
RIVER CITY MILLWORK COMPANY

by

Matthew J. Gambee

A Case Study 

Submitted to

The Faculty of The Graduate School

of

The Creighton University

In Partial Fulfillment 

of the Requirements for the Degree of 

Master of Business Administration 

in the

College of Business Administration

Omaha, 1969



ALUMNI MEMORIAL LIBRARY 

Creighton University 

Omaha, Nebraska 68131
306779



It was an early summer afternoon in 1968 that Mr. 

Peter Board, President of River City Millwork Co., a family 

held corporation, sat in his walnut paneled office behind 

his desk and puffed away on his cigar. His thoughts were 

concerned with prospects for the business for the current 

year and the years to come. The past five years had not 

been good to this company, a distributor and fabricator of 

windows, doors and related millwork items. (See Exhibit A). 

The firm, during this period, had suffered from market 

price competition, various inventory problems, inefficient 

shop operations, and questionable purchasing strategies.

While sitting at his desk, Mr. Board recalled that 

very strong price competition over the years had resulted in 

part from the company's policy of handling only those mate

rials known traditionally as millwork items. This policy 

restricted the company from handling a wider range of prod

ucts. He also realized that wood products tended in many 

cases to be more costly than their competing non-wood sub

stitutes. And thus, with the demand for low-cost substitutes 

for wood increasing, the company had found its share of the 

total volume of windows, doors, and interior trim reduced.

His analysis of the inventory problem had indicated 

that the turnover rate of some items was very low. The 

company's turnover rates on inventory for the years 1965»
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1966, and 1967 were 2.48, 2.20 and 2.44, respectively. These 

rates compared unfavorably to an industry turnover rate of 

4.40 reported by similarly operated firms in 1966, according 

to an annual trade survey. He realized that product obso

lescence resulted from such slow turnover. This, in turn, 

required a revaluation of some items since they should not 

be carried on the books at their original purchase price, 

but should be discounted as "non-movers.” Until such items 

are eventually sold, their cost far outweighs their value to 

the firm. There is also a persistent discrepancy in quantity 

available as reported on the "written" records versus the 

actual quantity available and physically present in the 

warehouse. The detection of such errors and the making of 

changes on the written records was not always accomplished. 

Another problem concerned inventory size, which had been 

maintained at a high level in order to get the sales volume 

that the company had achieved over the years. Reduction in 

inventory size has been the subject of numerous suggestions 

from outside advisors. Finally, the lack of organization in 

layout within the warehouse had made location of certain 

items difficult.

He realized that inefficient shop operations prevailed 

because of the distance that men must travel between the mate

rial storage areas and their work areas. Adding to this, the 

men, as craftsmen tended to add a little extra "touches" to 

their work that showed quality, but did not necessarily add
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extra dollars to the company’s profit margin. Mr. Board also 

knew that the shop operation, a ’’job-shop" process, by its 

very nature, had precluded accurate estimating for quotation 

purposes.

With regards to purchasing, the practice of telling 

customers that items were available when, in fact, they were 

not, had led to many unprofitable purchases. To obtain 

material for temporary out-of-stock items, the firm was 

forced to merely trade dollars in order to satisfy the 

"promise" made. In stocking new lines, the decision had 

not always taken into account all contingencies and on 

occasion the results appeared to have been made in a vacuum. 

One of the most serious problems developing in the purchasing 

area was the fact that the "American Corporation's" window, 

the company’s sales leader, had not been contributing a 

proper margin to profit.

Mr. Board, however, felt that the present operations 

were now beginning to show signs of moving towards a profit

able position.^ The company had accomplished certain changes

^This feel for the company's progress was to be borne 
out by the June 30th Interim Financial Statement which, in 
comparison with the previous four years' operating statements 
at the same date, showed every indication of good progress:

Operating
Income

Year Or (Loss)i 9 r m v s m
1967 ( 27,357)
1966 ( 29,057)
1965 ( 34,720)
1964 ( 32,002)

Non-Operating
Income

Cor Expenses) 
¥ 3,272 
( 979)

37 8 
5,821 
5,351

Net 
Income 

Or (toss) 
C* 7,596)'
( 28,336) 
( 28,679) 
( 28,899) 
( 26,651)
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in its operation over the past few years, based on the idea 

of performing only the best known tasks and on profitability. 

It took a hard look at its resources— and had reduced the 

number of employees, products, and operations, as well as 

the number of customers and markets previously served. Des

pite the performance of the past five years, he was optimis

tic about the future. His reasoning for this was based on 

the following:

1) The company had been supplying windows, doors 

and related millwork to the ’'custom" segment of the housing 

industry. These materials have to be modified somewhat from 

standard and the company has the facilities and the "know

how" for doing this.

2) The channel of distribution had been changed so 

that the lumber dealer is now the only customer. As a dis

tributor, River City Millwork does not now have the financing 

problems, the contractor relationship problems, nor the 

varied stock problems that resulted from trying to satisfy 

the "builder-contractor" customer of the past, and

3) The company has the human resources and spe

cialized talents in all technical and managerial phases 

necessary for making the company a success.

With this in mind, Mr. Board felt that it was now 

time to decide on strategies that would take into account 

the existing opportunities. He thought that now was the 

time to examine these various opportunities with an eye to 

determining their potentials for company use.
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"Though some would claim that I am running a firm in 

a survival period because of previous years' losses, this 

does not fit my thinking and the situation as it exists 

today," he said to himself. (See Exhibits B through F). 

"Granted profitability, there are opportunities that will 

be available. The selection of which way the company should 

go will be difficult."

Before considering alternatives, Mr. Board knew 

that there would be competing requests for the funds that 

a profit would produce. He knew that he would have to 

consider the five stockholders who, since 1963» had not 

received a dividend, as well as the employees who had not 

been getting annual pay raises, nor annual bonuses, as had 

been the case in the pre-1960 years. He also knew that the 

loans against the firm's life insurance policies must be
p

settled.

