Business is Booming!
Hot housing market, improvements boost WBM

The shriek of a saw slicing wood reverberates across the massive yard of Weyerhaeuser’s Tacoma, Wash., Customer Service Center (CSC).  No ordinary saw this.  It’s a big, freaking saw, the mother of all chain saws—six feet long, with the appetite (and teeth) of a school of piranha.  It doesn’t just cut single boards or beams, it trims whole units!

Operating this behemoth—mounted on a movable platform—is one large dude decked out like a fugitive from The Terminator in heavy gloves, hard hat, safety glasses, wire-mesh face screen, and orange Kevlar chaps over his normal work clothes.  His name is Dave Maddux, engineered wood cutter, one of 80 employees of the Tacoma CSC, one of 2,100 employees in all of Weyerhaeuser Building Materials business (WBM).  
Maddux isn’t the only source of noise this wintry morning.  The roar of trucks arriving and departing, the clatter of incoming units being broken down or outgoing orders being constructed, and the shrill beeps of backing-up fork lifts echo across the premises—18 acres of pavement containing an army of shed-wrapped wood products stacked on the ground or in large, green-roofed metal racks, plus an 80,000-square-foot concrete warehouse connected to a smaller, wood-framed office.

Multiply the racket here by 72—the number of Weyerhaeuser CSCs in the United States and Canada—and you get some idea of what’s happening in WBM.  BUSINESS IS BOOMING!  

Why?  The most obvious reason is because WBM serves the red-hot U.S. housing market, which is thrumming along at about 2 million new starts per year, defying all predictions (not to mention the equally incandescent repair-and-remodel market).  
“2004 was a bang-out year for the industry,” admits Scott Garner, Tacoma Area Manager, “but we had to have the infrastructure, products and customer relationships to capitalize.”

Weyerhaeuser’s face to the customer

And that’s the less visible—but equally important— reason for WBM’s success.  WBM and Weyerhaeuser’s broader Residential Wood Products business (RWP)—Trus Joist®, Oriented Strand Board (OSB), Softwood Lumber, Southern Plywood, Western Veneer and Plywood, along with WBM and Residential Market Development—was ready as never before to grab opportunity by the snout.  While millions of Americans were building and improving their homes, Weyerhaeuser was getting its own house in order.

Until recently, WBM and the other RWP businesses were approaching the marketplace somewhat independently.  But since June of last year, when these businesses were pulled together under Lee Alford, senior vice president for Residential Wood Products, they’ve been working in unison to attract more and better business.  
As an example, Trus Joist maintains a staff of __#__ in the Tacoma CSC in what is called the Drafting and Design Organization (DDO).  They take builder blueprints and “value engineer” them to provide builders the least expensive alternative to meet their needs—of course, specifying Weyerhaeuser products wherever possible, products that the CSC then provides.

“As the primary sales and distribution arm for many wood products, WBM is the face of Weyerhaeuser for many customers,” says Dave Still, vice president of WBM.  “We’re literally in the street every day—Los Angeles, Boston, Jacksonville, you name it.  And we’re not waiting for customers to come calling.  Our job is to anticipate customers’ needs.  Customers never asked for oriented strand board.  They asked for a superior building panel.  Customers never asked for an I-beam.  They asked for a quiet floor.”
So how do you find out what new products or services customers might want?  You ask them.  John Harris, market development manager, is part of a team from the Tacoma CSC that makes an annual pilgrimage to the Seattle Home Show.  “We walk the floor and ask everyday people what they want in a home.  The information they provide helps us suggest new products and services to our existing dealers, builders and warehouse partner, as well as potential new customers.”
Stomping out stock-outs
One thing customers like is to find the products they want available on the shelves or in the bins when they need them, i.e., no stock-outs.  Helping a local dealer do a better job of that gained the Tacoma CSC a lot of new business.
As Harris explains:  “Although Dunn Lumber—a local dealer with 11 stores—opened its door in 1926, and although they’d been doing business with our Canadian mills, we’d never had much luck selling them from the CSC level.  About four years ago, we decided to go after their business, so we rented a hotel room in Seattle and invited some of their leaders and sellers in for a presentation that focused on our cedar products from B.C. Coastal.  To be honest, I think they attended out of courtesy, but what they heard impressed them.”
With a cedar program providing the opening, the Tacoma CSC showed Dunn Lumber what else it could do.  Other high-quality value-added products followed:  sanded plywood, engineered wood products, Choicewood® hardwoods, high-grade SPF lumber, composite decking and more, including steel and concrete products.  Just as important was the leverage provided by WBM’s e-business know-how.
“We set up an electronic, auto-replenishment program with Dunn Lumber where we receive nightly reports their stores on sales and remaining inventory of our products,” says Harris.  “If any fall below an agreed-upon minimum, we immediately restock those items for Dunn up to an agreed-upon maximum.”

