s merchants and Timber framed housing manufacturers. The other half 
is of specialised beams with a higher share of adaptation following specific construction 
requirements from individual construction projects including larger buildings and halls and 
also other projects like bridges. The company has a well-known trademark and is known 
for its construction and adaptation skills.  

Moelven Byggmodul  
Moelven Byggmodul is operating in the Project segment with the customer groups real 
estate developers and construction entrepreneurs. The market segments they are aiming at 
are temporary units such as barracks, sheds etc, short-term buildings such as day-care 
centres and high-rise buildings such as multifamily housing or student dorms. The business 
unit started fairly recent and has grown by acquisitions over the past five years. Presently 
there are five production units, four in Sweden and one in Norway supplying the 
Scandinavian markets. The job for the MD in Byggmodul is to consolidate the different 
production units to better serve the market with construction concepts using wood as a 
structural and process base.  

The turnover in 2004 came to 737 Million NOK and a production of 3 300 units.  

Moelven Bygginredning 
Moelven Bygginredning operates in the construction segment and specifically office 
buildings. The business unit offers flexible interior solutions such as wall sections, window 
and door sections so that an office can be rearranged from time to time. The advantage 
with the solutions is the flexibility in short production time on site, possibility for late 
changes, and that the solutions give the customer a flexibility to rearrange the office space 
later on. 

The business unit has two strong trade marks, Eurowand in Sweden and Nordia in 
Norway, with a total turnover of 520 million NOK in 2004.  

Figure 5-7 exhibits the relation between the individual business areas and the overall 
business strategy of Moelven, and its position and role in the solid wood value chain.  
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Figure 5-7: Market segmentation 

Market segments and customers 
The market segmentation of Moelven Industrier ASA was based on the structure and 
requirements from the Norwegian customer base. The Builder’s merchants in Norway 
demand and are willing to pay for a wider specification on sawn timber for construction 
purposes, i.e., they demand both high and low grade products. The fit to the output from 
a saw mill production is good and thus a higher share of a saw mill’s production can be 
supplied to this segment. The business idea was that the responsibility should be as 
decentralised as possible, which resulted in highly competent personnel in terms of 
procurement, production and sales at the saw mills but sometimes with different ideas of 
how to run the business. The result was a strong position on the Norwegian market but 
also a fairly large share to specific market segments on the export markets. As the 
ownership structure of Moelven changed to include forest owners associations and 
eventually the Finnish company Finnforest, and as the customer structure in prioritised 
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segments is changing to fewer and larger companies, a more centralised market strategy is 
being implemented.  

The market segment strategy of Moelven Timber is to focus on customers in the 
Scandinavian industrial end-user markets e.g. gluelam, timber framed housing, building 
components but also planing mills, moulding producers and doors and windows with 
standardized products. The MD of Moelven Timber AB states that the customers are the 
small to medium sized companies demanding small volumes, high service but are willing 
to pay for this service. He further states that there is a division between Moelven and 
Finnforest in this respect that Finnforest is aiming for the larger companies with a wider 
product range. To be able to have a direct relation with customers in the various 
prioritised market segments, Moelven and Finnforest are merging their sales offices. 
Presently 70 % of sawn timber production is sold on the Scandinavian markets and the 
remaining 30 % on the British, Dutch, German, Spanish and the Mediterranean markets.  

The market segment strategy of Moelven Wood is generally speaking based on a 
development in the builder’s merchants segment and DIY segment where the trend is 
towards fewer and larger companies with a more centralized view and control over 
procurement and logistics.  

Building up a reliable and stable distribution solution for this segment is crucial for success. 
Conducting an internal market study of the market size, industry structure and demands 
from the construction related industries in Sweden and combining it with where the 
production units of Moelven were located, resulted in the present market segment 
strategy. Builder’s merchants, DIY-chains, Timber framed housing manufacturers, are the 
prioritised segments for Moelven Wood. The MD at Moelven Wood raises an interesting 
issue regarding who the customer is:  

Builder’s merchants are the customers to Moelven, while actually the construction 
company or a private person is the real end-user. For a producer and distributor of wood 
based products, the Builder’s merchants are a mean to come closer to the actual end-
user, i.e., a storage and distribution facility and market place for construction material. 
Our customers and we have to realize our roles in the supply chain and what real 
values and costs for the end-user we add to the products.  

Moelven Byggmodul is operating towards the actual construction market defined as 
developers or construction entrepreneurs and has its own organisation to supply their 
customer groups. According to the MD of Moelven Byggmodul, being a part of Moelven 
Industrier ASA Byggmodul can act as a guide to Timber and Wood of what requirements 
are important and what issues they should emphasis. The same goes for Bygginredning. 
The share of sawn timber or further processed solid wood products is however lower. A 
fairly large share of wood products consumed by Byggmodul is sourced internally.  

Production and distribution channels  
The business strategy of Moelven becoming a full service supplier of wood based products 
to the distribution segments Builder’s merchants and DIY chains has affected the set-up of 
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the production units and the investments in production to secure a long-term profitability. 
The former organisation included a high degree of decentralised responsibility sometimes 
leading to a sub-optimisation in producing the right products for the right customers. 
Little coordination between the saw mills of what to produce, how to produce and for 
what market segments. According to the MD of Moelven Wood sawn and further 
processed timber for construction purposes (Building with wood) have to be produced as 
cost effective as possible, including distribution. A wooden stud aiming for the Swedish 
construction market can not tolerate too much logistics cost, i.e., has to be produced and 
delivered directly to the customer. The flooring, door, window or furniture 
manufacturing industry demands an appearance product, i.e., the visible quality is more 
important than the actual price. A product as such can thus tolerate a higher distribution 
cost and it is more important to deliver a correct quality and specification.  

The further processing options within Moelven Wood are planing capacity construction 
timber, interior and exterior panels, moulding production. Moelven can also offer 
products produced by Finnforest e.g. Plywood and Thermowood, also other externally 
sourced products e.g. cedar, edge-glued panels and particleboard products.  

Furthermore, to optimize the interaction between primary sawn timber production and 
further processing, the saw mills with an integrated further processing are from March 
2005 organised under Moelven Wood.  

To be able to supply these products as cost efficient as possible, an extensive study based 
on location of customers, product demands from prioritised customers, possible 
distribution solutions and own production layout has been conducted and has affected the 
set-up of the distribution organisation of Moelven Wood. According to the MD of 
Moelven Wood, saw milling companies in Sweden need to visualize the builder’s 
merchants and eventually the end-users , i.e., the construction industry, in the importance 
of choosing the right product, logistics and total cost, and not only the cheapest individual 
product.
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Figure 5-8: Solid wood value chain of Moelven Industrier ASA 
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Hotspot # 1 – Optimizing products in the forests.

The flow starts in the forest, with an initial processing of the tree stem to logs bucked 
determined by quality and length classes. Dependent on the end-use the bucking of the 
stem should reflect the end-use requirements. The possibility for Moelven to steer towards 
length bucking can improve according to the MD of Moelven Wood. There is a need for 
improved communication between the users (saw mills) and suppliers (forest owners) of 
how the value of the forest is decided. This has to be carefully evaluated in accordance 
with the cost of creating too many quality classes leading to long-distance hauling of saw 
logs.

Hotspot # 2 – Internal initial interaction.

The interaction between the two business areas Timber and Wood is an important issue 
with the strategy at hand. Timber is still a fairly decentralised business area with a number 
of unit specific purchase, production, and distribution strategies. The overall market 
segmentation is centralised though. Moelven Wood has implemented a centralised strategy 
with country or even Scandinavian issues determining the set up of purchase, production, 
distribution and market penetration. This is an internal management issue. The latest 
change is that the integrated saw mills are moved from Timber to Wood. The result could 
lead to an even more optimal set up of production and distribution within Wood to 
supply the prioritised market segments.  

Hotspot # 3 – Distribution to the market.

The Business unit Wood is mainly focused on the Distribution segments and with the 
notion that these segments are just a market place and that price is the most important 
criteria, the production and distribution must be efficient and cost effective as possible. 
The production units are thus geared towards specific products, sawn and further 
processed in integrated mills and with distribution directly to the customers. For the 
construction segments other wood-based products, sheet material (plywood and 
particleboard) from Finnforest are also stored and distributed from one distribution point. 
Appearance products such as panelling, mouldings, flooring etc. are produced at a number 
of sites and transported to a central distribution centre (where the moulding production is). 
From here daily trucks are distributing small packages to a number of customers. A third 
distribution centre is in the southern part of Sweden offering appearance products and 
sheet material (further processing possibilities) to industrial end-users but no construction 
timber products due to the fact that it is too costly to transport the heavy products this far. 
Furthermore, a central customer service centre at the location of the head office of 
Moelven Wood AB takes care of order and distribution. The idea is to build long-term 
relations with customers. The MD states: There should be as easy and efficient as possible to deal 
with Moelven. The customer should place an order and then it is up to Moelven to arrange the 
specification as efficient as possible. But still, the final customers are the private DIY person or 
a professional builder. The saw mills have to increase the communication and cooperation 
with the distribution segments finding optimal flows of the products and the information. 
Finally, for construction timber the saw milling industry as a whole has to work to change 
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the market from being price oriented to become total cost oriented , i.e., optimize 
production and distribution to give the end customer the right product, at the right time 
and for the right price.  

Hotspot # 4 – Integration of internal “customer”.

Having the business areas Byggmodul and Bygginredning within the company, Moelven is 
showing that this is the way they are heading for – a focus on increasing the wooden share 
in construction and that wood is a material useful for restructuring the construction 
industry. Presently, the benefits of having these business areas within the company has not 
been utilized fully but with the latest engagement in solid wood panels for construction 
purposes along with the skills in construction in Limträ, Moelven is taking one step 
further. This is also manifested in the new organization. According to the MD of Moelven 
Byggmodul there are similarities between the businesses e.g. the need for an industrialised 
production, the importance of logistics but there are also differences e.g. the focus on 
different units, volume in the saw milling production and pieces in the construction 
industry. The need for communication between the two businesses of what requirements 
and possibilities to meet the demands is crucial for success and Moelven has an advantage 
having both businesses within the company.   

Raw material 
The raw material procurement of Moelven differs between Sweden and Norway. In 
Norway, the set-up is such that there are long-term agreements with the forest owners 
associations, that these are supplying Moelven with saw logs based on production 
schedules from each saw mill. Moelven has thus no actual involvement in the forestry 
practices.  

In Sweden, Moelven has a 50 % share in the company Weda Skog together with the saw 
milling companies Bergquist and Hedin. Weda Skog is a full service forestry company 
purchasing standing timber from forest owners, hiring entrepreneurs for felling, thinning 
and regeneration of forests. Weda Skog supplies then Moelven, Bergquist and Hedin 
according to specifications, which so far has worked properly. Furthermore, as Moelven 
purchased the saw milling group Are, it included a forest procurement group. This group 
is still in operation but supplies only the former Are saw mills.  

The strategy for Moelven Industrier ASA is to move the customer requirements as far up-
stream along the value chain as possible. This means that when a tree is harvested in the 
forest the bucked stems should be destined for a specific mill and a specific product and 
eventually a customer. But under the industry conditions that are present for sawn timber 
with a heterogeneous raw material resulting in a divergent product flow and a high share 
of raw material cost of total product cost and a fairly fixed market price too many saw log 
classes will affect the overall profitability negatively. According to the MD of Moelven 
Timber, the aim is to establish clusters of saw mills demanding different saw log classes 
thus minimizing transportation costs and optimizing felling and bucking. A constant 
evaluation of the fit, between the supply of saw logs and the output of sawn timber, is 
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important and more so as the market segment strategy of Moelven Industrier is being 
implemented. The MD of Moelven Timber states that today the fit is fairly good and that 
Moelven will not push the development towards tree-species pure mills too hard which 
could result in increased raw material costs not being able to off-set in the production of 
sawn timber and on the market.  
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5.5 SCA Timber 
SCA Timber is since 2001 a separate business unit in SCA Forest Products, which in turn 
is a division within SCA AB. SCA AB, was founded in 1929 following the merger of a 
number of small pulp and saw milling industries along the coastline of northern Sweden. 
SCA AB has since the establishment grown to become a major actor in the market for 
hygiene and packaging products based on wood fibre. The turnover for SCA AB was 90 
billion SEK, total number of employees 46 000 dispersed all over the world and one of the 
largest private forest owners with 2.6 million hectares of FSC (Forest Stewardship 
Council) certified forests of which 2.1 million hectares are managed.  

Prior to 2001, the saw mills in SCA were organised in SCA Forest and Timber together 
with the forest organisation with the aim of generating a profit with as little added costs as 
possible and of being a part in the overall fibre strategy for SCA as a pulp and paper 
company. The sawn timber production in the beginning of the 1990’s was around 
600 000 m3 with a low but steady profit. As the market conditions changed with increased 
competition from other European countries, changing demands from growing customers 
and new customer groups the profit from the saw milling operations declined. A process of 
increasing productivity of the saw mills was implemented with good results and with the 
merger with Graninge in 2001 a strategy formulation process started to coordinate the 
strategies of the two companies. A thorough analysis of what the owners expected, the 
historical and future development of the markets, i.e., customer demands and competitor 
analysis in combination with the prerequisites of the organisation resulted in the present 
vision and strategy. SCA Timber shall be “the most profitable supplier of wood-based 
products and consumer-oriented wood products in the Nordic countries”. The Managing 
Director elaborates on this by stating that  

…the business concept enabling our (SCA) vision is to deliver the best mix of wood-
based products, services, knowledge and information to selected customers. This means 
that SCA Timber will focus on quality in the entire offering including services e.g. 
inventory and distribution, supporting customers with product information and 
knowledge and delivery information trough the usage of IT solutions to enhance 
communication, all to support our customers development.  

The strategy formulation process involved the entire organisation, which presently is made 
up of the management of SCA Timber, a sales and marketing organisation with sales 
offices in different geographies and the production units comprising the seven saw mills 
and a further processing centre with six units often located close to the saw mills 
(figure 5 -9).  
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Figure 5-9: SCA Timber organisation   

SCA Timber as of 2004 showed a turnover of 3.5 billion SEK from an annual sawn timber 
production of 1.45 million m3 of which approximately 0.2 million m3 was further 
processed (planing, pre-cut, finger-jointing and components) and with some 1000 
employees at the production units and the sales offices in total.  

Market segments and customers 
The market segmentation of the former SCA Timber was a combination of the quality of 
the raw material producing sawn timber suitable for appearance products and an inherent 
knowledge of which markets were demanding these products. This meant that 
Scandinavia, France, Holland and the Mediterranean and North African markets were 
dominating as markets for the company. The final end-users of SCA Timber products 
were industrial end-users producing windows, doors, flooring, mouldings but also 
constructional segments like studs, roof trusses and panelling. The distribution channels for 
SCA Timber were more traditional using agents, wholesalers and importers with little 
direct contacts with the final customers. This fact was a prerequisite when conducting the 
market analysis during the strategy formulation according to the Marketing manager. SCA 
had already an image in these markets even if there were no direct relations. Furthermore, 
located in the northern part of Sweden, SCA has a competitive disadvantage on markets 
like Germany, Belgium, Holland compared with domestic saw mills and also with saw 
mills in the southern part of Sweden.  

On the Dutch market, we (SCA) have an additional 100 SEK/ m3 in transportation 
cost compared with saw mills in southern Sweden and we can not offer the same 
distribution service as they can without a local distribution centre (Marketing Manager) 

The market analysis concluded that the best growth possibilities were found in Builder’s 
merchants and DIY segments along with some industrial end-user segments in Europe but 
that the demands from these segments were different from what SCA could previously 
offer. These segments demanded timely distribution of smaller packages, a product range 
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including different wood-based products, information and education of delivered products 
etc. Furthermore, even if SCA is presently a fairly large producer of sawn timber the 
production volume is small in comparison with the total European demand of 
approximately 100 million m3.

The result of the market analysis was a division into main markets, niche markets and 
other markets with a further concentration in selecting key customers that are expansive, 
profitable and highly competent customers that SCA could create a direct relation and 
grow with.  

Main markets for SCA Timber is presently Scandinavia (Sweden and Denmark), UK and 
France accounting for about 65 % of delivered volume. On these markets SCA has own 
sales offices, local distribution service and often further processing facilities. The aim is to 
become a full-service supplier to these customers including a wide product range, 
technical assistance, marketing and information services making it difficult for the 
customer to choose any other competitor. On the Scandinavian markets joinery segments 
dominate reason being the high quality of the san timber. High transportation costs in 
comparison with competitors have meant that Builder’s merchants or DIY chains are not 
an option on these markets. On the British and the French, though BM and DIY 
dominate since transportation is cost neutral compared with competitors. On these 
markets, SCA has built up a strong position with well-developed distribution, information 
and knowledge services. 

Niche markets are Northern Italy, USA, Japan and Morocco were the focus is to supply a 
narrow product range through own sales force with a direct supply to customers. On these 
markets both appearance and structural segments are supplied. One of the saw mills are 
geared towards the US “board” market. On the Moroccan market SCA has a dominant 
position as a result of the merger with Graninge and this market takes some of the odd 
products produced as consequence products. 

Other markets are made up of customers in other European countries, other Asian and 
North African countries, which demand products produced by SCA and which can be 
supplied to off-set market fluctuations. These markets are to a large extent supplied via 
agents or wholesalers. 

Production and distribution channels 
After the merger with Graninge in 2001, SCA Timber has seven saw mills and six further 
processing units all located along the northern coastline of Sweden. In total SCA Timber 
produces some 1.47 million m3 of sawn timber in 2004 with approximately 0.22 million 
m3 of further processed products. The development of the saw mills and their focus differs 
dependent on species consumption, market focus and productivity.  

All saw mills are basically specialised on one tree species. The reasons for creating this 
structure come both from a fibre supply perspective and a production perspective. SCA 
AB as a pulp and paper producer consumes saw chips from different species and thus the 
production unit structure has been decisive of what species to be produced. Consuming 
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only one tree species makes the production process more efficient with lower raw material 
stock, longer production of the same sawing pattern, fewer product classes and thus more 
easily graded and easier evaluation of investment needs.  

SCA Timber has three pine producing saw mills, Bollsta, Munksund and Holmsund in 
total producing about 0.82 million m3 of sawn timber in 2004. By conducting an analysis 
of the raw material prerequisites, product portfolio and market segment attractiveness for 
Bollsta and Munksund at the end of the 1990’s, the productivity was raised and the margin 
per m3 produced sawn timber increased dramatically, and this with only minor changes in 
staffing.

There are four spruce producing saw mills, Tunadal, Rundvik, Graninge and Vilhelmina 
with a total production of 0.65 million m3.

The seven saw mills are not only specialised in terms of tree species but also more or less 
towards specific markets, e.g. Tunadal produces for the French market, Rundvik for the 
US but to be able to supply a wide product range in large volumes there is of course a 
need for coordination. This coordination is managed by the Product manager at each saw 
mill. This position is responsible for matching the demands for the sales offices to the 
production and ultimately back to the raw material procurement in the forests. If the 
demands from the market do not match the product portfolio at one saw mill at a specific 
time the order goes to another saw mill and eventually to an external saw mill. Annual 
prognosis regarding sawn timber products demand decides the production and the need 
for different qualities of raw material. These annual prognosis are further split up quarterly 
and production and raw material input are changed if necessary. Everything is monitored 
and indexed for evaluation towards specified goals in the strategy. For example, by 
matching the own production with expected demand it is possible for SCA Timber to in-
source products from external saw mills to be able to supply a wide product range, which 
eventually could become a standard product of SCA Timber. The aim is to create a cost-
efficient production of some core products demanded by the selected key customers and 
to widen the product portfolio only when a critical volume is reached. The Marketing 
manager argues for this when stating: 

Outsourcing is a way of expanding our own volume and production without using own 
capacity. We have to see that we have a market for the products before we engage in 
setting up own production facilities or widening the product portfolio.  

Before entering into new markets or selecting new customers, SCA Timber has to have 
the possibility to produce and distribute sawn timber products cost-efficient. This is based 
on the raw material prerequisites, the production set-up including further processing and 
the distribution channels. The strategy formulation process included benchmarking with 
competing saw mills in Europe which concluded that the three pine sawn timber 
producing saw mills are ranked high on a European perspective whereas the spruce 
producing saw mills indicated a need for further improvements. A process is being 
implemented in evaluating the need for further investments especially in the spruce 
producing saw mills but also in the pine to maintain their advantage. This evaluation 
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process is important, according to the MD, because we need to have hard figures of what 
the result of an investment will create both as a mean to start the investment but more so 
to indicate for the personnel what are expected from them and how they can develop our 
production and their own competence. He further states that, SCA Timber is efficient to 
produce standard sawn timber of specific qualities but not best in class when it comes to 
further processing. SCA is therefore looking into expanding this by finding external 
facilities which could be supplied of sawn timber from SCA and produce for customers to 
SCA. There are presently ten such facilities sub-contracted to SCA. The main issue is that 
it is SCA that has the agreement with the customer and that it is the total business concept 
including product, distribution and other services that is attractive to the customers 
according to the Marketing manager.  

The total sawn timber production is classified according to product criteria based on the 
level of adaptation meeting customer requirements e.g. length adapted, stress graded, 
specific dimensions, bar-coded etc. With a high quality raw material SCA is focusing on 
appearance sawn timber products both for joinery and structural purposes and according to 
the Marketing manager approximately 40 % of the total production was defined as 
“developed sawn timber”. This is becoming increasingly important when developing the 
identified competitive advantages that SCA Timber has put forward e.g. control over the 
value chain and SCA’s brand name. Being able to produce and deliver a sawn timber 
product which has unique properties compared with competitors will strengthen the 
advantage, where properties could include both physical properties but also services like 
distribution or technical expertise.  

The strategy formulation process concluded that on top of producing high quality 
products, logistical and information services are becoming increasingly important, 
especially on the Builder’s merchant and DIY segments. Historically SCA Timber had not 
delivered directly to these segments which meant a need to build knowledge and 
competence. Introducing a Supply-chain-management (SCM) offer to distribution 
customers like BM and DIY where a specified product range are being delivered on a 
regular schedule with annually recurrent price negotiations SCA Timber is moving away 
from being a sawn timber producer to a sawn timber and services provider. Presently, 
about 18 % of delivered volume is according to a SCM offer and with an additional 40 % 
directly to Industrial end-users, SCA Timber is decreasing the volume going to 
wholesalers. According to the MD the goal is that by 2009 at least 75 % of the volume are 
either SCM or directly to Industrial end-users.  
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Figure 5-10: Solid wood value chain of SCA Timber 

Hotspot # 1 – Optimizing raw material yield to sawn timber requirements.

SCA Timber has good opportunities in optimizing incoming raw material qualities 
meeting customer demands having large own forest resources. External raw material is 
coming from the same area thus having similar wood properties as raw material from own 
forests. The quality of spruce saw logs in this area in terms of wood properties of the 
produced sawn timber is high on Swedish standards resulting in lengths being the most 
important parameter for SCA Timber. SCA Forests on the other hand is aiming at having 
as high share of saw logs as possible and the issue is then to decide the extra cost for SCA 
Timber if the ratio of saw logs is lower than expected. Also pine saw logs have a high 
quality but besides length specifications also quality classes are important for SCA Timber.  

A further issue for SCA Timber is the high costs for saw logs in comparison with 
competitors in southern Sweden and in other countries. With basically a world market 
price for sawn timber products and where the price difference between spruce (normally 
lower) and pine is declining it is important to find and select customers that are willing to 
long-term pay an extra premium for SCA sawn timber products.  

Hotspot #2 – Share of own volume of sawn timber.

Both the Managing director and the Marketing manager state that SCA Timber is efficient 
in producing a standard sawn timber product but fairly poor of producing further 
processed sawn timber. They also state that if key customer demands products not 
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produced by SCA Timber, these products will be sourced from external mills and when 
the market demand is big enough these products will be added to the normal production. 
The issue for SCA Timber is to decide when the market demand is large enough and then 
how the integration of these new products will affect the overall production.  

Hotspot # 3 – Moving from supplier of sawn timber to provider of wood-based products solutions.

The development of the SCM offer including a wide product portfolio of wood based 
products and services like distribution, technical expertise, marketing to end-users etc. as a 
mean to move from the former distribution channel using wholesalers could result in that 
SCA Timber is becoming a wholesaler itself. The market analysis has concluded that the 
best growth possibilities are found in the BM and DIY markets but this could create a 
conflict in strategies when the basis for SCA Timber is to produce cost-efficient 
commodity products in large volumes and on the other hand try to pursue an outsourcing 
strategy finding as cheap products as possible on the spot market. This needs constant 
benchmarking of own production and competitors production which could result in a 
long-term decline in own productivity since more and more of the basic production is 
outsourced to others.  

Raw material 
In the business strategy of SCA Timber, five areas of competitive advantage to be used in 
the market have been identified, where two are related to the raw material. These are 
according to the MD: a positive environmental image and a uniform, high quality raw 
material. The first statement comes from the fact that all forest resources owned by SCA 
are certified according to FSC, meaning that the forests are managed on a long-term 
sustainable manner maintaining a large biodiversity. The second statement relates to the 
trees grown and harvested in the area around the saw mills, which produces sawn timber 
of high quality classified according to the Green Book (Grading rules of sawn timber for 
the export markets, 1960, 1985). The trees are slow grown with dense annual rings, small 
knots and uniform texture. The issue for SCA Timber is how to utilize the raw material in 
the best way both in relation to SCA Skog or other suppliers of saw logs and on the 
markets of sawn timber products?  

The set-up is such that SCA Forests have the responsibility to manage the forests in the 
best way and to long-term supply SCA production facilities with raw material. The total 
demand of raw material for saw mill production and pulp production exceeds the supply 
both from own forests and including other forest resources in the northern part of Sweden 
the possibilities or willingness to side-step their long-term plans in harvesting according to 
specifications from SCA Timber is limited. According to the MD, SCA Timber will have 
to pay an extra premium for saw logs if the expected ratio between saw logs and pulp 
wood logs deviates with more than 2 %. Since the cost for saw logs normally is higher in 
the northern part of Sweden compared with the southern part and that it is difficult to 
regain that extra cost in the production this could pose a long-term problem for SCA 
Timber as well as for other saw mills in the northern part of Sweden. On the other hand, 
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having own forest resources and if SCA Timber can show a profit that on the bottom-line 
exceeds that of SCA Forests, the long-term possibilities of affecting the specifications of 
incoming raw material is increasing. Explicated by the MD:  

When the owners decided to establish SCA Timber as a separate business unit within 
SCA AB we have gotten the opportunity to show that we have the ability to create a 
good return on their investments. It is therefore up to us to prove that they were right in 
their decision.

The optimization of incoming raw material to the production of sawn timber is presently 
based on what is harvested, not as previously based on standing forests. The harvested 
volumes are sent to the saw mills for them to base their production planning, which give 
them approximately four weeks of lead-time in changing production and to inform 
customers of possible changes in deliveries. Furthermore, each saw mill has 3D-scanning 
equipment at the intake thus being able to sort into specific quality classes suitable for 
various end-products. 
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5.6 Setra Group  
Setra Group was established in 2003 following the merger between AssiDomän Timber 
and Mindab. The largest owners in Setra Group are Sveaskog with 50 %, LRF 
(Lantbrukarnas Riksförbund) with 25 % and Mellanskog with 24 %. Sveaskog is a state 
owned company owning and managing the state forest land and was previously the owner 
of AssiDomän Timber. LRF organises farmers and forest owners has during the past few 
years been an actor in the restructuring of the forest industry. Mellanskog is a forest 
owners association with members in the middle part of Sweden and is the former owner 
of Mindab. According to the former Managing director of Setra Group it is important to 
have a sustainable, competitive and profitable wood products industry in Sweden to 
further develop the values from the Swedish forests. The reason is the changing market 
conditions with an increasing competition from saw milling industries in other countries, a 
market becoming more global, and a continuing consolidation of customers to the saw 
milling industry. To meet these changes, the Swedish saw milling industry need companies 
that are big enough to meet the demands from large customer groups. The establishment 
of Setra Group, becoming the largest producer of sawn timber in Sweden with an annual 
production of approximately 2.3 million m3 and a turnover pro forma of 5.4 billion SEK 
can be seen in the light of that notion.  

The business idea of Setra Group is to become the leading wood products company 
focusing on appearance sawn timber for the Scandinavian, prioritised European and the 
Japanese markets. The strategy includes analyzing, prioritizing and obtaining the customer 
and product segments with the best growth and profitability long-term. It further involves 
optimization of production and distribution meeting the requirements of customers on 
specific markets. The strategy has its backbones in the strategy of AssiDomän and 
AssiDomän Timber. The former MD states that when AssiDomän was established in the 
beginning of the 1990’s an extensive market study resulted in the business idea of focusing 
on appearance sawn timber. Furthermore, it was argued to pursue a product focus strategy 
based on the fact that the owners were large holder of forest land and thus the focus 
should involve the usage and further processing of Swedish forest products. The road to 
becoming a leading actor in appearance sawn timber involved clustering saw mills into 
three production regions, a divestment of spruce producing saw mills and the set up of a 
market and sales and a wood supply organisations.  

Merging with Mindab resulted in an organisation (figure 5-11) with two divisions - 
Affärsområdet Sågade Trävaror and Affärsområdet Byggprodukter. The former included 
the saw milling operations and the market organisation for this and the latter the further 
processing and the distribution company Star Byggprodukter.  
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Figure 5-11: Organisation of Setra Group as of January 1st 2004 

Affärsområde Sågade Trävaror 
The Affärsområde Sågade Trävaror is organized in two areas reporting to the MD of Setra 
Group. The two areas are the market and sales organisation and a supply group including 
the production units split into four regions.  

The Market and sales organisation is split into four geographical areas with sales offices 
located in each prioritised market. The areas are, Scandinavia responsible for the Swedish, 
Norwegian and Danish markets and with office in the southern part of Sweden, Great 
Britain with sales office in the London area, Spain with an agent responsible for the sales of 
products from Setra and an office in Italy, Central Europe and Japan with seven offices in 
these markets and finally Other markets such as Mediterranean countries are coordinated 
from sales offices in Sweden.  

The Scandinavian market is the largest and approximately 10 % of the total sales are 
delivered internally for further processing.  

Great Britain is the largest market outside Scandinavia and is historically an important 
market for Nordic pine producers. Spain has over the past years been an increasing market 
for Nordic pine following the extensive construction development in the country.  

Other Europe, Germany, France and Holland are niche markets for Setra, supplying 
gluelam, panelling products and material for window manufacturing. Japan is a prioritised 
market with growing volumes of pine products.  

The Mediterranean countries are important markets taking large volumes of consequence 
products of pine. In 2003 approximately 20 % of total volume was shipped to these 
markets.  
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The production units in Sweden are grouped in four regions based on location and with a 
supply group responsible for optimizing production at each mill based on discussions with 
the market and sales organisation. Furthermore, the supply group is responsible for 
sourcing the optimal raw material specifications and the conditions for this should be good 
with long-term agreements with Sveaskog and Mellanskog. The four regions are:  

Nord Furu with the saw mills Seskarö, Malå and Lövholmen are well invested saw mills 
producing in total 680 000 m3 of appearance pine sawn timber. The production is geared 
towards products suitable for the market segments flooring, furniture, windows and panels 
in Sweden and Great Britain. Sawn timber is delivered internally to the further processing 
units in Malå (interior panels and edge-glued panels) and Kvarnåsen (mouldings). 

Bergslagen Furu with the saw mills Kastet, Nyby, Färila and Skinnskatteberg produced 
750 000 m3 of appearance pine sawn timber for the panel, window, furniture and flooring 
segments in 2004.  

Bergslagen Gran with the mills Heby and Hasselfors produce spruce sawn timber for the 
construction purposes such as roof trusses, gluelam beams, timber framed housing but also 
for panelling, doors, treatment etc. The total production in 2004 came to 550 000 m3.
Internal deliveries are mainly to Långshyttan (gluelam), Valbo (flooring and panels) and 
Skutskär (exterior panels, construction timber and treated timber).  

Special with the mills Horndal producing 40 000 m3 and Skästra producing 25 000 m3

aiming for the furniture and joinery segments, and Vimmerby producing 180 000 m3 of 
appearance pine sawn timber for joinery and furniture segments.  

Affärsområde Byggprodukter 
Affärsområdet Byggprodukter is made up of the further processing units, five in total from 
the former AssiDomän Timber and Mindab and the distribution company Star 
Byggprodukter. The prioritised customer group is the Builder’s merchant and DIY 
segments in Scandinavia but also on the export markets.  

Sales and distribution on the Scandinavian markets are managed by the own organisation 
with seven distribution centres, whereas on the export markets these functions are 
coordinated in cooperation with Affärsområdet Sågade Trävaror and the sales offices in 
each market.  

Offered products are interior and exterior panels, mouldings, flooring, treated products 
and gluelam beams produced at five units in Sweden. Furthermore, Star Byggprodukter 
also offers other wood based products such as joinery and board products. Within the 
business area a unit (CEOS) is processing MDF boards for the joinery and furniture 
industries.  

As of July 2005, a new organisation has been decided upon (figure 5-12), increasing the 
focus on prioritised products and customers. Exactly how the organisation will be 
managed and how it will operate on a daily business was yet to be decided when this study 
was conducted. But the change from a geographically organised company to a customer 
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oriented organisation is a move in the direction of the business idea expressed by the 
former MD.  

The operations between the two areas in the value chain of wood where the capital is 
found, i.e., the forests and the end-users, should be as efficient and rational as possible. 
Creating a market oriented organisation is the aim of Setra.  

The new organisation could result in a further move towards saw mills and further 
processing being sole cost centres and where the result is measured on a customer segment 
level.  

Setra Group 
MD and joint functions 

MD customer segment MD customer segment 

Builders Merchant 
segments 

Customer support 

Planing mills 
and distribution 

Industrial 
end-users 

Importers 

Customer support 

Saw mills, 12 units Further processing, 5 units 

Figure 5-12: Organisation of Setra Group as of July 2005 

The aim with the new organisation, according to official documents from the company, is 
to find and develop profitable customers generating a profit for Setra. The organisation 
will increasingly operate towards full service customer solutions resulting in increased 
further processed products offered to the market segments.  