2
The need for working capital back in 1966 neces

sitated the tapping of the cash surrender value of life 
insurance in the amount of $55*988. This again was done 
in 1967 for $6,151 and in 1968 for $6,375» The policies 
tapped were those owned and paid for by the company on 
certain officers and key employees. The company is the 
beneficiary of these policies. This means of financing 
current operations was chosen in May of 1966 because the 
bank from which the company had a line of credit had 
requested monthly payments of $5,000, plus interest, to 
reduce the amount of $185*000 owed at the time. Another 
reason for using the cash surrender value of life insur
ance policies was that the interest rates on the insurance 
loans were at 5 and 6 percent, much lower than any other 
available financing rate. The final reason for borrowing 
against the life insurance policies was that the company 
did not want to contract a means of financing that would 
restrict its operations.
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Assuming that additional funds would be available 

after taking care of the above mentioned demands, Mr. Board 

now thought about alternatives for his company.

He had, for example, been investigating the various 

aspects of "component11 housing. The construction industry 

has called it by other names such as: prefabricated, shell, 

unitized, and package construction. In considering such 

an idea, Mr. Board was thinking of assembling wall units 

(including: the frame, insulation, exterior siding, inte

rior wallboard or paneled walls, and the window insertions) 

in total, or in part, from factory-made components, rather 

than assembling on site such components for final placement. 

This type of operation would use production-line methods so 

that the total cost of the unit would consist of a higher 

percentage of material cost— and less labor. The component, 

built in sections, would be transported to prepared founda

tions for final assembling.

In 1967, he noted that the homebuilding industry in 

the United States had produced 18,000 homes in this manner. 

The reasons given for the relatively slow growth of this 

style of home construction included problems of local 

building codes, of the reduction in the need for local 

construction labor when such units were shipped in from 

another locale, and of transportation difficulties that 

such large units create.
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As a component manufacturer, Mr. Board realized that 

the competition would be keen. Residential components are 

nov/ being supplied by national lumber companies, such as: 

Weyerhauser, Boise-Cascade, Georgia Pacific, and U.S.

Plywood; by national steel companies, such as: U.S. Steel 

Corporation, Inland-Ryerson Steel, and Jones & Laughlin; 

and by some local building material manufacturers and 

lumber dealers.

The Battle Report, a research project conducted by 

the Battle Memorial Institute, Columbus, Ohio, and sponsored 

by the Building and Construction Trades Department of the 

AFL-CIO had estimated the future for préfabrication in the 

construction industry as of 1975* This study took into 

consideration anticipated improvements in materials, methods, 

design and equipment technology; possible political, social, 

and economic forces; and other relevant factors that would 

influence the entire construction industry. The report did 

not predict any major scientific breakthroughs; however, it 

did project a sizeable growth in the art of préfabrication 

based on existing known factors. Seven factors believed 

most significant by the report were: labor cost; material 

cost; land cost; construction activity; packaging costs; 

availability of labor; and transportation costs.

Under labor costs, wages are expected to rise at a 

fairly rapid rate to 1979» Unskilled labor costs are fore

casted to increase by some 66 percent for the decade, while
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skilled labor is estimated to grow by about 57 percent.

(The range within the skilled trades vías found to be as 

high as 90 percent and as low as 40 percent).

Material costs are estimated to increase by 14 per

cent for the period. According to the report, this compares 

favorably to the anticipated adjustment for cost of living 

over the same period.

Land costs were found to rise by roughly 37 percent 

during the decade to 1975»

New construction activity is scheduled to increase 

by about 47 percent by 1975» Residential construction is 

seen to have an annual growth rate of 4.3 percent or a total 

demand equal to 2.2 million units annually, by 1975.

The projection of packaging costs was difficult 

because of irregular fluctuations in packaging prices over 

the historical period under consideration (1955 to 1965). 

However, since 1961, a trend seems to have developed. This 

trend, projected to 1975> estimated packaging costs to 

increase by 1.7 percent.

The availability of labor was not answered quanti

tatively in the report. Overall, there would appear to be 

an adequate supply of labor, potentially available. But, 

will this supply have the necessary skills required for 

préfabrication? The report hedged, by assuming that the 

overall supply of labor should be sufficient to meet the 

demands of the construction industry and that present
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training programs should be adequate to overcome any shortage 

of skilled workers.

With respect to transportation costs, an increase of 

20 percent for the decade is anticipated.

This report suggests that préfabrication will advance 

in an evolutionary, not a revolutionary, manner. However, 

the constraints of public acceptance, based on tradition, 

as well as problems inherent in the construction industry, 

will have to be overcome. The technology for meeting the 

demands of the market is available, the construction industry 

is presently using such means, and préfabrication is more 

advanced than most realize.

Mr. Board continued his speculation and wondered 

whether his company could "gradually" move in this direction. 

"The custom house market that is our present "bread and 

butter" market is geared for those in the middle income 

bracket and above. These segments of our society are 

looking for a larger, better home. The main factors that 

influence people's buying decision include: financing, 

location, space and livability, eye appeal, maintenance 

and operation, as well as the materials used. The overall 

cost is a consideration of the home buyer. This company 

presently does not offer products for the lower-level 

income groups nor the housing that caters to them— multi

family dwellings. If the decision is made to go into 

component housing, the company must find products that can 

be assembled into components so that costs can be reduced.
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Some of the products and processes that offer cost advantages 

are: 1) plastic-coated paneling, 2) pre-papered wallboard, 

3) plastic-clad window frames, 4) vinyl exterior wall cover

ing, and 5) new application methods like no-air painting and 

radiation curing." (The latter processes are the result of 

technology which forces paint through the applicator gun by 

a pressure mechanism without air, and that cures wood by 

radiation rather than in the former manner.)

Mr. Board knew that it was up to him to stay abreast 

of the advances and changes that were taking place in the 

building industry. The soaring sixties, he noted, did not 

produce a boom in housing, especially in single-family 

dwellings, but it does seem likely that after the present 

apartment boom levels out, the need for more single-family 

units will develop. Could the design and taste that are 

acceptable to apartment dwellers, who will then become the 

home builders, be the clue? The key to apartment living 

is "leisure-oriented." Is this to continue?

"The government is ever increasing its influence by 

prodding urban centers to upgrade the blighted areas. Have 

we any resources to offer this particular segment of the 

market? Or better, could we develop some? Our background 

is almost exclusively in wood and wood-related products. It 

is apparent that this will have to be modified. Vinyl 

coated materials are proving themselves and have cost
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reduction features over the long run. We have some of these 

materials in our stock."

"The trend seems to he to develop obsolescence in 

the construction of dwellings and this goes against our 

present policy of long lasting quality. But it does appear 

that we must continue, at least for the time being, to sell 

what we are now selling, and in the way we are selling it. 

