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Last year, I spoke to you about the steps Weyerhaeuser was taking to become a “21st Century Company.”  I said our company was going through what sailors call sea change.


Since then, many of the changes I outlined have been incorporated into our daily business.  Today, in the second year of our second century, I would like to focus our attention beyond what it takes to become a 21st Century Company to what I view as Weyerhaeuser’s ultimate destination.  

That is, quite simply, to become one of the most respected names in North American industry.  The first step along the way is to become the best forest products company in the world – or, as we’ve been telling the financial community, the premier global forest products company.


So, this morning, I want to outline for you the strategies and commitments that your company leaders believe will enable us to achieve these goals.

· First, we’re aligning our support functions – such as Human Resources, Information Technology, and Finance – behind our business strategies in a “shared services” framework.  We call this effort Support Alignment.  Last year – our first full year of implementation – Support Alignment gained the company $34 million in ongoing annual savings.  Our expectation is that these annual savings will grow to $150 –$200 million by the end of the third year.

· Second, we’re improving our capital effectiveness.  This means we’re getting a bigger bang for the bucks we spend on plant, equipment, and information-technology systems.  We’re committed to keeping our capital spending at or below depreciation – without eroding our asset base.  In plain English, this means more dollars available to invest in growth opportunities … to pay down debt … or to return to you, our shareholders.

· Third, we’re strengthening our core businesses. Timberlands is one, where our second-growth forests are a testament to our skills in sustainable forestry.  In Wood Products, our core businesses are lumber, structural panels, engineered wood products, and distribution.  In Pulp, Paper and Packaging, they’re containerboard packaging, market pulp and fine paper.  Real estate also has been performing very well for us.

· Fourth, we’re growing through acquisitions, not additions to capacity.  We have a very disciplined, strategic process for identifying those acquisitions that will pay off in increased shareholder value.  And our recent acquisitions have done so.  

Over the past three years, we’ve purchased:

· A major pulp and paper mill in Dryden, Ontario, plus two associated sawmills

· The MacMillan Bloedel Company

· Trus Joist International

· And timberlands and wood products assets in Uruguay, Australia and New Zealand.  


All these acquisitions have created more shareholder value.

For example, let’s take the synergies from our purchases of MacMillan Bloedel and Trus Joist.  Synergies, by the way, is a financial term for the efficiencies available from combining assets.   Anyway, the synergies for MB and TJ were projected to be $200 million over three years.  By the end of last year, they totaled $139 million, significantly higher than the $100 million projected for year one.  And, I would add, most of the dollars came from logistics and manufacturing efficiencies, not from cutting jobs.


This leads me to our offer to purchase all of the outstanding shares of Willamette Industries.  Why Willamette?  Because it’s such a good fit – a great set of assets with highly skilled people.

· The acquisition of Willamette will strengthen our core businesses, enhancing our leadership position in containerboard packaging, uncoated free-sheet paper, structural panels and timberlands.

· The deal will provide us high-quality, well-located timberlands, to which we can apply our world-leading ability to grow trees and manage forests in an environmentally responsible way.

· It will also permit us to combine Willamette’s expertise in engineering and construction with our growing skill at planning and managing the front end of projects.  This will enable the combined company to more efficiently complete capital projects.  And, as you know, ours is a highly capital-intensive business.


We believe our combined companies have better prospects together than either does on a stand-alone basis.  My knowledge of the people and cultures of both companies gives me confidence that they can be integrated successfully.

In my opinion, this combination will create the premier global forest products company.  That’s why we keep inviting Willamette’s board to sit down and negotiate with us.  

Of course, growth also depends on maintaining and expanding our already strong customer base. Our internal guidance document – what we call our Roadmap for Success – stresses building profit from customer focus.  We do so by safely delivering on our value propositions through process reliability.

Let me translate this “insider talk” for you.  What we’re saying is that we first develop clear agreements with our customers on what products and services they can expect from us – and the price they’re willing to pay.  We then safely deliver what they expect … when they expect it … every time through a set of reliable processes.  This way we’re building profit both for Weyerhaeuser and our customers.  It sounds simple, doesn’t it, but it’s amazing how easy it is to forget these basic principles.