Market segments and customers 
The market segmentation and customer focus of the Setra Group is based on the strategies 
from mainly AssiDomän but also from Mindab. The appearance pine focus stems from the 
strategy formulation conducted by AssiDomän starting in the beginning of the 1990’s. At 
that time state-owned forest land was included in AssiDomän and the business idea was to 
create a good return on the forest capital by producing and distributing wood based 
products. The former MD explains that the decision to move into an appearance pine 
strategy was based on the following arguments:  
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The company is already a large sawn timber producing company 

The Swedish market for sawn timber, both pine and spruce is not big enough for 
a company of that size.  

The European market has traditionally been the most important for Swedish sawn 
timber with well-established contacts and distribution. 

The development in the market will see a further consolidation of the customers 
towards fewer and larger demanding larger suppliers.  

The development of construction will see an increase in R&R and a lower 
development on new build activities in the European markets overall.  

To move from a price-oriented market to a product oriented market, a supplier 
must have at least 30 % market share in specific customer segments.  

Historically, appearance pine products have had a better return compared with 
structural spruce products. 

These arguments resulted in the focus on building up a strong portfolio of appearance pine 
product aiming for a prioritised number of markets in Europe and to serve these markets 
with a rational and efficient production of large volumes. This strategy was further 
enhanced by the argument that the Builder’s merchants segment being a part of the solid 
wood value chain is merely a market place for the end-users, i.e., construction companies 
and private persons, and that in the future they will sell floor space to suppliers. The 
suppliers will in turn be responsible for filling this floor space with products and to give a 
good return of that floor space or products. Therefore, Setra Group and formerly also 
AssiDomän would aim for producing appearance sawn timber products fitting the further 
manufacturing by industrial end-users of wood products and also direct sales to the 
Builder’s merchants segments in the European markets according to the former MD 
Geographically, Scandinavia, Great Britain, Italy, Spain have been pine consuming 
countries, resulting in a focus on segments in these countries in the first hand. The market 
analysis conducted during the strategy formulation concluded that to become a market 
leader in the prioritised market segments and geographies a production volume of at least 2 
million cubic meters of appearance pine sawn timber was required.  

The market strategy development of Mindab had been from producing standard sawn 
timber of spruce and pine for both the domestic and export markets to an increased focus 
on further processing to the distribution segments. When Star Byggprodukter was 
acquired a further focus on this segment on the domestic market was at hand. In the late 
1990’s, the company experienced economic difficulties following the severe market 
conditions in combination with a strategy not being enough focused, which resulted in 
reorganisations and lower investment rates.  
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When Setra was established in 2003, the appearance sawn timber strategy was 
implemented for pine and spruce products combined with an enhanced distribution 
strategy from Mindab.  

The present market segmentation aims at identifying, analysing, and building long-term 
relations with large customers in prioritised markets. Setra would then deliver large 
volumes of low cost appearance products for customers mainly in industrial end-user 
segments e.g. windows, doors, flooring, furniture but also to distribution segments 
demanding appearance pine products such as interior and exterior panels, mouldings, 
treated products etc. The idea of building up relations with the large customers is to grow 
with them and to be able to ship a larger volume of the same products. The focus was on 
stream lining production becoming as efficient as possible in primary production. With 
sales offices in the prioritised markets, the development in different segments could be 
monitored on a daily basis. The merger with Mindab resulted in an increase in production 
volume reaching above 2 million m3, but of both pine and spruce sawn timber.  

Production and distribution channel 
The set up of the production units in different regions and the level of further processing 
capacities both at the saw mills and at the further processing units, came from the strategic 
work done under the former MD. The MD argues:  

The transformation of saw logs to wood products meeting the needs of the customers 
should be as cost effective and rational as possible, i.e., not investing in operations that 
do not add value for the customer. 

The market strategy indicated that there are customer groups demanding similar products 
and that these products could be produced at different saw mills or further processing 
plants and distributed directly from the production to the customers. A streamlining 
concept was implemented with the aim of producing as few products as possible at each 
mill and that the different mill’s production should both complement and overlap each 
other. The aim of this concept was then to set up of the organization to optimize the flow 
from the forests through the saw mills and to the customers with as little extra costs as 
possible. The former MD states that by having a market and sales organisation with 
knowledge of what the markets are demanding, the next step was to transfer that 
knowledge back to the production and furthermore to the forests. The first step was to 
cluster the existing saw mills into three production regions with a Supply group having the 
responsibility of directing customer orders from the sales functions to a specific saw mill 
producing as few products as possible. Each saw mill should then optimize production 
with as little stock as possible. The difficulties with this concept were the historical relation 
between customers and specific mills, the technical prerequisites for individual saw mills to 
meet the product specifications and the heterogeneity of a saw log resulting in 
consequence products. Especially the latter is a problem for the saw milling company of 
the size as Setra. Even if the market strategy had defined a number of industrial end-user 
segments e.g. windows, flooring and furniture, demanding appearance pine products, the 
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production from the saw mills will produce a number of products that need to be off-set 
to other segments with different product specification demands. The result was a focus on 
production and products in large volumes that could be shipped to the prioritised markets. 
The various market segments would then further process the products to the end-use. The 
former MD says that Setra should not invest in operations that others are much better 
suited for and having a much better knowledge in, resulting in further processing 
companies e.g. planing mills, being important customers. This resulted in investments in 
primary production rather than further processing.  

Merging with Mindab resulted in spruce products entering the appearance pine strategy. 
At a first glaze it would appear as a step back from the direction that AssiDomän was 
heading for – appearance pine products only. With the distribution company Star 
Byggprodukter it was instead argued that this would enhance the appearance pine concept 
further, while adding appearance spruce products gaining a wider product range, and 
distributed through a well-established wholesaler. The important issue for Setra is how Star 
Byggprodukter as a trademark can be used to strengthen the market position of appearance 
products in the distribution segments (Builder’s merchants and DIY).  

The distribution channel strategy for Setra follows the same idea as for production, i.e., to 
add as little costs as possible. Products produced at a saw mill should be delivered directly 
to the customer without being stocked in transition places. A work has been conducted to 
create a distribution solution tool where the cost of sourcing products from different saw 
mills to a customer will help the sales and marketing function in their job.  
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Figure 5-13: Solid wood value chain of Setra Group 
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Hotspot # 1 – Transfer of market knowledge into the forest.

Setra has had a clear market strategy for the past ten years and has worked consequently to 
transfer that knowledge into the organisation. At the AssiDomän era, the forests were a 
part of the company and internal discussions lead to an increased knowledge of what the 
market demanded and thus what type of raw material the production required to meet the 
demands. Presently, Setra is a wood products company with long-term supply agreements 
with Sveaskog and Mellanskog, but these companies are also supplying other wood 
products companies. So even if Setra orders a certain specification and volume it is not 
sure that the forest will or can deliver that. The main reason is the balance between supply 
and demand of saw logs. The demand is much higher than supply leading to a high price 
of raw material and that the supplier can decide what to produce (log, buck and sort). 
There is little incentive to take on a higher cost unless the customer is willing to pay and 
even if the customer is willing to pay it is not certain that the supplier will deliver since it 
may interfere with other customers’ requirements.  

Hotspot # 2 – Coordination of production between and within the production regions.

Merging two different production and market strategies as was the case when Setra was 
established into one strategy which the whole organisation is backing up takes a lot from 
the management. The result was an addition of a fourth region including the spruce 
producing saw mills and adding the pine saw mills of Mindab in the present structure. 
Each production region is then geared towards specific market segments optimizing the 
qualities of the raw material in the area, i.e., high quality pine saw logs in the northern 
part towards appearance joinery products and spruce saw logs for construction purposes 
planed at integrated planing mills. The set-up according to one of the Production region 
managers resulted in different strategies for the individual regions with not enough 
coordination. The new organisation with Market managers for different markets could 
result in an improved coordination of production output from the individual saw mills 
supplying even larger customers thus meeting the overall business idea of Setra Group of 
becoming a leading supplier of appearance pine and spruce sawn timber for large 
consumers.

Hotspot # 3 – Coordination between internal and external further processing.

Acting in the appearance pine segments, the demands of further processed products from 
industrial end-users is still fairly low but increasing. Historically, external further processing 
units have developed becoming increasingly efficient in production but sometimes lacking 
the deep market and customer knowledge, thus staying with the same end-customer or 
using agents / importers to act as distributor on the export markets. Setra having good 
market knowledge and direct relations into prioritised markets would be able to decide 
when to move into further processing either by setting up own facilities or joint ventures 
with external mills. The former MD states that the issue is not whether the market is 
demanding further processed products or not but whether Setra can produce those 
products with a profit. As long as Setra can fulfil the customer demands and make a profit 
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with the present product portfolio, there is no end in itself to move into further 
processing.

Hotspot # 4 – Coordination of sales and distribution to market segments.

The idea of Setra is to produce products as efficient as possible to meet the requirements 
from the customers. This puts a pressure on the sales organisation to have deep knowledge 
of, not only what the customers of Setra demands but what the future demands will look 
like. If, for example a customer demands standard pine sawn timber but the trend is a 
demand of planed pine sawn timber, the result could be that Setra is optimizing its 
production and distribution but long-term will loose market shares due to the changing 
requirements. The same notion is valid for distribution. Delivering directly to customers is 
often a requirement, but it may lead to high distribution costs due to a large number of 
transports of small volumes or large volumes of finished products in stock. Delivering to 
both industrial end-users demanding smaller volumes often and Builder’s Merchants 
demanding larger volumes often, it is important to use the correct distribution solutions 
and a good knowledge of what is being produced at the different production units.  

Raw material 
The strategy of aiming for the appearance pine products market segments in the European 
market combined with the business idea to create a good return on the forest capital 
resulted in a focus of how to move the forest raw material as efficient and rational through 
the solid wood supply chain to the end-users. According to the former MD of Setra, 
historically much focus has been on the production of sawn timber and the further 
processing, with the result that saw mills have invested in further processing operations to 
increase the value of the sawn timber without knowing the demand for these products 
from the customers. Building a market oriented approach in the company, logging, 
bucking and distribution operations in the forests must follow the same path. Therefore, 
the forest owners have to become more market oriented and to deliver saw logs that fit the 
production at different saw mills.  

Organising the saw mills into specific regions and streamlining the saw mill production 
into as few products at possible at individual mills would result in specifications for the 
forests to be easily met. The responsibility of organising the customer specifications into 
products that could be transferred into saw log specifications was placed on the Supply 
groups. The Supply groups then had direct contacts with the forest owners to decide on 
production and distribution plans over the year. In AssiDomän this was easier with the 
forest division in the company, but presently with the establishment of Sveaskog and its 
own agenda for the forests and with Mellanskog as owner of Setra it is more complex. 
Setra has no own organisation working with forest issues but instead long-term supply 
contracts with Sveaskog and Mellanskog 

Presently, an annual production budget it made in Setra based on historical volumes 
delivered to customers and future expectations. This budget is then split on the four supply 
regions and presented to the forest companies Sveaskog and Mellanskog. A preliminary 



Chapter 5 – Setra Group 

___________________________________________________________ 
114

specification and delivery plan is decided which is finalised every three months for the 
coming half year.  

According to the former MD, the strategy of specialising the saw mills to dimensions and 
products have affected the interaction with the forests positively. Sveaskog and Mellanskog 
as suppliers of saw logs are increasingly becoming better delivering according to 
specifications e.g. lengths and dimensions.  
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5.7 Stora Enso Timber 
Stora Enso Timber is the wood products division within Stora Enso and is organised in 
Stora Enso Forest Products. The company Stora Enso was established in 1998 when Enso 
(a Finnish forest products company) acquired the shares in Stora Kopparberg and later the 
same year Holzindustrie Schweighofer, an Austrian wood products company.  

Stora Enso is one of the largest forest products companies in the world operating in the 
pulp and paper businesses along with wood products and forestry. The company has 
production units and sales offices on basically all continents. The turnover in 2004 was 12 
billion Euros and a result of 700 million Euros. In total there are 44 000 employees.  

Established in 1998, Stora Enso Timber started a journey formulating a strategy based on 
future market prospects and present positions of the former companies. With a strong 
position on the European markets both in terms of sales and production facilities the base 
for further expansion would start in Europe. The internal work resulted in a strategy with 
the vision of becoming the worlds leading company in wood products and with a mission 
of offering competitive solutions to prioritised end-user segments all over the world. 
Strategic goals for the company are three-folded: To achieve a profitable growth, to 
increase the value for end-users via products and services and to create a top class business. 
These strategic goals should be present for everyone when taking decisions in the daily 
work. The manager of the window segment in Business Line Joinery says that the 
company is also organised to fulfil these goals and that especially the market perspective 
and customer focus thinking is obvious compared with how it was before the merger.  

The development of the company has seen a tremendous growth from a turnover of 1.14 
billion Euros and a production of 4.6 million m3 sawn timber in 1999 to 1.57 billion 
Euros and 6.6 million m3 in 2004. The growth has come from improvements in 
production and of a focused market strategy. The market strategy aims at producing and 
delivering mass customised solutions for the construction and joinery industry and for the 
trade segments throughout the world. The manager of window segment exemplifies mass 
customised solutions: 

Market knowledge of the window industry in Europe in combination with R&D work 
with leading window manufacturers have resulted in a further processed sawn timber 
product that can be produced cost efficient in our facilities and meets the requirements of 
the window industry in prioritised countries. We have achieved a customer solution that 
can be offered to the masses.  

The senior vice President, Marketing phrases the implementation of the strategy as: A
condition for improved value in the customer relations is a strong, strategy based will of the whole 
organisation. This will must begin with the demands from customers and markets and comprise the 
whole chain from raw material procurement to customer response.  

The implementation of the strategy has resulted in a divisionalized organisation    
(figure 5- 14). The top management consists of managers from the three production 
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groups, the marketing manager and the Business lines managers. The role of the Business 
lines is to act as implementers of the strategy in terms of developing products and product 
lines based on market knowledge from the sales forces and distribution and the production 
prerequisites from the production groups.  
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Figure 5-14: Organisation of Stora Enso Timber  

Stora Enso Production Groups 
The production units in Stora Enso are organised in three production groups based on 
location. The reason for this division is mainly from a raw material view point, but also 
based on production synergies. At the time of establishment of Stora Enso Timber, there 
were no or very little production in the Baltic States, but over the years this group has 
increased in number and size. In the Central Europe Group, the main market segments are 
the construction segments whereas in the Nordic group there is a higher share of joinery 
products and customers.  

Central Europe Production Group 
The Central Europe Production Group is made up of six saw mills and ten further 
processing units in Austria, Czech Republic and Germany. The total sawn timber 
production capacity is 2.8 million m3 with a further processing capacity of 1.9 million m3.
The further processing is mainly towards construction segments (gluelam, KVH, studs) but 
also for the DIY segment (profiled boards, treated wood). Stora Enso is the single largest 
European supplier to the Japanese market and much of the volumes are produced within 
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the Central Europe Production group. Besides Japan, other important markets for this 
production are the North American markets with large shipments of products for the 
Builder’s merchants and DIY segments and European countries like Austria, Germany, 
Italy and the Benelux countries but also increasingly important are the East European 
countries. These countries are expected to show a higher economic growth compared 
with West European countries, resulting in increased construction and thus demand for 
wood products. Stora Enso, with own production facilities in these countries could have a 
first-mover advantage compared with competitors.  

Nordic Production Group 
The Nordic Production Group consists of twelve saw mills located in Sweden, Finland 
and Russia and eight further processing units in Sweden Finland and the Netherlands. The 
total sawn timber production capacity is 3.5 million m3 in 2005 and further processing of 
0.8 million m3. With a high share of quality pine the further processing aims for the 
joinery segments in Europe but also DIY both in Europe and USA. Besides that Builder’s 
Merchant segments aiming for the construction segments are important customers for the 
further processing but also the sawn timber products. Even if Stora Enso is part-owner of 
large forest resources in Sweden and also in Finland, Russia is becoming more and more 
important as supplier of raw material for the Nordic production group. This is especially 
the case for the Finnish saw mills and following the overall fibre strategy by Stora Enso, 
Stora Enso Timber have established in Russia with saw mills utilizing the raw material for 
sawn timber and for pulp chips.  

Baltic Production Group 
The Baltic Production Group includes the most recent units in Stora Enso Timber. With a 
sawn timber production capacity of 1.5 million m3 and further processing of 
0.5 million m3is still a large actor. The development comes from the close vicinity to the 
wood basket in the Baltic countries and in Russia, supplying the other divisions in Stora 
Enso with raw material. The production has a higher share of standard sawn timber for the 
distribution segments in Europe and the Mediterranean countries but also of further 
processed products for the DIY and joinery segments.   

Market segments and customers  
Stora Enso Timber has defined a number of market segments where the company should 
develop to become the leading actor. Becoming a leading actor Stora Enso Timber means 
driving the development in terms of products and production but also price. Even if Stora 
Enso Timber is the third largest sawn timber producer in the world, the market share of 
softwood sawn timber on a global level is only 2 % but in certain market segments the 
share can be much higher. As the manager of window segment in Business line Joinery 
states it:  
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We have to be able to foresee what will happen on the market and by focusing on a 
smaller number of markets; we have a possibility to become market leaders and a 
preferred supplier gaining even more knowledge of the development.  

The market analysis conducted after the establishment of Stora Enso Timber resulted in a 
number of prioritised market segments. These are for example Windows, Doors, 
Furniture, Post & Beam, Light frame, Gluelam. A further analysis gave the supply chain 
from a saw mill to the end-users e.g. studs for housing construction is distributed by 
Builder’s merchants indicating that Stora Enso have to become a preferred supplier of studs 
for the Builder’s Merchant segments. Furthermore, based on previous experience from the 
former companies combined with on-going market research a list of important customers 
was created. From this list a number of companies were pin pointed as customers that 
Stora Enso would like to supply to and develop with. The organisation is therefore set up 
to meet the demands from the customers with the Business Lines (Construction, Joinery 
and Trading) operating horizontally between the sales organisation and the production 
units. Each of the three Business lines is further divided into product segments or 
concepts.  

Business Line Construction: Post & Beam, Light Frame concept, Industrial concept and 
Massive concept. 

Business Line Joinery: WoodPax, Furniture, Windows and Doors.  

Business Line Trading: Own Trading, External Trading and Lower Grades. 

The main engagement for the Business lines is business intelligence, acting as a market and 
production facilitator, thus integrating market and sales developments in present and future 
production and matching this within the overall strategy. The aim is mass customized 
solutions, i.e., products and product lines produced efficiently and distributed to clusters of 
customers or to large customers in the prioritized market segments. The idea is to develop 
a trademark, a trademark stating that Stora Enso has the ability, the volume and the 
expertise to produce and deliver according to specifications of customers for them to grow 
even further. The emphasis is to move volumes from Business Line Trading to any of the 
other two Business Lines. Today the split in volume between the three lines is 41 % 
Construction, 21 % Joinery and 38 % Trading.  

Production and distribution channels 
Stora Enso Timber, when established in 1998, had production facilities in Sweden, Finland 
and Austria. The ability to produce efficiently and in accordance with the strategy differed 
between the countries and between individual production units. The Swedish saw mills 
were less invested in state of the art equipment compared with the Finnish, whereas the 
Austrian mills were very efficient and were producing few products in large batches. Also, 
the further processing capacity needed development to meet the new strategy. 

The Executive vice president of Stora Enso Timber explains the need for investments and 
how the production should be organised:  
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The importance of size is based on the fact that customers are growing in size and 
demands larger volumes. From a single saw mill it is not possible to produce enough 
volume in different qualities and dimensions. We are therefore coordinating our saw 
mill and further processing concepts, including investments towards specific market 
segments.

In line with aim to optimize investments and the organisation of the production units, 
Business Line Joinery developed a component strategy which was decided upon and 
presented in 2002. The manager of window segments says that the strategy corresponds to 
the present market trends that customers are growing in size and in increasingly 
demanding a larger share of further processed sawn timber to improve their own 
manufacturing and profitability. After the initial investments in primary production to 
increase the standard of saw mills, the component strategy was used to guide investments 
in further processing within the focus of Business Line Joinery. Examples of investments in 
line with the component strategy are the set up of component facilities including finger-
jointing equipment, gluing capacity and profile planing, but also X-ray scanning of saw 
logs at the in-feed of saw mills to improve sorting of logs prior to the further break-down 
and component manufacturing.  

Similarly, investments to improve product manufacturing and product development 
within the Business Line construction have been realised, e.g. increased planing capacity to 
meet the demands from the construction segments, strength-grading and cut-to-size 
equipments also for the construction segments, and gluelam beams production for both 
residential and commercial buildings. All of these investments have to meet the overall 
market strategy aiming at producing mass customised products for prioritised market 
segments.

To further enhance a wide product range within the prioritised market segments 
investments have also included acquiring companies in other wood baskets than the 
Nordic and Central European , i.e., the Baltic countries and Russia. These investments are 
also in accordance with the overall fibre supply strategy of Stora Enso, increasingly 
sourcing raw material from Russia and East European countries for the pulp and paper 
businesses to balance their other fibre resources.  

Having 25 primary production units and 22 further processing units in the company it is 
important that these units are being specialised to be able to produce large volumes of a as 
complete product portfolio as possible. Saw mills are becoming tree species pure and 
aiming at producing different products but still with some over-lap to secure a long-term 
volume to customers. Some of the saw mills are still producing both pine and spruce sawn 
timber to even out market fluctuations both from raw material supply and market demand. 
The aim of this specialisation is that a customer should order a specification and then leave 
it to Stora Enso to fulfil that order independent of where the specification is produced.  

The distribution along the supply chain differs dependent on what type of product is 
produced. A product for the construction segments e.g. a stud is produced at an integrated 
saw mill having planing capacity. The product is then delivered by truck, train or boat 
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dependent on the distance and transportation cost. In Great Britain, France, USA and 
Japan there are large terminals stocking volumes for further transportation to the end-
customer. Higher valued products like a window component is distributed directly from 
the plant to customers. All distribution is coordinated and supervised by a distribution 
team purchasing the transportation service from third party logistics providers. Distribution 
is also coordinated with the other product divisions in Stora Enso, with long-term 
agreements with freighter companies.  

For joinery products there is an approximately 50/50 split between sawn timber and 
components delivered to customers but in value the split is 35/65. Working with larger 
customers or clusters of customers with similar specification demands, distribution is 
normally directly from production.  

In Finland, Stora Enso Timber has its own Builder’s merchant, Puumerki with 17 outlets. 
This company is supplied both by own products but also from external wood based 
products producer.  

A re-organization of the entire Stora Enso were to be decided upon after the realization of 
this study, therefore the illustrated organization (figure 5-15) and the corresponding figure 
showing the flow of material from forests to end-consumers of Stora Enso Timber may 
deviate.  
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Figure 5-15:  Distribution of products from forests to end-consumers of Stora Enso Timber  

Hotspot # 1 – Optimizing procurement of raw material based on product specifications.

The uncertainty in the integration of the raw material procurement and initial break-down 
of saw logs has been and is a major obstacle in the solid wood value chain. The strategy of 



Chapter 5 – Stora Enso Timber 

___________________________________________________________ 
121

Stora Enso in this respect is to diversify the production facilities into more than one forest 
area but producing similar products. By communicating and delivering a “StoraEnso 
product” independent of where it is produced, the company can override the 
heterogeneity and complexity problems that are normally faced by a saw mill. In other 
words, the customers are taught what a Stora Enso product is and how it can be integrated 
in their manufacturing.  

Furthermore, by having a constant and open discussion with the forest division and giving 
feed-back from newly installed x-ray equipments at the saw mills, incoming saw logs could 
eventually mirror customer demands on sawn timber products. But there is always a trade-
off. Stora Enso has realised that too much sorting of the heterogenic tree stem in the 
forests, resulting in increased transportation and thus costs can not be off-set on a 
commodity market such as sawn timber exposed to world market price fluctuations.  

Hotspot # 2 – Optimal division of primary production and further processing.

The strategy of Stora Enso Timber has keywords like: profitable growth, increased value 
for customers and top class business. And the strategy is to become a preferred supplier of 
mass customised solutions for industrial end-users. How are these transferred into the 
organisation? The market analysis tells a general story that end-use customers increasingly 
demand higher value products, which in the saw milling terminology is further processed 
products. The issue is how far a saw milling company should embark on a journey down 
the value chain before its core competences are marginalised? Building up further 
processing capacity puts a pressure on the sales forces to optimize the deliveries of both 
sawn timber and further processed products to customers with a profit, but also on the 
production to be flexible enough to translate the strategy into demands coming from the 
sales force. The solution Stora Enso has implemented is the Business Line organisation. 
These groups should act as developers of business concepts with customers and to take it 
back to production and distribution to find a profitable solution. The size of the company 
both in terms of volumes, personnel and the magnitude of competence stemming from 
this is an advantage and is a prerequisite for major R&D projects and the division of sawn 
timber and further processing production. It is crucial for a long-term success for a 
company of the size of Stora Enso, that the overall strategy is communicated within the 
organisation so that any decision taken is based on the strategy. Furthermore, the 
management has to be consistent in their decision-making that they are always acting in 
accordance with the strategy.  

Hotspot # 3 – Acting further down the value chain.

The present strategy has defined a number of prioritised market segments, where Stora 
Enso should become a preferred supplier to large and important customers. Stora Enso has 
consequently moved further down the value chain finding operations that can be 
performed at a saw mill optimizing the further processing towards the end product. The 
move down the value chain differs dependent on product and must be evaluated 
constantly and thoroughly not interfering with the core business of the company, i.e., 
increased value for end-users of products and services. The organisational set up with the 
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Business lines monitoring and evaluating the development in the markets in combination 
with the production prerequisites can act as a gate keeper for uncontrolled development 
too far down the value chain. The key question that should be addressed by the corporate 
level as well as the in the Business Line organisation is what is to be done when saturation 
in terms of volume and value to prioritised customers is reached and how the strategy of 
moving further down the chain should be formulated and implemented.  
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5.8 Södra Timber AB 

Södra Skogsägarna 
Södra Timber the wood mechanical company within the forest owners association Södra 
Skogsägarna (Södra) established in 1938. Södra organizes and is owned by private forest 
owners in the southern part of Sweden. The number of owners and members was at the 
end of 2004 approximately 34 800 with a total forest land area comprising 2.1 million 
hectares.

The purpose of Södra is to guarantee the off-set of its owner’s forest raw material and to 
support a long-term profitability of the member’s forest estates. To support this, Södra has 
engaged in the forest industry and has built up a business including one of the worlds 
largest suppliers of pulp – Södra Cell, a large actor in the solid wood sector – Södra 
Timber, a leading actor on the Swedish market for interior wood products – GAPRO, an 
R&D company in the building components and systems sector – Södra Building Systems, 
and one of the largest Swedish actors within the bio fuel industry – Södra Skogsenergi. 
Södra Timber, Södra Building Systems and GAPRO were organized in Södra Wood 
Products until April 2005, but Södra Timber and GAPRO are now individual companies 
and Södra Building Systems a department within Timber.  

The vision and business idea of the association is to create value from the forests and that 
Södra shall be a leading ennobler of forest raw material to products, creating value for 
customers and members (Annual report 2003) with a return on capital employed (ROCE) 
of at least 13 % over a five year period (table 13. 

To reach these goals Södra will e.g. actively engage in the restructuring of the Swedish 
sawmilling industry if it supports a long-term profitability of the value chain forest – 
sawmill – market (Annual Report 2003).  

Table 5-5: Key economic figures for Södra (Annual reports 1997 – 2003) 

1997 1999 2001 2003 
Turnover 7 752 7 743 10 496 13 177 
Profit (after write-offs 
according to plan) 

720 204 708 1 537 

ROCE 12  4 9 16 
Solidity 55  53 58 63 
Personnel 2 597 2 615 3 062 3 638 

According to the CEO Södra will engage in activities that support an increased usage of 
solid wood products which in return will profit the owners (members). Södra has for 
example engaged actively in the development of building components and systems in 
wood during the past years from its company Södra Building Systems (SBS). Also, the 
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sourcing of saw logs from members to own sawmills have increased and is presently about 
65 % of total supply.  

GAPRO
Gapro is a further processing company with four production units and two sales companies 
producing and selling wood-based products for the consumer markets. The company 
produces mouldings, panels, solid wood flooring, edge-glued panels, interior details and 
packaging products (divested in 2005) mainly in the Scandinavian markets.  

Södra Building Systems 
Södra has taken an active part in the R&D of wooden building systems since the mid 
1990’s. In 1999, after the introduction of Södra Semi, a system of wooden joists and 
SödraSinus, a wooden stud, more emphasis was put into developing this area further and 
in 2000 Södra Building Systems (SBS) was established. The purpose was to draw 
experience from the construction industry to the core business of the former Södra Wood 
Products, and to widen the sawn timber product range with building components. A 
number of wood based structural components have been developed such as wooden truss 
system and an adapted wooden stud.  

Södra Timber 
Södra Timber (ST) is the wood mechanical company in the group utilizing saw logs from 
forest owners to finished sawn timber products for different markets. Meeting a fiercer 
competition, Södra Timber has seen a need to grow in produced volume, to offer 
complementary services such as different distribution solutions, and a wider range of wood 
products. The growth has been both organic but mainly through a number of mergers and 
acquisitions, leading to the present structure. An important acquisition took place in mid 
2002 when Södra purchased the family owned Geijer Trä including Geijer Timber and 
GAPRO. The latest change was the acquisition of 20 % of the shares in the British 
building components company Crown Timber, indicating the product market strategy 
towards structural segments and a drive for further integration.  

Presently, there are 10 sawmills in the company, producing close to 1.4 million m3 of 
spruce (70 %) and pine (30 %) sawn timber.  

The turnover of Södra Timber (or the former Södra Wood Products) has increased from 
1 040 million SEK and a result of – 59 million SEK in 1998, to 3 026 million SEK and 62 
million SEK in 2003, with the latter being the result of the acquisition of Geijer Trä. 

Market segments and customers 
Södra is a supplier wood products for the international construction industries from Södra 
Timber and interior wood products for the Nordic home improvement markets from 
GAPRO and building components for the domestic construction industry from Södra 
Building Systems.  
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Södra Timber is producing and distributing sawn timber of constructional grades to two 
main market segment areas on an international basis:  

Timber and Builder’s’ Merchants 

Industrial end-users with construction purposes e.g. manufacturers of roof trusses, 
gluelam beams, wooden frame houses and also DIY companies. 

The former Managing Director says that this market orientation has historical roots. The 
quality of the raw material is well suited for construction purposes and thus the company 
with its products has built up a long-term presence in the markets. Europe is the dominant 
region taking close to 80 % of the production with the remaining share spilt on North 
America, Asia and Middle East.  

The development of the market segmentation has been from a focus on the European 
markets supplying standard sawn timber using agents and importers, to a present strategy of 
identifying major customers in each prioritised market segment building up long-term 
direct relations. Historically, the European markets were price driven and fluctuated 
following the supply demand balance with the result that profitability changed accordingly. 
As the market turned into a customer’s market, the profitability dropped for many saw 
mills including ST. An internal marketing project was the starting point for the present 
strategy of moving further down the supply chain. The project included a thorough 
analysis of trends in a number of market segments and a comparison of the present market 
position of the company in these segments. The result of the project was to focus on large 
customers and to offer value-added products according to present and future needs. 
Furthermore, distribution service was seen as a key activity in order to improve the 
company’s position in the market. The present market segmentation of Södra Timber is 
directed towards a number of key markets and segments:  

Scandinavia including Sweden, Norway and Denmark is the largest market for 
Södra Timber accounting for approximately 35 % of the volume (little less in 
terms of value). Builder’s merchants, roof trusses industry and wooden frame 
housing industry demanding planed sawn timber are the main segments. Besides 
these the packaging industry taking lower quality sawn timber is also an important 
segment. The Product Manager of Mönsterås saw mill says that since Sweden has 
a large production of sawn timber and in combination with an exporting oriented 
industry in general, the development of a large packaging industry was clear.  

The second largest market is UK, Northern Ireland, Ireland and the Netherlands 
purchasing some 450 000 m3 of sawn timber. Building material retailers and roof 
truss manufacturers increasingly moving away from own planing capacity are the 
two key customer segments in this market. Planed sawn timber and studs 
according to the classification CLS (Canadian Lumber Standard) are the two 
dominant products. To the Dutch market, only planed products are delivered 
whereas there are still volumes unplanned distributed to the British islands. After 
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the acquisition of Geijer Trä in 2002, the company is the market and price leader 
of planed wood products in the Dutch market.  

The third market is Central Europe with Germany being the dominant country. 
Södra Timber is delivering about 15 % of its production to this market.  

Japan and USA are two fairly new markets for the company. Activities gaining a 
foot-hold in the Japanese market started in the mid 1990’s and took off around 
1997 as a large customer was tied to the newly invested Kinda sawmill. Following 
the favourable exchange rate and the trade dispute between Canada and USA, the 
North American market opened a few years ago. CLS sawn timber is supplied to 
both these markets with DIY and industrial end-users in the construction industry 
the two main segments.  

Finally, other markets including Middle East countries are still important. 
Consequences products to the prioritised and odd specifications are distributed to 
these areas accounting for some 15 % of the volume.  

Presently, Södra Timber, according to the former Managing Director, has no intention of 
moving further down the supply chain, passing the building material retailers and acting 
directly towards construction companies. Coming from the automotive industry the 
former Managing Director has tried to implement business concepts and planning ideas 
from that industry into the company. The production at the automotive industry is built 
upon long-term prognosis split into shorter periods to reach an effective sourcing of 
materials and ultimately production and delivery to customers. He argues that the 
construction industry has no such planning systems nor is able to make any long-term 
prognosis. Therefore, it is not possible to build long-term relations with the construction 
industry and instead Södra Timber has focused on the building material retailers. 

Our core business is to become an efficient primary producer of sawn timber meeting the 
demands from our customers and supporting the value of our owner’s forest raw 
material.  