The competitive nature of the market would require us to 

operate on a very low profit margin if we were to offer 

our present products in competition with those firms which 

now supply the materials for low income housing, multi

family dwelling, and commercial and institutional con

struction. We cannot do this. Mixing a 'Cadillac' dis

tributorship with a 'Volkswagen' or a 'Chevrolet' dis

tributorship would not be good either. We have learned 

from past experience that cheaper and some non-wood prod

ucts have not sold well when we added them to our product 

line."

"It appears to me that there are opportunities 

available. But I am perplexed as to the company's approach. 

My thoughts lead me back to this component housing oppor

tunity because of what I know about our company. I kind 

of like the idea. I must, however, get Victor Sellers' 

thinking as well as others in the company before I go any 

further."
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The day had not been going well for Sales Manager, 

Victor Sellers. The phone had been ringing with complaints 

and requests for prices. "These stock-outs are killing us," 

he said to himself, and then looked through the maze of 

paperwork on his desk and started to work his "in-box."

In it, there was a note from Pete to see him. The note 

read: "See me tomorrow in the conference room at 2 P.M.

Have your long range thinking cap on. Want to discuss 

things further down the road." Signed: Pete.

Vic said to himself, "This sure i s n ’t the day to be 

getting one of those kind of memos. I wonder what it's all 

about and what ideas have been generating in Pete's mind."

As high school friends, Vic knew Pete well and, 

having worked with him and under him for the past eighteen 

years, he knew what kind of manager Pete was. Both of them 

started with the company in 1950, Pete as administrative 

manager, and Vic as an outstate salesman. In 1964 they 

both.acquired their present positions, Pete as President 

and Vic as Sales Manager.

Together they had been fighting the problems of the 

current "buyers" market that homebuilding suppliers had been 

faced with in the area.

"Back in more prosperous days, the competition 

wasn't as keen. The coming of the metal window in the late 

4 0 's, and early 5 0 's, really changed things. This type of 

window now has about a dozen and a half suppliers competing
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with only six wood, window suppliers. The window segment 

of our line is our leader and, therefore, our whole line 

of products, as well as the business, has suffered as the 

result of this type of competition."

"Price is another factor in our competition. The 

price consciousness that has developed in our area since the 

late ZfO's was due primarily to one building material supplier. 

He introduced a cut-price philosophy to the builder-con

tractors in this market and over the years has forced all 

other material suppliers to modify their trade discounts.

Since price became the key determinant in the buying decision 

for materials, there has resulted in our market, volume con

struction of low quality, small size, standard, "look-alike" 

houses. Price competition has also resulted in the elimi

nation of many good builder-contractors from the local 

industry, and in their place less-experienced personnel took 

over. Thus the local market for the type of house that 

could support our firm's price structure was reduced sub

stantially. In order to try to stay in business the trade 

discounts given to builder-contractors were increased. Our 

attempts to increase sales by carrying a greater variety 

of building products or by entering the commercial markets 

of the building industry also failed to achieve any great 

success."

As Victor Sellers often stated: "The pie is just 

so big and if the number of cut-rate distributors and



dealers increase, our portion of the market becomes a much 

smaller piece."

Victor thought about the meeting and could not help 

hoping that Pete would just concentrate on mailing the present 

operation profitable. Vic thought he knew the abilities of 

his sales force and felt that even in the present market the 

distribution of millwork by the firm could be profitable if 

improvements were effected in its warehousing operations.

The thought of making any major marketing changes or taking 

on any new markets was not the way to go as far as he was 

concerned. He would rather make sure the company made a 

profit just selling windows, doors and interior trim to the 

single-family housing segment of the home building market.

He could not see that increased sales volume was the answer 

to the company's problems. The high cost of materials, a 

lack of good inventory control, the failure to make price 

changes promptly, were to his way of thinking the basic 

causes for the poor showing. Vic felt that the firm should 

become more efficient in its present activities before any 

new venture should be seriously considered.

The meeting between Peter Board and Victor Sellers 

took place as scheduled in the firm's conference room. Peter 

started the discussion by stating:

"I've been thinking about other activities that the 

company could possibly get into in the near future. Several 

ideas came to mind and I wanted to check them with you in

14
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order to see what your thinking is. Personally, I feel 

confident that our present operation will be profitable 

fairly soon and I want to build on this. We have both been 

reading that housing start projections suggest an increase 

in the market for the next few years. We know that our 

particular market is limited because of the types and costs 

of the products we offer. I'd like to broaden our product 

line. My thinking is that if we start now acquiring addi

tional products like outside wall siding and various inside 

wall coverings, that will fit within our present product 

line, and that also can be assembled later into prefab or 

component wall units, we will have the needed products for 

component assembling. This type of operation is a challenge 

that I think we can accept, and really succeed at. Now 

that I've made my pitch, what is your thinking, Vic?"

Vic replied, "Well, Pete, my thoughts on what we 

should be doing over the next few years hasn't changed 

basically for some time. You know that we must acquire 

additional capital before any new venture can be taken on.

You know what a poor showing we've made during the last 

five years. I'm still of the opinion that we should 

become profitable at what we're now doing, pay off our 

debt and make arrangements for a new building which would 

help us towards even greater profitability. (See Exhibit F). 

This is what we told the Board of Directors we would do. It 

is less expansive than what, I gather, you want from your
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opening statement. But as a goal it has a better chance of 

attainment. I know, Pete, you would like to grow and become 

much larger than we are now and much larger than we were a 

few years ago, when we had about twice as many people 

working for us. At that time, we failed to coordinate our 

production and marketing functions into a profitable opera

tion. This gives me cause to wonder about our basic manage

ment abilities. To come up with new ideas for the next five 

years is great. I think we each can express something that 

sounds worthwhile, but to actually get an idea implemented 

so that it becomes a profitable one is another proposition. 

Our record seems to be against us in this. My idea, however, 

requires us to become more efficient and profitable in our 

present activities, so that we will be able to obtain finan

cial help in order to convert our old buildings into an up- 

to-date modern facility. Current cost figures for a ware

house that would provide 15>000 square feet of space, to 

match what we presently operate in, run from $10.38 to 

$12.69 per square foot, depending on the wall type you 

choose, for a one-story, steel-frame, concrete-block build

ing. These cost figures are 1967 Boeckh ones" (Boeckh 

Building Valuation Manual, published by the Boeckh Division 

of the American Appraisal Company, Milwaukee, Wisconsin).