Mike Dunn, vice president of Dunn Lumber, credits the auto-replenishment program with preventing ugly stock-outs that annoy customers.  He goes on to say:  “Weyerhaeuser has been key in helping Dunn Lumber from a distributing lumber yard with 5,000 SKUs (stock-keeping units) to a yard that relies on distribution and carries up to 28,000 SKUs.  These additional, value-added products have been critical to our success with repair-and-remodel contractors, who represent 75 percent of our business.”

All of this has propelled the Tacoma CSC’s business with Dunn Lumber from basically zero four years ago to $11 million in 2005.

Fueled by that good old entrepreneurial spirit
Going after Dunn Lumber is an example of what Gardner calls the “entrepreneurial spirit” of WBM, by which he means not only a confident assertiveness in seeking new and more profitable business, but large dollops of flexibility and innovation.  For example, the CSC worked out an arrangement with The Home Depot whereby Tacoma trucks orders for The Home Depot’s store in The Dalles, Ore., to the chain’s distribution center in Kent, Wash.  The Home Depot’s own trucks then cart the load the rest of the way to The Dalles.  

Another example:  One of Tacoma’s customers was having trouble supplying its Tacoma yard with cut-to-size Trus Joist I-beams from its distribution center in Everett, Wash.  Tacoma offered to help supply the customer’s Tacoma yard, but it was on allocation (i.e., limited supply) from Trus Joist and, by itself, didn’t have enough TJ product to meet the customer’s yard’s needs.  So now, on a temporary basis, the customer ships the TJ I-beams it can spare to the Tacoma CSC where they’re combined with the CSC’s supply to meet the amount ordered.  The Tacoma CSC cuts the beams to size and trucks them to the customer’s yard in Tacoma.  Kind of a funky arrangement, huh?  Or is creative a better word?  At any rate, it works.  The customer gets satisfied and the CSC gets paid.
Taking it to the bottom line
Obviously, 2004 was a banner year for the $40-billion-plus wood products (forest products?) industry.  And WBM got its share and then some with $5.2 billion sales (more than one in five of all Weyerhaeuser sales dollars).  But how about profits?  Well, Weyerhaeuser doesn’t report earnings by individual business, but we can share that they were pretty darned good.  Even so, they don’t tell the whole story of WBM’s value to Weyerhaeuser.  Through its core competencies of customer management, marketing and sales, WBM helps the other Residential Wood Products businesses, as well as those in the industrial segment, earn more.  We’re talking synergy here.

[Lee Alford quote here]

As indicated earlier, WBM’s success isn’t merely the result of a strong market.  WBM is managing inventory much more tightly and turning it over faster (9.6 turns on average in 2004, as compared with 8.3 in 2003).  It’s more effectively management working capital, with “days outstanding” from when a customer is billed to when WBM gets paid down by a day and a half.  That means more money in Weyerhaeuser’s pocket at any given moment.  WBM continues to grow “wallet share” (its percentage of a customer’s business) with those customers with whom it prefers to grow.