There are two reasons for that statement. Firstly, the construction industry has different 
demands compared with the building material retailers e.g. the construction industry 
demands smaller packages sometimes down to individual pieces which the company 
doesn’t have the knowledge or distribution facilities to offer. Secondly, it would mean to 
start competing with present customers, and not having the knowledge, the right contacts 
or relations nor the distribution facilities and financial back-up at the time it is not an issue. 
Competing with dual strategies both requiring attention and investments have resulted in a 
prioritization on the saw milling business in favour over Södra Building Systems (SBS). 
Therefore, SBS will become an R&D department developing new building components 
for the industry but with no clear intention that Södra Timber will produce these products 
on-line. Instead joint ventures may be an alternative utilising the distribution channels of 
the company. Instead, Södra Timber will continue to develop long-term relations with 
key customers in the prioritised segments e.g. establishing central contracts with Builder’s 
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merchants including fixed deliveries to individual stores on a national basis, or the recent 
ownership entry (20 % of the shares) into the Building components manufacturer Crown 
Timber. The strategy of becoming a key supplier to a few large customers has resulted in 
that the ten largest customers account for 40 % of the total delivered volume. The strategic 
plan for 2007 has a goal of 55 % according to the former MD.  

Production and distribution channel  
The product strategy of Södra Timber has been revised over the past few years, following 
the increased competition in the market. The former MD states that as the key market 
segments and customers are consolidating becoming larger, with increased demands on 
total product solutions including wide product assortment, specific qualities, efficient 
distribution and IT-solutions, and as environmental issues are growing in importance, 
shorter led-time from order to delivery the product strategy has to follow. “As customers are 
increasingly moving the responsibility of stocking and storing goods to suppliers, our old strategy 
became obsolete”, according to the former MD. The aim is therefore to deliver a product 
that will help the customer in their marketing and their positioning in the market.  

We have to improve our offer making it simple and valuable to order from us and 
difficult to switch to competitors.  

Approximately 55 % of total production is value-added (planed, finger-jointed or cut-to-
size), with the goal that by 2007 the share shall be above 70 %. The production is geared 
towards core products, defined by quality and dimension and examples are studs, CLS-
products, boards and slabs. Presently there are about 100 core products, accounting for 
some 60 % of total production. An individual specialization of the saw mills towards 
specific markets was implemented in 2000. Besides the green-field investment of 
Mönsterås saw mill, aiming for a production capacity of 500 000 m3 per annum, 
investments in the other sawmills have also taken place, all with the purpose of improving 
productivity in production and increasing volume in order to meet the ever increasing 
demands for the customers in their major market segments. 

Up until the late 1990’s, the saw mills produced sawn timber with little value-adding, 
selling on the export markets to similar market segments at presently but using agents and 
large importers. Each sawmill was responsible for the whole chain from sourcing raw 
material, producing and selling the products and finally distributing them to the customers 
(figure 5-16).  
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Figure 5-16: The former value chain of Södra Timber 

To achieve a better correlation between marketing and production, a reorganisation of the 
predecessor to Södra Timber was launched in the late 1990’s. The first activity was to 
centralize sales and marketing department (SMD) and to increase market presence with the 
aim of improving logistics and ultimately profitability. At the same time a centralized 
sourcing group was built up to coordinate and optimize the saw mills, having 
responsibility for raw material sourcing and to source complementary products improving 
the offer from the company. The sales and marketing department focused on core 
products demanded by key customers, resulting in volumes of consequence products 
difficult to sell and when sold lowering the profitability of the whole company. To 
overcome this, the saw mills have gotten back some authority over the production, with 
increased responsibility of production and sales of standard qualities and consequence 
products. At the larger saw mills, a Product manager position has been established. The 
responsibility is customer service and to optimise products, i.e., to lower the number of 
products being produced at a saw mill. A similar position (described below) is found 
between the saw mill and the raw material organisation Södra Skog. The saw mills have 
thus the responsibility to source raw material from the forests, to produce according to 
order from SMD or via any of the distribution centres (DC) being set up mainly servicing 
the Scandinavian and Dutch Builder’s Merchants or directly to industrial customers in any 
market or Builder’s Merchants in any of the other markets.  

The sales and marketing department is responsible for the long-term development of key 
customers and thus handling the core products. The SMD acts as an internal agent 
delivering customer orders from the distribution centres stocked by the saw mills. 
Presently there are five DC: s located on the premises of the saw mills. These integrated 
units are geared to specific markets servicing the customers with timely deliveries of 
demanded products and volumes. The Product manager elaborates on this further when 
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pointing out that with the location of the company’s saw mills in the southern part of 
Sweden give them the possibility to deliver products to the Dutch or the German markets 
on a 24 hours basis. 

Södra 
Skog 

Saw mills 
producing 
spruce 

Saw mills 
producing pine 

Saw mills 
producing 
spruce and pine 

UK, Ireland 
and Holland 

Central Europe 

Japan, USA 

Other countries 

Sales and 
marketing 
depart. 

DC 1 

DC 2 

DC 3 

Production units 
Sweden, Norway, 
Denmark 

DC 4 

DC 5 

#1

#2 #3

Figure 5-17: Present value chain of Södra Timber 

Hotspot #1 – Raw material integration.

Södra Skog as a division within Södra Skogsägarna is the speaking partner between forest 
owners and the saw mills. Their role is to optimize value for forest owners and raw 
material volume and quality to the industry (saw mills and pulp mills). Sometimes there is 
a conflict between what the saw mills are willing to pay and the quality delivered. To help 
each saw mill with the internal negotiations obtaining the right quality and volume a Raw 
material manager has been established. The main quality issue is not the average wood 
properties quality but the length distribution. An optimal solution to the length 
distribution issue has yet to be found. The quality of spruce saw logs in the area is suitable 
for construction purposes, and with the construction industry geared towards specific 
lengths, this has to be taken back to the forests.  

Hotspot #2 – Set up of distribution centres (DC).

To achieve the aim of distributing to individual Builder’s merchants stores, five DC: s 
have been established integrated with the saw mills. These DC: s supply prioritised markets 
segments with sawn timber and each saw mill is thus geared towards a specific market but 
with some over-lapping to achieve both the volumes required and a wider product mix.  
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Hotspot #3 – Centralising key customer contacts.

The present organisation has taken a step forward in the value chain, with SMD taking the 
role that the former agents and importers had, thus optimizing raw material usage to meet 
customer demands. The goal, according to the former Managing director is to build long-
term relations with large key customers in prioritized markets, and to integrate the 
customer’s demands as early as possible in the production and distribution process. By 
centralising the key customer contacts into the SMD and to build IT-solutions for 
ordering, planning, production, stocking and distribution will result in closer and 
ultimately long-term sustainable relations.  

Raw material 
The raw material species distribution in the area of operations is mainly of spruce saw logs. 
The quality of spruce is fairly homogeneous, with knot structure and type and annual ring 
width suitable for construction purposed sawn timber. In comparison, both availability and 
quality distribution of pine is more heterogeneous. A specialization of saw mills towards 
specific products and markets are more easily conducted on the spruce side, then for pine 
consuming mills. Furthermore, with private forest owner’s being the dominant suppliers, 
but also owners of Södra there is a conflict in the optimization of raw material 
procurement. That is, a forest owner being a member of Södra was traditionally 
guaranteed a price and the off-set of harvested volumes. Basing procurement on market 
specifications the saw milling procurement should on the other hand take higher 
considerations to length distributions since the wood properties are fairly homogeneous. 
This difference in quality perception has traditionally been solved so that if the saw mills 
would like to have exactly according to their specifications, they have to pay a premium to 
compensate the difference in quality and price to the quality and price list of the forest. 
This makes it difficult to accurately determine the volume and quality of incoming raw 
material long-term. In 2003, a change in the association’s statutes from a guarantee price 
list to a market based price list can have an effect on the sourcing and optimization of saw 
mill production to customer demands. Thus the matter of precedence has been slightly in 
favour of the saw mills. Each saw mill is responsible for raw material procurement but 
recently with aid from a centralized raw material group under the supervision of a raw 
material manager. The role of this group is to see to the total procurement of Södra 
Timber’s products and to support individual saw mills in their negotiations with the sister 
division Södra Skog, representing the forest owners as members of Södra. 
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5.9 Vida AB 
The present Vida AB was established in 1988 after a Management Buy Out (MBO). The 
former company started as a family-owned saw mill in Vislanda and grew in size during 
the 1960’s and 70’s acquiring nearby saw mills. In 1980 it was sold to the former 
Domänbolagen but after only 4 years a first MBO turned it back into private hands. After 
the second MBO in 1988 the company has continued to grow and today the company 
consists of 10 production units organized in 7 companies localised in the southern part of 
Sweden. Vida AB is operating in the wood products industry involved in primary 
production to industrial end-users and to the distribution segments, but also in secondary 
wood production producing packaging material. The development of the company, 
according to one of the owners, is based on a long tradition of placing the customers in 
focus and a high flexibility in production and distribution creating a high profitability.  

It has to be natural to implement a change and that this change comes from within the 
company as much as possible. With a knowledgeable and competent personnel focusing 
on customers and profitability, changes will be easier to implement than a top 
management decided strategy (One of the owners).  

Creating a business minded organisation comes from delegating responsibility to the 
organisation as much as possible. In Vida this has developed over time as personnel has 
been educated into the company culture in doing business. The owner states that Vida as a 
company is merely a transformer of the raw material coming from the forests, meeting the 
demands from the customers. Vida is an actor in-between the two actors which is 
financing the supply chain – the forest owners and the end-consumer. Therefore, Vida has 
to be as efficient and innovative as possible in adding customer value as cost efficient as 
possible, having well established relations with the two “financing actors” in the value 
chain. Combining this with the quality of raw material in the vicinity of Vida has over the 
years resulted in a focus on products for the construction industry and affiliated segments. 
The strategy as such is more of a perspective than a plan, with the overarching issue of 
profitability on all business propositions. Therefore, Vida is trading and remanufacturing a 
fairly large volume for other segments and customers than the focused.  

The organisational chart follows a centralized functional form with saw milling operations 
as core business. With increasing involvement in the wood based packaging industry the 
structure is adhering to a more divisionalized form (figure 5-18).  
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Figure 5-18: Organisation of Vida AB 

Vida Skog  
Vida AB has no own forest land but purchase raw material from forest owners in the 
vicinity. Vida Skog purchases raw material as either standing forests or as cutting 
agreements. The harvesting is conducted using external entrepreneurs. Vida Skog offers 
forest services such as cleaning, thinning, and regeneration. In total there are 30 persons, of 
which 25 are purchasers. The purchasers are located at individual saw mills, but are 
operating on a central basis, i.e., purchasing for the entire Vida group.  

Vida Wood AB 
Vida Wood AB is the sales company within the group, managing the sales and distribution 
of sawn timber from the production sites to customers. Customer relations are either direct 
from the central company or via independent agents working for Vida. The latter has 
resulted in sales offices in important markets e.g. England, Scotland and USA and these 
sales offices also manage storage facilities in the different countries improving the logistical 
service.  

The saw mill production is organised in seven different companies Alvesta, Borgstena, 
Bruza, Ljungby, Neiktar, Vida Hestra and Vida Timber with in total eight saw mills. 
These are specialised on either large or small dimension timber and with an ongoing 
specialisation to spruce or pine. The total production in 2004 came to 900 000 m3 of 
sawn timber of which all was further adapted in integrated planing facilities and also stress 
graded, treated, cut to size etc.  

On top of the own production, Vida also trades about 100 000 m3 of sawn timber. This 
volume is then further processed e.g. planed, stress graded, cut-to-size or simple re-grading 
the packages splitting the packages into high and low graded sawn timber. Vida has 
performed this for a long time.  
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Vida Packaging 
Vida Packaging is the sales company for packaging products such as pallets and pallet 
collars and cable drums. This business line has developed over the past few years and is 
made up of the production units Vida Pallets, producing pallets, and Vida Hestra, 
producing e.g. cable drums. The development has come as a result to off-set specific sawn 
timber products from the ever increasing sawn timber production in the group. Recently, 
Vida acquired an R&D company that had developed a method to combine plastic and saw 
dust producing a product that is hard, stable and renewable. This new material is used as a 
component in the pallets production. The largest customer of collars is Volvo but also to 
Scania. Vida Packaging is today the largest packaging products producer in Sweden. 

Other businesses 
The saw dust not used for kiln drying at each mill is transported to the company 
Wisswood in Hook, where it is separated in two fractions. The larger fraction is sold as 
horse bedding and the smaller is further processed into pellets. The total production has 
grown from 8 000 ton two years ago to a present 65 000 ton split evenly between pellets 
and horse bedding.  

Another side business of Vida is Vida Energi, also refining by-products from the saw 
milling production. Vida is self-sufficient of steam for running the dry-kilns and the 
oversupply is sold to nearby communities. 

Market segments and customers 
Vida AB has always been a front-runner when it comes to marketing and sales and to 
generate a profit long-term. The owner states that this comes from the notion that the 
input to the production process in the saw mills and the demands on suppliers starts in the 
market. Building up good and long-term relations with customers is a key component to 
success according to the owner. A good customer relation is established both on a personal 
level and on a product and production level. This requires personnel that are geared to 
meet customer needs, requirements, questions and problems and that this should come 
spontaneously.  

As a supplier of input material for the next actor in the value chain you should have an 
interest in helping the customer producing a competitive product according to the owner. 
– You should always ask the question: Why do you perform this operation? Why don’t you do it 
this way? This curiosity in helping the customers, based on what can be performed within 
the saw mill is something that everyone in the company should have in their minds. When 
this is transferred within the company it builds a strong team around production and 
delivery of the right products to the customers and will in the end generate a profit to the 
company.  

Having a strong team of personnel geared to meet customer needs, the market 
segmentation and customer choice is merely based on historical experience, on where the 
profitability is at the moment and a very good knowledge of what Vida can produce, but 
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also on the raw material in the area. About 75- 80 % of total saw log consumption is of 
spruce, and spruce is traditionally used for construction purposes. Therefore, the dominant 
market segments for Vida AB has been the segments distributing timber for the 
construction industry e.g. Builder’s merchants, DIY chains and trading houses and also the 
industrial end-users such as timber frame housing manufacturers, truss manufacturers etc. 
Volumes are also entering the external packaging segments even if large volumes are 
supplied internally. Vida has, according to the owner focused on few segments with fairly 
few products to be able to stay efficient and profitable. The British islands are the 
dominant markets, followed by USA, Sweden and Japan. These markets hold some 2/3 of 
total sales.  

Production and distribution channels 
To be able to meet the various needs of a large number of customers, the production 
process has to be flexible but still standardised. The production units are therefore fairly 
specialised towards different products and markets but all aiming for segments in the 
construction industry. The specialisation is for example that one mill produces only large 
dimension spruce saw logs whereas another small dimensions etc. This specialisation has 
developed continuously as the company has grown in size resulting in a possibility to 
diversify production. Another example is one saw mill that basically only produces studs 
for the British and American markets meeting the requirements of these segments, thus is 
demanding small dimension logs in short lengths optimizing the integration with forestry.  

General requirements of sawn timber for construction purpose is that it should be planed, 
often stress graded and of specific lengths. Correspondingly, the total production at Vida 
AB of 900 000 m3 is planed. According to the owner this step has been gradual, from a 
previous production of rough sawn timber and distribution to external planing mills in 
Sweden or in the final markets for further processing, to the present position when this 
further processing is conducted integrated with the primary sawn timber production. The 
production is thus standardized and efficient towards planed sawn timber for construction 
purpose but still flexible since different saw mills can produce different products to meet 
the specific requirements of customers.  

Furthermore, there are two finger-jointing lines in the group. Having the finger-jointing 
lines in the group makes it possible to optimize the yield of the saw logs and to offer a 
high degree of service in terms of short production and distribution time from order to 
delivery. Consequence products can thus be remanufactured to meet the requirements of 
the main product demanded by a customer. The reason for installing the first line, 
according to the owner, was the large volume of speciality products, e.g. millimetre 
adapted components, that the company produced and that the company was not able to 
produce enough volume from its normal production. Hence, the finger jointing lines 
creates flexibility in production but from a standardised product portfolio.  

The idea of being flexible to changing market demands has resulted in a focus on having 
equipments for other further processing operations such as stress grading, cut-to-size, 
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individual bar-coding, plastic wrapping, packaging sizes etc. This gives Vida a possibility to 
meet country specific rules and regulations as well as customer specific specifications.  

Furthermore, in order to be able to supply a wide variety of products and not interfering 
with the normal production, Vida is also trading a fair volume. The products traded are 
both those that are not produced within the group and those that are produced but not in 
the right quantity. It is also a good business since the variety in quality differs within a 
package and by regarding the package different qualities meeting different customer 
requirements can be achieved. It also gives knowledge of what the competitors are doing 
in the market in terms of products, quality and price level.  

Distribution service is an important sales argument for Vida according to the owner. 

“the capital in the solid wood value chain is in the forests and by the customers, and 
the intermediaries (producers) have to optimize the transformation of saw logs to the 
final products as cost efficient as possible and to deliver the products to the market as 
efficient as possible”.

Historically, the distribution of Swedish sawn timber was handled by agents and 
wholesalers, purchasing different products from different mills to meet the customer 
demands and thus the saw mills could focus on production. Today, when customers have 
grown in size and in required volume, it is possible to go direct resulting in that the saw 
mills have to take responsibility of the distribution not only within the saw mill but all the 
way to the customer. Vida AB has developed gradually in this matter, starting with 
distribution from the saw mills but with increasing volumes going to markets like the 
British, American and Japanese. With increasing demand on timely deliveries, there has 
been a need for having a stock in each market. For example, when Vida entered the 
American market in the beginning of the 1990’s, the end-customers were the larger DIY 
chains demanding large volumes in combination with reliable distribution, Vida turned to 
the larger distributors. The shipment was from the saw mills to the distributors terminals in 
the USA, but as volume increased and other customers turned to Vida, decision was made 
to open up an own distribution terminal on the American east coast. Today, the sales 
office in the USA employs six persons, servicing both DIY customers as well as industrial 
end-users with a 24 hour distribution service of specific products.  

The same development has been on other markets, starting with distribution directly from 
the saw mills and when volumes and distribution demands have increased setting up a sales 
office, organised in Vida Wood either operated by persons employed by Vida or agents 
commissioned by Vida. The move to have low stock at the saw mills and instead 
distribution centres means that Vida has to have a good knowledge of what products are 
demanded, that the saw mills can produce these products and of the right volume long-
term and a focus on establishing long-term and sustainable customer relation. 
Furthermore, it requires the company not to be too stereotype in their market segment 
strategy. The company and especially the sales organisation have to be flexible finding new 
segments and customers more profitable than the present and in comparison with 
competitors according to the owner. This is achieved by having a sales organisation 
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operating in the prioritised markets with direct contacts and distribution and indirect 
relations using agents in the market. The usage of agents has to be on the terms of Vida, 
only then can it be profitable says the owner. This strategy is further enhanced by the 
good reputation that Vida AB has on the market where customers are looking for being 
supplied by the company.  
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Figure 5-19: Solid wood value chain of Vida AB 

Hotspot # 1 – Interaction with the forest owner.

With an under supply of raw material in the region where Vida is operating, the company 
has to be innovative when it comes to purchasing raw material. The possibility of creating 
a system where the bucking is exactly according to the specifications of a saw mill and 
ultimately end-user without too much extra cost is very little mainly due to the 
heterogeneity of the forest stands and individual trees. As it is today, a saw mill purchase 
the whole stand and has to manage the further processing as clever and innovative as 
possible. Vida with a number of different saw mills have the possibility to sort the stems 
and direct them to different saw mills dependent on the specificity of that particular saw 
mill, but again not too extensive since the cost for the raw material will be too high to 
meet the basically global price of sawn timber. Showing a good reputation as a reliable and 
long-term customer to a forest owner is the key issue for a company like Vida operating 
on the open raw material market.  

Hotspot # 2 – Coordination of sales.

The sales and marketing is centralised in Vida Wood AB. This organisation is physically 
located in the head office and with sales offices in a few markets (England, Scotland, 
Ireland and the USA. The customer strategy is to offer solutions for the customers 
manufacturing based on Vida’s own production process and product systems leading to a 
need to create direct contacts with customers. These contacts and solutions are 



Chapter 5 – Vida AB 

___________________________________________________________ 
137

predominantly managed by personnel in Vida Wood. To offer a wide product range Vida 
Wood is trading products not produced in-house. On the same notion, consequence 
products or products with lower priority are sold using agents on specific markets. The 
aim is to find a balance between the two sales and distribution systems, i.e., too much 
effort in solving prioritised customers problems will result in a lower profitability as lower 
prioritised products are sold with a low profit. It is always easy to sell a high-quality 
product but more complex to sell all products coming from the break-down of a log with 
a sustainable profit.  

Hotspot # 3 – Market segmentation and customer prioritization.

The combination of the dominant tree species, the quality and volume of the species and 
the historical development of customer portfolio and the changing requirements of these 
customers have resulted in an, according to the owner unspoken strategy towards 
distribution and industrial end-user segments supplying the construction industry. 
Unspoken, since the company should not be too dependent on specific customers and 
market segments if these are showing poor development affecting the independence and 
hence the profitability of the company. But as Vida has grown in size and built an 
organisational infrastructure with sales offices and distribution centres in various markets, a 
slight focus on both market segments and customers has developed. For example, having 
built up a good reputation on the American DIY market, it will take Vida a good deal of 
losses to leave that market permanently even if the exchange rate short term would affect 
the company negatively. On the other hand, thanks to the size and focus on specific 
products fitting more than one market segment volumes could fairly easily move from one 
country to another with little adaptations.  

Raw material 
Vida Skog is the company in Vida AB responsible for the procurement of raw material for 
the saw milling operations. Vida AB doesn’t own any forest land but is operating on the 
open market and since the company has grown in size the demand on raw material has 
likewise grown. The market for saw logs in the southern part of Sweden according to the 
owner can be characterised as a supplier market, i.e., the demand is higher than supply, 
leading to a need to establish long-term relations with forest owners but also increasingly 
importing saw logs from for example the Baltic states and Russia to meet the volume 
demands. The business idea of Vida AB is to have a cost-efficient production and 
distribution meeting the demands from its customers and if the saw mills have to perform 
too many operations in their processes the profit will decline. It is therefore of utmost 
importance to receive raw material suitable for the next step in the processing to the final 
products. Vida is therefore putting much effort in establishing and nourishing the relations 
with forest owners. According to the owner about 95 % of the total marketing costs for 
the company are directed towards the forest owners.  

We have to be on our knees all the time to be able to supply our saw mills with raw 
material, since there is an under supply of raw material in the area.  
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The raw material demands in terms of volume and quality and length specifications are 
based on sales forecasts for the company in total broken down by the individual saw mills 
that the purchasers at Vida Skog have to meet as closely as possible. Length is always a key 
factor for customers, which have to be correlated back to the bucking in the forest and 
with individual saw mills taking on different dimensions and lengths the set up of price lists 
for the forest entrepreneurs are mainly based on length. Having good relations with the 
forest owners, Vida has been able to purchase standing timber and thus been able to 
optimize bucking and sorting according to the saw mills requirements. With a good track-
record showing volume growth and profitability, the forest owners know that Vida is a 
solid and reliable partner today and in the future.  
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6. Analysis 
The analysis is divided into four sub-chapters. The first sub-chapter, 6.1, describes the findings in 
chapter 4 indicating the present structural status of the solid wood value chain, and specific 
requirements on suppliers of sawn timber products.  

The second sub-chapter, 6.2, addresses the question of strategic resources in the saw milling industry 
in the pursuit of a product market strategy generating competitive advantage. The basis for this 
analysis is derived from chapter 4 and 5.  

In sub-chapters 6.3 and 6.4 the realized product market strategies of the case companies are described 
and analysed in relation to resources and industry development (figure 6-1), and the development of 
strategic groups in the Swedish saw milling industry. Finally, sub-chapter 6.5 addresses the issue of 
the potential of saw milling companies becoming long-term suppliers in an industrialized housing 
concept.

Realized strategic 
positions

Industry 
development

Resources 

Time 

Strategic direction 

Resource base 

Strategy 

Environment 

6.1 6.2 6.3, 6.4 6.5

Industrialized 
housing

Figure 6-1: The link between the sub-chapters and the conceptual model 
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6.1 Developments in the solid wood value chain and changing demands 
The development of the solid wood value chain and its individual industries, are presented 
in full in Appendix 1 with a summary of the segments and their demands on suppliers in 
chapter 4.  

Distinctive external changes affecting the saw milling industry is important for the further 
description of dominant saw milling product strategies. Adhering to strategy as a position 
(in chapter 3) defining a product-market domain in the environment where firm resources 
are concentrated (Mintzberg, 1987), the analysis will start with summarizing the 
development of the market segments consuming the products from the saw milling 
industry. 

Construction related segments 
Declining new build activities coupled with slightly increasing R&R activities in the 
house building sector, availability of skilled craftsmen, cost focus and material neutrality 
during the 1990’s have resulted in: 

Implementation of different productivity enhancing methods e.g. supply chain 
management, partnering, lean construction leads to increasing demands from the 
construction industry that suppliers take larger responsibility in product 
development, production and distribution of building materials to production site.  

A growing interest in industrialization of housing with specifics of increasing 
standardization and prefabrication of building components pursuing an efficient 
production and improved quality of the final product (the house). 

An emphasised dominance of timber framed houses in the single family housing 
market stemming from an implementation of an industrialized concept using a 
high degree of prefabrication and off-site production.  

Specific demands on sawn timber products are length requirements, uniformity of 
delivered products, preferably timely deliveries directly to the site of the exact 
number of pieces. For an industrialized concept all these requirements are crucial 
for productivity and profitability.  

Distribution segments 
Distribution segments are in this study made up of Builder’s merchants and DIY (Do-It-
Yourself) chains. Increased consolidation within and between each distribution segments 
to fewer and larger companies, cost/performance focus on products, increased emphasis on 
distribution have resulted in: 

A move towards a one-stop-shopping concept particularly the DIY-chains. But 
this has also given raise to low-priced, fewer products, serve-yourself concepts 
making their way into the Swedish market. 



Chapter 6 – Analysis 

___________________________________________________________ 
141

Building relation with suppliers being able to supply larger volumes, wider 
product ranges, and complementary services like sales, marketing and technical 
support on a national level.  

Demands on finished products, i.e., ready to sell at arrival, both of standard sawn 
timber and value added products. Increasing demands on specific package sizes, 
individual wrapping, bar-coding. 

On-line monitoring of stock level and subsequent ordering and filling at location.   

Industrial end-users of structural products 
Definition of these segments is producers of gluelam beams and other building 
components. There has been a different development between these segments where the 
gluelam beam producers, due to the small domestic market and quality products, have 
increased their presence on the international markets e.g. Japan and Germany, and the 
building components manufacturers of mainly roof trusses, due to the size of the products, 
have remained on the domestic market and mainly locally or regionally focused. 
Fluctuation in demand from the construction industry, competition from other materials 
leading to a need to improve product quality and development, cost/performance focus 
are example of changes that have resulted in demands on:  

Increasing requirements on long-term relations with suppliers delivering uniform 
products and sometimes being able to supply different wood based products e.g. 
sawn timber, gluelam and LVL (Laminated Veneer Lumber) beams, sheet material.  

Length requirement being the dominant specification, apart from uniformity in 
dimension and quality, i.e., knot structure.  

Spruce being the dominant species used by these segments. 

Industrial end-users of appearance products 
These segments are for example, window, doors, staircases, flooring, mouldings and other 
mainly interior related segments. Although producing different end-products, there are 
some general trends apparent for almost all segments. The flooring segment is affected the 
most of international competition and perhaps mouldings the least. Species variety is larger 
in flooring compared with windows and doors. Changes in distribution segments to fewer 
and larger companies, increased competition from foreign and substitute products 
competitors has lead to a structural change with fewer and larger companies along with a 
large number of smaller, more specialized companies. Operational focus on core 
operations and outsourcing of non-core, and strategic focus on increasing customer value, 
moving downstream has resulted in demands of: 

Establishing relations with larger suppliers, delivering a higher share of blanks and 
components, wider product ranges, and volume. 

Stocking by supplier with timely deliveries, and in specified batches. 

Technical and marketing support, still small but growing.  
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The external environment downstream the saw milling industry is shifting, and perhaps 
more and faster then previously. On-going trends of consolidation within segments, more 
apparent among distribution and appearance segments (Fransson, 2004; Henningsson, 
2005), increasing demands on complementary services such as different distribution 
options (Gustavsson, 2003; Henningsson, 2005), in-house marketing and technical 
support, are examples of changes that the saw milling industry is facing. What can be 
distinguished is the differences in demands between the various segments, implying that 
supplying these segments a saw milling company have to apply different strategies. Also, as 
the structure of the segments is changing, acting towards a specific segment would imply 
that different strategies could be used (Porter, 1980). Meeting these changes and 
differences in demands saw milling companies should focus on a position where the best fit 
between company resources and segment demands are found (Porter, 1996). Aspiring for a 
strategic position that is sustainable often means trade-offs with other positions, that is 
activities conducted by the company are incompatible. For example, aiming for all 
customers in the Swedish window segment would be hard to achieve while it would 
require different product configurations, different distribution solutions, different skills and 
knowledge of the personnel and different management systems (Porter, 1996). Thus a 
company have to make a choice, where this choice have to be made from knowledge of 
the structure and development in the external environment but also knowledge of 
resources that give raise to activities meeting the chosen position.  

The next sub-chapter describes and explores resources enabling the implementation of 
product market strategies within the saw milling industry.  

6.2 Resources enabling the implementation of product market strategies 
The implementation of product market strategies gaining a superior position in the 
industry relates to identification of the characteristics of industry structure (Porter, 1980), 
and the resources, (Wernerfelt, 1984; Barney, 1991), capabilities (Kay, 1993) and core 
competences (Prahalad and Hamel, 1990), and to find a fit between these two dimensions 
creating a competitive advantage. The resource-based view advocates identification and 
creation of strategic resources that enhances a sustained competitive advantage (cf. Barney, 
1991, Peteraf, 1993). By analysing possible resources, a firm may identify those that make a 
disproportional large contribution to competitive advantage, and are able to distinguish 
away those not being important (Peteraf, 1993; Day, 1994; Barney, 1991). The 
identification and analyses of resources aims at distinguish those that are, valuable, rare, 
imperfectly imitable and substitutable (Barney, 1991). By conducting this analysis, a firm 
may leverage the resource into gaining a sustainable competitive advantage.  

In the saw milling industry there are a number of resources that have been seen as 
important to have access to, and should be considered when implementing a product 
market strategy (SIND, 1980; Nutek, 1992; Ågren et al., 1986; Lönner, 1985; Brege and 
Överberg, 2001; Roos et a. 2000; Navrén et al. 2002). These are: 

Raw material 
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Location 

Production processes, including downstream activities 

Ownership 

Raw material 
Availability of saw logs is not only important but a prerequisite for the production and 
delivery of customer value for the saw milling industry. The characteristics of saw logs as 
input material for the Swedish saw milling industry are highlighted in chapter 4.7 and 
addressed here: 

Two dominant species, Norway spruce and Scots pine, traditionally used for 
different end-use applications, often growing in mixed forest stands.  

Quality of the saw log and correspondingly its value is based on the probable 
quality of the sawn timber but determined from visual scanning of the saw log 
surface. The classification of quality is specified as “defects” such as knots (type, 
size, distribution), annual ring width, resin pockets, etc. The quality of a saw log is 
affected by climate, management regimes, location thus changes over time.  

The quality of saw logs, and correspondingly sawn timber products, has in general 
been perceived of being higher in the northern parts of Sweden. Furthermore, 
spruce is argued to have a lower but narrower quality span compared with pine.  

Availability of saw logs is determined by the age distribution of the total forest 
area, by the forest owners’ strategies regarding their forest resources, , i.e.,, 
alternative usage, and it is also dependent of the climate, , i.e.,, when during the 
year it is possible to harvest.  

The share of transportation cost of the total saw log cost limits the distance from 
where a saw mill can be supplied. On the other hand, since the variation in 
quality of forest stands within the supply area, a saw mill may be able to fairly 
accurately predict the long-term quality of input raw material.  

These characteristics affect the implementation of product market strategies and have to be 
considered by a saw milling company in relation the external environment. 

Location 
Location of the production facilities has effects on many levels in a company. It can stem 
from a policy choice, from historical reasons, closeness to raw material inputs or dominant 
market segments. For the saw milling industry it is most often of historical reasons and was 
related to availability of raw material, transportation of raw material, and power generation 
for the production processes.  

Furthermore, location also affects market segmentation, i.e.,, the distance to consumers 
demanding sawn timber produced from the forests in the area of the saw mill. Thus 
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location affects and is affected by availability and quality of raw material in combination 
with the differentiated demands from market segments. The specifics of saw milling 
production is the divergent product flow, resulting in a large number of products that 
should meet the very dispersed product requirements from historically fragmented market 
segments. Hence, the possible quality and volume of sawn timber products affects the 
market segmentation and is thus affected by location. 

Production processes, downstream activities and size 
The production processes at the saw mill have more or less been the same since the first 
stem-operated saw mill was inaugurated in 1849, changing the techniques of break-down 
of logs and the following flows. Since then, technological developments of processes and 
correspondingly products have been incremental, that is, the processes have improved in 
small steps instead of quantum leaps, reaching to a dominant design in saw milling 
(Abernathy and Utterback, 1978). This development has resulted in an increased 
automation, fewer persons in real production, increased speed and at the same time 
improved accuracy, more options in fresh and dry sorting and trimming, new integrated 
techniques in further processing such as planing, finger-jointing, machine stress-grading, 
and individual bar-coding and wrapping (see chapter 4.6). With the general production 
process layout in the Swedish saw milling industry as a dominant design, the focus of 
competition shifts to lowering costs and differentiation through changing configurations 
and further processing operations (Tushman and Nadler, 1986; Anderson and Tushman, 
1990). Furthermore, the configuration of the production layout must consider the 
specificity of the saw milling industry’s production process leading to the divergent 
product flow. Consequence and by-products have to be off-set, often with strategies 
different from that of demanded products. The share of demanded products of total raw 
material volume is thus important and in combination with raw material’s large share of 
total production costs, and a world market price of standard products has to be considered 
analysing whether raw material enables the strategy pursued.  