"The site of any new structure also needs to be dis

cussed sometime. I'm of the opinion that we should relocate
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in the western part of the city and you have suggested that 

we should rebuild on our present site."

"I am not ignoring your idea of component housing, 

but from my point of view it is more long range in nature 

than the time period you have indicated. We would defi

nitely need a new facility for such an operation. But, 

until we can get internally-generated funds from profitable 

operations, we cannot hope to get outside money for such 

expansion. A new plant, however, would allow us to operate 

more efficiently. We could incorporate new labor-saving 

equipment with better warehousing methods."

Peter Board replied: "Your position is the first 

stage of my goal. You seem to think, however, that it will 

take a much longer time than I do, to take advantage of new 

opportunities in the building field. It seems to me that 

we d o n 11 have any disagreement in our thinking that the 

company is on a profitable course . . . "

Vic interrupts: "Wait a minute, Pete, my thinking 

on profitability definitely is tied up with the inventory 

count at the end of the year. You know that our interim 

financial reports are based on estimates of our material 

costs for a given period. We do not cost out our invoices 

and therefore our interim financial reports are only as 

good as the inventory figures which, in turn, determine 

the material costs."
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Peter interrupted: "We will, however, have a better 

idea this year, because of our mid-year inventory count at 

the end of June. The window section and raw material sec

tion physical counts show that we have made money the last 

three months. Since we have passed on all price increases 

as soon as we were informed of them, I don't believe that the 

other items in our inventory will produce any unusual defi

cits for this year. I grant you that the inventory count is 

important but since we have been putting lots of emphasis on 

controlling it, the likelihood of a profit this year is good. 

If you agree, then our next problem is determining what it 

will take to acquire the various resources needed to make a 

component housing operation a reality at River City Mill- 

work. "

Vic replied: "Do you know what resources are going 

to be necessary, Pete? Do you know the costs involved in 

acquiring them? Do you expect to have them acquired within 

the next five years? Your planning better be step-by-step 

and very solid. I think that we will be doing good to get 

a new structure started during the period about which we 

are talking."

Pete concluded: "Well, Vic, I can see that we are 

still at odds. I'll do some more investigating into some 

of the points that you brought out in this discussion. I'm 

also going to talk to others about this. I do want to meet 

the challenge of what I foresee as big changes coming in
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the housing construction industry. That is, I want to take 

advantage of technological and innovative methods that the 

industry is starting to apply. Thanks for your time, Vic."

Vic: "Pete, I think we should allow our major 

suppliers the task of developing the products and of 

developing the technological and innovative changes that 

the building industry needs. They have the resources that 

are required to conduct proper research that determines 

these product changes. We should continue to function only 

within the same market as we have been doing. Let me know 

how you make out with the others."

Later that same week Peter Board asked Ohmar Michaels, 

office administrator, to confer with him on the subject of 

the future of River City Millwork. The meeting, like that 

with Victor Sellers, was to be held in the Company's con

ference room.

In conversation with Victor Sellers, Michaels had 

learned of the topic of the Board-Sellers meeting that week. 

The sudden request to confer did not leave him completely 

unprepared.

Peter Board started the discussion by repeating many 

of the same thoughts he had expressed in his opening remarks 

to Sellers. He stated that since things looked good for a 

profitable year, he wanted to start considering other activi

ties which might be added in the future. He didn't want the
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company to miss any opportunities in the coming years, 

which by all indications were going to put the home 

building industry back in the forefront of an expanding 

economy.

"The industry was hit hard two years ago," said 

Board, "because of the constraints that monetary policies 

in 1966 placed on the economy. Now that there is a better 

balance between fiscal and monetary policies being fore

casted, the build-up in demand for new housing will gener

ate new ideas and new ways for profitable construction."

He continued by stating that "our specialized market 

of single-family dwellings can be expanded. New products 

should be acquired that would complement the ones presently 

held so that component, prefab, or unitized construction 

could be attempted. The company should go slow at first by 

developing small assembly areas that would produce, for 

example, components for vacation homes. The second step 

would be to improve these components by producing different 

styles and models so that greater variety could be offered. 

After the vacation house, component sections for small 

homes could be put together and then different styles and 

models would be added to this line. Eventually, the company 

would have the experience and know how to get into larger 

component home building. With this background, then low 

income housing also is an area in which the company could 

be a participant. Finally, the world market would be
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available on the premise that foreign countries still want 

American made goods or want American companies to invest in 

their economies. What do you think of all these ideas,

Ohmar?"

Ohmar Michaels waited a minute to gather his thoughts. 

He did not attack the Board idea but wanted to present what 

he thought to be the necessary goals and objectives in the 

near future, if profitability was to be attained.

"Mr. Board," he replied, "our main problem is the 

upgrading of the work we are now presently doing. Over the 

past five years we have been narrowing our operation. We 

have now reached a stage at which our tasks are manageable 

and show promise of being profitable. There is, however, 

within the operation certain tasks that need to be per

formed more effectively. One of these concerns making 

changes in our price guide. Last year this function of 

noting price increases and passing them on to our customers 

was not performed very well. We have absorbed many supplier 

increases for too long a period of time and our cost of 

material for last year reflected this. The inflationary 

cycle that we have been and will be in, demands that we 

develop a better system of changing our price guide so 

that we can pass on any increase immediately and thus gain 

profit from items that were on hand at the time that the 

increase took place."
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"I would like you, Mr. Board, to spend some time on 

developing a way that this guide can be updated as quickly 

and inexpensively as possible. The people assigned to the 

task should be given a better system to work with. I would 

think that our trade associations could help us by supplying 

certain information or that we could ask fellow distributors 

how they go about this task. Perhaps our major suppliers 

could be encouraged to print some basic format so that all 

their customers could easily convert this to their own 

system."

"Another problem is inventory control. There is 

further need to improve the ways that we coordinate the 

written record with the physical situation. We have made 

some progress in this area, but record keeping should be 

more accurate, timely and better organized. If we add 

any more items to our line, further problems in this area 

will arise. By management's direction the people who are 

responsible for these tasks should be encouraged to improve 

their operations."

"Developing improvements in our present operation 

should be foremost in your thinking. We need long-range 

thinking or goals, but with some of the handicaps that our 

physical structure and unbalanced workloads have placed 

upon us, we need realistic appraisal of the present so 

that there will be a future for us."
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"Ohmar, your criticism is constructive and I will 

make an effort to think and to act upon it," replied Mr. 