Speaking of our customers, we have some with us today – and I’d like to ask them to stand and be acknowledged.  

Ladies and gentlemen, these are the people who drive our success.

You’ll remember that I used the word “safely” when I talked about delivering on our customer commitments.  I know that safety isn’t usually top of mind to our shareholders and other investors who don’t work for the company.  But it’s a heart-felt value here at Weyerhaeuser. 

There is also a good business reason why we stress safety.   It’s because there’s a high correlation between safety and efficient performance.  After all, how can anyone give their best if they fear their company does not have their safety at heart?  

I deliberately chose to talk about safety before I addressed our financial performance, because safety really does come first at Weyerhaeuser. 

Now, I’d like to turn our attention to how we’ve performed for you as an investment.  Last year, Weyerhaeuser Company provided you, our shareholders, with net earnings of $3.72 per share – or, altogether, $840 million – on sales of $16 billion.  I would characterize these results as very satisfactory.


This morning, we announced first-quarter earnings for 2001.  Our net earnings were 49 cents per share – or, altogether, $107 million – on sales of $3.6 billion.  This includes a nonrecurring after-tax charge of $26 million associated with our decision to outsource certain information-technology services as part of the company’s program to streamline support services.  Excluding the charge, first-quarter 2001 earnings were $133 million, or 61 cents per share.


As you probably know, some of our products in some geographic regions are facing difficult market conditions.  They may be at the bottom of their market cycles.


But our global economy is really a collection of hundreds of microeconomies that vary by product and geography.  So, in a company of many businesses, we have some that are doing quite well.  For example, our real estate business – WRECO – posted a 16 percent gain in home sales over the year-ago first quarter.

Now, I’d like to turn our attention to another mark of an industry leader.  That’s reputation – and reputation is built upon responsible corporate citizenship, one of our core values.

To give you a sense of what our citizenship commitment means in practice, I’d like to show you a small portion of our 2001 state-of-the-company video report to employees. 

Our commitment to the community and the environment is demonstrated by the more than $136 million our Weyerhaeuser Company Foundation has donated to our communities in the past half-century … other indications are the personal commitment that Weyerhaeuser employees have demonstrated in countless hours of volunteer activities … and in the reputation we’ve earned in our industry.

We’re the only forest products company listed in the Dow Jones Sustainability Index, an index which tracks the performance of 236 companies in 61 industries – measuring commitment to innovation, governance, shareholders, leadership and society.  

Speaking of sustainability leads me back to what I referred to earlier as our world-leading ability to grow trees and manage forests.

This ability provides society the opportunity to have wood products on a sustainable basis without placing demands on the world’s most ecologically significant forests.  In fact, the World Wildlife Fund recognized this vital role that major global forest products companies could play.  And I’m telling you here today that this is not only a role Weyerhaeuser could play, but one we do play.

In Uruguay, we’ve started a major new forest on grazed-over pastureland.  In Nepal, we’ve teamed with the CARE organization to help teach residents how to practice sustainable forestry and derive income and resources from doing so.  Creating an economic incentive to practice sustainable forestry is one of the best ways to protect forests in developing nations.  

Furthermore, our U.S. industry’s Sustainable Forestry InitiativeSM – or SFI – commits us to manage our forests for environmental and social benefits beyond the production of timber for wood products.  These include habitat for wildlife and fish, soil health and stability, clean water, and even cultural and aesthetic considerations.  In Canada, we operate under a similar system called CSA.

All of us, shareholders and employees, can take pride in the benefits the men and women of Weyerhaeuser provide to the communities and  countries where we do business.  If you would like to know more about our commitments and activities, I invite you to take one of our citizenship reports from the tables in the back.

Everything I’ve talked about today is a part of becoming the best forest products company in the world, as well as one of the most respected names in North American industry.  

Ladies and gentlemen, your company is on the way and we will reach these objectives.
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