Hence, for production processes to become a source of barriers to imitation and strategic 
resources (Wernerfelt, 1984; 1995) the configuration at the saw mill level and, if so, at 
aggregated multiple saw mills level or corporate level is crucial. The production processes 
should be configured in such a way that an optimization of raw material; availability and 
quality, to the final products creating customer value, is achieved at the lowest cost. But, 
changing the processes or internal flows or adding a new machine most often adds costs, 
and these added costs must induce an increased customer value in the form of e.g. 
increased revenue, added sales volumes, creation of long-term customer relations, or a 
stronger brand name to support long-term profitability.  

This is also important when considering further processing activities. During the past 20 
years, the increase in integrated planing capacity in the Swedish saw milling industry has 
grown with at least 50 % (Navrén et al., 2002) and the issue is whether this is based on 
market sensing or the dominant logic of the industry (cf. Prahalad and Bettis, 1986; 
Alajoutsijärvi et al., 1999) that if someone installs planing capacity others will follow 
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through. Since the layout at the saw mill level has remained fairly static over the years and 
changes in the production processes are almost perfectly imitable with little gain in 
competitive advantage, “competition becomes a series of races down identical paths that 
no one can win” (Porter, 1996, p 64).  

Size in relation to production processes could create a possibility to reduce cost per 
produced volume. Economies of scale in the Swedish saw milling industry has often been 
debated from a production perspective and in relation to raw material. Since raw material 
accounts for a large share of total production cost, a larger production would be inflicted 
with higher marginal costs. Market changes have to be taken into account, and as 
customers are growing, demanding both larger volumes and distribution to different 
regions, a larger production unit could have an advantage. Furthermore, sales and 
marketing activities in contrast to substitutes require financial strength which could be 
gained from a larger turnover.  

Ownership
The structure of the ownership is an important pre-condition for the development of a 
business. The experience, insight, intelligence, judgment and relationship of the owner(s) 
set the direction for how the company shall, will and can act in the external market place, 
and of the allocation and alignment of internal resources enhancing company direction. 
The owners are the ultimate link that the management of a company can turn to for 
investments, redirection of strategy, changes in organization etc. The owners and their 
perception of business logic in the industry sometimes determine the faith of a company 
more than the operations and activities of the company themselves. In the Swedish saw 
milling industry there are three dominant types of ownership structure, which are also 
included in this study (Navrén et al., 2002). These are: private ownership often with the 
owner as Managing director – Derome, Martinson Group and Vida; forest owner’s 
associations where the company is owned by members – Södra Wood Products, and in 
part Moelven Industrier ASA, and Setra Group, and thirdly large forest corporations – 
SCA Timber and Stora Enso Timber. These ownerships differ in many aspects, where one 
is the perception of what is the core business of the company or corporation, and that this 
perception may enhance or obstruct a proper analysis of resources enabling an 
implementation of product market strategies (Alajoutsijärvi et al., 1999). This implies that 
ownership structure can be a resource enabling the implementation of the product strategy 
sought.  

In essence, the description of different resources enabling the implementation of product 
market strategies in the saw milling industry concludes that: 

Raw material is a prerequisite for the industry to conduct business, but not the 
sole attribute creating competitive advantage. Though valuable, raw material is 
neither rare not imperfectly imitable (Barney, 1986) and it is substitutable (Barney, 
1991). But seen in a larger context, raw material is an important input in creating 
a sustained competitive advantage. What is required is a fit between the attributes 
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of the resource raw material (availability and quality) and the attributes of the firm 
environment, i.e.,, present and future customers and competitors. This fit should 
then be achieved through an appropriate configuration of the production 
processes. Therefore, the formulation and realization of a product market strategy 
must include raw material as an important resource. 

Location of production facilities is often of historical nature in the saw milling 
industry and has to be managed accordingly. That is, what was historically an 
optimal location may not be the same in today’s competitive environment. Due to 
the high transportation costs of raw material, location has a clear relation with raw 
material, , i.e.,, the availability and quality of the raw material affects what type of 
products optimally should be produced. A new plant can be erected in an 
advantageous location, and other locations may be as optimal as the present 
(Porter, 1980). This indicates that location is not a single source for the creation of 
a value-adding strategy aiming for a competitive advantage.  

Production processes in the saw milling industry follow a kind of dominant design 
(Abernathy and Utterback, 1978) and can be considered a dominant branch recipe 
(Alkbring, 2003). That is, almost all actors in the industry have a clear picture of 
the required processes and their layout. Making production processes a valuable, 
rare, imperfectly imitable resource, it must be related to raw material and market 
segmentation, only then it is possible to advocate that production processes is a 
strategic resource. Production processes are also related to size of the production 
and in part to location. Downstream activities shows similar features as the basic 
production processes but are more closely related to market characteristics and 
ownership judgements. That is, downstream activities are exercised following a 
perceived need from customers and an outspoken drive from owners to pursue 
that need creating value for customers and improving advantage of the company 
(Porter, 1980). Unless these conditions are fulfilled there is a clear and obvious 
probability that any additional downstream activity only will add costs to the 
company (Brege and Överberg, 2001).  

Ownership has a direct effect on the implementation of strategies. As such it may 
be impropriate to define ownership as a structural resource similar to raw material 
or location, but instead view ownership as a structural resource. In that respect 
ownership will have a direct influence on the allocation of strategic resources 
based on the dominant business logic that is apparent among owners.  

Combining the above resources with linkages it can be argued that raw material has 
affected and sometimes is affecting the location, but also the production processes, size of 
these and subsequent downstream activities. The implementation of these resources is 
affected by ownership. Figure 6-2 illustrates the linkages between the resources as 
presented.  
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Figure 6-2: Interrelationship and dependence of individual strategic resources (the direction of the 
arrows indicates dependence e.g. location is dependent of raw material, but only slightly of 

production processes) 

6.3 Dominant saw milling strategies  
In the preceding sub-chapters changes in industries further down the solid wood value 
chain, and resources enabling saw milling companies forming and implementing product 
market strategies have been addressed. In the following sub-chapter the product market 
strategies of the case companies in respect to the external environment and resources is 
described and analysed.  
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RESOURCE ALLOCATION AND ORGANIZATION 

Figure 6-3: Portfolio of market positions and growth directions of Derome AB 

Derome AB, has formulated a strategy of growing in prioritized industries and segments, 
utilizing the fact that the group of companies is operating along the whole solid wood 
value chain. The aim is a flexible but low cost sawn timber production, distribution 
solutions meeting customer demands, and a continuous development of products and 
system solutions towards the construction industry. Sawn timber products Derome strives 
for close cooperation within and between the companies in the group to obtain 
information of changes in requirements and to improve decision-making for investments, 
product development, complementary services etc. The saw milling business is seen as 
core business of the company, but market fluctuations should be eased engaging in other 
industries as well. 

The raw material quality in the area of Derome fits the market segmentation, , i.e., 
construction related segments. The specifications from the saw mills should dictate the 
harvesting and especially the length distribution, fitting the further production towards the 
construction industry. The biggest problem for Derome is the availability, especially 
following the storm “Gudrun” in January 2005, and the probable increased competition 
from domestic saw milling companies. Overcoming this Derome is enhancing activities 
towards the forest owners offering other forestry services along with harvesting.  

Furthermore, the three saw mills in the group have been specialized towards species and 
products, resulting in the possibility to produce according to customer specification both 
in product range and volumes. Investments in further processing and flow optimization 
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have been realized or are under way, i.e.,, integrated scanning, planing, etc., to maintain a 
high volume yield. Customer demands of larger volumes and specific distribution solutions 
are met with the newly inaugurated distribution ware-house, servicing both the own 
Builder’s Merchant and external regional merchants. Distribution is a key advantage, as the 
companies are located close to main road ways and harbours for shipping abroad. Engaged 
in basically all construction related segments of the solid wood value chain, results in a 
question of what segment(s) to optimize. Having saw milling as a core business, and the 
other operations as a mean to off-set fluctuations could result in a sub-optimization of all 
operations and a low strategic flexibility.  

The vertical integration into roof truss production, a local Builder’s Merchant and building 
systems modules, follows the notion of off-setting each industries market fluctuations, and 
to improve market information generation and internal spanning activities (Day, 1994). 
But with 90 % of saw milling production going to external customers and according to 
their specifications, the optimization of the remaining 10 % going internally is difficult 
because it may affect the efficiency in production. This could create a low operational 
flexibility to the internal customers and also a low strategic flexibility. Overcoming the 
sub-optimization, Derome is actively engaging in construction related projects leading to 
cooperation between companies in the corporation. On the Swedish market this is 
pronounced by their location and focus on customers in the near regions. Key issues for 
Derome is to find a fit between raw material quality and availability, maintaining a high 
efficiency in saw milling production, at the same time being able to meet external 
customers and internal companies’ specifications.  

Primary competitive advantage: 

Low-cost sawn timber products from specialized saw mills with integrated further 
processing.  

High distribution service for regional customers  

Wide product range of wood based constructional products, stemming from 
vertical integration. 
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Martinson Group AB 

Spruce and pine 
for constructio. 

and appearance. 

Product-specific saw 
mills focusing on 

further processing 

Vertical integration of 
- Gluelam beams,  

- Solid wood boards  
- Building systems 

Ownership with 
technical logic 

MARKET SEGMENTATION AND POSITIONING 
Segments Position Direction 
 - Ind. Housing. Large national companies Diversification 
 - Gluelam.  Own company Market penetration 
 - Ind-end. App. Regional companies Market penetration 
 - Other Regional companies Maintain 
 International segments
 - Gluelam Medium and larger BM’s Market development 
 - Ind-end, app.  Through intermediaries Market development

RESOURCE ALLOCATION AND ORGANIZATION 

Figure 6-4: Portfolio of market positions and growth directions of Martinson Group AB 

Martinson Group AB aims at extending its involvement in the construction process from 
formerly supplying sawn timber, gluelam beams with technical knowledge, to actively 
participating in the construction industry. Furthermore, increased market penetration 
going direct to small- and medium sized customers in the appearance pine products 
segments is an additional direction. These goals will be achieved by product and market 
developments utilizing the knowledge and capabilities of the organization and facilities.  

The quality of raw material has traditionally been a competitive advantage for Martinson 
and with the strategy of going direct to appearance pine customers it is becoming 
pronounced. Long-term availability and an even quality distribution is met by increasing 
activities in establishing relations with forest owners. Offering complementary forestry 
services is but one solution. The difficulties in optimizing availability and quality of saw 
logs have resulted in that two of the three saw mills are consuming both pine and spruce, 
and that the actual optimization is conducted at the saw mill level. The integrated gluelam 
production is driving the spruce sawn timber production. The production of pine products 
have been on a generic basis, with success more of the inherent quality of the raw material 
than market efforts. An efficient and quality generating gluelam production, combined 
with constructional knowledge has created a good reputation among both Builder’s 
merchants and construction companies. As the markets for gluelam beams have been 
constrained following increased production capacity in the world, Martinson has actively 
moved further downstream producing solid wood construction boards. This move is also 



Chapter 6 – Analysis 

___________________________________________________________ 
151

the result of a need to off-set consequence spruce sawn timber products, and is enhanced 
by the construction knowledge obtained from the long-term presence in the gluelam 
business. The future possible constraint that Martinson may experience is how to 
effectively manage and develop the three slightly different businesses (Leonard-Burton, 
1992). 

Ownership and management enhance the formulated strategy as they combine a saw 
milling business logic with knowledge in technical and constructional issues. Hence, the 
drive has been to find technical solutions optimizing production and product development 
based on the raw material available, and to be able to off-set these products to markets 
minimizing market fluctuations.  

Primary sources of competitive advantage 

Raw material qualities generating high quality sawn timber products. 

Long-term presence in the gluelam business, which has given the company a 
reputation and knowledge in the construction industry. 

Narrow range of products for constructional purposes but leveraged by vertical 
integration into construction industry. 

Moelven Industrier ASA 

Spruce and pine 
for construction 

and appearance. 

Species and product-
specific saw mills focusing 

on further processing 

Vertical integration of 
- Gluelam beams,  

- Solid wood boards  
- Modular housing 

Ownership with forestry 
and saw milling logic 

Complementary 
products and 

services via owner 

MARKET SEGMENTATION AND POSITIONING 
Segments Position Direction 
 - Builders M.  Large national companies Market penetration/development 
 - Ind. Housing. Large national companies Diversification 
 - Build. comp.  Own company Market penetration 
 - Ind-end. App. Large companies Market penetration 
 - Other Regional companies Maintain 
 International segments
 - Ind. Housing SME Market development 
 - Build. comp. SME  Market development 
 - Ind-end, app.  SME Market development 

RESOURCE ALLOCATION AND ORGANIZATION 

Figure 6-5: Portfolio of market positions and growth directions of Moelven Industrier ASA 
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Moelven Industrier ASA aspires to becoming a dominant and leading full-service supplier of 
wood based products on the Scandinavian Builder’s merchant and construction markets, 
and a key supplier of sawn timber products for small- and medium-sized industrial end-
users. The ownership structure with Norwegian forest owners and the Finnish Mätseliitto 
with the wood products company Finnforest support the value-adding strategy of 
controlling the chain from forests to the prioritized market segments. Furthermore, the 
product range of Moelven is extended with products from Finnforest. The future market 
positions will be achieved by market penetration and development in the prioritized 
segments following investments in production facilities and closer cooperation between 
divisions utilizing the benefits from having a position along the solid wood value chain 
towards the construction industry.  

The set-up of having a joint procuring raw material company with two other saw mills 
supports a long-term supply. The importance lays in the availability rather than optimizing 
raw material quality accurately to each saw mill, one reason being the high cost in 
transportation.  

The fairly concentrated saw milling facilities structure of Moelven, has affected the 
specialization towards products and markets. The Norwegian saw mills are specialized 
towards domestic Builder’s merchants’ specifications. The Swedish saw mills are 
specialized towards products and markets and with different degree of integrating further-
processing. Meeting customer demands in terms of volume, product range, and timely 
distribution, Moelven has organized production facilities accordingly, and has set-up 
distribution centres close to facilities dependent on product specialization.  

In the international markets, there is a co-operation on the sales level with Finnforest but 
with different positions in the markets. Moelven are striving for the small-to-medium 
sized companies with specific demands in terms of products and distribution specifications, 
thus an access-based strategy (Porter, 1996). 

Vertical integration in gluelam beams, solid wood construction board production, and 
housing construction based on modularization has traditionally been to off-set sawn timber 
product volumes, but are increasingly being combined aiming at becoming a full-service 
supplier to the construction industry. With good reputation and dominant market shares 
in constructional gluelam beam, and in combination with the present position in the 
modular housing segment, indicates the future direction of the company.  

Primary sources of competitive advantage 

Uniquely located in relation to dominant consumer segments, availability and 
procurement strategy of raw material, and fairly concentrated production facilities 
specialized on products and markets.  

Total product range (Moelven and Finnforest). 

High customer service both in products and distribution. 

Active in the modular housing industry, with back-up from owners. 
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SCA Timber AB 

Spruce and pine 
for appearance 

purposes. 

Species and product-
specific saw mills focusing 

on volume 

Vertical integration of 
- Wholesale/Distribution 

Ownership with forestry 
and pulp/paper logic 

MARKET SEGMENTATION AND POSITIONING 

Segments Position Direction 
-  Ind-end. App. Large national companies Market penetration 
 - Other Regional companies Market penetration 
 International segments
 - DIY / BM Large companies Market penetration/development 
 - Ind-end, app.  Large Market penetration 
 - Other  

RESOURCE ALLOCATION AND ORGANIZATION 

Figure 6-6: Portfolio of market positions and growth directions of SCA Timber AB 

SCA Timber AB is presently actively moving from a large producer of high quality 
standardized sawn timber products distributed via middlemen, to producing high quality 
sawn timber products and services directly to large companies in the international Builder’s 
merchant and DIY segments. Furthermore, the aim is to becoming a key supplier of 
appearance products in a prioritized number of market segments. Well-invested and 
efficient production facilities utilizing high quality raw material from own forests are the 
basis in product offer with complementary products from external sources.  

Procurement of raw material according to saw milling specifications is the responsibility of 
the own forestry division. The presently harsh situation on raw material in the region, in 
combination with the demands from the pulp and paper division of SCA AB may result in 
constraints in availability and that the volumes supplied to the saw mills do not have the 
specified quality distribution.  

The saw milling facilities have been specialized in terms of species and products. The 
species specialization is mainly due to the overall fibre strategy, where the saw mills are 
generating raw material to pulp and paper facilities. The product specialization is a result of 
the market segmentation and market positioning, to be able to produce cost-efficiently and 
generating a large enough volume for key customers. The result is a few large, rational and 
cost-efficient saw mills, producing bulk sawn timber products, and a few smaller 
complementing the others. Further processing is achieved through a combination of 
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internal integrated production and cooperation with external companies. Product 
development is achieved as joint projects between the different saw mills and the 
customers.  

To be able to penetrate and develop markets and becoming a key actor in the Builder’s 
merchants’ and DIY segments, SCA has vertically integrated into the whole-selling and 
distribution business in international markets. The move has resulted in a need to source 
wood-based products externally to complement the own production. 

Primary sources of competitive advantage 

Availability and quality of raw material. Environmental certification. 

Large volumes of standard specifications from cost-efficient facilities 

Vertical integration into distribution segments creates mobility barriers 

Setra Group AB 

Spruce and pine 
for appearance 

purposes. 

Clustered pine saw mills 
Product-specialized 
focusing on volume 

Vertical integration 
- Wholesale 
- Gluelam beam 

Ownership with forestry 
business logic 

MARKET SEGMENTATION AND POSITIONING 

 Domestic segments Market position Direction 
 - DIY / BM Large customer Market penetration/development 
 - Ind-end. Struct. Large customer Market development 
 - Ind-end. App. Large customer Market development/penetration 
 - Other Regional customer Market penetration 
 International segments
 - DIY / BM Large national customer Product development 
 - Ind-end, app.  Large national customer Market penetration 
 - Other  

Clustered spruce saw mills 
Product-specialized focusing on 
volume with further processing 

RESOURCE ALLOCATION AND ORGANIZATION 

Figure 6-7: Portfolio of market positions and growth directions of Setra Group AB 

Setra Group AB aims at becoming a full-service, low-cost producer of generic high-quality 
sawn timber products primarily for the domestic industrial end-use and Builder’s 
merchants segments, and supplier of high quality appearance sawn timber products in the 
international markets of industrial end-users and Builder’s Merchants. The strategy 
emphasises engagement with larger customers and includes the delivery of sawn timber 
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solutions including adapted sawn timber, distribution and marketing services and a wider 
product range sourced from external producers.  

In light of the product market strategy availability and quality distribution of raw material 
is important, and is achieved by long-term agreements with owners (Sveaskog and 
Mellanskog). The structure of the production facilities, dispersed from southern to 
northern Sweden, has been concentrated to four clusters. The clusters are specialized to 
products and markets based on dominant species and quality in the areas. The 
specialization at individual mill level is further developed towards low-cost high volume of 
standard sawn timber. Further processing activities such as planing, edge-gluing, painting 
were formerly conducted at stand alone mills, but is increasingly becoming integrated. The 
production and distribution of gluelam beams complements the sawn timber products to 
the structural segments e.g. Builder’s merchants and building components. 

A market oriented approach is enhanced as a centralized sales and marketing department 
with local presence in prioritized markets coordinates the distribution of produced 
products from the clusters. Aiming for larger customers demanding larger volumes and a 
wide product range, the coordination of the specialized saw mills is important. 
Furthermore, with an integrated distribution/whole-selling company in the group with a 
number of distribution centres in Sweden further enhances the strategic direction.  

Recent engagements in the development of wood based building systems aiming for the 
multi-storey family-apartment segment can be seen as a slight diversion of the main 
strategy, but indicates that Setra Group aspires in becoming an actor in the future building 
on the position as a large and reliable supplier to the Builder’s merchants segments.  

Primary sources of competitive advantage 

The long-term agreements of raw material as a basis for the production of large 
volumes. 

Specialization of production facilities towards products for the appearance and 
structural segments, and the large production.  

Distribution centres in Sweden facilitating coordination of products and customer 
specific distribution solutions. 
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Stora Enso Timber AB 

Spruce and pine 
for structural and  

purposes. 

Product-specialized saw 
mills focusing on volume 

Vertical integration 
- Builders M. (Fin) 
- Gluelam beam 

Ownership with pulp and 
paper business logic 

MARKET SEGMENTATION AND POSITIONING 

 Domestic segments Market position Direction 
 - DIY / BM Large national customers Market penetration 
 - Ind-end. Struct. Large customers Market development 
 - Ind-end. App. Large customers Market development/penetration 
 - Other Regional customers Market penetration 
 International segments
 - DIY / BM Large national customers Product and market development 
 - Ind-end, app.  Large national customers Product and market development 
 - Ind-end, struct Large national customers Product and market development 

Further-processing integrated saw 
mills focusing on volume 

RESOURCE ALLOCATION AND ORGANIZATION 

Figure 6-8: Portfolio of market positions and growth directions of Stora Enso Timber AB 

Stora Enso Timber AB is implementing a mass customization production and distribution 
strategy for a specific number of market segments e.g. joinery, building components and 
distribution segments in Europe, North America and Japan, and building long-term 
relations with large key customers. The strategy is affected by the corporate fibre strategy 
of ensuring a long-term supply of raw material for the pulp and paper divisions. The aim is 
to specialise the individual production facilities into production clusters towards key 
market segments off-setting the large volumes of sawn timber products from different raw 
material baskets.  

The strategy of Stora Enso Timber are largely affected by the overall fibre strategy of Stora 
Enso, , i.e.,, being supportive to a long-term supply of raw material for the pulp and paper 
businesses in the company. This has resulted in an increased presence in different forest 
baskets e.g. Russia, the Baltic States, South America etc. and with corresponding 
engagement in saw milling business in these forest areas. Raw material procurement is 
mainly on a national basis conducted by the Wood Supply Division within the 
corporation. The raw material supply is thus an optimization between saw milling and 
pulp and paper specifications, with saw mills also generating by-products as input material 
for the pulp and paper mills.  
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The production and product focus at the different saw mills is set-up meeting the market 
segmentation identified and implemented by Stora Enso Timber. This segmentation has 
been towards three overarching directions; construction, joinery and trade with a further 
split on different segments but fairly generic based on country. The demands from these 
segments independent of nationality have resulted in a strategy towards mass customization 
optimizing the large production of sawn timber products and distribution solutions. The 
specialization to species and products of the saw mills is configured in relation to raw 
material availability and distribution, and demands from the pulp and paper division. 
Aiming for large customers the specialization of individual mills is conducted with a 
volume focus, and with a clustering of mills with similar product specialization. 
Furthermore, further processing is increasingly being integrated.  

A centralized marketing and sales coordination with local sales offices in key markets is 
further enhanced by the set-up of vertically operating groups. These groups have the 
responsibility of product and market development coordinating market information with 
production possibilities, with the aim of clustering customers with similar product 
specification demands. The product and production development should then result in 
value added products meeting these clusters’ demands. 

Vertical integration is so far in gluelam beams production, meeting the demands from 
construction related segments of a wider product range.  

Primary sources of competitive advantage 

Availability of raw material.  

Large volumes of sawn timber products including gluelam beams.  

Specialization of clusters of production facilities to products and markets.  

Wide range of wood based products for appearance and structural end-users.  

A large company’s advantages in terms of market information and sensing, 
resources for product development and technical support, and marketing and sales 
support. 
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Södra Wood Products AB 

Spruce and pine 
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MARKET SEGMENTATION AND POSITIONING 

 Domestic segments Market position Direction 
 - DIY / BM Large regional customers Market penetration/development 
 - Ind-end. Struct. Large customers Market development 
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 International segments
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 - Ind-end, struc.  Large national customers Market development/penetration 

Species and market 
specialized saw mills 

focusing on volume and 

RESOURCE ALLOCATION AND ORGANIZATION 

Figure 6-9: Portfolio of market positions and growth directions of Södra Wood Products AB 

Södra Wood Products AB aims at becoming a key supplier of sawn timber products for a 
limited number of customers in key market segments e.g. building components 
manufacturers, wood based construction companies and Builder’s merchants. The product 
strategy states a focus on cost reductions in raw material procurement and production by 
limiting the number of standard products but at the same time increase the further 
processing operations meeting customer requirements, adding customer value to the 
products by distribution solutions and technical and marketing services. The market 
positioning strategy is based on demands from prioritized customers, raw material quality 
and availability, and the location of production facilities. The strategy of Södra Timber AB 
is backed-up by the owners seeing the benefit of a strong wood products producer.  

The raw material quality in the area of Södra is suitable for structural purposes in 
construction related industries, thus fitting the market segmentation. The fact that forest 
owners are members of the forest owners association Södra AB, results in a secured 
availability of raw material. The aim of Södra AB, generating a high return on members’ 
forest resources sometimes constrains the ability to harvest and buck saw logs according to 
saw mills’ specifications.  

The production facilities are species and market specialized with a volume focus. 
Furthermore, further processing is increasingly being integrated in the saw milling 
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operations, and based on specifications in prioritized market segments consists of e.g. 
planing, finger-jointing and cut-to-size. A centralized marketing and sales department with 
a local sales force in the market, coordinates production and distribution to customers. 
This is further enhanced by integrated distribution centres with the ability to pick and load 
products according to customer specifications and distribute on a daily basis. 

Vertical integration in specific value-adding activities like panels, flooring, mouldings etc. 
creates a possibility to offer a wider product range to prioritized customers, and achieving 
market information. These activities are though organized in a separate company. A 
former separate company aiming at introducing a wooden based building system is 
presently acting as an R&D department developing products for structural purposes.  

Primary sources of competitive advantage 

Availability and quality distribution of raw material matching the market 
segmentation. 

Product and market specialization of saw mills in combination with distribution 
solutions to key customers.  

Location of production facilities further leveraged by flexible distribution 
solutions. 

The ownership structure emphasising saw milling business securing a long-term 
return on forest resources. 
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Vida AB 
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MARKET SEGMENTATION AND POSITIONING 

 Domestic segments Market position Direction 
 - Ind-end. Struct. Regional customers Market development/penetration 
 - Ind-end. App. Regional customers Market penetration 
 - Other Own company and Regional customer Market penetration 
 International segments
 - DIY / BM Niche supplier to large customers Product and market development 
 - Ind-end, struct.  Large regional customers Market penetration 

RESOURCE ALLOCATION AND ORGANIZATION 

Figure 6-10: Portfolio of market positions and growth directions of Vida AB 

The product market strategy of Vida AB is to becoming a reliable supplier of structural 
sawn timber products and services mainly in the international markets. Direct and close 
customer relations are enhanced by flexible and rational facilities with integrated further 
processing. But market segmentation and positioning is constantly being evaluated and 
reviewed finding a fit between market requirements and production.  

Enabling the further production and meeting key market segments’ specifications, Vida is 
actively engaging in the establishment of long-term relations with forest owners in the area 
by, for example offering forestry services. Procurement is to a large share of standing 
timber, resulting in a possibility to buck saw logs according to length specifications. The 
length specifications should mimic prioritized market and product specifications as close as 
possible.  

The production facilities are specialized towards products and markets and, as a response to 
the market segmentation they all integrate further processing activities like planing and 
finger-jointing. The specialization and flexible production results in a possibility to 
compose a wide product range. This is further enhanced by the sourcing of sawn timber 
from competitors, which presently accounts for approximately 10 % of totally distributed 
volume. Distribution is direct from saw mills to customers, or via terminals in prioritized 
markets.  
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Off-setting consequence products, Vida has integrated vertically into the packaging 
industry.  

The organisation structure and formalization is geared towards customer value creation 
emphasising cost-efficient and rational production processes being flexible in meeting new 
demands from the markets, and with a management delegating responsibility down to 
where the decisions have to be made. A centralized marketing organization with sales 
offices in key markets enhances the coordination between customer demands and 
production. Strategy to Vida is a perspective rather than a plan, where competences and 
resources are aligned, leveraging operational effectiveness and a high degree of dynamic 
effectiveness in the company (Abrahamsson and Brege, 2005).  

Primary sources of competitive advantage 

A fit between market segmentation – production processes – raw material. 

Narrow line of sawn timber products for structural purposes in large volumes. 

High flexibility in production and distribution services. 

A market oriented organization. 
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Summary of product market strategies 
The following three tables summarize the analysis of the case companies’ product market 
strategies, which precedes some overall observations.  

Table 6-1: Summary of product market strategies of case companies 

Derome AB Martinson Group Moelven Industrier 
Ownership 
business logic 

Private ownership with 
saw milling logic 

Private ownership with 
saw milling logic 

Norwegian and Finnish 
forest owners 
associations with 
forestry and wood 
products logic 

Formal 
organization 

A parent company with 
two divisions;  
- Production facilities 
- Estate management  

An independent parent 
company with facilities 
as companies. 

Divisionalized company 
represented in Norway, 
Sweden and Denmark 

Raw material 
logic 

Focus on availability. 
Species and mill 
specialization in forests 

Focus on availability.  Focus on availability.  
Mill specialization? 

Production 
logic  

Low-cost, volume yield, 
with integrated further 
processing 

Quality production with 
further processing of 
planing, and lacquering 

Standard sawn timber 
production and high 
customer adaptation 
through integrated 
further processing.  

Key market 
segments. 

Customer 
focus 

Builder’s merchants, 
building components, 
TFH and constr. comp. 
50% domestically. 

Industrial appearance 
and structural end-
users, Builder’s 
merchants, construction 
companies. 

Aims for direct relation 
independent of product. 

Large Scandinavian 
Builder’s merchants, 
industrial end-users, 
construction companies.  
SME: s in international 
segments. 

Logic of 
vertical 
integration 

To support market 
strategy, To minimize 
market fluctuations on 
company performance.  

Minimize dependency 
on one business.  
Natural development 
from present position 

To become full service 
distributor of wood 
based products for 
constructional purposes.  

Previous and 
present 
growth 

Organic, related 
(building components, 
Builder’s M. and 
unrelated (construction 
company) acquisitions 

Organic and related 
acquisitions (wood 
products companies) 

Organic and related 
acquisitions (wood 
products company, 
wooden based modular 
housing) 

Primary 
competitive 
advantage 

Low-cost,  
Construction 
competence. Diversified 
production. Distribution 
solutions in specific  
markets. 

Quality of products,  
Construction and 
technical competence 

Wide product range 
Location to key markets 
coupled with distribution 
solutions. 
Industrialized 
construction 
competence 
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Table 6-2: Summary of product market strategies of case companies 

SCA Timber Setra Group Stora Enso Timber 
Ownership 
business logic 

Large forest company 
with forest fibre focus. 

Forestry corporation 
and forest owners’ 
associations 

Large forest company 
with fibre focus. 

Formal 
organization 

Division in large 
corporation. Production 
facilities as profit 
centres  

Centralized with 
facilities as profit 
centres. 

Division in large 
corporation.  

Raw material 
logic 

Utilize own forest 
resource. 
Species and mill 
specialization. 
Support other divisions 

Species and mill 
specialization. 

Support other divisions. 
Mill specialization. 

Production 
logic  

Low-cost, standardized 
production of large 
volumes.  

Low cost, large volumes 
of quality standard 
products. Further 
processing at stand 
alone facilities. 

Low-cost (?) of large 
volumes coupled value-
adding aiming for mass 
customization.  

Key market 
segments. 

Customer 
focus 

International builder’s 
merchants, DIY and 
appearance ind. end-
users. Large customers. 

Builder’s merchants, 
(DIY) appearance 
industrial end-use 
segments in Europe.  
Large customers 

Builder’s merchants, 
joinery segments, 
specific structural 
segments on a global 
basis.  
Large customers  

Logic of 
vertical 
integration 

To long-term off-set own 
production in growth 
segments.  

Widen product range. 
Distribution on domestic 
market. 

Widen product range. 

Previous and 
present growth  

Organic in primary 
production and related 
acquisitions 
downstream. 

Organic in primary 
production and related 
mergers. 

Related mergers and 
acquisitions.  

Primary 
competitive 
advantage 

Own high quality raw 
mtrl. 
Low-cost, large volumes 
of standard 
specifications. Position 
in downstream 
segments. 

Availability and quality 
of raw material.  
Specialization of 
facilities to products and 
markets.  
Distribution in domestic 
market. 

Availability of raw 
material.  
Customized wide 
product range. 
Global presence. 
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Table 6-3: Summary of product market strategies of case companies 

Södra Timber Vida AB 
Ownership 
business logic 

Forest owner’s association 
supporting development of wood 
based product industry. 

Private ownership with market-oriented 
saw milling logic 

Formal 
organization 

Division in association. Facilities as 
profit centres.  

An independent parent company with 
facilities as companies. 

Raw material 
logic 

To utilize members’ forest resources 
and return profit. Optimize 
availability with pulp division.  

Availability. Customization starts in the 
forests. 

Production 
logic  

Low-cost, large volumes of 
integrated further processed 
products. 

Value-adding with high flexibility. 

Key market 
segments. 

Customer 
focus 

Builder’s merchants, structural 
industrial end-use segments. 
Domestically and specific 
international markets. 
Large customers. 

Specific international markets and 
builder’s merchants, DIY and structural 
end-use segments.  
Medium to large customers. 

Logic of 
vertical 
integration 

Widen product range and to off-set 
volumes.   

To off-set consequence products. 

Previous and 
present growth 

Organic, and related acquisitions in 
primary production. Recently also  
downstream 

Organic growth.  

Primary 
competitive 
advantage 

Match between quality of raw 
material and segment focus. 
Location and distribution solutions. 
Ownership’s business logic. 