Board. "But my meeting with you this afternoon is intended 

to be more long-range and to think about new activities.

If you will, the need to determine the resources that will 

allow us to continue into the future. Can we grow by 

increasing our market? Will the big companies who control 

the basic building products, on through fabricating them, 

continue to make inroads into the home construction indus

try? In other words, is the market structure that now 

exists in for a change? If it does change, will this 

company have a place in it?"

Ohmar replied: "I would like to be able to develop 

an operation that would increase our market. What this 

operation should be, I presently do not know. Simply adding 

new items to our inventory isn't the answer. Only items 

that are compatible with the high quality products that we 

now stock should be considered for additions to our line.

We have become quite specialized over the period of the past 

three years that I've been with the company. This special

ization has reduced the number of people we need. Any new 

tasks might require different types of personnel. My vision 

for the future is clouded by the conventional way our local 

construction industry is presently producing the individual 

family dwelling. To get involved with large tract builders, 

vacation homes and even apartment construction doesn't seem
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gear up for a construction boom in any one of these areas, 

what combination of products and new technologies do we 

use? In order to move in this direction, our present build

ings would have to give way to a one-floor operation. We 

would need some kind of design contribution so that if we 

produced components, they would have market appeal. The 

development of a component housing market for this company 

is indeed interesting. However, this would mean getting 

back into fabricating, and to a greater degree than we ever 

had been in the past. Vie know from recent experience that 

the ability of the company to control, to really manage a 

production area has been questionable. New talent would be 

necessary and this investment might not pay off. There 

certainly are risks, but the ability to overcome the risks 

is questionable. I'm back to confessing that I really don't 

know. That the way we presently operate will last indefi

nitely, is certainly in question. That we become more of 

a fabricator, seems also to be questionable since we lack 

many of the talents necessary for its success."

"A suggestion for possible consideration might be the 

enlarging of our direct shipment sales. We are now doing 

this for the American Window portion of our line and for 

formica cabinets. Perhaps we should attempt to enlarge the 

number of products that we handle this way. What I'm sug

gesting is that we coordinate various products so that we
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can request drop shipment from manufacturers and thus become 

known more as a quality product distributor, rather than 

just a quality millwork distributor. With regard to the 

windows, perhaps we could coordinate the shades, shutters 

or blinds that go with them? With regard to the cabinets, 

maybe we could handle the other built-ins that go with them 

like the stoves, refrigerators, disposals, dishwashers, 

sinks, etc. As for the large trim orders, perhaps we could 

make arrangements for the prepapered or painted wallboard 

along with the paneling we now handle."

"Well, Ohmar," Peter said, "I do thank you for your 

ideas and suggestions as to future happenings. Considera

tion will be given to the recommendations you put forth and 

to the reservations that you indicated. I know it's getting 

late and that both of us have work to get done so I'll close 

the meeting. Thank you for your time and thoughts."

Peter Board had one more adviser with whom to talk.

He wanted to get the ideas of the latest addition to the 

company's management team, Paul Meyers. Paul, as Plant 

Manager, had been hired by the firm in January of 1967 with 

experience as a former employee of The American Corporation, 

and also as a former employee of one of the company's local 

competitors.

The message that Paul Meyers was wanted in the office 

came over the loud speaker as Paul was looking over his work
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schedule and a series of problems which faced him. First, 

he was trying to determine how many window parts would have 

to be run that day since the next car from American Cor

poration would not arrive until the following week. He 

also had the problem that some sections of moulding, in 

birch, probably would not make it until the next car came 

in. Further, he had noted that ten doors which had arrived 

by truck the day before from the Mutual Company were not 

the size that had been ordered. Finally, the pressure of 

an order promised for delivery that afternoon, was another 

concern and one of the salesmen had called twice during the 

morning to see how progress was coming along on it. This 

type of day was normal for Paul and he made some mental 

notes as to the disposition of the various challenges and 

went to answer the call from the front office.

On finding out that Peter Board was the one who had 

made the request, Paul stopped by Peter's office to see what 

was wanted of him, and a meeting was arranged in the con

ference room for the next afternoon.

The meeting took place as scheduled and Peter Board 

opened the discussion in the same way that he had in the 

meetings with Victor Sellers and Ohmar Michaels.

He told Paul of his desire to determine the feasi

bility of getting into component homebuilding. He asked 

Paul what ideas he had on this subject as well as on future 

operations for the company.
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Paul replied: "Well, Mr. Board, one outstanding 

opportunity, it appears to me, is in the area of service.

We have seen that our own customers have not been willing 

to pay the price for highly skilled finishing work. Our 

labor force has been changed substantially from one that 

was craftsman-oriented to one that is more adaptable to 

various tasks. From a work group that could spend the 

necessary time in getting a piece of wood cut and shaped 

to the precise satisfaction of artisan standards to one 

which must assemble pre-cut materials by pre-determined 

methods and timed processes. The conversion of our crafts

men from a philosophy of work determined by their personal 

standards to one that must be determined more and more by 

company's standards has resulted in idle equipment. It is 

my suggestions to make this equipment available to the con

tractor-builder who is buying his material through our 

dealers. That is, I would like to allow these contractor- 

builders to send their carpenters down here, to use our 

various pieces of specialized equipment in order to make 

the distinctive millwork that the home buyer does want.

These carpenters, coming from a given job, have a better 

knowledge of the particulars that are required. They are 

often on the job site waiting for special millwork and other 

items which have to be modified at the site. Since I have 

been doing a little moonlighting on weekends as a carpenter, 

I noticed that there is definitely an opportunity for some
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company like ours to allow a builder to send his own men to 

us to use, on a rental basis, machinery which is not avail

able on the job.”

"I believe that most of the upper shop could easily 

be made available for such a service. The equipment there 

needs little rearranging for proper supervision on our part. 

The hand tools and other portable items could be stored in 

some kind of caged area. However, the shop would have to 

be free of material. I think one man could supervise the 

stores function, checking in and out the equipment, and 

keeping the time so that the customer could be properly 

charged for the service and materials used."

"The drawbacks that I see in this proposal are, 

first, the idea of the service. Is it really marketable? 