Driving safety home
And WBM is making more money safely.  WBM’s recordable incident rate (RIR) has declined steadily over the past decade, from an average of 6 in 1994 to 1.08 last year, giving credence to the likelihood that Weyerhaeuser as a whole can meet its Roadmap goal of an RIR of less than one.  The best part of WBM’s safety performance:  no fatalities.

A visitor to the Tacoma CSC is immediately subjected to a detailed safety briefing on every safety hazard imaginable, including where to form up if an area needs to be evacuated.  All visitors and employees are attired in appropriate safety gear.  Safety messages and results festoon bulletin boards and walls.  But that’s just the start.

Tacoma participates in Weyerhaeuser’s (Wood Products’?) RADAR safety program:  Recognize risks, Assess hazards, Develop safe solutions, take Action, and Report results.  Safety progress and issues are discussed at daily and weekly team meetings, and monthly all-staff meetings.  The CSC even conducts “Customer Safety Education Days” where it shares safet practices with customers.  Gardner says this not only improves everyone’s safety, but it strengthens customer relationships.  
Operations manager Doug Wood is especially proud of one device the CSC has adopted to help prevent ergonomic injuries.  It’s called a “Lumber Buddy” and it not only enables “lumber pickers” to avoid too much bending when building orders, but it provides a safer means of transporting orders by fork lift to the trucks.  It also assists in the special packaging Tacoma offers its customers.  “We arrange the pieces however customers want them for their convenience in unloading and sorting,” says Wood.  “Our level of customer service here is very high.”

Tacoma is just one CSC, of course.  If you want to know what’s going on around the whole system, simply multiply by 72.

Keeping the ball rolling
So what’s ahead for Weyerhaeuser’s building materials business?  How can it get even better?  One avenue of opportunity is to join the four RWP businesses even more closely together, especially in their sales efforts.  Since the first of the year, a pilot program in Weyerhaeuser Canada is doing just that.
The goal is to eliminate multiple Weyerhaeuser organizations pursuing the same customers, sometimes with the same products, but often with different objectives, even competing strategies.  The pilot will create a single Canadian sales and support organization for Residential Wood Products.

According to Hardy Wentzel, the project lead, “We’re taking the best features of our Wood Products sales and marketing groups and incorporating them into the new RWP organization.  This pilot will enable us to grow customer loyalty with target customers in the structural frame market through a single sales organization that is close to the customer, driven by a single strategy, coordinated in its delivery process, and capable of delivering the best returns in the industry.”

If the pilot proves out, expect the model to be applied to U.S. operations.

A happy face
Still is supremely confident of WBM’s ability to continue the progress it’s made over recent years.  “We’ve got the best people and the best products in the industry.  We’re going to continue to focus on our enterprise Weyerhaeuser-branded products—Trus Joist, Structurwood® and Cedar One®—while bringing in new value-added products.”
One of the latter is Lyptus®, Weyerhaeuser’s own line of eucalyptus products—lumber, plywood, flooring, and molding—currently produced in Brazil by partner Aracruz.  Lyptus is an aesthetic knockout and durable to boot.  Chairman, president and CEO Steve Rogel liked the flooring so much he put it in his home.  Already, Weyerhaeuser has a significant Lyptus flooring program and The Home Depot.

“There’s still some resistance in the market,” Still admits, “as is expected with any new and different product.  But we believe the upside is terrific.”

As Gardner says, “Having the Weyerhaeuser name brands and our affiliated brands, such as Dow Corning insulation and Certainteed fiber-cement siding, provides us a powerful punch in the market.”

There’s no question the heydays are here for WBM.  You can feel the excitement at the Tacoma CSC.  To quote old rocker Little Richard, “The joint’s really jumpin’, the cats are goin’ wild.”

Or, as Harris puts it:  “This business, this market, this facility … something’s always happening.  The pace is terrific.  I love it.”
The face of Weyerhaeuser is an eager face.  It’s an enthusiastic face.  It’s a happy face.
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