Specialization of raw material 
Market sensing linked with quality and 
flexibility in production. 
Organization’s structure and 
competence 

Exhibited in the analysis of the case companies is the increased focus on establishing direct 
relations with customers. This is especially apparent among the larger forest companies and 
the forest owner’s associations, which by tradition mainly have been bulk producers 
delivering products via intermediaries. This trend has resulted in improved market 
information leading back to the production processes that have to be optimized 
accordingly, with internal further processing or integration with external suppliers either as 
sourcing agreements or by mergers and acquisitions.  

A further consequence of the increased direct market presence is that many of the 
companies are narrowing their geographical market focus, specializing on a few markets 
based on logistical advantages.  

Finally, as the companies are extending their product portfolios, and integrating into new 
industries, they are experiencing new requirements, demands and opportunities, which 
have to be incorporated in strategies and the organizations. A successful implementation 
requires flexibility in the organization adjusting to the new opportunities and obstacles 
(Day, 1994; Grant, 1996; Lewis, 2003).    
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6.4 Strategic groups in the saw milling industry  
In the past, descriptions and illustrations of the Swedish saw milling industry have often 
been related to ownership structure (cf. the saw milling industry inventory, Navrén et al. 
2002) and variables like product specialization, vertical integration, and market 
segmentation (cf. Ågren, 1987). One reason for this is probably the production orientation 
that was apparent. 

Figure 6-11 is a generalized illustration of how the saw milling industry was divided into 
different strategic groups, i.e., groups of companies with similar market strategies, based on 
ownership.  
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Figure 6-11: Traditional characteristics of saw milling strategies related to ownership 

The characteristics of the realized strategies and the strategic position are described as:  

The larger forest companies with saw mills producing large volumes of bulk products and 
often with little direct relation with end-users but instead using intermediaries. The 
production was aiming at low cost, little product specialization and often no vertical 
integration and aiming at the large consumption segments like distribution. The owners 
followed a business logic of bulk production of pulp and paper and thus would apply a 
similar strategy to the saw milling division.  

The forest owners associations saw mills with the aim of generating a return on owners forest 
resources, were also often directing attention to volume yield, size development, and thus 
with a market focus fairly similar to the larger forest companies. The ownership logic was 
mainly that of forestry, and what concerned the long-term availability of raw material.  
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The privately owned saw mills have been more active in product specialization through 
further processing and vertical integration. Smaller in size compared with companies in the 
other strategic groups, the ability to conduct extensive market research, sensing, and 
marketing has been limited, but instead established direct relations with customers. More 
emphasis on customer service, higher product specialization, and aiming for the small to 
medium sized companies were characteristics of this group.

As the companies are adhering to a more market oriented approach, strategies are 
changing. The change comes from the developments in the solid wood value chain and 
the competitive forces affecting the saw milling industry. What can be distinguished from 
the description of the case companies’ strategies is the increased focus on market changes, 
and how this changes the identification and allocation of resources. As the perception of 
factors affecting a competitive position of a company is changing, the forming and 
implementing of strategies have changed. Strategies employed by the case companies 
leverage different structural dimensions such as product quality, specialization, vertical 
integration etc. (Porter, 1980), based more on market perception than of the pervious 
resources ownership and access to raw material. This can be illustrated by mapping the 
case companies based on their strategies employed using the portfolio of market positions 
as key market segmentation in relation to size (figure 6-13. The horizontal axis represents 
the total production of sawn timber, and the vertical axis indicates the key market 
segmentation or portfolio of key markets.  
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Stora Enso Timber makes up the first strategic group. The characteristics of this group are the 
focus on size and correspondingly economies of scale. The mobility barriers of this group 
corresponds to economies of scale in production, a wide product range to a broad 
segmentation, access to distribution channels direct to large customers, close relation with 
parent company and access to raw material. Applying a mass customization approach the 
economies of scale is further enhanced, resulting in mobility barrier for competitors. But 
with a broad differentiation strategy this strategic group is present in a large number of 
segments and fierce competition with other groups also focusing on the same segments.  

The second strategic group is made up of Setra Group, Moelven Industrier, Södra Timber and 
SCA Timber. These companies have strategies aiming at large but specific segments often 
geographically defined. The companies are striving for positioning with large customers 
accessed by the offer of large volumes of generic products and a wide product range. The 
width of the range is a barrier to competitors and the creation of this width is from 
external sourcing of products. The production philosophy is to produce low cost of large 
volumes and of specific products. Gaining access to the market segments the companies are 
willing to integrate vertically.  

The third strategic group is made up of Vida in this study. Fairly closely positioned to the 
second group, this group pursues a variety based positioning by creating and sustaining a 
high flexibility in production and distribution meeting customer demands without a high 
level of vertical integration. The production process is flexible but standardized in the same 
time, thus generating a narrow line of products achieving a low cost position, but flexible 
enough to change quickly on changing customer requirements. The group emphasises 
customer linking and market sensing to optimize production set-up and the following 
distribution solutions in generating customer value. This group exhibits many aspects of a 
value innovation company (Kim and Mauborgne, 2004) 

The fourth strategic group is made up of Derome. The market segmentation of this group is 
towards specific segments of customers, thus a needs based positioning (Porter, 1996), and 
stemming partly from type and quality distribution of raw material. This group shows a 
high degree of specialization in terms of a focused product range, markets served 
(geographic) and target customers. The companies in this group show a high degree of 
vertical integration to off-set products and build barriers to entry. The group adheres to a 
low cost strategy.  

The fifth strategic group is made up of companies similar to Martinson. The market 
segmentation is based on a combination of raw material type and quality, technological 
advancements and degree of service coupled with the products. The strategy of leveraging 
its technological leadership towards specific customers is enhanced by a product and 
service range matching the demands of customers.  

What is pronounced from this is that there are similar strategies between companies with 
different ownership structures, thus indicating that the former division based on ownership 
is loosening up. Large forest companies and forest owners associations are increasingly 
acting towards similar market positions with similar strategies.  
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Furthermore, as the companies are integrating vertically into new industries, extending 
their product range, the rivalry between strategic groups is increasing. This is exemplified 
between Moelven in the second group and Martinson in the fifth group both targeting the 
construction industry but applying different strategies.

Raw material is still vital, but more as a prerequisite for the present location of production 
facilities and the position in the market the companies are initiating their strategic change 
from. 
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6.5 Potential for saw milling companies as suppliers in an industrialized 
housing concept 
In chapter 4, the industrialized housing approach was introduced and its key features of 
today were explained. Industrialization was argued to be seen as a structural means to 
reduce on-site activities, instead in-house assembly of components, elements, and/or 
modules. Industrialization promotes a high degree of modularity, which would further 
promote a lean construction process, under which elimination of waste is key.  

The present status of industrialized housing using wood as a structural member is in an 
emerging phase in multi-family housing but holds a dominant position in the single family 
housing.  

Summarizing the information of requirements from construction companies in an 
industrialized concept (chapter 4), a supplier of wood based products aspiring in becoming 
an actor on the Swedish housing market should be able to (horizontal axis in figure 6-14): 

1. Act as a contractor managing the different phases from design to assembly of the 
house. 

2. Take a full responsibility in development and production of building systems of 
wood but not act as a contractor. 

3. Produce modules and/or components in a building system of wood 

4. Produce planed sawn timber, delivered with high accuracy to the producers of 
building systems.  

In the previous sub-chapter the product market strategies of the case companies have been 
described and illustrated and is further extended here including competences required in 
an industrialized housing concept and the relation to the construction industry (vertical 
axis in figure 6-14).

Derome AB has competences in products and production being able to supply an 
industrialized housing concept. Specifically the competences are made up of sawn timber 
products and production processes geared towards the construction industry, a roof truss 
manufacturing industry, a structural components company (wall and flooring systems), 
production of timber framed houses, and also holds a construction company. The 
involvement in the construction industry stemming from the vertically integrated 
companies means that the company also has competences to understand the requirements 
stipulated on actors in the different phases of the construction process.  

Martinson Group AB has long experience and competence in the gluelam beam production 
and construction, and has recently started production of solid wood structural boards. The 
latest development is the combination of the two production processes into a 
modular/element building system. The company has acquired competences of the 
construction process by increased participation in constructional projects and by 
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employing personnel outside the traditional saw milling paradigm. An organizational 
change in the company involved an increased focus on the constructional side. 

Moelven Industrier ASA aspiring in becoming a full service supplier of wood based products 
in the Scandinavian construction related segments, has sawn timber production producing 
for the building components and timber framed housing industries. Moelven has a long 
tradition and competences in gluelam beams production and construction and has recently 
inaugurated a solid wood structural board plant. Furthermore, the company has grown in 
modular housing market and is presently the largest in Sweden and Norway. A recent 
organizational change manifested further the direction towards becoming an actor in the 
construction industry as the gluelam division was merged with the former division 
Byggindustri.  

SCA Timber AB with a production of standard sawn timber products has recently acquired 
a distribution company gaining competences from that industry. The strategic direction is 
to build on this concept of having a strong base production, coupled with external 
sourcing and an excellence in distribution to DIY and Builder’s Merchants.  

Setra Group AB aims to becoming a full service supplier to the Builder’s merchant 
segments and a key supplier to industrial end-users in mainly Scandinavia but also other 
prioritized geographies. Recently the company has been involved in the development of a 
wooden based building system using a modular systems approach, gaining experience to be 
implemented in the organization.  

Stora Enso Timber AB aims for large customers with a mass customization concept also 
including structural sawn timber products. The company production also includes gluelam 
beams and KVH (KonstruktionsVollHolz) and with close relations with building 
components manufacturers.  

Södra Timber AB acts to becoming a key supplier to larger customers in the industrial end-
user segments building components, timber framed housing, and the Builder’s merchant in 
Scandinavia and other markets where the location is an advantage. The concept includes 
further processed sawn timber and a high distribution service. Södra Timber has developed 
and is promoting constructional components and modules that together can form a 
building system. Closely affiliated with scientific research institutions.  

Vida AB has a flexible production with a high degree of further processing, and 
distribution service that has rendered the company a good reputation. Key markets are 
predominantly outside the Swedish market, and are generally the construction affiliated 
segments like building components, and timber framed housing manufacturers as well as 
Builder’s merchants. The production and organization is highly adoptable to market 
changes. 
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Figure 6-14: Position of case companies based on product complexity produced and type of 
relationship with the construction industry 

Figure 6-14 illustrates the position of the case companies based on the degree of product 
complexity in combination with how the companies and their products are affiliated or 
related with the construction industry. Product complexity in this case refers to the ability 
to meet the requirements postulated by an industrialized housing concept. Relationship 
with the construction industry indicates where in the construction supply chain the 
companies enter and is thus an approximation of the case companies’ construction 
competence.  

The potential of the case companies in becoming suppliers is dependent on the strategy 
applied and pursued, and the possibility in meeting the demands of the construction 
industry in terms of products produced and offered. That is, a company producing sawn 
timber with a high production flexibility and adaptability pursuing a product market 
strategy towards the construction industry has a potential. The issue is thus how the saw 
milling companies perceive the potential that an industrialized housing may create a long 
term business resulting in sales volume and ultimately profitability to the companies.  

Derome and Moelven Industrier have potential becoming a supplier in all four types of 
product configurations. The potential is enhanced by the fact that they are already acting 
within the construction industry through own companies, and that their product market 
strategies are geared towards the structural side of the solid wood value chain, i.e., Derome 
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have the ability to deliver, building systems, building components and sawn timber 
products, with Moelven Industrier as a large supplier of sawn timber products and building 
components via Builder’s merchants.  

The potential of Martinson Group and Södra Timber lays in their ability to produce and 
supply building systems. This has been proven in projects during the past years. The 
potential is further enhanced by the product strategies, aligning production, distribution 
and technological knowledge towards the construction industry. Of the two, Martinson is 
presently the more active in moving closer to the construction industry. 

Setra Group and Stora Enso Timber have the potential in becoming suppliers in an 
industrialized housing concept based on production facilities, products produced and 
overall strategic direction towards the construction segments. Setra ha an edge, vertically 
integrated in distribution having a competence in distribution solutions to the construction 
industry.   

The potential of Vida comes from its high operational flexibility in combination with clear 
focus on construction related segments, resulting in a dynamic effectiveness of the 
organization.  

SCA Timber the products to supply an industrialized housing concept, i.e., large volumes 
of standardized sawn timber products but the strategy is directed towards the distribution 
segments on the international markets.  

From this it can be said that all case companies have the potential based on production 
range and competence in the construction process, in becoming suppliers in an 
industrialized housing concept. There is though a difference in degree of potentiality and 
more so whether the actions of the companies support a further development of a Swedish 
industrialized housing concept.   

For an industrialized housing concept gaining a momentum in Sweden, companies 
positioned in the upper right box divided by the bold lines in figure 6-13, could be 
considered as the first wave companies. These are the ones with a higher potential based on 
product range, competence, and the strategic direction the companies are aiming at, i.e., 
the strategic group they are part of (figure 6-13). These companies are also those that 
would engage more actively in the creation of a dominant design in industrialized housing.  

The first wave companies are pursuing a first mover advantage, gaining a foothold in the 
market. The companies in these positions have competences both in the product 
development and production process of building systems or houses, and of the specifics of 
the construction processes. The strategic direction of the case companies positioned in the 
“boxes” supports the competencies and further development of these. A first mover 
advantage results from access to customers and the possibility to building reputation, access 
to distribution channels, and to the leverage of technology used for further innovations 
(Lieberman and Montgomery, 1988). It could result in barriers to entry of competitors, 
which have to acquire the knowledge and competence of the first mover. From this it 
would be apparent that wood products companies which have integrated into the 
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construction industry should be in the front seat as suppliers or more so as drivers of the 
development of an industrialized wooden based housing concept.  

After the first wave, and a possible emergence of a dominant design, competition moves 
from competition in functionality to competition based on price, quality and 
segmentation. Companies with a strategy of producing low-cost, to specific segments 
would be considered a “second wave” of companies, and would emerge as suppliers and 
supporters of an industrialized housing concept in Sweden. The second wave companies 
are those positioned in any of the three other “boxes” in figure 6-13. The case companies 
in this study are found within two of these boxes. These groups of companies  

The companies in the second wave are those that: 

1. Aspire in becoming first wave companies, thus acquiring the necessary 
competences in products and technological knowledge, or those that  

2. Support the first wave companies with products, distribution channels, or any 
other structural dimension enhancing the development of an industrialized 
housing.  

The rationale for the first group is related to the overall strategic direction of the company, 
thus depends on the business logic and the organizational flexibility in adapting to new 
requirements both in operations and strategic positions (Abrahamsson and Brege, 2005). 
This group of companies have most likely a broad differentiation strategy towards the 
national structural end-use segments. Setra Group is an example especially due to its 
present involvement in a project regarding industrialized housing.  

For the development of a Swedish industrialized housing concept on the international 
arena, the first group could also include companies with a broad international 
differentiation strategy active in a number of segments and markets with a wide product 
range able to support not only a national development of industrialized housing but also an 
introduction in the international markets (Tushman and Nadler, 1986). Stora Enso is an 
example of this second group.  

Rationale for the second group of companies would be that this type of company have the 
ability to adopt the requirements more easily within its organization and is able to produce 
components more cost-efficient and thus be able to becoming a supplier. Vida is an 
example of this type of company. 
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7. Conclusions and further research 
This concluding chapter aims at condensing the findings and to highlight the contributions in regards 
to the aim of the thesis. The contributions are both to the scientific community and to practitioners. 
The concluding section is divided into three parts thus illustrating the main areas of contribution 
emerging from this thesis.

Contributions 
A developed and up-dated structure of the Swedish solid wood value chain 
highlighting flow of sawn timber volumes and requirements upstream from the 
various industries. 

An analysis of dominant sawmilling strategies and a suggested mapping of strategic 
groups presently apparent in the Swedish sawmilling industry. 

Indications of the potential Swedish sawmilling companies enhancing the 
reformation of the construction industry implementing an industrialized housing 
concept. 

7.1 Point of departure 
A fair amount of reports and studies conducted over the years, have aimed at prescribing 
ways for the traditionally production oriented saw milling industry realizing and 
implementing a more market oriented approach. The reports have prescribed that 
companies should move from an inside-out to an outside-in perspective when formulating 
and implementing strategies, essentially stating that companies should increase their 
presence in the markets learning the specific requirements of customers. Many of these 
reports have included market analysis that could be used in product market strategy 
formulations.  

More recently, reports and studies have focused on the relationship between the solid 
wood value chain, particularly the wood products industry, and the construction industry 
and its processes. Reasons for the interest can be ascribed the revised building code from 
1995, and the debate in Sweden regarding the status of the Swedish construction industry 
(SOU, 2002). The building code, which translated the Building Product Directive from 
EU (Official Journal of the European Union, 1989) fitting into Swedish standards, resulted 
in that after 120 years, wood as a structural member in buildings larger than two storeys 
could again be used. The construction industry in Sweden was said to be inefficient, 
innovation reluctant resulting in long construction times and consequently high costs. 
Combining these two reasons, reports and studies have advocated an implementation of an 
industrialized approach and that wood could be a fore-runner in that respect.  

There is a magnitude of interesting issues that can be drawn from the above, but from the 
perspective of the research programme, Wood Works, and the pre-understanding of the 
researcher, there are a few issues that has drawn particular interest.   
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The overall aim departing on this scientific journey was to increase the knowledge of the 
saw milling industry and dominant saw milling strategies in particular. That is a huge task 
thus the purpose of this thesis has been narrowed and, was: 

To describe the structure of and analyze developments in the Swedish solid wood 
value chain and the effects on value-adding (product) strategies in the saw milling 
industry.

To describe and analyze dominant Swedish saw milling strategies and their 
potential role as actors on developing industrialized housing using wood as a 
structural member.  

7.1.1 Structure and developments in the solid wood value chain 
Traditionally, there has been a fairly strict division between actor groups in the solid wood 
value chain performing value-adding activities of wood based products (SIND, 1980; 
Lönner, 1985; Nutek, 1992; Näringsdepartementet, 2004). Structural uncertainties, such as 
a heterogeneous raw material resulting in a divergent product flow from the saw milling 
industry, a market with heterogeneous demands between segments, distance between 
suppliers and buyers resulting in high logistical costs, and fluctuating demands in the 
construction industry, created the initial view of the solid wood value chain. Traditionally 
the solid wood value chain has comprised a large number of intermediaries acting between 
the producing industries, facilitating product and information transactions. These 
intermediaries have sometimes obstructed information transfer between producing actors 
creating sub-optimizations in the value chain (Lönner, 1986; Elowsson, 1984). Not 
knowing the exact product requirements from the market, saw milling companies have 
focused on analysing and leveraging internal resources e.g. raw material and production 
Roos et al., 2001).  

The findings in the thesis illustrate the increasing consolidation within the various 
industries. Lately this is especially evident in the distribution segments, Builder’s merchants 
and DIY where large national oriented groups of companies have been established. 
Furthermore, improvements in product, process and sales technology, introduction of IT 
in the processes (Porter and Millar, 1985), changes in rules and regulations from 
governmental authorities, transportation and distribution have made the sawn timber 
market global (Vinnova, 2001a; 2002; 2004, Näringsdepartementet, 2004). These 
structural changes in industries are affecting requirements on suppliers in terms of product 
types, range, and volume, and complementary services such as distribution, technical and 
marketing support. Meeting these demands achieving higher customer value, industries 
and companies are actively moving downstream thus an increase in vertical integration is 
evident. Exemplified in the saw milling industry, vertical integration is a mean to off-set 
market fluctuations in the sawn timber market, extending the product range, building 
closer relations with customer’s customer to its sawn timber products, or as a natural step 
following the strategic direction.  
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As a concluding remark of the changes in the solid wood value chain, figure 7-1, aims at 
describing the change in the solid wood value chain using the terms value-adding logic 
and business logic.  

The former structure illustrated a fairly strict division between actors in the value chain in 
terms of value-adding activities (lower part of figure 7-1). With the changes in the external 
environment and the correspondingly changes in strategies the present structure (upper 
part of figure 7-1) illustrates that:  

The industries are moving downstream focusing on customers and customer 
value, looking at outsourcing initial production process and products. 

The saw milling industry is becoming more of a wood-based products industry, 
integrating downstream taking over operations of further processing companies to 
a larger extent. 

There is an on-going integration between industries optimizing their position in 
the chain.

Wood products 
industry 

Building system Components Planed timber Sawn timber Modules 

Structural 
Industrial end-users 

Construction 
companies 

Value-adding logic – sequential division of value added wood based 
products based on degree of complexity 

Business logic – Division of value-adding activities in the 
traditional business groups 

Saw mill 
Structural 

Industrial end-users 

Timber frame 
housing 

Further 
processing 

Timber frame 
housing 

Construction 
companies 

Former structural value chain 

Present structural value chain 

Figure 7-1: Developments in the solid wood value chain for structural applications, described as a 
relation between value-adding and business logics. 
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The saw milling industry of today is designing, planning, producing, marketing and 
delivering a product that is more than a standard sawn timber, the industry of today offers 
wood products solutions for customers downstream. 

7.2 Dominant sawmilling strategies 
The analysis of the realized product market strategies of the case companies was conducted 
using a conceptual model for strategy realization in the saw milling industry. The model 
was exhibited as a continuous interaction between presently realized strategies of the 
company, possible resources enabling the strategy, and forces form the external 
environment affecting the company’s strategic position over time. The continuous 
evaluation of the ingredients and the subsequent reformation of the strategy are seen as 
important in maintaining a competitive advantage. The model combines the resource 
based view and the positioning view in creating a competitive advantage.  

The model has taken its stance from the notion that strategy is to find a fit between the 
external environment and the resources available, developed and leveraged by continuous 
evaluation and implementation of strategy and operations (Porter, 1996; Kay, 1993; 
Mintzberg, 1987; Henderson, 2001; Abrahamsson and Brege, 2005). The strategy should 
thus include inside-out, outside-in and spanning capabilities in creating a competitive 
advantage and profitability (Day, 1994; Fahy et al. 2001; Day and Wensley, 1988). 

External environment 
The external environment is in this study the solid wood value chain and its constituent 
industries. A thorough description of dominant industries in the value chain is summarized 
into driving forces and demands on suppliers of sawn timber products. Changes in the 
Swedish solid wood value chain that have had an impact on the sawmilling industry are 
summarized as: 

Increased consolidation, internationalization, customer focus in the industries 
result in demands of: 

o Wider product range including other wood based products (Distribution 
segments) 

o Distribution solutions  

o Sales and marketing as well as technical support (Distribution segments) 

o Further processed and value adding products (Industrial end-use segments) 

That is, the industries are in varying degree expecting suppliers to take a larger 
responsibility in product development, knowledge, stocking and distribution. From an 
industrialized housing concept’s perspective it is perhaps most apparent. 
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Resource base 
Resources are in this study condensed to raw material, facilities, production processes and 
ownership, with size as a variable that affects the configuration of the others.  

The conclusion is that there is an interrelation between these four resources, with the 
perception of what is the business logic in the industry of ownership having larger impact 
over the other. Raw material, type, quality and availability, affects the location of facilities, 
and the production processes utilizing the raw material. The main reason is the high cost 
share of raw material of the total production costs, in combination with the diverging 
product flow from the sawmilling industry. A production oriented approach to strategy 
may possibly be traced to ownership structure and the relation to access to raw material. 
This was most apparent among larger forest companies with other businesses consuming 
forest fibre.  

Strategies of case companies 
The case companies are among the 20 largest sawmilling industries in Sweden, making up 
more than 50 % of total Swedish sawn timber production (from their Swedish operations).  

The need for customer adaptation of products and services is a concept often used when 
describing the Swedish sawmilling industry (SIND, 1980, Nutek, 1992; Vinnova, 2002; 
Cei-Bois, 2004). This concept often refers to further processing, value-adding and vertical 
integration into industries downstream.  

The analysis of the formulated and implemented product market strategies of the case 
companies indicate the complexity of the sawmilling business. Increased competition from 
substitute products both in structural applications and appearance segments coupled with 
increased supply from other regions, the various options in identification and allocation of 
resources, structural changes in the sawmilling industry are but few of conditions the 
industry are facing. Responding to this, sawmilling industries are initiating actions to find 
and establish “new” product market strategies, new production and product configurations 
resulting in new profitability options, where a value-adding strategy could result in 
improved performance (Roos et al. 2002; Hansen et al. 2003; Nimelä, 1993).  

The description and analysis of strategies indicate the actions taken by the case companies 
creating a competitive advantage and a sustainable position achieving profitability. 
Specialization of production facilities further clustered to gain economies of scale, value-
adding activities both of current operations and vertical integration into production and/or 
distribution, direct customer relations are examples. To maintain a position and a 
competitive advantage in the market, a high market share both in various segments but 
also with customers have been advocated by the case companies (Porter, 1980). That is, 
size, both total and of different product lines have been important to achieve. Figure 7-2, 
derived from the analysis, indicates that the case companies have applied different growth 
strategies in relation to vertical integration, dependent of former position and present 
strategic direction to obtain a competitive size structure.  
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Figure 7-2: Changing positions of the case companies in relation to vertical integration and growth 
characteristics 

The case companies are increasingly diversifying in present and new market segments with 
a wider product range stemming from specialization of the production facilities and 
introduction of other wood-based products. These findings fit with the general 
development of the sawmilling industry argued for in figure 7-1.  

As companies are moving between industries in the value chain, they will both cause and 
be exposed to new powers affecting the way business is conducted (Porter, 1980; 1985). 
Thus, market sensing and customer linking activities are evident among the companies as 
they move to local sales presence in key market, set-up of distribution centres meeting 
customer demands of product range width and timely deliveries, engagements with 
customers in product development, and internal projects of benchmarking with 
competitors. That is, the companies are becoming more market oriented in their approach 
to strategy.  

Strategic groups 
What can be distinguished from the analysis of the case companies view on strategy and 
how to obtain a competitive advantage, is a change in perception. Speculating in this it 
can be argued that formerly formulation and implementation of strategies have been much 
from an inside-out perspective, i.e. resources like access to raw material and production 
processes have in large affected the strategies applied. The analysis indicate though that 
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companies are forming their strategies much more on market opportunities, relating these 
opportunities back to the organization and its capabilities, i.e., more of an outside-in 
perspective in strategy formulation. Based on this it is argued that the landscape of different 
saw milling strategies is better mapped using structural dimensions than the former 
resource dimensions. The mapping of the Swedish sawmilling industry could instead be 
based on portfolio of market segments or opportunities, and the size of the company.  

In conclusion, it can be argued that the former modified resource based view on strategy 
and competitive advantage, i.e., production orientation, in the sawmilling industry, is 
gradually changing towards a market oriented view on strategy, balancing market 
segmentation with resource allocations.  

7.3 Industrialized housing 
The Swedish saw milling industry is traditionally a supplier to the construction industry, 
but seldom directly to a construction company or construction site (Näringsdepartementet, 
2004; Vinnova, 2002; 2004; SOU, 2002). Changing building codes and an increasing 
attention towards an industrialized housing concept can change this to a possibility (Gann, 
1996; Naim and Barlow, 2003).  

The analysis indicates that there is a difference between the potential, i.e., ability, and the 
probability, i.e., likeliness of the case companies as suppliers in an industrialized housing.  

All case companies exhibit the potential in becoming suppliers, that is their products and 
production processes meet the requirements stipulated by an industrialized housing 
concept, but of different degrees. The degrees refer to:  

demands of standardization of products met by volume and flexibility in sawn 
timber production 

responsibility in product development and prefabrication met by production of 
building components and systems 

engagement in the construction process met by vertical integration into the 
construction industry 

The probability on the other hand depends on the product market strategies of the 
companies, related to the market segmentation and present involvement in and 
competence of the construction process.  

The development of an industrialized housing concept is enhanced by actions taken by 
different strategic groups in the sawmilling industry, indicated as first wave companies. 
These are the companies with the highest probability enhancing the development in the 
short-run. For the concept to gain momentum through actions of the sawmilling industry, 
a second wave of companies has to emerge.  
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7.4 Further research 
As always when answering a question, it gives raise to more questions. - So also this study.  

Indicated in the beginning of this chapter, the study has aimed at increasing the knowledge 
of the solid wood value chain and particularly the saw milling industry. The study has 
highlighted the changes taking place in the solid wood value chain over the past 30-40 
years. These changes have resulted in a closer cooperation between the dominant 
producing actors in the chain, i.e., saw mills, industrial end-users and the housing 
construction industry. This is further noted in the development of dominant saw milling 
strategies and the potential in an industrialized housing concept.  

Structure of the solid wood value chain and dominant saw milling 
strategies 
The description and analysis of dominant sawmilling strategies and the corresponding 
mapping into suggested strategic groups has indicated the structural changes taking place in 
the sawmilling industry. Former sawmilling companies are increasingly becoming wood-
based products producers and distributors, acting downstream the solid wood value chain. 
The argument is that value-adding and vertical integration could improve profitability as 
companies are raising their mobility barriers (Porter, 1980).  

Is this really the case in the solid wood value chain?  

Adding performance to the analysis of strategic groups of sawmilling companies improves 
the accuracy in the mapping, and would lead to answering the question of what type of 
and how value-adding and/or vertical integration results in improved profitability. With 
an explorative case study approach, the aim should be to find the tangible and, perhaps 
more interestingly, the intangible assets and skills, that in combination with external forces 
have been decisive when companies form and implement value-adding strategies.  

Another direction that would complement this study concerns the SME: s in the 
sawmilling industry. As the larger sawmilling companies are moving to becoming 
internationally-oriented wood-based products producers with increasingly structured and 
planned processes and strategies, what will happen with the small to medium sized 
entrepreneurial-driven sawmills?  

What are their roles and positions in the increasingly global and competitive solid 
wood value chain?  

What has made them successful in the past, and is it possible to pinpoint those 
variables and conditions, thus leveraging them in the future environment? 

Industrialized housing 
In an industrialized housing concept there is a need and a potential for actors upstream the 
value chain to take a greater responsibility in products and processes. This highlights an 
important issue for further research, namely, what is the long-term benefits for actors 
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upstream engaging in an industrialized concept? The benefits could stem from factors like 
economic, product development, power and depends on how far downstream these actors 
are willing to reach. Conducting a study of the economic benefits and constraints on such 
a move would contribute both to academic researchers and to practitioners further 
developments. Figure 7-3 illustrates the research focus: 

CCoonncceepptt DDeessiiggnn PPllaannnniinngg
aanndd
ccoonnttrrooll

MMaannuuffaaccttuurree AAsssseemmbbllyy

SSuupppplliieerrss ooff mmoodduulleess
ffoorr aa bbuuiillddiinngg ssyysstteemm

iinn wwoooodd

SSuupppplliieerrss ooff
ccoommppoonneennttss ffoorr

mmoodduulleess // bbuuiillddiinngg
ssyysstteemm iinn wwoooodd

SSuupppplliieerrss ooff aa
ffiinniisshheedd bbuuiillddiinngg
ssyysstteemm iinn wwoooodd

Figure 7-3: Solid wood components/modules/building systems supply chain to an industrialized 
housing concept 

Dependent on where in the construction process a supplier of wood products is entering, 
the product and process complexity increases resulting in requirements on financing, 
product knowledge, process knowledge, production and distribution networks. Therefore 
it is important to know the possible margin in revenue that each actor in the construction 
process generates and thus the potential for a saw mill in moving down stream the value 
chain.

Another stream of further research that has been highlighted in this thesis is the long-term 
development of an industrialized housing on a global scale.  

What is the maturity of construction industries in other geographies in terms of 
industrialization? If there is a difference in maturity, how will that affect the development 
in Sweden, , i.e., if the maturity is low, there is probably little incentive for the second 
wave of wood products companies aggressively pursuing a closer collaboration with the 
construction industry, the costs of acquiring knowledge, processes and products would be 
too high?  

The development towards an industrialized construction process has drawn experiences 
from the development in the automotive industry applying a lean production approach. 
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There is a fair amount of research describing the role of sub-suppliers in a lean automotive 
concept. Arguably there are researches indicating that the construction process is different 
from that of the automotive, hence the role of suppliers in the construction process would 
be different. Therefore, it would be interesting and enlightening to study a number of saw 
milling companies’ development in terms of value adding strategy towards the 
construction industry. The aim would be to study the companies using a longitudinal 
approach and how their value adding strategies have developed dependent on ownership 
structure changes, external environmental changes such as changing regulations, changes in 
customer demands and rivalry from competitors. To achieve conclusions that are 
applicable in different construction contexts it would be interesting in studying saw milling 
companies operating on the Swedish market, the European market and the North 
American market.  

European 
Construction process 

North American 
Construction process 

Swedish 
Construction process 

Global generic 
Construction process 

Raw material 
Building systems 

suppliers 

Technological 
innovations 

- Internal resources 

Competitors 

Regulations 

Figure 7-4: Variables enhancing and prohibiting the long-term development of an industrialized 
housing concept in relation to different geographies 
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Appendix 1: Interviewees 

Case companies 
Derome AB Bernt-Göran Andersson, MD Derome AB, 2005-03-21 

 Per Andersson, MD Derome Såg, telephone 2005-05-04 

Martinson Group AB Lars Martinson, MD Martinson Group AB, 2005-04-20 

 Lennart Edlund, Marketing manager Gluelam, 2005-04-20 

 Per Lundquist, Sales, Solid wood boards, telephone 2005-04-28  

Moelven Mikael Axelsson, MD Moelven Wood, 2005-04-15 

 Lars Atterfors, MD Moelven Byggmodul, 2005-04-15 

 Johan Padel, MD Moelven Timber (Sweden), telephone 2005-
05-04 

SCA Timber AB Ulf Larsson, MD SCA Timber, 2005-05-31 

 Anders Ek, Marketing manager SCA Timber, 2005-05-31 

 Markus Henningsson, Product manager Tunadal, 2005-04-28 

Setra Group Anders Nilsson, former MD, 2005-05-11 

 Mikael Eliasson, Marketing manager, 2005-04-05  

 Mats Grindestam, Sales Scandinavia, telephone 2005-05-18 

Stora Enso Timber 
AB

Jörgen Hermansson, Business line joinery, 2005-05-13 

Södra Timber AB Torbjörn Björstrand, former MD Södra Wood Products, 2005-
03-09 

 Magnus Petersson, Product manager Mönsterås, 2005-03-08 

Vida AB Christer Johansson, owner and former MD, 2005-05-20 

Other
Sveriges Bygg- och 
Järnhandlares 
Riksförbund 

Björn Rådström, MD, telephone 2005-06-07 
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Appendix 2: Interview guide 

Allmän beskrivning av företaget– historisk och nuläge (1995-2004) 
Beskriv kortfattat företagsstrukturen? Vilken förändring har skett? 