Would contractor-builders really send their carpenters to 

us? Another problem is the balancing of our own require

ments against the ease by which the carpenter can come and 

go. This problem is basically one of control over the 

service: what records, methods, pre-arrangements and 

other requirements will be needed? The contractor-builder 

is a very independent person and the ease by which he can 

take advantage of such a service is paramount. The final 

problem concerns determining the charges for such a service. 

Is there to be a flat rate charge per piece of equipment 

for a given hour? Or is the charge to be determined in 

some other way?"



29

"Well, Mr. Board, that is the essence of my proposal. 

I think it has real possibilities and would prove to be bene

ficial to our company. The resources are available and I 

don't see much investment needed on our part."

Mr. Board replied: "I am very much impressed by the 

original thinking that this idea indicates. It definitely 

has possibilities and offers an avenue that my own thoughts 

had not considered. Also, such a service would occupy the 

space that any prefab, unitized, or component operation 

would need. Since this does present an alternative to my 

own suggestion for the future, there is no need, as I see 

it, to take the time now to discuss it further."

"I will let you go now and we can both get back to 

our present problems. I'll be calling upon you later for 

another meeting in which you, Vic and Ohmar will be able 

to discuss further the ideas that have been generated from 

these get-togethers. Thanks, Paul."

Because part of the remaining summer months were 

taken up by vacation periods and by the normal increased 

activity of the business, Peter Board did not take further 

time to consult with his three advisers. He had thought at 

various times during the summer about what had been said and 

had assigned labels to each of the proposals. In the case 

of Victor Sellers' proposals, he assigned the topics: "New 

Building" and "Vendor R & D." Ohmar Michaels' suggestions,
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he called: "Administrative" and "Complementary Products." 

In considering Paul Meyers’ thoughts, he used the title: 

"New Service." Together with his own idea of "Component 

Assembling," he now had six topics for further considera

tion. All certainly had some merit. He knew that addi

tional study and discussion was necessary so that the pros 

and cons of each could be better known.

As September was nearing an end, Board decided 

that it was time to hold another meeting so that he could 

begin to consider priorities for the suggestions that his 

three aides had given him. To allow Sellers, Michaels, and 

Meyers an opportunity to reappraise the topics, Peter sent 

out a memorandum informing them of a meeting to be held on 

October 8th, at 3:00 p.m. This would give them about two 

weeks to develop their ideas for further discussion.

The day, October 8th, was a typical midwestern 

autumn day. The weather over the past sixty days had been 

very good for construction. The preceding months of August 

and September had shown monthly sales volumes that ranked 

high on a comparative basis. Only the years 1962, 1963 

and 1964 had produced better sales for the same period.

With the weather and business both being good, Peter Board 

was in high spirits as he met with Sellers, Michaels, and 

Meyers.

Peter opened the meeting with a few short intro

ductory remarks. He stated that he had given their various
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suggestions for the future of the company careful thought.

He informed them that he had given their ideas certain 

titles and proceeded to enumerate them: New Building,

Vendor R & D, Administrative, Complementary Products, New 

Service and Component Assembling. He briefly explained 

what he understood these terms to mean within the framework 

of the conversations that he had held with each of them.

He then turned to Victor Sellers to get the discussion 

going.

Vic began his remarks by stating that he wanted to 

see the reality of a profitable operation for a few years 

before any really fundamental change was made in the way 

the firm operated. "I'm basically conservative as you 

know, Pete, and I think the selling of millwork to lumber 

dealers must prove profitable before any change is made to 

expand our operation or to increase our market. Presently 

we are seeing rapid price advances and our attention should 

be focused on making sure we don't get caught absorbing 

them, as we have in the past. The price guide covering the 

Mutual items and the moulding section should get prompt 

attention. I need not go into my position on the make-up 

of that. You are all well aware that I'm for a more 

quickly produced, less expensive, and better organized 

price book."

Michaels interrupted to make a point about the price 

guide problem. He indicated that this year's work on the
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publication of the guide was too late to change now. The 

new additions to it, that had been taken on back in March, 

were going to be mailed out in the next few days, and 

changes in other sections, except for the American window 

section, would follow in 60-to-90 days. He stated: "I 

must urge a positive program of action to improve this vital 

piece of information. Presently, this and the control of 

inventory will determine the success of the present and 

succeeding years. We have to pass on these price increases 

more to our advantage than we have been doing in the past.

If not, we w o n ’t have to consider the possibility of a new 

building, a new service, new products, or a component 

housing operation. My suggestion is that the make-up of 

the price guide, and better inventory control, be the main 

concerns of this firm for the next few years so that profits 

will be available to finance the suggestions that have been 

made, or new ones that might be developed in this meeting."

Victor Sellers broke into the conversation by 

stating that he wanted to see improvement in the things 

that they were doing now. "There is a good possibility that 

we will have a ten percent increase in warehouse sales this 

year. If we can maintain the same increase in 1969, this 

facility will be over-taxed. Therefore, I would like to 

see Paul work on better means for handling our materials in 

the warehouse. The location of materials also should be 

improved so that anyone can find where things are. And
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finally, there should be a constant stress on controlling 

errors and damages."

Paul Meyers entered into the conversation: "There 

has been progress made in organizing like materials in the 

same locations and those locations have been well marked.

We are also working on the other problem areas as time and 

personnel permit. Our buildings, and the quantities ordered 

by our customers, prevent us from using machine-handling 

equipment in most phases of moving our outgoing materials.

We are now looking into the feasibility of unloading material 

by forklift truck for certain items but first some flooring 

improvements must be made. Due to the fact that errors can 

occur at so many points, their control cannot be exclusively 

the problem of the men who handle the materials. However,

I will make a determined effort to encourage the men to be 

more conscious of the possibility of errors as well as 

taking more care in handling the material. With regard to 

these problems, I hope to hire a man who will take care of 

damaged materials, seeing to their repair, and also checking 

the stock to see to it that "robbed" items are replaced. We 

have found so many times during the peak months that the 

order-filler will dismantle various window units for the 

desired part ordered when the part is not available, but no 

one ever gets the part returned to make the unit complete 

again. In the past this has been winter work which is



34

obviously not timely when the units are needed during the 

peak months."

"Also, this same man could be the one who would 

supervise the stores task of the service activity I had 

proposed to Pete in an earlier meeting. In talking with 

Victor and Ohmar about this, the one big question of 

marketability comes up again and again. Have you found 

any interest in it, Victor?"

"Paul, I personally haven't asked around, nor have 

any of the salesmen probed the contractors about your idea.