Hur ser ägarbilden ut? Förändring över tiden? 

Vilken är er verksamhetsinriktning, ert huvudfokus?  

Vilka är kärnkompetenserna – de unika kunskaperna? 

Råvara – anskaffningsmetod, leverantörer, kvalitet 
Beskriv hur ni anskaffar råvaran? Vad är styrande?  

Hur mycket påverkar råvaran slutproduktens beskaffenhet och möjlighet till avsättning? 
Vem ansvarar för att denna koppling beaktas? 

Hur integreras råvaruavdelningen i de övriga delarna? Vem ansvarar för denna integration? 

Hur många leverantörer har ni? Vilken långsiktig kontakt har ni med dem?  

Produktion och produkter - historisk och nuläge (1995-2004) 
Beskriv kortfattat produktionslayouten? Hur skiljer sig denna från andra företag? 

Beskriv översiktligt vilka produkter som produceras? Har inriktningen förändrats över 
tiden? Om Ja, varför och hur ofta? 

Ungefärlig volym eller andel av producerade produkter? 

Specifikt för sågverken: 

Vilka möjligheter till vidarebearbetning finns?  

Vilka möjligheter till vidareförädling finns?  

Vilka är de senaste investeringarna?

Vad har varit fokus för investeringarna; (möjligen ge förslag) 

Marknader - historisk och nuläge (1995-2004) 
Vilka är de huvudsakliga geografiska marknaderna?

Vilka är de huvudsakliga marknadssegmenten?

Vad har påverkat valet av dessa inriktningar? 

Har ni en stark marknadsposition inom ert fokuserade område?  

Finns det tillväxtpotential för er på marknaden? 
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Bryter ni ny mark, är ni föregångare t.ex. med nya applikationer, tjänster, nya 
försäljningskanaler eller distributionssätt? 

Sätter ni marknadsstandards, är ni trendsättare på någon marknad?  

Hur agerar ni för att minimera imitationsrisken och minska på konkurrensen? 

Vilka är era konkurrenter? Varför? Har det förändrats över tiden?  

Kunder och produkter 
Hur stor andel av försäljningen sker direkt till användande kund? Förändring över tiden? 
Orsak till förändring?  

Beskriv hur produktutveckling går till?  

Utvecklas standardprodukter i nära samarbete med krävande kunder? (Definiera krävande 
kunder) 

Distribution 
Beskriv distributionsstrukturen för företaget?  

Är ni beroende av ett fåtal kunder och /eller distributörer? 

Klarar distributionsstrukturen (försäljning och logistik) av flerdubblade volymer? Var finns 
flaskhalsarna? 

Har ni kontroll över distributionskanalerna på er huvudmarkand t.ex. direktförsäljning, 
dotterbolag, franchise etc. 

Organisation
Beskriv hur företaget är organiserat? Har det skett någon förändring? Vad påverkade 
förändringen?  

Vilka uppgifter görs i samarbete över gränserna i organisationen? 

Vilka värderingar är de grundläggande värderingarna, spelreglerna som faktiskt styr internt i 
organisationen? (Ge exempel: Snabbhet premieras, kundfokus, medlemsfokus, 
noggrannhet, innovationskraft….) 

Vilka är de övergripande målen för hela företaget för den närmaste tiden? Vilka styrs av 
dessa mål? 
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Appendix 3. Structure and developments in 
the solid wood value chain 
The saw milling industry operates in the solid wood value chain, and is the primary producer of the 
forest raw material. The value chain has for a long time been fairly static with well-defined areas for 
the individual actor groups. Lately, with increased availability of information, technology development 
and improved distribution channels, actors are increasingly interacting and former sectors are splitting 
up.

The chapter presents the structure and developments in the solid wood value chain, including actors’ 
development along the chain with special emphasis on effects on the saw milling industry. The 
description is based on reports, studies and research which have focused on these sectors and actors, and 
my own understanding of the phenomenon.

Background 
Over the past 30 years a number of reports, studies and research articles have focused on 
the saw milling industry and its ability to improve profitability. Many of these reports have 
advocated a need for further processing of the historically bulk oriented production in the 
saw milling industry and thus a move downstream with increased interaction with actors 
in the value chain (cf. SIND, 1980; Nutek, 1992; Vinnova, 2002). These reports have in 
many cases had a starting point in presenting the market for sawn timber and further 
processed products on the export markets (SIND, 1980; Lönner, 1985; SIND, 1987; 
Nutek, 1992; Vinnova, 2001a; Cei-Bois, 2004; Näringsdepartementet, 2004). The reports 
and studies have emphasized the need for the industry to identify its structural resources in 
order to establish and enhance core competences and capabilities to achieve a sustainable 
competitive advantage to improve profitability e.g. by increasing integration upstream and 
downstream. Due to the size of the Swedish saw mill in comparison with the Swedish 
market for sawn timber and in comparison with the size of actors downstream the value 
chain, it has been argued that the saw milling industry itself has been in the driving seat for 
this change (SIND, 1980; Lönner, 1985). With the large number of saw milling 
companies with different historical backgrounds and resources generating a vast number of 
different business ideas and strategies, there has likewise been a magnitude of ideas of how 
to implement recommendations from the reports.  

The following description of the actors in the Swedish solid wood value chain is 
conducted using results and conclusions from a large number of official reports and studies, 
of which the researcher has been part of some of them. The ones used in this study are: 

Mer trä i byggandet Ds2004:1 (Näringsdepartementet, 2004) - The purpose of this report 
was to create a strategy and support it within both the governmental body and the 
involved industries, i.e.,, the forest products industry and construction industry, to 
enhance the usage of wood based products in the construction industry. The report 
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investigates the driving forces for the present status of wood based products in the 
construction industry and presents an action programme to meet the established vision. 

Basanalys Innovationssystemet Trämanufaktur (Vinnova, 2004) – The research financing 
authority VINNOVA conducted a study at the same period of time as the above presented 
report. The aim of the study was to develop an understanding of the innovation system 
Wood manufacturing industry and its ability of becoming a true innovation system.  

European Roadmap 2010 (Cei-Bois, 2004) – The European Wood Mechanical Industries 
organisation, Cei-Bois, conducted a study aiming at increasing the usage of wood based 
products in the European markets. The study resulted in a strategy including an action 
programme involving both individual companies and national organisations to enhance the 
usage of wood based products up to 2010.  

Trämekanisk Framsyn (Vinnova, 2002) – The report, conducted by an independent 
Swedish forest organisation, aimed at describing driving forces affecting the Swedish wood 
mechanical industry and resulted in a number of actions that the industry needed to take in 
order to stay competitive.  

Global Drivers and Megatrends in the Wood Products Industry up to the year 2010 (Vinnova, 
2001a) – The report included driving forces that had affected the wood mechanical 
industry into the present status. A thorough description of the evolution of the various 
actors in the value chain from forest to end-consumer on a global level was included.  

Svensk sågverksindustri inför 2000-talet (Nutek, 1992) – The study presented factors affecting 
the Swedish wood mechanical industry from a historical perspective and presented a 
number of forces that would affect the future development of the industry.  

Vidareförädling inom svensk sågverksindustri – Hot och möjligheter (SIND, 1980) – The report 
conducted by a governmental body presented the present status of the Swedish saw milling 
industry in terms of type of products produced, future requirements from its customers 
and an action programme of how to utilize the possibilities.  

Industrialized housing is an important concept for this study. Therefore, the presentation 
of the construction industry from official reports is supplemented of a review of scientific 
research establishing the concept of industrialized housing.  

The solid wood value chain – a tentative overview 
The Swedish saw milling industry operates in a value chain starting from forestry and ends 
at the final consumer being either a private person or professional consumer. Wood being 
the interacting material, the chain is named solid wood value chain, in comparison with 
the value chain leading to the pulp and paper industry, hence the wood chemical value 
chain or the bio fuel industry in the bio energy chain (Nutek, 1992; Vinnova, 2002). The 
Swedish solid wood value chain comprises several actors with different roles and positions 
based on how the individual actors interpret and implement activities enhancing their 
competitive advantage in the value chain (figure A-1).  
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1.  
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5. 
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Figure A-1: Initial view of the Swedish solid wood value chain 

The first actor group in the value chain is the forest owner, depicted as Forest. The 
Swedish forest owner group consists of private persons as well as large private companies 
and state-, and institution-owned companies.  

Downstream, the second group is the saw milling industry. This group is made up of three 
ownership categories of saw milling companies; private, forest owners associations’ and 
forest companies’ saw mills (Navrén et al., 2002).  

The third group is made up of further processing companies refining the sawn timber to 
customer needs and wholesalers stocking and distributing sawn timber products for further 
users.

The fourth group consists of all companies using sawn timber to manufacture a finished 
wood based product e.g. doors, windows, staircase, and furniture manufacturers. This 
group is commonly named industrial end-users (SIND, 1980; Nutek, 1992; Vinnova, 
2001a). Also, there are those companies producing a semi-finished product like gluelam 
beams, building components, construction joinery and but also companies producing a 
finished product, a timber framed house.  

The fifth actor group, distributors, is made up of three sub-groups. Retailers (not included 
in the presentation due to its little involvement in construction) selling to the private of 
professional consumer are exemplified by IKEA as a furniture retailer or retailer 
specialising on any type of product e.g. flooring, windows and doors etc. DIY (Do-It-
Yourself) chains, offering a large number of products for home improvement and 
refurbishment mainly for the private consumer as a one-stop-shop solution, are fairly new 
actors on the Swedish market (Nutek, 1992; Fransson, 2004). Examples of chains are the 
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German company Bauhaus, the Finnish K-Rauta or the Swedish cooperation Coop 
Forum. The third sub-group are the Timber and Builder’s merchants (in Swedish – Brädgård, 
Byggmaterialhandel) offering a total solution for the professional end-users but increasingly 
also to the private consumer. Local and independent merchants are increasingly organised 
in national and international organisations e.g. Interpares (Fransson, 2004). 

The sixth actor group includes the end-users, i.e., private and professional consumers 
consuming products stemming from the solid wood value chain. The focus will be on the 
professional consumers, as these are the ones primarily interacting with the saw milling 
industry, even if the private consumers are important driving fashion changes.  

A final actor group are the agents. Agents are found in various sections of the value chain 
and act as facilitators or relation exchangers between a supplier and a customer. 
Historically, this group has had a strong position in the chain especially on the export 
markets for sawn timber, but their role is somewhat diminishing (SIND, 1980; Ågren, 
1987; Vinnova, 2001a). 

The presented figure A-1 is of course tentative and gives only an overview of the flow of 
products and information between the different actors, the reality is more complex. New 
technology, development of IT for improved information transfer, infrastructure 
improving the physical distribution, substitutes in the form of new material and thus 
products but also new production processes improving the present products performance, 
new competitors are examples of both internal and external factors affecting the structure 
and development of the solid wood value chain and of how the individual actors formalize 
their strategies creating a sustainable competitive advantage. Following this reasoning it is 
important for anyone acting in the solid wood value chain to have information of the 
historical development and what can be expected in the near future. The description of 
the actor groups is in the format of a definition of the actor and a summary including the 
development of market size in terms of value and consumed volume of sawn timber, the 
development of the industry structure and demands on a supplier/distributor of sawn 
timber. Following a market oriented perspective, the presentation will start at the end-
consumer and move upstream ending in the forest!  

Special emphasis will be to indicate the possible importance of innovation and product 
development towards the construction industry and especially the house-building industry 
that have taken place in the value chain. The reason for this interest is the national 
Building Code as of January 1st 1995 (BBR) emphasising functional performance 
characteristics of construction works, thus opening up the market for wood products for 
multi-storey housing and how this has affected the development of the saw milling 
industry and the solid wood value chain.  
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Development of the professional consumer sector.  

Definition and background 
The professional consumer market is made up of construction companies, small, medium 
and large, developing and constructing real estates with wood being a part of the 
construction. The construction companies are part of and meets the solid wood value 
chain as the end-consumer of wood based materials and affects the value chain placing 
demands on products in terms of properties but more so of logistics. These actors are 
primarily part of the construction process (cf. Winch, 2003; Nordstrand, 2000) as the ones 
building the constructional work e.g. a single family house, a multi-family house, an office 
building, a bridge or a road. The products manufactured in the construction process 
(figure A-2), as all other products, goes through a number of phases. The construction 
phases have by many been argued to be more difficult compared with other industry 
processes.  

Concept Design Planning 
and 
control 

Manufacture Assembly 

Concept: definition of products meeting market needs 

Design: engineering and detailing of product 

Planning and control: the process of manufacture needs to be planned and then 
controlled against the plan 

Manufacture: transformation of raw material into components and subassemblies to 
their final form 

Assembly: the components are assembled to create the finished product 

Figure A-2: Outline of construction process, (Winch, 2003) 

In housing, the traditional sequence has been that a land-owner develops a housing 
concept using architects and construction engineers in the concept and design phases 
(figure 10). After tending and bidding, a contractor has procured materials and sub-
contractors before the house is being assembled on-site. The most common project forms 
in Sweden are general and Design & Build (D&B) contract (cf. Janols, 2005). 
Traditionally, the solid wood value chain interacts in the procurement and construction 
phase of the building process.  

The procurement and construction of a building involves the coordination of different 
supply chains. A building is made up of thousands of different building products which can 
be grouped into five building material groups: structural materials e.g. steel, concrete, wood 
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or brick construction systems, structural complementing materials such as insulation, panels and 
window panes, interior decoration materials e.g. mouldings, interior panelling, flooring and 
tapestry, installation material such as sanitary goods, kitchen ware, water and sewer and drain 
pipes, electrical installation, heating and ventilation materials and finally consumables such as 
paint, glue, screws, plaster etc. All these products come from different supply chains and 
should be procured before the start of the construction. In a general contract project form 
the decision of what material to be used for the structure is often prescribed in the design 
development phase by architects and engineers in cooperation with the client, whereas in a 
D&B the contractor often has the decision-making. In the construction phase, the 
distribution of building materials, including wood based products, is then normally on a 
needs basis , , i.e.,, when a constructional work is to be performed tending and purchasing 
of materials are initiated. The result is then the finished house, often being unique. The 
uniqueness relates to the complexity in the process, in terms of: involvement of a large 
number of actors, specific individual activities and operations in each phase, the pre-
conditions of each site, the heterogeneity of demands from customers, and that 
constructions have to adhere to policies and regulations imposed by governmental bodies 
(cf. Winch, 2003; Bertelsen, 2003; Bergström, 2004). The complexity in the construction 
process has traditionally resulted in a kind of relay race where each activity is optimized 
and then passed on to the next activity to perform its task. With little coordination 
between the different actors, the construction process can be described as project oriented 
with emphasis on a crafts-based, on-site production (Olsson, 2000; Bergström, 2004). Due 
to housing construction’s project-oriented and prototype character, temporary production 
systems and supply chains are utilized, leading to low productivity development and 
inadequate approaches to control the construction supply chain (Vrijhoef and Koskela, 
2000).  

Industrialization in the housing construction as a mean to improve the construction 
process emerged during the first half of the 20th century applying mass production from the 
manufacturing industry (Winch, 2003). Influenced by the systems building, standardization 
of products (a pre-condition for prefabrication), prefabrication, and new methods to 
control quality and production (Gann, 1996), and supply chain management (London and 
Kenley, 2001; Naim and Barlow, 2003) is seen as important elements in this development. 
However, this approach did not result in increased overall productivity at that time.  

Lean thinking and lean construction 
Lean thinking developed in the Japanese automobile industry (Womack et al., 1990). 
From the IT based production control innovations in manufacturing processing (Crowley, 
1998) this was developed further. The primary goal of the lean thinking concept is the 
elimination of waste and creation of value (Green, 1999). It concentrates on the two main 
conversion activities: design (information process) and construction (material process) 
(Crowley, 1998).  

In construction the information conversion process may be related to design development 
while the material conversion process is associated with production (figure A-3).  
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Figure A-3: In construction, the lean concept is the management of the conversion process 
(Björnfot and Stehn, 2004) 

Lean construction (cf. Ballard et al., 2001; Bertelsen and Koskela, 2002; Koskela, 2003) is a 
methodology to streamline the construction process, realizing product requirements during 
design, development and assembly. By applying lean construction the whole construction 
process is affected with a need to integrate the activities of each actor and between each 
actor in order to maximize value and minimize waste. This has a direct implication for the 
production and delivery activities of suppliers. The level of modularity is thus important in a 
lean construction concept.  

Modularity 
Modularity in construction has frequently been viewed as the use of simple building blocks 
(Rampersad, 1996), or volumetric pre-assemblies (Murtaza et al., 1993; Dawood, 1996). 
An important aspect of applying a modular approach to construction is the potential for 
efficient flexibility and responsive manufacturing through flexibility/agility (Marshall et al., 
1999), and reduced process complexity (Marshall et al., 1999). In construction, with the 
high degree of heterogeneity of inputs and demands, and the large number of actors 
involved, the implementation of the modularity concept should be a solution for increased 
industrialization.  

Based on the argumentation that lean construction advocates, but does not necessarily 
promote, modularity, while product modularity does promote a lean construction process, 
Björnfot and Stehn (2004) argues that the timber construction industry, including actors in 
the solid wood value chain, should emit a bottom-up view where the design of the 
product (the house) guides the production processes.  

In Sweden, there is a clear difference between single-family and multi-family housing 
construction in terms of level of industrialization. In single-family housing construction 
the share of standardized, pre-fabricated elements is high. Standardization of processes and 
products can improve the housing construction process however this would require early 
involvement of the suppliers of elements as shown in a study on prefabricated timber 
housing (Höök and Stehn, 2004). 

Market size 
The Swedish housing construction market has fluctuated a lot during the past 40 – 50 
years (Byggindustrierna, 2004). Factors affecting these annual fluctuations in construction 
activities are for example the overall development of a nation’s economic development, 
political decisions leading to changes in rules and regulations and the development of the 
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Information conversion

Production process
Material conversion

Finished 
building 

Work
Resources 
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population structure (Byggindustrierna, 2004). The Swedish housing construction market 
experienced a boom during the period 1965 – 1975 thanks to the “Million Programme”, 
with the aim of depleting the housing deficiency by building one million apartments 
during a ten year period (SOU, 2002). To be able to produce that number in such a short 
time, the construction process developed into an industrialized process , , i.e.,, a 
modularization of the process from the architect to construction engineer to contractor 
and to sub-contractor (Vinnova, 2001b; Bergström, 2004). The production of apartments 
was both in multi-family houses and in single-family houses. Due to the fact that sawn 
timber was prohibited as load-bearing material in constructions higher than two stories 
(Boverket3), concrete and steel were used resulting in further development of those 
materials and an improved competitiveness towards sawn timber (Näringsdepartementet, 
2004; Vinnova, 2004). The development of using concrete and steel in construction was 
mainly for larger buildings (> 2 stories) and the technical development resulted in for 
example prefabricated concrete elements and large steel structures.  

The development in using sawn timber in construction instead took place in the single-
family housing market. Sawn timber had been used extensively in the single family 
housing and saw a further growth during the 1970’s with the highest rates at the end of 
the decade (SCB4). The demand on single-family houses resulted in a further development 
of an industrialised production using prefabricated timber components assembled in-house 
with good working conditions and without having to worry about changing weather 
conditions producing standardised houses (so called catalogue houses) for the private 
consumer market. The timber framed housing (TFH) industry was the one that developed 
this production process into a dominant design (Utterback and Abernathy, 1975) and as 
“first-movers” has since had a dominant position on the single family housing market. 
Following this production improvement, single-family houses using sawn timber as 
structural members soon became more cost-efficient than similar houses produced of 
concrete or steel (Näringsdepartementet, 2004).  

Up until the beginning of the 1990’s the construction market had in one way or the other 
been affected by political decisions, either directly (Million Program) or indirectly 
(construction financing). In 1993, a new system for housing financing was decided upon, 
with much lower subsidies than previously. The purpose was to lower the subsidies to 
housing financing from the State, to make the living/housing more interest sensitive, to 
deregulate and simplify the code of regulations concerning the support from the State 
regarding construction activities and to increase focus on production costs in construction 
(Boverket, 2003). The result of this decision in combination with a lower economic 
activity in general in Sweden and a lower occupation rate in the construction industry 
came immediately (SOU, 2002). The housing construction rate during the 1990’s has 
never been this low before (figure A-4). 

3 Boverkets Byggregler, Boverket 1995. 
4 Byggandet i Sverige. I Statistisk årsbok, SCB 2004
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Figure A-4: Annually finished apartments between 1960 to 2003, (SCB, 2004) 

The total number of apartments in Sweden is approximately 4.5 million and with a 
recommended life cycle of 100 years the annual new housing production should be in the 
area of 45 000 units per year. With the decline in new housing construction during the 
1990’s Renovation and Remodelling (R&R) activities have increased as a mean to 
improve the quality standard of the apartment stock (Byggindustrierna, 2004). The 
National Board of Housing, Building and Planning (Boverket) presented a study on the 
need for R&R activities of the apartment stock in general and the apartments from the so 
called Million programme in particular in 2004. The agency concluded that the present 
number of apartments undergoing any type of R&R of about 20 000 units have to 
increase to at least 65 000 units per annum not interfering with the standard of living that 
is recommended by the agency (Boverket, 2003).  

The usage of wood based products from this actor group for new construction as well as 
R&R is both of structural and appearance purpose. Examples of structural products are 
truss systems, studs for interior walls, load-bearing member like gluelam beams or the 
recent product LVL (Laminated Veneer Lumber). Appearance products are windows, 
doors, flooring but also interior panelling, mouldings etc.  

The total size of the market for sawn timber entering the professional consumer market is 
difficult to estimate. The reason for this is that the different actors in the solid wood value 
chain supply different products with different qualities and with different share of sawn 
timber and thus use different units. The construction companies demand a certain number 
of windows or studs, the industrial end-users (windows, doors etc.) purchase a specific 
number of components but also a volume of sawn timber for further processing whereas 
the saw milling industry basically only uses cubic meters. For this reason it is difficult to 
estimate the total size of sawn timber consumption by the professional actor group. A 
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newly published report “Building Europe Material” by the Nordic Timber Council 
included an estimation of the usage of sawn timber in a new build multi-family housing 
project to somewhere between 1-3 cubic meters per apartment of structural wood 
products and about the same volume of appearance wood products. Over the years, a rule 
of thumb has been that approximately 70 % of the total Swedish sawn timber consumption 
is in one way or the other used for construction purposes. This figure includes structural 
products and appearance products and new construction as well as R&R activities.  

Industry structure 
Housing construction can be categorized as a local business, performed by local contractors 
meeting the demands of the local community. Following the increased urbanisation the 
construction industry has gradually become regional, national and in some cases 
international. This process has eventually created a structure with a few large actors and a 
large number of small contractors (Byggindustrierna, 2004).  

The development in construction during the 1960’s, when the construction rates doubled 
compared with previous decade, resulted in an increased number of companies, of 
companies that built knowledge and competence in using cement and concrete, and using 
prefabricated construction elements. As the Swedish construction market turned down in 
the mid-1970, their competence opened the international markets with further growth as 
a result. Following the low housing construction rates during the 1990’s, the number of 
construction companies decreased and especially the medium sized companies disappeared 
(Byggindustrierna, 2004). The result has been a few large construction companies, which 
have developed from material producers, to contractors and eventually to developers, i.e., 
purchase of land, planning and production of houses and sometimes also management of 
the house (Vinnova, 2001a, SOU, 2002). These larger companies are gradually moving 
away from activities early in the construction value chain e.g. production of construction 
material and the actual production of the building. Instead, these activities are sourced 
from smaller sub-contractors with good local market knowledge. High interest rates in the 
mid 1990’s coupled with lower state subsidies resulted in a need for strong financing to be 
able to engage in a construction project. The result has been a much consolidated industry 
structure where for example 80-90 % of all large housing construction projects (>100 
apartments) in the beginning of the 21st century were performed by the four largest 
construction companies (SOU, 2002).  

The structure of the timber framed housing industry has followed the development of the 
market for its products. Starting from a local market, many of the companies became 
regional and also national following the increased demand on single family houses during 
the 1960’s and 1970’s and with a larger market, were able to develop its production 
process and eventually the offer (Vinnova, 2004; Näringsdepartementet, 2004). The 
concept of developing standardised houses, using prefabricated components and modules 
produced in-house and delivered to the construction site, resulted in a stronger grip on the 
single-family housing market in Sweden (Näringsdepartementet, 2004). Following the 
dramatic decline in construction activities in the beginning of 1990’s resulting in that a 
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large number of the companies went into bankruptcy and presently there are about 70 
companies with the nine largest accounting for 60 % of the total turnover (TMF, 2003). 
Compared with the construction industry in general the single-family housing companies 
are much smaller in terms of turnover e.g. the largest single-family housing company had a 
turnover of about 1 billion SEK in 2004 whereas Skanska reported a turnover of 25.6 
billion SEK on the Swedish market the same year.  

Demands on a supplier of sawn timber products 
The historic and present form of production management in construction is derived from 
the same activity centred approach found in mass production and project management 
(Howell, 1999). The aim is to optimize the project activity by activity, thus breaking the 
project into pieces, allocating time and resources to each activity, and assigning 
responsibility for each activity to meet the overall time table and budget. In a multi-family 
housing construction project, sawn timber is used for various functions and in various 
degrees of developed products. Examples are as framing material for the foundation, as a 
structural material for infill walls and interior walls either as a finished system delivered on 
site or as pre-cut studs assembled on site, as a structural material for the roof structure both 
as a finished roof trusses and as the under-layer of the roof. Furthermore, sawn timber is 
used as appearance material such as exterior panelling, as interior mouldings or flooring 
etc. For each of the functions the requirements differ but with a common demand 
regarding logistics – the products should be at hand when the activity in the construction 
process is to be performed.  

Following the downturn in the construction activities during the 1990’s and a general 
discussion in the society of cost-efficient production has resulted in an increased focus on 
production cost within the construction industry. Since the production of a building is a 
number of sequential activities, distribution and logistics have become even more 
important both on-site and off-site (SOU, 2002). The construction industry is increasingly 
looking into lean and agile production from other industries transferring this into lean 
construction. Under a lean construction concept, the demand on a supplier to supply the 
exact number of pieces, of the right quality, on the right time and at the right place will 
increase (Vinnova, 2001a; Vinnova, 2002; Vinnova 2004). Additionally, the demand on 
further processed products such as roof trusses, wall elements and truss-systems has 
increased as a mean to improve production efficiency on-site reducing cost and improve 
quality of the finished product (SOU, 2003; Vinnova, 2004). 

In a multi-family housing project, there is normally no individual activity in the 
production process where sawn timber is a dependable product, i.e., the continuation of 
the project depends solely of the product. Also, a basic sawn timber product such as a stud 
is easily adjustable and the total cost for sawn timber products of the total project cost is 
low indicating a larger importance of having a piece of sawn timber than the piece of sawn 
timber. Furthermore, the volume of or number of pieces of sawn timber in each project is 
fairly low and in combination with the low annual construction activity results in a need 
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of having a stocking and refining point between the saw mill and the construction 
company, which presently is occupied by the Builder’s merchants.  

For the structural applications there are specific dimension and length requirements 
(SIND, 1980; Nutek, 1992) which have been the same for a long time. Appearance 
products are to a higher extent based on fashion but are commonly produced from 
standard dimensions (Nutek, 1992).  

Summary – Professional consumers 
The market size for new housing construction has declined from an all-time-high 
of 110 000 units in 1970 to an all-time-low of 12 000 units in 1998, but with 
R&R increasing. 

The industry structure has seen a polarisation into a few large international 
companies becoming developers rather than producers and a large number of small 
companies acting as sub-contractors and focusing on the R&R market. The 
single-family housing industry has developed into industrialized producers of 
standardised houses based on timber as structural component. 

For a supplier of sawn timber to the construction industry, following the increased 
focus on cost, the demands on development of systems e.g. roof trusses, wall 
elements and truss systems but also a wide range of different products from fewer 
suppliers have increased. Furthermore, the importance of distribution and 
logistical services are emphasised.  

The total volume of sawn timber products including standard wood products e.g. 
studs and further processed products such as roof trusses consumed by the 
construction industry including timber frame housing manufacturers is in the area 
of 1 – 1.5 million m3 per annum. Including joinery products used for new 
building as well as R&R e.g. windows, doors, flooring, interior panelling a further 
0.5 – 0.8 million m3 is consumed.  

An industrialized housing concept with a lean construction and modularity 
approach places specific requirements on suppliers. With a high share of off-site 
production as a mean to reduce waste and shorten production time, timely 
deliveries of standardized products is a minimum requirement. Furthermore, 
demands on more active involvement with a larger responsibility in product 
development, more complex products with a high modularity comes in an 
industrialized housing concept.  
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Timber and Builder’s merchants 

Definition and background 
Traditional suppliers of wood based products to the construction industry are Timber and 
Builder’s merchants. A Timber merchant can be defined as a merchant sourcing, stocking, 
handling, remanufacturing and distributing wood based products mainly for the local 
professional consumer. Traditionally, these merchants started as a saw mill and started to 
sell sawn timber products to the local market. The competitive advantage of these 
companies has been in their competence of wood as a material and their ability to supply a 
wide range of wood based products for the consumer.  

A Builder’s merchant is a coordinator and distributor of construction material for private 
consumers, local, regional and sometimes national construction companies. In this group 
of merchants are small independent merchants operating on the local market, local or 
regional merchants organised in national purchasing and marketing organisations and larger 
merchants incorporated in larger national or international groups of companies. The latter 
group includes also some of the DIY-chains that has established in Sweden over the past 
ten years. The DIY-chains and their development will be discussed in the following sub-
chapter.  

Besides Timber and Builder’s merchants distributing wood based products and also other 
products, there are a number of wholesalers distributing other specific construction 
materials such as concrete and steel components, “white-ware”, heat and ventilation 
products, sanitary goods to the construction industry are not included in this study. 
According to the organization “Byggmaterialindustrin”, organising companies producing, 
importing and exporting construction material, the total turnover of these companies was 
in 2004 115 billion SEK with 50 billion SEK on the export markets.  

Market size and development 
The total Swedish construction material market (excluding infrastructure construction) is 
estimated to 75 billion SEK in 2000 (Konkurrensverket, 2001), where the Builder’s 
merchant industry segment is one actor in the distribution from manufacturer to the 
professional and private construction market. Fransson (2004) conducting a study of the 
Builder’s merchant market estimated the market to 25-30 billion SEK in 2003 based on 
the share of the largest Builder’s merchant chains but concluded that the market may be 
larger. According to the Sveriges Bygg- och Järnvaruhandlares Riksförbund organising 
Builder’s merchants the total market in 2004 was 36 billion SEK with an additional 10 
billion bypassing the merchants going directly to national Builder’s but also the Timber 
framed housing producers. The development of the total market size has been fairly stable 
for the past 30 years but with different development of new construction and R&R, 
where the former has seen a decline and the latter an increase (SOU, 2002).  

The share of sawn timber products (excluding wood based products like windows, doors, 
flooring etc) of the total value distributed by the Timber and Builder’s merchant is 
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furthermore estimated to approximately 30 % or 9 – 10 billion SEK in 2003 (Fransson, 
2004; Telephone interview Björn Rådström 2005-06-07). An interesting finding is that in 
1980, it was concluded that of the total distribution of construction material from the 
Timber and Builder’s merchant, sawn timber products accounted for 30 % (SIND, 1980), 
thus the share has been stable despite increasing competition from substitute products like 
steel and plastic.  

Industry structure 
The Timber and Builder’s merchant industry in Sweden is presently undergoing large 
structural changes. Large international Builder’s merchant group of companies are 
establishing in Sweden and the domestic industry is organising in larger chains optimising 
purchase and marketing efforts (Fransson, 2004). These structural changes are taking place 
in an industry that has been and still is fairly fragmented. During the 1960’s to the 1980’s 
when the construction activities were much higher and supported from the government 
(e.g. Miljonprogrammet) the market for construction materials were much less price 
sensitive and wholesalers and producers of construction materials controlled price- and 
product development and had thus a strong position on the market. This resulted in the 
fragmented Timber and Builder’s merchant industry which is now gradually changing. 
Arguments put forward for these changes are the structural development in the 
construction industry towards larger companies moving towards fewer and larger suppliers 
being able to distribute products nationally, the increased home improvement market 
where private consumers are conducting R&R activities and thus demands larger outlets 
with wider product ranges optimising time spent in the store (one-stop-shopping) (SOU, 
2002; Fransson, 2004). Furthermore, suppliers of wood based products are increasing in 
size and are looking for fewer customers purchasing larger volumes of their products. 
During the 1990’s there has been a gradual increase in the number of private local 
merchants joining any of the purchasing and marketing co-operations e.g. Interpares or 
Byggtrygg. As these co-operations grow in terms of volumes of products they represent, 
their negotiating power increases and their ability to place stricter demands on 
manufacturers and suppliers. Furthermore, since the Swedish market for construction 
materials have grown and the Builder’s merchant segment structure has been fragmented 
international groups of companies have established in Sweden from the mid 1990’s. These 
companies are setting up outlets for one-stop-shopping geared towards the private 
consumer market but also the professional markets and are mainly found in the regions 
with a large population (Vinnova, 2001a; Fransson, 2004). 