At this stage, I think we should present our own view points 

on it and try to determine if we want to do it. Later, 

after giving it more thought, we could start making inquiries 

of prospective customers."

Peter interrupted: "In my conversation with Paul on 

this service activity, it was brought out that marketability, 

our control over the service, and cost to the customer, were 

three problems that would have to be resolved. Do any of 

you see any other problems involved with the idea?"

Ohmar spoke up: "What about the need for such a 

service? I realize we now have some machinery sitting idle 

for long periods of time because of the cutbacks in our 

shop. But won't our own people want to use this machinery 

and possibly at the same time you propose that these car

penters would want to use it? Also, if this machinery is 

sitting around completely idle now, would it not be better
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for us to sell it and use the additional room to set up our 

assembly areas more efficiently or have more warehousing 

space available?"

Victor Sellers again entered the conversation:

"While on the topic of ’New Service,' I would like to 

enlarge the word ’Service’ to 'Services.' I would like 

some ideas about a service to obtain better information on 

local construction activity. At present all we have to use 

for forecasting future business is information on a national 

level or selected market area. We have no local industry 

agency, nor do any of the building material suppliers go to 

the trouble of keeping statistical information that we need 

for future planning. Perhaps we should get into the field 

of obtaining such information and then charge for the dis

semination of it."

"At present our information is obtained by asking 

people: 'How do things look?' And all you get is a general

reply: 'It looks like a good year; —  about the same as last

year; —  not good.' And to come up with a forecast, you have 

to put these 'feelings' into numbers— of dollars; of jobs 

you'll get; of percentage change." (See Exhibit G).

"With regards to the complementary products idea, I 

think that the topic of Vendor R & D closely aligns with it. 

This whole area of consideration offers, in my opinion, the 

best way for future growth. Our resources are limited; and 

if we do replace the present facilities, the main directions
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we can grow are: 1) through the efficiency that a new 

building would give us in allowing us to move larger 

amounts of inventory; 2) as the result of the improvements 

that our suppliers make in their products; and 3) by adding 

other complementary products to our line. I say this 

because these other suggestions of developing new services, 

or new operations such as the assembling of components are 

very complex and I question the company's capability to 

accomplish them profitably. With about 42 percent of our 

work force deaf-mutes, the communication problem grows as 

tasks become more complicated. Since their understanding 

is more difficult to accomplish, we must try to keep things 

as simple as possible. The instructions we give, the forms 

we use, the reasons given, must all get across to these 

employees."

"But, Victor," Paul interrupted, "the higher the 

risks we take, the bigger should be our return. This whole 

industry lacks imagination. That's why it's sick! There 

should be an opportunity to take advantage of a plant site 

production of housing units. The biggest road blocks to 

this are: 1) the building trades refusal to accept indus

trialization, and 2) antiquated building codes. Our efforts 

should be channeled to get this thinking changed. Yes, I 

think we have to play it safe the next couple of years, but 

we must get something going in the industrialization or 

automation of housing units."
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"One of the real problems affecting housing today 

is costs. Wages in the building trades have increased 50 

percent in the last decade and 20 percent in the last five 

years. These increases are substantial when matched against 

the cost-of-living increases of 18.5 percent and 7.3 percent 

for the same periods. Furthermore, the national construction 

labor pool, estimated at less than three million workers, 

loses members at a rate of ten percent annually due to death, 

retirement, or change in occupation. In 1967 this loss 

totaled over 280,000 craftsmen and apprenticeship programs 

replaced less than 20,000 of them. This labor force short

age together with increased demand for housing has boosted 

costs drastically. A house purchased in 1951 for $10,000 

cannot be built today for less than $18,500. With labor 

costs up 85 percent since 1951» and land costs increasing 

about 300 percent in the same time span, today's house has 

22 percent of its value in the land itself, and the buyer 

is getting less and less house for his money."

"This is why I think we cannot be just a warehouse 

operation passing on our costs. We have to be progressive. 

Think new, take a risk. If we don't have the right people 

for the challenge, then we should start looking around for 

the kind of people who will meet it."

Peter Board interrupted by saying: "We are running 

over the time that I allotted for this meeting, but it has 

been put to good use. I do think that we have to take the
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position that this company must find, within the next five 

years, something different to offer its present market. I 

think that most of the signs for the future lead us to 

expect change, and at a more accelerated pace. As Victor 

has often said: 'We must do what we know how to do best,' 

and I would like to enlarge our 'know-how. ' There will be 

problems but I think we are capable of solving them. I 

don't want to see this company come to an end. We have 

long time customers and employees to whom we owe a future. 

Profitable operations over the next few years should give 

us the confidence that we need and the support from finan

cial institutions to back us in whatever venture we choose 

to take."

Michaels spoke up: "Before this meeting comes to 

an end, there is one other suggestion that I would like to 

make. I must say, however, that credit for the suggestion 

goes to Victor. When you, Pete, made known that the year- 

end physical inventory would be taken on December 31» Victor 

commented on the date and our conversation led to a sug

gestion that you change the date of our year-end closing 

from December 31 to February 28."

"The best reason for the change would be that our 

inventory would be at its lowest volume and dollar amount 

in February. Second, we would have our two lowest volume 

months at the end of the year instead of at the beginning. 

This should give us a better psychological effect when
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starting off the new year. Third, it would come at a better 

time for all of us. The end of February is less hectic than 

the period between the holidays. Everyone involved in 

planning and taking the inventory should be able to do a 

better job. Another reason would be that the v/eather would 

be more favorable. Usually it's much colder in December 

than February. Also, the men would have time to get the 

warehouse in better shape for an efficient and more accurate 

count. The reasons for not changing include: the problem 

of adjustment for one of the years involved. Another is 

that March might be a bad time for our auditors. A third 

reason is the weather. Is it that much warmer in February? 

In addition, our salesmen are pretty busy at this time 

getting out estimates for new housing starts. They might 

not be able to help us with the count. Finally, closing 

down for one or two days in February would reduce our sales 

volume even more than usual for that month."

"It is a proposal, however, that we would like to 

see you place before the Board of Directors."

After a somewhat lengthy pause, Peter Board finally 

spoke up: "If there are no further views or statements to 

be made by you, at this time, I would like to close the 

meeting. I want to thank you for your candid opinions and 

I will take what you have said under advisement."

All left the meeting. Peter Board returned to 

his office, sat down at his green-oak desk and again
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mulled over in his mind the question of River City Millwork's 

future.