In a study at Växjö University (Gustavsson, 2003) concluded that the total number of 
retailers distributing sawn softwood timber was 381 and that 48 % of these were private 
retailers with no affiliation, 38 % were private retailers in purchasing co-operations and 14 
% industrial distributors of building materials. Gustavsson has used the member list of 
Sveriges Bygg- och Trävaruhandlares Riksförbund representing 90 % of the total number 
of retailers for softwood sawn timber. Retailers not included are; DIY chains, low-price 
chains and certain retailers that have chosen not to be members of the organisation.  
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Historically, wood based products were distributed mainly through the Timber merchants, 
starting as a saw mill and thus having a good knowledge of wood as a material, offered 
remanufacturing operations such as planing, cut-to-size, and operated on a local market 
with the local construction companies. Already during the 1970’s there was a trend away 
from Timber merchants towards the more full service Builder’s merchants (SIND, 1980; 
Nutek, 1992), which has since then increased further (Vinnova, 2001a; 2002).  

Demands on a supplier of sawn timber products 
The structural changes experienced in the merchant industry are affecting the demands on 
a supplier of building materials. As the Builder’s merchant’s position in the distribution 
channel is becoming stronger they are able to place stricter demands on their suppliers and 
for suppliers of sawn timber products previously distributing their products through the 
Timber merchants are now experiencing similar demands as other building materials.  

Historically, a Timber merchant had own further processing capacity and thus placed little 
demands on adaptations on sawn timber suppliers more than in terms of volume and 
approximate time when the products should be at hand. During the 1980’s when the 
structural changes in the merchant industry developed demands on a supplier of sawn 
timber should be able to: 

Deliver planed products since that is demanded by the construction industry and 
since the merchants are moving away from own further processing capacity 

Deliver a wider product range of sawn timber 

Preferably be able to supply other wood based products (plywood, particle board 
etc)

Increase distribution service e.g. a specific volume at a specific time and location 

These demands are presently becoming even stricter following the increased demands on 
new system solutions and new construction techniques being applied by the professional 
consumers , , i.e.,, construction companies. The Builder’s merchants have to reduce their 
costs and improve internal activities which will be transferred to the suppliers.  

Gustafsson (2003) has ranked the logistic service requirements on suppliers of softwood 
sawn timber to the retailers and presented a list where the must important criteria are: 
accurate product is delivered complete, orders are fulfilled completely, order cycle time is 
reliable, quick correction of mistakes and accurate and timely information. Furthermore, 
considering the logistic service concept in relation to product quality and price, the 
following ranking was established: Product quality, price and logistic service. This means 
that the retailing industry is more interested in a right price than having the product at 
hand. In contrast, Fransson (2004) argues that a supplier of sawn timber products must 
increasingly supply not only a physical product but also support the Builder’s merchant 
with technical, commercial, logistical and communicative abilities. Fransson exemplifies 
these abilities in such way that a supplier of sawn timber must be able to come up with 
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new products and product solutions in cooperation with the Builder’s merchant to 
improve competitiveness to other products and merchants, help Builder’s merchants with 
product information and training of the employees, to develop the productivity in 
producing further processed sawn timber products and product solutions to be able to 
compete with price.  

In the study by Fransson (2004) it was concluded that even if the Builder’s merchants 
would like to establish long-term agreements with suppliers to develop products and 
customer solutions they are likewise trying not becoming too dependent by any supplier. 
Moving in that direction Builder’s merchant can improve their control over the product 
range and in the same time have a well established cooperation with suppliers.  

Summary – Timber and Builder’s merchants 
The market for construction material is increasing after a reduction in the 
beginning of the 1990’s. 

It is the R&R market that is driving the expansion affecting the industry structure 
and the demands on a Builder’s merchant. These have to have a full assortment of 
different products, have to be knowledgeable to help customer making the right 
purchasing decision, opening hours suitable for both professional and private 
consumers.  

Increasing cost focus in the construction industry has resulted in a consolidation of 
the Builder’s merchants organizing in larger co-operations with improve 
negotiation power and also the introduction of international groups of companies. 
The effect is that these larger co-operations and companies are centralizing their 
purchasing steering towards fewer and larger suppliers delivering on a national 
basis. 

Demands on a supplier of sawn timber products are increasing in terms of a wider 
product range including for example sheet material, increasing demands on 
product system solutions suitable for the professional as well as the private 
consumers, distribution is becoming more important with timely deliveries to 
different outlets. 
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DIY-chains 

Definition and background 
The concept DIY (Do-It-Yourself) refers to the notion of home improvement by the 
private consumers and relates to remodelling and renovation of homes in contrast to new 
build often performed by professional construction companies. Presently it also refers to 
the concept of purchasing patterns by private consumers, i.e., one-stop-shopping and the 
establishment of companies geared to serve the private consumer with any product needed 
for improving the home. Historically, these activities were performed by specialised 
craftsmen purchasing products from specialised retailers e.g. flooring specialists purchasing 
from a flooring retailer or a plumber purchasing from a specialist store for plumbing.  

Today the definition of a DIY-chain or store is the wide offering of a large number of 
different but limited home improvement products. In a store up to 100 000 different 
products are found in areas like Bathroom, Furniture, Decorating, Window/Flooring, 
Building materials, Garden, Hardware/Houseware, Lighting/Electrical and Others, a high 
degree of customer service, opening hours suitable for the private consumer and often out-
of-town location. In Sweden this is a fairly recent phenomenon whereas in the USA it 
dates back at least 60 years and in Europe some 40 years.  

In this study DIY chains will be described only regarding their purchasing and sales of 
building material in general and sawn timber products in particular.  

Market size and development 
Being a recent phenomenon in Sweden, historical figures of the market size of the DIY 
chains are not applicable. The study in 1980 (SIND, 1980) states that the R&R market 
including DIY activities performed by the private person has increased with 45 % during 
the 1970’s but that the distribution of these products are from the Timber and Builder’s 
merchants.

Present data of the size of the DIY market is that of the total market for Builder’s 
merchants of 36 billion SEK approximately 16-17 billion goes to DIY activities in private 
homes (Björn Rådström Telephone interview 2005-06-07).  

Industry structure 
The establishment of DIY-chains is fairly recent in Sweden with the first store opening in 
1997 by Bauhaus. Prior to that, private persons performing home improvement activities 
were serviced by the Timber and Builder’s merchants and since the latter were improving 
in terms of a wider product range, more flexible opening hours and also with a an 
improved customer service in the stores.  

After the establishment of Bauhaus in 1997 other companies followed suit, K-Rauta, 
Coop Bygg och Trädgård. Today there are in total 61 stores defined as DIY-stores with 37 
Coop Bygg och Trädgård, 14 K-Rauta and 10 Bauhaus.  
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Demands on a supplier of sawn timber products  
The assortment of sawn timber products at a DIY store is much shallower compared with 
a Builder’s merchant. Instead these companies offer a full service in that a private 
consumer can also find other home improvement products and information of how to use 
the products, home delivery (Vinnova, 2001a; 2002; Fransson, 2004; Henningsson, 2005).  

The demands on a supplier of sawn timber products are much stricter compared with the 
Builder’s merchant’s demands. Sawn timber is a bulky product with a low price and a low 
share of the overall turnover of the DIY-store. In general a supplier must supply the right 
products, with the right quality at the right time and with the right price with a striking 
rate of close to 100 % (Henningsson, 2005). The “right price” notion also includes helping 
the customer with product development, i.e., coming up with new product solutions that 
are attracted by the end-customer, merchandising , i.e., filling the shelves, information and 
marketing material. In short, DIY chains offer a sales spot for the supplier of sawn timber 
and it is up to the supplier to see to that the sales margin is high and increasing benefiting 
the DIY chain (Henningsson, 2005).  

Similar arguments are put forward in the study “Trämekanisk Framsyn” (Vinnova, 2002) 
referring to the trend in the USA and Europe that the DIY-chains and Builder’s merchants 
are moving into each others focused customer groups , i.e., DIY increasingly sells to 
professional consumers and Builder’s merchants to private consumers. The result is that the 
larger actors in these two segments are increasingly looking for fewer and larger suppliers 
that can deliver a full range of wood based products e.g. sawn timber, wooden 
components, product systems, sheet materials, and that a supplier of wood based products 
will be benchmarked with suppliers of different product ranges. Specific demands 
mentioned are: Fewer products within each range with better quality and lower price, JIT 
deliveries, replenishment in the store, sales and marketing activities together with the 
customer.  

Summary – DIY-chains 
The establishment of DIY chains in Sweden is a recent phenomenon, where 
historically these services have been offered by Builder’s merchants and speciality 
retailers. The Swedish market for DIY building materials is estimated to 16-18 
billion SEK in 2004.  

By definition there are only a few DIY chains on the Swedish market having a 
number of stores localised close to large population areas.  

The DIY chains have very strict demands on logistics and appearance of the 
products on a supplier of sawn timber products.  
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Industrial end-users 

Definition 
Industrial end-users are actors in the solid wood value-chain manufacturing products with 
a high share of wood for the professional and private consumers (SIND, 1980; Vinnova, 
2001a). These actors are often operating on the domestic market.  

The presentation in this study will include end-users manufacturing constructional 
products: Building components manufacturers and Gluelam beam manufacturers and 
industrial end-users manufacturing appearance products: Window manufacturers, Door 
manufacturers, Staircase manufacturers, Flooring manufacturers. Additionally, an overview 
of other Industrial end-users including Furniture, Mouldings and Treated wood 
manufacturers along with Packaging manufacturers will conclude this section. 

Building components manufacturer 

Definition and background 
The distinction between these building components manufacturers and Timber frame 
housing (TFH) manufacturers is that the former are sub-suppliers of building components 
supplying the larger construction companies as well as TFH companies with own 
trademark products. The dominant product has been roof trusses, based on the fact that 
wood as a structural member in a multi-family building was prohibited up until 1995 but 
where wooden roof trusses were allowed. As of 1995 there has been a development 
towards wooden building systems but where saw mills and TFH companies have been the 
drivers. Other products from this group are beam systems, truss systems and cable canals. 

Market size and development 
The total market size of these companies was in 2001 approximately 500 million SEK 
(TMF, 2003) which is a slight increase from the mid 1990’s due to increased construction 
activities. In terms of volume the market size is estimated to approximately 140 000 m3 
(Näringsdepartementet, 2004).  

This actors group has, following the possibility for using wood as a structural material in 
larger buildings, the possibility of developing the market even further. In co-operation 
with their customers, i.e., construction companies and TFH manufacturers, they should 
have a possibility of developing new and efficient building systems in wood meeting 
demands of functionality, a rational construction and specific demands on fire, stability, 
acoustics and moisture and to produce these systems in-house under optimal working 
conditions.  

Industry structure 
The industry is fairly small scaled supplying the local and regional market with products. In 
2001 a total of 26 companies were included in this actors group (TMF, 2003) with the 
three largest having a turnover of between 50 100 million SEK accounting for 36 % of 
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total market. The development has been a slight consolidation to fewer and larger 
companies affected by the decline in construction activities in the beginning of the 1990’s 
(Vinnova, 2001a).  

The customer strategy of the companies in the group is in general towards few customers. 
On average 65 % of the turnover of the individual companies comes from 1-5 customers 
and 75 % from fewer than 15 customers (TMF, 2003). This is most likely due to the 
changing industry structure of the construction industry, where the larger companies such 
as Skanska, NCC, and Peab have a dominant position on the market for multi-family 
houses purchasing roof trusses whereas the smaller construction companies to a higher 
extent finish the trusses themselves on site.  

About one fourth of production is exported with other Nordic countries being dominant 
receivers. The fairly high share is interesting due to the fact that a roof truss is voluminous 
leading to a high distribution cost but most likely due to a high product quality and 
adaptability in conjunction with that the companies follow their customers to the different 
markets.  

Demands on a supplier of sawn timber products  
Many of the companies have started as saw milling companies adding a further processing 
of building components, which is still the fact for the largest producer in Sweden, Derome 
Träteknik.  

The demands on a supplier of saw timber are much related to product quality. The 
development has been from standard quality and dimension in lengths according to 
customer specifications where the building component manufacturer has conducted the 
further processing, to planed, stress graded and specific dimensions and lengths performed 
by the saw mill to optimise the further production at the component manufacturer’s site 
(SIND, 1980; TMF, 2003).  

Summary – Building components manufacturer 
Domestic oriented industry with a few large companies.  

Demands on sawn timber suppliers are mainly on product quality to optimise the 
further processing in-house.  

Following their position in the value chain and with a rational and efficient 
production these companies could strategically move into developing and 
producing wood based building systems for larger constructions.  

Glue-laminated beams manufacturer 

Definition and background 
A glue-laminated beam is a first generation Engineered Wood Product (EWP) with 
improved strength and stability properties compared with standard sawn timber due to the 
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lamellae effect making it suitable for structural purposes. Svensk Limträkontroll is the 
control agency for gluelam-beams and was established in 1967. The usage has been in 
single family houses as well as larger structures like storage halls, bridges swimming arenas 
etc. Following the change in the Building code as of 1995, the market for glue-lam beams 
today also includes multi-family houses. 

Market size and development 
The total Swedish market for glue-laminated beams has shown a slight increase for the past 
30 years from about 20 25 000 m3 in 1980 (SIND, 1980) to a present volume of 
approximately 40 000 m3 (Interview Martinson 2005-04-20). The total Swedish 
production, though, has shown a tremendous growth for the past 20 years, from about 
30 000 m3 to a present volume of about 140 000 m3 thanks to increased demand on the 
export markets. The growth comes as a result of producing and delivering a product with 
high quality and adaptability to customer requirements. The future development of the 
domestic market will most likely see an increase thanks to the possibility of using wood in 
larger constructions. On the international markets, new production capacity in the Nordic 
countries as well as in other European countries has been established which will intensify 
competition for the Swedish gluelam beams manufacturers (Cei-Bois, 2004; 
Näringsdepartementet, 2004).  

Gluelam beams are divided into straight and bent beams and further divided in size and 
appearance classes. By production volume straight beams are the most important.  

Straight beams are the standard product for a gluelam manufacturer focusing on optimising 
the production process to produce as cost-effective as possible and delivering to mainly 
Builder’s merchants with increased delivery service. Bent or speciality beams are produced 
on a one-time basis including technical expertise and often in co-operation with the end-
user. To improve competitiveness of gluelam beams to other materials, gluelam 
manufacturers have developed calculation programs for end-users when designing a 
structure.

Industry structure 
There are presently three companies in Sweden producing glue-laminated beams meeting 
the standards according to Svenskt Limträ AB. but on top of that there are a few other 
companies producing gluelam beams for specific export markets. The three large gluelam 
beams producers are presently part of larger saw milling companies but coming from 
different backgrounds. Since gluelam beams can be defined as a further processing product 
of sawn timber it is natural that this production is part of a saw milling company, offering a 
wide product range of wood based products for the construction industry.  

Demands on a supplier of sawn timber products  
The demands on sawn timber for the production of gluelam beams have followed the 
development in production techniques at the gluelam manufacturer. A standard straight 
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gluelam beam certified by Svensk Limträkontroll is made up of at least four lamellas with a 
thickness of 45 mm and with specific appearance requirements dependent on usage. 
Historically, standard quality (O/S – unsorted) spruce sawn timber, dried to under 15 % 
moisture content (MC) and in lengths of four to five meters were demanded (SIND, 
1980). Today, quality is determined by strength classes according to the T-class and 
lamellas (sawn timber) should be sharp-edged and have an MC of 15 % o lower. Planing is 
performed after the finger-jointing and before the gluing and pressing process.  

Summary – Glue-laminated beams manufacturer 
Total Swedish production is at least three times larger than domestic consumption, 
resulting in a very export-oriented industry.  

Three manufacturers are holding the grip on the market, all part of saw milling 
companies. 

Having a high technical and constructional knowledge of using wood for 
structural purposes, gluelam beams manufacturing is a good base for further 
development of wood based building systems for the larger construction market. 

Window manufacturers  

Definition and background 
A window is made up of a frame, a sash and the glass pane and is delivered finished to a 
construction company or to a merchant. Over the past 40 to 50 years the development has 
been from manufacturing and deliveries of windows without window pane and unpainted 
to a wide range of designed finished windows ready to install by the professional or private 
persons.  

Market size and development 
The market size on the Swedish window market follows the construction activities fairly 
constant. The increased new building activity during the 1960’s resulted in a market of 
close to 2.5 million units, with a decline to 1.5 million units in the mid 1980’s. After a 
peak in 1990 the market dropped to 1 million in 1995 where the market has been ever 
since (Sniri, 2000). The value of the market has followed a similar trend but from a lower 
level in the 1970’s due to a more simple product.  

Wood as framing material (frame and sash) has a dominant position with a slightly 
increasing trend for the combination wood-aluminium. PVC-windows have not been able 
to get a foot-hold on the Swedish market despite their success on many other European 
markets (Vinnova, 2001a). Dependent of end-use the type of window varies, where the 
single family market uses outgoing wooden windows and the multifamily ingoing 
aluminium covered windows. Following the market development of these two the 
manufacturing of windows has fluctuated. The recent trend is an increasing market for 
aluminium covered wooden windows for both the single- and multi family houses (TMF, 
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2003). The volume of wood in sawn timber equivalents in the window industry is 
approximately 80 000 m3, which is a decline from more than 120 000 m3 in 1980 (SIND, 
1980; Näringsdepartementet, 2004).  

Distribution of windows from manufacturers to the market has been from a fifty percent 
share directly to construction companies or TFH manufactures to a higher share 
distributed via the Builder’s merchant segment. In 1990 approximately 40 % went through 
Builder’s merchant, which in 2000 had increased to 65 % (Sniri, 2000). Furthermore, 
following the low new building activity in Sweden approximately 2/3 are for the R&R 
market. 

Industry structure 
The window manufacturing industry was made up of approximately 40 companies in 
2001, where a number of the smaller companies are producing other joinery products 
besides windows. The development in terms of number of companies has been fairly stable 
over the past 20 years despite a declining market thanks to a differentiated production 
philosophy of many of the smaller companies. There has been a reduction in employees 
though of about 60 % from 1990 to 2000 due to the declining market and increased 
automation with the largest companies experiencing the largest changes. The two largest 
companies account for close to 50 % of total turnover.  

The window industry is domestic oriented with only approximately 10 % on the export 
markets due to the difference in product standards and market demands mainly sound and 
heat insulation properties. Instead, there has been a trend for the past 10 years of moving 
production capacity outside Sweden to lower cost countries.  

Demands on a supplier to the window industry 
Wood is the dominant material for framing material on the Swedish window market 
accounting for more than 70 % with aluminium and PVC making up the remaining share. 
Pine in higher qualities, i.e., a high heartwood share and with few, small and live knots has 
been and is demanded by the industry and with increasing share of further processed sawn 
timber. Pine is more suitable than spruce due to better possibilities for impregnation. The 
development has been from standard dimensions and lengths to a higher share of finished 
components adapted for the further processing by the window manufacturer (SIND, 1980; 
Vinnova, 2001a), thus outsourcing the initial production step (Fransson, 2005). In 1980, 
the demands on further processed sawn timber (components ready to assemble) were 5 % 
which had grown to 25 % in 1998 (SIND, 1980; Vinnova, 2001a) and with an increasing 
share performed by the saw milling industry.  

With an increasing focus on cost in the construction industry, distribution is becoming 
more important which also affects a supplier of sawn timber to the window industry. As 
production is more order focused thus producing to order the result is an increased 
demand on timely deliveries in smaller volumes.  
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Summary – Window manufacturers 
The Swedish window market has declined in terms of units following the 
declining construction market. R&R activities have increased its share over new 
build activities. Total volume demanded is approximately 100 000 m3 of sawn 
timber equivalents. 

The industry is becoming more consolidated with the two largest producers 
accounting for more than 50 % of total production.  

Demands on sawn timber are moving from standard requirements to more 
adapted components reducing the initial production step by the manufacturer. 
Timely distribution is becoming more important. 

Door manufacturers 

Definition and background 
A door set is made up of the frame and the leaf and the design and composition of 
materials is dependent on final use, i.e., exterior door, interior door or safety exterior or 
interior door). Used materials are solid wood, various sheet materials, metal and various 
materials for cushion. The Swedish door market is historically a softwood sawn timber 
market whereas hardwoods are used extensively in other European markets.  

Market size and development 
The total market size of the Swedish door market was estimated to approximately 800 000 
units with a value of about 1 billion SEK in 2004. The Swedish production of doors was 
at the same time about 1.9 billion SEK thus an export share of about 50 % (TMF, 2003). 
In terms of units produced sheet material covered interior door is the largest product (40 
%) followed by sold interior and exterior. The historical development has, as for other 
construction related products, fluctuated following the construction activities. The 
downturn in new construction in the beginning of the 1990’s was partly offset by 
increasing demand from R&R but also with increasing focus on the export markets. On 
the export side, the Nordic countries with similar standards and product requirements 
have been in dominance but also the German market, especially the years around 1995 
when the German construction was high.  

The customers for door manufacturers are dominated by the Builder’s merchant segment 
accounting for 60 % of the total number of doors distributed on the Swedish market 
followed by direct sales to local and regional construction companies and TFH 
manufacturers (TMF, 2003).  

The future development in the door industry is towards the door as a fashion product 
emphasising the design of the door as well as offering other services such as installation and 
modification on site.  
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The total demand on sawn timber from the door manufacturing industry is approximately 
60 000 m3 with pine as the dominant species mainly for exterior and interior solid wood 
doors and spruce for the door leaf frame.  

Industry structure 
The development of the door manufacturing industry has to a larger extent compared with 
other joinery products industry been towards larger, efficient and specialised 
manufacturing units. The manufacturing units are specialised on different products e.g. 
interior sheet material covered doors or exterior solid wood doors improving the 
production process. There has also been a larger consolidation between companies on a 
Nordic country level following the similar product standards and market demands from 
these markets. The two largest companies are examples of these with production units in 
Sweden, Norway Denmark but also in the Baltic states. The two largest companies 
account for approximately 50 % of total production in Sweden and the ten largest for 70 
%.  

Demands on a supplier of wooden material 
The demands on sawn timber from the door manufacturers have been from standard 
dimensions, with specific moisture content to an increasing share of further processing 
such as specific lengths, qualities but also blanks and components adapted for the further 
processing at the door manufacturer (SIND, 1980; TMF, 2003). As the door industry has 
consolidated to fewer and larger companies operating on the Scandinavian market, the 
demands on volume and distribution has also increased. The larger companies are looking 
for fewer suppliers that can supply a larger volume of adapted sawn timber on a timely 
basis on a Scandinavian market to different production units TMF, 2003). The 
manufacturing process should be based on a smaller number of components that can be 
assembled to produce different customer adapted doors thus an increasing interest in 
having strong relations with suppliers in product development as well as the suppliers 
having relations in the distribution channel. 

Summary – Door manufacturers 
The Swedish production of doors is increasingly on the export markets (the 
Nordic countries). 

A development of the industry for the past 10 years towards a consolidated 
industry with the two largest companies being pan-Nordic having production 
units in Sweden, Norway and Denmark. 

Increasing demands on standardised products fitting the automated manufacturing 
in specialised production units and with improved distribution demands. 
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Staircase manufacturers 

Definition  
Staircases can be of many different materials concrete, steel, aluminium, and wood 
dependent on end-use. In this study, wood in different applications is the focal point and 
the share of wooden exterior staircases is very little therefore the definition of a staircase in 
the context of this study is a staircase for interior usage.   

Market size and development 
The market for staircases in Sweden is fairly small and is estimated to about 280 million 
SEK in 2004, which is a slight increase from 2003 (TMF, 2005). Being a product with a 
long life cycle offering a function rather than being a fashion product the staircase market 
is very much dependent on the new construction market. Traditionally, pine has been the 
dominant species in Swedish staircase manufacturing industry thanks to a high availability 
of the material and the appearance and of the total consumption of sawn timber, 
approximately 20 000 m3about 70 % is of pine (Sniri, 2000). The share used to be higher, 
up to 90 % but following the decline in the Swedish new construction activities in the 
beginning of the 1990’s, many manufacturers tried to move into the export markets e.g. 
the German market, with market demands of other species e.g. oak, beech, birch etc. The 
export share of the total production is about 40 %. 

The larger companies are manufacturing under own trademark selling their products 
directly to construction companies, TFH manufacturers or via speciality stores and with 
many of the smaller companies acting as sub-suppliers to other manufacturers. The aim of 
the larger companies is to offer the customer a full service solution including design, 
production and installation but road in that direction is long following the distribution 
channel (the quality and fashion positioning of a TFH manufacturer) and of the status of 
the staircase in the mind of the final consumer not being as important in the final decision 
as e.g. the kitchen or the flooring material (TMF, 2003).  

Industry structure 
The industry is made up of approximately 25 manufacturers including those which solely 
produce staircases and those with other products as well. The ten largest companies 
account for 85 % with the two largest about 60 % (TMF, 2003).  

Demands on a supplier of sawn timber 
Presently, the standard thickness of a stair tread is 40 mm which is reflected in the demand 
on sawn timber demand. Furthermore, the sawn timber should have a moisture content of 
between 8-10 %. Historically, the manufacturing of staircases was labour intensive but 
with increased automation and usage of CNC machines the industry is increasingly 
demanding edge-glued blanks in specific dimensions and lengths (TMF, 2003). 
Appearance is important resulting in sawn timber which is close to knot-free.  
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Summary – staircase manufacturers 
The total Swedish wooden staircase market is approximately 160 million SEK, but 
with a total production of about 280 million SEK. Construction companies and 
Timber framed housing manufacturers are the most important customers for the 
staircase industry, but with growing interest in the R&R market and thus the 
private person. 

The industry is dominated by two companies accounting for 60 % of total market 
in Sweden.

The demand on sawn timber is increasingly of edge-glued blanks fitting the 
further automated manufacturing. Pine is still the dominant species but with 
growing interest in hardwoods matching the development in the flooring market.  

Flooring manufacturers

Definition and background 
Flooring material for interior applications include ceramics, textile, plastics, linoleum, 
wooden (incl. parquetry and solid wood), and laminate. There is also a distinction 
between flooring for residential and commercial usage, with the latter having higher 
demands on strength and wear.  

Wooden flooring is made up of parquetry flooring and solid wooden flooring with the 
former being the most common. A general definition of parquetry flooring is that it is 
made up of three layers, a bottom layer of veneer boards or a thin edge-glued panel, a 
mid-layer of thin edge-glued panels and a surface or wear-layer of veneer strips of different 
species dependent on fashion and usage. Furthermore, specific parquetry flooring is veneer 
flooring made up of a High Density Fibreboard (HDF) as bottom layer and veneer strip as 
surface layer. Laminate flooring mimicking the appearance of wooden parquetry but made 
of HDF is a recent and sever contender to wooden parquetry flooring. Solid wood 
flooring is tough and grooved planed solid sawn wood. Solid wood flooring has a long 
tradition in Swedish houses but with the introduction of plastic and linoleum flooring the 
market diminished and solid wood flooring was used for non-appearance purpose giving 
stability and form for the other materials.  

Market size and development 
The total market size for flooring materials in Sweden has fluctuated much following the 
development of the construction activities. From under 10 million m2 in 1955 it peaked 
in 1975 at 40 million m2experiencing a decline hereafter and stabilising for the past 5 years 
at 20 million m2. There has also been a change between new build and R&R activities for 
flooring, where the latter presently holds an approximately 75 %. Wooden flooring (solid 
wood and parquetry) accounted for some 20 % of total market between 1975-1995, but 
with increased R&R activities the share has grown to about 30 % in 2004 (GBR, 2004). 
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The turnover of the wooden flooring industry came to 4.1 billion SEK in 2004 of which 3 
billion SEK was exported or 73 % of turnover (TMF, 2005). 

The total production of wooden flooring is estimated to approximately 20 million m2

dominated by parquetry and the two major flooring manufacturers Kährs and Tarkett. The 
Swedish wooden flooring industry is export oriented with approximately 65 % of 
produced area entering the export markets.  

In terms of sawn timber consumption the flooring industry consumed an estimated 400 – 
500 000 m3 of sawn timber (both hardwood and softwood) (Own estimations). Hardwood 
species are used for the wear-layer whereas softwoods for bottom and mid-layers but also 
for solid wood flooring.  

The distribution of wooden flooring gives a mixed picture. Builder’s merchants and DIY 
chains presently dominate for the industry as a whole with specialty stores declining 
(SIND, 1980; TMF, 2003). The two largest parquetry manufacturers have a slightly 
different distribution strategy (Fransson, 2005), where they are aiming at speciality stores as 
well as directly to the construction companies. With the high share of flooring consumed 
for R&R activities and the increasing power of the distribution segments the trend will 
most likely continue. 

Industry structure 
The wooden flooring industry is made up of sole flooring manufacturers and saw milling 
companies with solid wood flooring facilities. In total there are about 20 companies in the 
industry (TMF, 2003; TMF, 2005). The industry is concentrated with the two largest 
accounting for 80 % of total Swedish production (TMF, 2003) but as the solid wood 
flooring is growing in size the dominance is declining. The combination of increased 
interest in wooden flooring in general on the Swedish market and the increased further 
processing in the saw milling industry has resulted in new companies in the market being 
part of a saw milling company (Vinnova, 2001a; 2002).  

Demands on a supplier of sawn timber 
Flooring being an appearance product the demands on a supplier of sawn timber where 
the timber is to be used for the wear layer is high and much related to product quality, i.e., 
type, size and distribution of knots, specific moisture content, dimensions and lengths. For 
the mid- and bottom layers the demand on appearance is less critical and instead volume of 
sawn timber in specific lengths and dimensions is more crucial. There is an increasing 
interest from the larger parquetry manufacturers to outsource the production of the mid or 
bottom layers instead focusing on the wear-layer and distribution (Fransson, 2005), but the 
problem is to find a supplier that can produce and supply the volume required of these 
components as efficient as themselves since the sawn timber product is a consequence 
product in a saw mills production. For solid wood flooring, the demands are similar, i.e., 
high and even structure of the timber, specific dimensions and lengths and a MC of 8-10 
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% (Trätek, 2001). For some saw mills the flooring production is a part of the product 
range from the planing production.  

Summary – Flooring manufacturers 
The total wooden flooring market in Sweden has grown for the past 10 years and 
is presently 6 million m2. The total Swedish production is estimated to 20 million 
m2 resulting in an industry being much export focused.  

The industry is dominated by two large international parquetry manufacturers and 
with saw milling companies with planing facilities adding solid wood flooring in 
their product portfolio. 

Product quality, i.e., dimension, lengths and appearance of the sawn timber in 
combination of distribution requirements such as sustainability in terms of volume 
and delivery timing are demands from flooring manufacturers on a supplier.  

Packaging manufacturers 

Definition 
Packaging products in this study is limited to wooden products such as pallets, collars, 
wooden boxes and containers, cable drums etc. mainly used in transportation purposes by 
the manufacturing industry. Wood based products like sawn timber, plywood, OSB and 
combinations are dominant raw material.  

Market size and development 
The total size of the Swedish wood packaging industry was approximately 2.4 billion SEK 
in 2001 (TMF, 2003). The industry has experienced a growth for the past 10 years 
following the development of the Swedish manufacturing industries on the export markets 
- especially the telecom and automotive industry - but is still a minor player of the total 
Swedish packaging industry. A second argument for the size and the development of the 
wooden packaging industry is much related to the fact that Sweden has a large saw milling 
industry with consequence products needed to be off-set. Therefore, many of the present 
packaging companies are either incorporated in saw milling companies or started as one.  

The dominating product is the wooden pallet followed by pallet collars, cable drums and 
different types of boxes and containers.  

The customer structure of the industry is dominated by other manufacturing industries in 
Sweden accounting for 80 % of the total production and with Builder’s merchants and 
private consumers the remaining share. To stay competitive distribution services such as 
short and exact delivery time, reliable deliveries in combination with product quality and 
product development are crucial for this industry (TMF, 2003). 
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In terms of sawn timber consumption the industry consumes approximately 850 000 m3

per annum mainly for the production of pallets and pallet collars, which is a 15 % increase 
from 1980 (Näringsdepartementet, 2004; SIND, 1980).  

Industry structure 
The industry is made up of 97 companies (TMF, 2003) of which 25 are members of the 
Swedish Wooden Packaging Association. The top five companies account for 31 % of 
total turnover and with the 13 largest holding a 50 % share of total turnover.  

The larger companies are increasingly moving downstream, offering distribution services 
based on their product range. Furthermore, among the larger companies a niche strategy 
focusing on a narrow product range in large quantities becoming efficient producers and 
suppliers of e.g. pallets. The smaller companies utilises their geographic advantage 
establishing relations with local and regional manufacturing companies.  

Demands on a supplier of wood based products 
Many of the companies are off-springs from the saw milling industry, having a need to off-
set the fairly large volumes of consequence products or low grade sawn timber. Even if 
some of the companies producing a narrow product range have specific demands on 
dimensions and lengths, price is often the determining factor deciding between different 
suppliers. This can be exhibited by the fact that many of the packaging companies more 
than 25 suppliers supplying 80 % of their demand (TMF, 2003). 

Summary – Packaging manufacturers 
The wooden packaging industry with a turnover of 2.4 billion SEK in 2001 and a 
sawn timber consumption of more than 800 000 m3 per annum is important for 
the saw milling industry. 

The industry structure exhibits a few large companies and a large number of small.  

Price is the determining factor when choosing a supplier.  
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Other industrial end-users 
Other industrial end-users in the solid wood value chain include panel and moulding 
manufacturers, furniture including edge-glued panel manufacturers and producers of 
treated wood. A general overview of these manufacturers to get the full picture of the 
solid wood value chain and how these manufactures have affected the development of the 
saw milling industry moving down the chain.  

Table A-1: Overview of other industrial end-users, (SIND 1980; Nutek, 1992; Vinnova 2001; 
2002, SOU 2002; TMF, 2003; Näringsdepartementet, 2004) 

Development 
of

Furniture Panels and mouldings Treated wood 

Market size 
(SEK in not 
otherwise 
stated) 

Production: 1995 – 10.7 
billion, 2004 – 21 billion.  
Consumption: 1995 – 7.8 
billion, 2004 – 19.7 billion  

Production: 1995 - , 2003 – 
850 million  

Production 1995 – 
580 000 m3, 2003 – 
980 000 m3

Sawn 
softwood 
timber 
consumption 

1995 – 300 000 m3,
2004 – 350 000 m3

1995 – 50 000 m3, 2003 – 
80 000 m3

1995 – 600 000 m3,
2003 – 1 020 000 m3

Industry 
structure 

Total number of 
companies:  
1995 -  , 2003 – 771 
Top ten share wood 
consumption:  
1995 – 60 %, 2003 – 50 % 

1995 – 30, 2003 – 25 
companies 
The top five account for 
more than 50 % of total 
turnover in 2003 

In 2003 a total of 89 
companies which is a 
decline from 93 in 
2002.  

Demands on 
suppliers 

Increasing demands on 
blanks and components to 
reduce the initial 
manufacturing steps in 
production. Share of blanks 
and components: 1995 – 
24 %, 2003 – 28 % 

Low but slightly increasing 
demands on blanks to 
improve automation and 
production efficiency to off-
set competition from other 
materials and from 
products from low-cost 
countries. 

Often affiliated with a 
saw milling company. 
Length specifications 
fitting the treatment 
chamber.  
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Saw milling industry 

Definition and historical development 
The saw milling industry is the first tier in the further processing of saw logs to a final 
product consumed by the professional or private end-users. The role of the saw mill in the 
solid wood value chain is to optimise the break-down of the raw material, a saw log, to 
meet the requirements of physical properties (length, width and thickness) and technical 
(wood species, strength, moisture content, annual ring width, appearance, heartwood 
share, fibre and knot structure) stipulated by the customer. This optimisation has to be 
performed on a heterogeneous product which can be characterized as a biopolymer being 
biodegradable, anisotropic and with properties affected by climate, forest management and 
site location (cf. Grönlund, 1992, Saarman, 1992; Trätek, 2000). The advantages of a sawn 
timber product is being a renewable material, having a good weight to strength ration and 
good workability suitable for construction purposes (Johansson et al., 1993). The saw 
milling process gives raise to a divergent material flow, i.e., the production of a main 
product gives raise to consequence products and by-products (saw dust and chips) due to 
the uncertainty regarding the relation between value and properties of the raw material 
and the end-product.  

With the industrialisation in Europe in the late 18th century the demand for sawn timber 
increased and as the demand for sawn timber surpassed domestic supply in many European 
countries, customers turned to the Nordic countries. Sweden had at this time vast 
resources of old-growth forests in the counties of Dalarna, Värmland and in the northern 
parts of Sweden. These resources could be exploited using rivers as transportation to 
newly-built sawmills close to the coast. The production grew as export demand increased 
and new actors entered the industry (Glete, 1987). Trading houses in Gothenburg, with 
contacts aboard came into the industry. These new actors developed the sawmilling 
industry into the exporting industry that it still is. Their success, especially the trading 
houses, in the industry came from skilfulness in purchasing, sales and financing of capital 
rather than well-developed production methods (Glete, 1987). The development of the 
industry derived from factors such as ownership structure, management behaviour, size of 
production units, location to raw material that developed new skills and strategic and 
operational methods, and with little engagement from, at that time, dominant industry 
ownership (Flodén, 1959). 

Market size and strategies 
During the 19th century with vast amount of timber and with little specific requirements 
from the next member in the value chain the profitability of the industry was good (Glete 
1987). The development of the saw milling industry, especially in the northern part of 
Sweden came after demand from the international markets. Trading houses expanded the 
industry and products were shipped to Europe. The domestic market was characterised of 
being local and thus supplied by local mills producing according to specific demands. As 
the forest resource changed from old-growth forest to second-growth improvements in 
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both market knowledge and production technology were required to maintain 
profitability. Still the traditional production and market strategies producing as much as 
possible and optimising profit by shipping volumes during times of high demand and stock 
at times of low demand (or dump the prices) using trading houses or agents, thus an 
opportunistic strategy, continued. The continuation of producing a fairly standardised 
commodity product more based on the properties of the raw material than on market 
demands were manifested and concretised when the green book (Gröna Boken) was 
published in 1960. It is a document with guidelines of how to visually classify sawn timber 
based on wood properties into different quality classes. The quality classes refer to the 
historic relation between how different customer segment demands relate to the wood 
properties of the sawn timber (Elowsson, 1984). In essence, it confirmed and established 
the historic production process and market strategy of the saw milling industry and has 
perhaps prolonged the change to a more customised production approach.  

With increased competition from Finnish, Russian and Canadian saw milling companies 
during the 1960’s a number of the larger Swedish saw milling companies started to 
establish sales offices especially in the UK and the Netherlands (Ågren et al., 1986) slightly 
applying a more focused or differentiated market strategy in small scale selling directly to 
importers or Timber merchants. Slowly the contacts with the end-customers increased in 
numbers but for example still in the late 1970’s some 95 % of the sawn timber volume 
distributed on the British market went through an agent (SIND, 1980), figure A-5. The 
trend of going direct to, e.g. industrial end-users has increasingly evolved. This is 
especially the case for the larger saw milling companies discontinuing agreements with 
agents instead establishing direct relations with end-users (both industrial end-users and 
distribution companies) (Nutek, 1992; Vinnova, 2002; Cei-Bois, 2004). The smaller 
companies are still using agents to off-set their fairly wide product range on the export 
markets.  
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1% 
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Figure A-5: Distribution of sawn timber on the UK market at the end of 1970’s and beginning of 
1990’s in brackets (SIND, 1980; Flinkmann & Lönner, 1997)  

The production of sawn timber in Sweden has ever since the beginning of the 19th century 
exceeded domestic consumption thus a need to focus on the export markets and 
historically European countries have been the prioritized markets (Glete, 1987; SIND, 
1980).  
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Figure A-6 Total production of sawn timber distributed to different markets and export share of total 
production 1965-2003 (1000 m3, %) (Skogsindustrierna, 2004) 

Up until 1990 the annual production fluctuated between 10 and 12 million m3 and with 
an export share of 50 to 60% but after 1990 there has been a constant growth in 
production and a sharp increase in export share up to 70 % in 1995 and peaking at 78 % in 
1996 (figure A-6). These changes are good examples of how external factors affect a 
commodity producing fragmented mature industry. The devaluation of the Swedish 
currency in the beginning of the 1980’s improved the competitiveness of the Swedish saw 
milling industry on the export markets resulting in increased exports and lower volumes 
on the domestic market. The combination of the fall of Soviet Union in 1990 and trade 
restrictions on North American sawn timber on the European markets (Vinnova, 2001a) 
resulted in increased demand of Nordic sawn timber with increased production as well as 
export share. Furthermore, the development of construction activities domestically 
affected distribution of sawn timber on the Swedish market negatively in the short-term 
but has since increased. 

The market segment orientation of Swedish saw mills in a historic perspective is difficult 
to determine since the marketing channel of the industry has been using trading houses 
and agents, but generally sawn timber of spruce has been for constructional purposes 
whereas pine sawn timber have been for appearance segments. Market studies have 
presented the sawn softwood timber consumption in different market segments both 
domestic and on the European markets (SIND, 1980, Nutek, 1982, Lönner, 1985).  
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A study by Ågren et al. (1986) analysed marketing strategies in the Swedish saw milling 
industry and concluded that many of the companies had implemented a short-term profit 
maximising strategy based on the notion that the market is characterised of high horizontal 
complexity, i.e., many customers and small volumes, and a world market price but some 
of the studied companies were actively allocating resources on specific activities to gain a 
competitive advantage. Examples of activities were further processing, focusing on specific 
customer segments, increased focus on distribution service, and R&D in production. 
Especially the focus on further processing activities and segmenting the market have been 
advocated by many authors and reports for a long time (SIND, 1980, SIND, 1987; Nutek, 
1992; Vinnova, 2001a; Nordic Timber Council, 2002), which would require the adoption 
of new production and distribution strategies based on customer or market orientation. 

Industry structure 
The structure of the Swedish saw milling industry has historical roots. With the start of the 
industrialisation in Europe and an increasing demand of sawn timber resulted in 
revaluating the forest as a resource from previously generating fuel wood for iron 
production or heating to producing raw material for sawn timber production or pulp and 
paper. Saw mills were established in forest dense areas and close to water ways by the 
previously mentioned trading houses but also by larger companies historically focused on 
iron production (Glete, 1987). Many of these saw mills were small only being in 
production on a seasonal basis but as demand increased and the production techniques 
developed the mills grew bigger. In 1953, when the first saw mill inventory was 
conducted (Nylinder, 1953) there were more than 900 saw mills with an annual 
production exceeding 1000 m3. From that time on there has been a gradual consolidation 
towards larger individual mills and groups of saw mills (Navrén et al., 2002). Presently, the 
twenty largest saw milling companies account for 65 % of total Swedish sawn timber 
production but of total global production of approximately 320 million m3 their share is 
only 2 %.  

The industry structure presented as type of ownership results in large dominance of private 
companies, in 2000 accounting for 66 % of total sawn timber production, followed by 
larger forest companies of 22 %, and forest owners associations of 12 %. For the past few 
years though, there has been a number of mergers and acquisitions in the industry 
rearranging the structure further with larger forest companies and forest owners 
associations increasing their shares on behalf of private saw mills. To stay competitive on a 
slow growing market and with new production capacities emerging many of the private 
saw mills have not had the economic resources for further investments in both marketing 
activities and modernisation of the production process and have thus closed down or been 
acquired by others (Nilsson, 2001; Cei-Bois, 2004). The question has been if there exists 
economy of scale in the saw milling industry, where Nilsson (2001) summaries the 
standpoint from a number of studies and shows and indicates a comparison between a 
40 000 m3 and a 400 000 m3 saw mill, that an economy of scale at a mill level exists. 
Furthermore, Nilsson highlights two features at an enterprise level that are becoming more 
important: at a regional level economy of scale seems to be in place due to possibilities for 
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product specialization, raw material procurement and distribution, and at multinational 
level through improved market organization, branding, financial capacity, product 
development, human resources, distribution network, and strategic alliances (Nilsson, 
2001). The question of economy of scale is also dependent on market segmentation, 
where a more focused and more high value-added segments require less volume. 
Therefore, an economy of scale strategy has implications for operations and ultimately 
performance, which are highlighted in information from the saw milling organisation 
(Skogsindustrierna, 2004). The larger forest companies are sometimes accused of having 
the saw milling operations only as a mean to generate low cost raw material for pulp and 
paper production (Nutek, 1992, Vinnova 2002), thus the performance of the saw milling 
division should be evaluated dependent on the overall corporate strategy.  
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Figure A-7: Total Swedish sawn timber production split by size class 1953 – 2000, % (Nylinder, 
1986; Warensjö, 1997; Navrén et al., 2002)  

The industry is consolidating at least in terms of the share of total production of the largest 
sawmills (figure A-7). In 1973, there were 52 sawmills producing 50 000 m3 or more 
accounting for 38 % of total production, which in 2000 had grown to 110 mill accounting 
for 79 % of total production. The trend in fewer and larger sawmilling companies also 
affects export volumes and eventually value-adding strategies for the export markets 
(Navrén et al., 2002, Roos et al., 2002).  

As the industry is consolidating and the size of individual mills are increasing the market 
strategies of many companies have been towards the export markets finding larger uniform 
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segments demanding their sawn timber products. For a large saw mills perspective the 
Swedish wood products consuming market structure is too fragmented in terms of volume 
and geographic localisation (Nilsson, 2001).  

Products and production development 
The production in a saw mill can be described as a divergent flow, i.e., one product 
entering the saw mill resulting in a large number of different products. Generally speaking 
products emerging from the saw mill production, including initial break-down of the saw 
log, unseasoned sorting, kiln-drying and trimming, are of three types:  

1. Demanded products. Sawn timber products emerging from a specific sawing pattern 
meeting technical and appearance properties from specified customers or market segments 
(cf. Johansson et al., 1993, Elowsson, 1984).  

2. Consequence products. Sawn timber products emerging from a specific sawing pattern not 
meeting technical and appearance properties based on that particular sawing pattern thus 
requiring further processing and/or sales activities finding other end-users.  

3. By-products e.g. chips, saw dust and bark. Products for the pulp, board or energy 
industries.  

Sawn timber from Norway spruce is mainly used for structural products, partly because of 
the frequency of resin pockets (Temnerud, 1997) and loose knots (Elowsson, 1984). There 
has for the past ten years been an interest in using Norway spruce sawn timber for 
appearance products resulting in a special grading rule, Nordiskt Trä.  

Sawn timber from Scots pine is mainly for appearance products due to the appearance in 
terms of annual rings, knot type and structure etc. (Elowsson, 1984).  

The production strategy of the saw milling industry has been to optimise volume yield 
from a saw log due to the high share of raw material cost of a standardised sawn timber 
product for the mass market (Glete, 1987; SIND, 1980; Lönner, 1985; Nutek, 1992). The 
production process development in the saw milling industry has thus been geared towards 
increased volume yield at the same time more accurately produce and sort according to 
the standard classes defined in the Gröna Boken (1960; 1985). In terms of volume yield 
the trend has seen a decline from approx. 50 % in 1973 to 46 % in 2000 (Navrén et al., 
2002). Instead improvements in sorting sawn timber according to quality classes have been 
realised by using computerised scanning of logs and of the sawn timber, improved kiln-
drying schedules and optimisations in the production flow in the saw mill (cf. Grundberg. 
1999; Jäppinen, 2000; Navrén et al., 2002). There has been a gradual development in 
improving the production of standardised products but also in combining a focused or 
differentiation strategy segmenting the market in different products or customer types with 
investments in the production process meeting these differentiated demands. The 
development in the production process and in further processing in the Swedish saw 
milling industry in terms of volume is exhibited in figure A-8: 
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Figure A-8: Improved production and further processing in the Swedish saw milling industry, 1979 – 
2000 (Nylinder, 1981; Navrén et al., 2002) 

Kiln-drying capacity has increased the most during the past 20 years meeting the demands 
from customers of sawn timber having specific moisture content (the above figure indicate 
the volume of sawn timber with moisture content below 18 %). Furthermore, integrated 
planing capacity has increased meeting the demands from Timber and Builder’s merchants 
supplying the construction industry with sawn timber.  

Summary – Saw milling industry 
The Swedish production of sawn timber has exceeded domestic demand going 
back as far as to the beginning of the 19th century. Trading houses and sawn 
timber agents have historically been the actors in taking the saw mills production 
to the markets with the industry focusing on production.  

Swedish pine and spruce sawn timber is appreciated of having wood properties 
meeting both appearance segments demands (windows, furniture, staircases etc.) 
and structural segments demands (gluelam, building components and general 
construction). 

The industry structure is consolidating from a fragmented state in terms of number 
of and production size of mill, presently with the twenty largest saw milling 
companies accounting for 72 % of total Swedish sawn timber production in 2003.  

The development of the production process has historically been towards 
optimising volume yield meeting the quality classes stipulated in the Gröna 
Boken. The usage of automated computer-controlled equipments in production 
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e.g. scanning equipments for logs and sawn timber, kiln-drying schedules but also 
further processing activities like finger-jointing, planing and stress-grading have 
increased during the past 20 years improving possibilities of combining production 
and wood property resources with specific market requirements.  

A small but gradual trend towards saw milling companies actively engaging in 
reshaping the solid wood value chain by developing products fitting the end-users 
based on more direct relations with industrial and distribution end-users.  

Forestry

Definition and background 
Forest land is defined as land suitable for timber production not extensively used for other 
purposes (Skogsvårdslagen)5.

The total area of forest land in Sweden is 22.7 million hectares, which is 55 % of total land 
area. The distribution of forest land and standing volume in the four regions in Sweden is 
summarised in table A-2:  

Table 5: Distribution of forest land and standing volume by region, (National Forest Inventory, 2004) 

Region Total land area 
(million ha) 

Forest land 
(million ha) 

Standing volume (share of 
total standing volume), 
(million m3, %) 

Norra Norrland 15.43   6.77    566    (19%) 
Södra Norrland   8.94   5.81    719    (25%) 
Svealand   7.97   5.21    743    (26%) 
Götaland   8.73   4.95    869    (30%) 
Total 41.07 22.75 2 898 (100%) 

The ownership structure of forest land is such that private owners hold 51 % of total forest 
land, which is one of the highest in the world. The State, municipalities and communities 
hold 19 %, the Church 6 % and large forest companies 24 %. The structure of a large share 
of private forest land affects the procurement of timber. Many of the private forest owners 
are organised in forest owners associations, which act for the benefit of the members in 
issues like forest management, economic services and on the timber market. A market 
price for timber is established between the different actors, forest owners associations, saw 
milling companies and forest industry companies where saw milling companies due to 
their size have less power compared with forest owners associations. Historically, the price 
of the raw material (timber) was decided upon on an annual basis with little modifications 
over the year between forest owners associations and forest industry organisations. These 
central price lists acted as guidelines also for the State owned forests as well as the large 

5 Skogsvårdslagen in SFS 1979
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forest companies’ forests. Following the readings in the Competition Law as of 1993 these 
central market agreements were no longer allowed resulting in individual agreements 
between the forest owners associations (supplier) and the forest industry e.g. saw mills 
(customer). The forest owners associations have in turn internal agreements with their 
members.  

Standing volume, annual increment and production 
The development of the Swedish forest in terms of standing volume has seen a 
tremendous growth for the past 80 years (the first national forest inventory was in 1923). 
In 1926 the standing volume was estimated to 1.78 billion m3 which had grown to 3 
billion m3 in the year 2000 (National Board of Forestry, 2004). There are a number of 
factors which has coincided in this e.g. an increased land area used for forestry, improved 
forest management regimes including regeneration methods, cleaning and thinning 
regimes, and shorter rotation ages optimising growth.  

With a large forest area with increasing standing volume, Sweden has been in the position 
of supplying not only the domestic market with forest products but also the international 
markets. The ever increasing demand from the international markets has been the driving 
force for a continuous growth of the Swedish forest industry demanding larger volumes of 
forest products (SIND, 1980; Ågren, 1987). This has resulted in increased fellings which in 
the mid 1970’s surpassed the estimated annual forest increment putting a strain on further 
expansion of the forest industry using domestic forest products (figure A-9.  
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Figure A-9: Annual growth and gross fellings 1955 – 2003, million m3 (National Forest Inventory, 
National Board of Forestry) 

The Swedish forest products market can be described as a supply driven market, i.e., the 
demand exceeds supply giving raise to a strong position of the forest owners and since 



Appendix 3 – Structure and developments in the solid wood value chain 

___________________________________________________________ 
240

these are organised in larger associations meeting a fairly fragmented saw milling industry 
they have been in the position of dictating the price and availability of forest products 
(Ågren, 1987; Lönner, 1985; Nutek, 1992). But with an industry losing competitiveness 
on the international market due to high raw material prices, the value of the forests will 
decline, in other words the value of the Swedish forests are decided by the customers to 
the forest industries further down the value chain (Ågren et al., 1986). The forest industry 
has met the situation with increased import of forest products from nearby countries e.g. 
Russia and the Baltic States (National Board of Forestry, 2004).  

Technical development in forestry 
The technological development in forest practices has like in most other industries taken 
large steps compared with 50 years ago or even 20 years ago. Especially the mechanisation 
of previous labour intensive operations has developed. Felling has evolved from hand-saw 
to machine sawing to mechanised harvesters with computerised bucking possibilities (cf. 
Perlinge, 1992; SkogForsk, 2003). The development has meant an ever increasing 
productivity growth and increased possibilities in meeting a saw mill’s demands on length 
and diameter requirements but also specific requirements in terms of wood properties. 
Presently it is technically feasible to buck a tree, sort the stems in various batches based on 
properties and transport these batches to the industry for further processing (SkogForsk, 
2001; SkogForsk, 2004). With the introduction of computers in harvesters it is presently 
possible for instant monitoring of volume, quality and cost of felled timber which can be 
used by saw mills in their production planning.  

Other issues 
Environmental issues and environmental friendly products are becoming increasingly 
important in today’s society. After the statement about sustainable development, defined as 
“development that meet the needs of the present without compromising the ability of the 
future generations to meet their own needs” (World Commission on Environment and 
Development (1987), the issue of long-term sustainable forest management practices has 
resulted in increased focus on biodiversity and environmental standards in forest 
management of the Swedish forest. These issues can benefit the whole solid wood value 
chain creating a competitive advantage delivering environmental friendly and long-term 
sustainable wood based products to the markets. The Swedish Forest Act6 states that “the 
forest is a national resource that should be managed accordingly, providing a sustainable 
return and at the same time maintaining the biodiversity”. Furthermore, the Act places the 
responsibility of the above statement on the forest owners much more than in the 
previous.  

The debate on sustainable forest management has resulted in two similar standards under 
the supervision of non- profitable and non-governmental councils, Forest Stewardship 
Council (FSC) and Programme for the Endorsement of Forest Certification (PEFC) 

6 SFS, 1993, § 1 
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aiming at promoting sustainable managed forests through independent third party 
certification. These standards provide an assurance mechanism to purchasers of wood and 
paper products that they are promoting the sustainable management of forests. Presently, 
more than 10 million hectares of the Swedish forest land is certified according to FSC and 
approximately 4 million hectares according to PEFC. There is an on-going debate around 
the possibilities of harmonising the two standards which would ease the flow of forest 
material between the standards and benefit both forest owners and consumers.  

Summary - Forestry 
The standing volume and annual increment of Swedish forests have increased 
tremendously for the past 80 years, resulting in increased production of forest 
products to a present volume of 85 million m3.  

The ownership structure is dominated by private forest owners organised in forest 
owners associations accounting for 51 % of total forest land and with large forest 
companies holding 24 % and state and other institutions the remaining 25%.  

The technical development in forest practices has seen increased mechanisation 
improving productivity and cost reductions but also improvements making it 
possible to transfer customer demands on wood properties back to the forest thus 
increasing the integration of the value chain.  
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The development of actors in the solid wood value chain – an analysis 
The previous sub-chapters have described the development of the individual actor groups in the solid 
wood value chain. Summarizing the information yields driving forces for the development and makes 
it possible to construct a modified figure of the solid wood value chain including the present status of 
the actors. Relevant information included in the summary are: the development of the flow of sawn 
timber volume between actor groups, the value development of each group and changes taken place 
affecting the positions and roles of actors.

Professional end-users including timber frame housing 
manufacturers
Declining new build activities coupled with slightly increasing R&R activities in the 
house building sector has affected the industry structure. The industry is made up of a few 
large companies and a large number of small regionally or locally focused companies. 
Timber framed houses have increased its market share on the single-family housing market 
to 80-90 %.

Increasing cost and declining quality has meant a growing interest in industrialised 
construction for house-building. Timber frame housing production has gotten the furthest 
in developing the industrialised concept. 

The construction industry will continue to focus on off-site production, procurement and 
logistics of building components and systems to meet customer demands.  

An industrialized housing concept assumes a greater responsibility from suppliers in 
product development, standardization of products with high modularity, and active 
engagement in the construction processes.  
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Table A-3: Uncertainties, expected changes of professional end-user segments and effect on wood 
products suppliers 

Uncertainty or driving 
force  

Expected change Effect on wood-based products 
supplier 

Low new build 
construction and growing 
R&R 

Polarisation of industry. Large 
companies become developers. 
Smaller companies increase in 
R&R

Partnering – long-term agreements 
Distribution service increases; 
availability, volume and product 
range 

Availability of skilled 
craftsmen 

Industrialisation of the 
construction process.  
Import of carpenters / 
craftsmen  

Development of standardised 
building components and systems. 

Material neutral industry Substitution based on 
performance cost ratio 

Product performance 
Development of building systems 
and building components in 
cooperation with other materials 

Cost focus Industrialisation of the 
construction process – lean and 
agile construction. 

Development of building systems 
and building components. 
Logistics is becoming important. 
Cooperation with actors in the 
construction value chain. 
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Distribution segments including Builder’s merchants and DIY-
chains 
Declining new construction during the 1990’s has slightly been offset by increasing R&R 
activities. The market has thus moved towards a higher share of finished and prefabricated 
products.  

The changing market situation has resulted in a consolidation of the industry towards 
national companies and co-operations and with new entrants entering the industry (DIY-
chains) offering one-stop-shopping.  

The product range of individual stores has become more focused following the 
consolidation of the industry. The industry expects the suppliers to increase their 
involvement in sales and marketing besides improvements in logistics. 

Table A-4: Uncertainties, expected changes of distribution segments and effect on wood products 
suppliers 

Uncertainty or driving 
force  

Expected change Effect on wood-based products 
suppliers 

Development of the 
construction activities, both 
new build and R&R. 

Consolidation of the 
industry. 

New entrants in the R&R 
market 

Larger volumes and ability to supply 
nationally. 
Wider product range 
Focus on distribution, sales and 
marketing. 

Competition from other 
distributors 

Consolidation within and 
between segments 

Larger volumes and ability to supply 
nationally and internationally 

Skills and knowledge in the 
distribution segments 

General sales and marketing 
skills rather than specific 
product or material 
knowledge.  
Fewer products, more value-
added in larger volumes.  

Increased involvement from suppliers 
in marketing and product information 
both to customers and personnel. 
Demand on prefabricated and 
finished products. 

Material neutral industry Substitution based on 
performance cost ratio. 
Branding of offered products 

Product performance 
Development of building systems and 
building components in cooperation 
with other materials 
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Industrial end-user segments; structural and appearance 
Industrial end-users have during the 1990’s increased their presence on the export markets 
following the decline on the domestic market resulting in increased competition, a wider 
product range, affected more by fashion etc.  

The industry has in general seen a consolidation towards larger companies and with an 
increasing share of international owners affecting the demands on suppliers in terms of 
larger volumes and improved distribution services. 

Increased focus on product procurement as a mean to lower cost has resulted in 
outsourcing decisions of both products and production processes. 

Table A-5: Uncertainties, expected changes of industrial end-user segments and effect on wood 
products suppliers 

Uncertainty or driving 
force  

Expected change Effect on wood-based products 
supplier 

Development in 
construction activities, 
both new build and R&R 

A continuing consolidation of 
the industry. 
Need for new products meeting 
R&R markets. 
International involvement 

Larger volumes and ability to supply 
nationally. 
Joint R&D 
Increasing share of blanks and 
components 

Material faithful  International fashion and trends 
will affect material choice. 
Price / performance ratio will 
increase in importance 

Development of components suitable 
for different end-products and 
customers.  
Increased demand on marketing and 
product info. Constant dialogue on 
product and production development 

Skills and knowledge in 
the industry 

Still and emphasis on 
production and product 
development, but increasingly 
important sales and marketing 
skills.   

Increased involvement from 
suppliers in marketing and product 
information both to customers and 
personnel. 
Demand on prefabricated and 
finished products. 

Uniform product 
standards 

Internationalization of industries Demand on components and 
modules that can be configured 
meeting different countries 
standards. 
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A developed solid wood value chain 
The changes that has taken place in the solid wood value chain, affecting products, 
production processes and distribution of sawn timber from the saw milling industry makes 
it possible to construct a developed figure of the chain. Figure A-10 is an extension of the 
figure A-1 which is further developed in figures A-11 and A-12, including sawn timber 
volume changes between 1980 and the present. Furthermore, actions taken by the 
Swedish saw milling industry in general will be highlighted using hotspots.  

Forest

Agent
Private consumer 
market 

Builders 
merchants Ind. End-user 

Sawmill 

DIY 

Importer 

Export 

Flow of 
Products 

Flow of 
Information 

Construction value 
chain 
- Developers 
- Consultants 
- Contractors 
- Management 

The size of the arrows indicate the relative share of totally produced sawn timber 
moving between actors i.e. the arrow saw mill and the export market is larger than 
the one between saw mill and Industrial end-user indicating that the volume of 
sawn timber is larger on the export market. The dotted arrows indicate the flow of 
information and in some cases it is only one-way indicating that information is 
mainly only in one direction. 

Figure A-10: A developed picture of the solid wood value chain 
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Figure A-11: Solid wood value chain. Production and distribution of sawn softwood timber, million 
m3. Around 1980 (SIND, 1980; Elowsson, 1984; Lönner, 1985) 
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Figure A-12: Solid wood value chain. Production and distribution of sawn softwood timber, million 
m3. 2003 (Vinnova, 2002; Näringsdepartementet, 2004; Cei-Bois, 2004) 
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Hotspot # 1 – Raw material uncertainty.

The development in the chain forest-saw milling industry has seen the following 
developments: 

Development in harvesting machines incorporating scanning, computer and 
production technology has increased possibility to measure, evaluate according to 
set criteria and to buck with high precision.  

Improvements in the establishment of the relation between internal wood 
properties and the properties of the sawn timber using various scanning devices 
(Grönlund, 1992; Grönlund, 1995; Hagman, 1996; Jäppinen 2000).  

Improved infrastructure (road network), GPS controlled and managed distribution 
from forests to mills to minimize storage at mill site and optimize distribution of 
different raw material qualities to different mills. 

The power from raw material suppliers following consolidation among forest owners and 
forest companies including the establishment of Sveaskog has resulted in: 

Different saw milling companies are joining into purchasing groups 

Imports from the Baltic States and Russia 

Environmental certification of raw material is increasingly used in marketing of 
sawn timber products. 

Hotspot # 2 – Operational and organisational changes at the saw mill site.

Developments in production processes in the saw milling industry have affected 
operational platforms and organization in the saw milling industry. 

Improved scanning techniques to determine internal structure and properties of 
incoming raw material prior to breaking-down. CT-scanning, Ultrasound as well 
as 3D-measuring of log surface have taken the possibilities further (Grönlund, 
1995; Hagman, 1996; Jäppinen, 2000; Edlund, 2004). 

Incremental product developments in sawing technology have increased 
automation, speed and accuracy. The productivity per man-hour has increased 
(Navrén et al., 2002). New kiln-drying schemes improve drying to final moisture 
content and at the same time minimize defects (from drying).   

Scanning technology to determine the quality of the final product in respect of 
customer requirements has been or is being installed in the mills (Navrén et al., 
2002.  

Introduction of IT solutions monitoring the process chain from forest, through 
the saw mill and to the end-user (Trätek, 2002). 
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These are examples of technical changes that have resulted in: 

An increased focus on one-wood-species consuming mills to improve production 
and accuracy in sawing, drying, and trimming in meeting customer demands on 
larger volumes of specific product qualities.  

Larger saw mills, with reduced unit costs, and at the same time organizing a 
number of saw mills towards specific products, market segments or customers 
(Navrén et al., 2002). 

A trend towards centralised organisations. Raw material is purchased and 
controlled from one location and not at each individual sawmill. The same with 
the marketing and sales functions. The sawmills are turned into pure production 
units, with specified production orders from the centralised sales function and fed 
with raw material from the purchasing function.  

Hotspot # 3 – Changes in sales to Industrial end-users of appearance products.

Improvements in production processes and organizational changes towards one-species saw 
mills have resulted in increased sales to these segments. As these segments are consolidating 
and becoming more international, demands on product performance such as little variation 
in product quality, larger volumes of a wider product range, and increasingly affected by 
fashion, the saw milling industry has met this by: 

Focus the production towards different pine products at different mills.  

Increased further processing such as KD to final moisture content, cut-to-size, and 
value-adding such as planing, painting, components production, and distribution 
services to take on initial production processes from these segments. 

Developing brand names of different products to differentiate from competitors. 

Hotspot # 4 – Changes in sales to industrial end-users of structural products and timber framed 
housing.

These segments are increasingly moving towards an industrialized construction concept 
with pre-cut components, modules etc. Spruce is the dominant species consumed due to 
its homogeneous quality, and demands on further processing from suppliers are e.g., 
planed products, specific dimensions and lengths, stress-graded products, components etc., 
have been met by the saw milling industry in different ways. 

Integrating planing, stress-grading, finger-jointing in the sawing process (Navrén 
et al., 2002), 

Focused on one-species mills directed towards constructional products. 
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Development and production of value added products such as gluelam beams, roof 
trusses, building systems. 

Distribution centres offering a wider product range also of other wood based 
products, timely deliveries, improved product knowledge. 

Establishing internal technical expertise and increasingly engage in product 
development projects with customers as well as external agencies e.g. universities, 
institutes etc.  

Hotspot # 5 – Changes in sales to distribution segments.

The distribution segments, Timber and Builder’s merchants and DIY-chains are 
increasingly consolidating and these segments are increasingly becoming international in 
their market focus. In meeting the demands from these segments in terms of wider 
product ranges, larger volumes, timely deliveries on a national basis, technical sales and 
marketing support, the saw milling industry has responded with: 

Organizing mills towards specific species, products and even customers.  

Utilizing the technical developments in production processes to increase 
efficiency, accuracy and flexibility meeting the demands.  

Further processing such as planing, finger-jointing (length requirements), bar-
coding, individual wrapping.  

Creating brand names of different products especially for the DIY chains.  

Distribution centres close to mills, where also other wood based products are 
stocked meeting the demands of a wider product range.  

Sales offices close to market to improve response time from customers.  

Hotspot # 6 – Changes in sales to the professional construction segments.

As these segments are moving towards partnering, prefabricated products and industrialized 
construction it is increasingly becoming important for suppliers of building materials to 
have knowledge of the coming trends and changes. The saw milling industry has reacted 
to this by: 

Actively engaging in construction projects to learn how the construction process 
works.

Product development for in-house production as well as in combination with sub-
suppliers achieving a wider product range towards the construction industry. 
Some companies are developing own building systems of wood, based on their 
previous knowledge in structural wood products, i.e., gluelam beams. 
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Improvements in distribution solutions aiming for JIT deliveries of different size 
batches. 

Active engagement in branch organizations to enhance the usage of wood 
particularly in construction, both on a national and international arena.  

What is apparent is the increased interest in the development of an industrialized housing 
concept. This interest is further enhanced by the recent establishment of committee in the 
branch organization supporting the appointment of a “Träbyggnadssamordnare” from the 
government. Also, the appointment of a “Byggsamordnare” aiming at developing the 
construction industry towards a higher level of industrialization has had positive influence 
on the saw milling industries engagement and interest.  
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