ADDENDUM

(The writer includes the following information so 

that the reader may he informed as to the outcome of the 

1968 operation.)

Mr. Board, in planning for 1969» had been encouraged 

by national reports that indicated a very large pent-up 

demand for single-family homes. Many of these forecasts 

stated that 1969 was to be as good as the last good year—  

1962, for this segment of the building industry, and to Mr. 

Board's thinking this was a good omen, because River City 

Millwork's last good year had also been 1962. Reasons 

given for such a prediction on the national level were that 

housing inventories were at an all time low, family formation, 

was reaching a 1.2 million level, annually, interest rates 

would not be going down but more than likely would be going 

even higher, and finally a strong selling job done by the 

industry, of a home as a hedge against inflation.

With this in mind, together with the optimistic 

appraisal he had already made of the 1968 operation, Mr.

Board was pleased that he had already made a few changes in 

the product mix for 1969, and had increased the first quar

ter purchases of materials by fourteen percent over that of 

the same quarter of the preceding year. This was done to
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take advantage of guaranteed prices from major suppliers 

through the first months of the new year and to stock up 

for a forecasted sales increase of ten percent for 1969*

The audit report for 1968 was made available to Mr. Board 

in the middle of February 1969 and indicated that the past 

year had produced a net operating profit of $10,804 on 

sales of $1,076,894» (See Exhibit H ) .

Analysis of the 1968 Audit Report by Mr. Board 

showed that a ten percent increase in sales over the last 

year, combined with a reduction of material costs of one 

percent and a five percent reduction in the other catego

rized expenses had produced the profit. His study of the 

material cost reduction indicated that much of the low-value 

and even no-value stock of the last couple of years had been 

sold, and at a good price. Thus, the special arrangements 

made to move obsolete inventory did prove to be helpful. 

Further decreases made in the trade discount percentage 

throughout the year were also beneficial. This was done 

in order to protect the company's gross margin because of 

its own inability to get the "list price" changed as often 

as price increases were received from suppliers. This 

method of raising the gross margin, within selected product 

areas, and some "list price" changes, where price fluctu

ations were not so rapid, all contributed to the lower 1968 

material cost figure.
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With regards to the other categorized expenses, his 

analysis showed that tasks were performed with fewer people 

and this was the major contributor to the reduction in these 

expenses. Along with the payroll expense reductions, real 

estate taxes were down, advertising and catalog expenses 

were lower, accounts written off as uncollectible were sub

stantially reduced, and the total depreciation expense for 

the year was lower than that for the preceding year.

Some of these reductions in expenses will not be 

able to be continued on through the new year. There seems 

very little likelihood that payroll costs can be reduced 

much further. Also, the real estate tax expense will be 

higher in 1969 because of a special credit that was applied 

against the 1968 tax. Thus Mr. Board considered that further 

reductions in the material cost area and the forecasted 

increase in sales volume to be the keys for success in 1969. 

Attention would be focused on these two items and any 

changes in economic conditions that affect either one 

would require prompt adjustment by the firm, if success 

was to be assured.

With regards to the single-family housing segment of 

the building industry, his awareness of the urgent need to 

improve living conditions in the community made him wonder 

if some of the company's energy should not be devoted to 

encouraging home ownership which would in turn contribute 

to a responsible, community-conscious, and stable population.
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The sales force relationship with architects, 1-vho design 

and plan the community, should also he emphasized because 

of the advantages that would accrue to the firm. The year 

1969 with its political, economic, social and weather 

uncertainties will make for an interesting challenge.



EXHIBIT A

"Millwork includes such items as sash (frames holding 

panes of glass), doors, interior and exterior trim, door and 

window frames, cabinets, paneling, staircases, wardrobes, 

mantels, and all other items of woodwork needed for the 

finishing of a house, office, or store building."^

River City Millwork, a company established in 1 8 % ,  

at various times during its history has operated by the 

above definition as a complete millwork firm, dealing in 

wood-made products. But as profits in the fifties turned 

to losses in the sixties, 1963 through 1967, five consecu

tive years of net losses, the firm stopped producing certain 

uneconomical products such as wood cabinets, wardrobes and 

mantels. It has become more of a warehouse operation than 

a fabricator of millwork items. It buys the sash and makes 

its own medium price window, the RICIM. It is the dis

tributor for a national wholesale manufacturer of windows,

The American Corporation. The "American11 brand of windows 

carries seven models with various combination of sizes and 

styles within each model. This range of window products is 

considered to be quality and is high-priced. The assembly

■^Alf Dahl and J. Douglas Wilson, Cabinetmaking 
and Millwork (Chicago: American Technical 'Society,'T 9 5 9 ) , ppT̂ rẑ r
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of these window units is necessary when the customer orders 

the units set-up. The doors, staircases and mantels are 

likewise handled on a warehouse basis and are purchased 

from another national manufacturer, The Mutual Company. 

Mutual's line also is considered quality, high-priced 

millwork. A medium priced range of cabinets, doors and 

stair parts are secured from other plants who specialize 

in these items. Interior and exterior trim is purchased 

from softwood and hardwood manufacturers or from lumber 

brokers. Paneling, both solid and plywood veneer, is 

also handled.

River City Millwork over the past five years has 

moved out of the commercial market because of its inability 

to compete and has specialized in the single, family dwelling 

of the home building construction industry in the State of 

Nebraska, Western Iowa, Northwestern Missouri, and South

eastern South Dakota.



EXHIBIT B

RIVER CITY MILLWORK COMPANY 

FINANCIAL STATEMENTS 

For the Period 

1950 to 1954 Inclusive

Balance Sheets p. 47
(in dollars)

Statements of Income & Earned Surplus p. 48
(in dollars)

Statements of Income p. 50
(by percentages)
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BALANCE SHEETS

DECEMBER 31, 1950-1954 INCLUSIVE

1950 1951 1952 1953 1954
ASSETS
Cash $107,034 $112,632 $197,968 $135,218 $118,477
Accts. Rec. (net) 200,766 152,862 184,605 160,722 204,993
U.S. Gov. Securities 163,141 44,753 - -

Fed. Income Tax refund — — - — _

Inventory 226,398 248,073 219,750 296,298 260,414
Total Current Assets 597,339 558,320 602,323 592,238 583,884

Cash Value Life Ins. 45,707 48,706 51,399 55,049 57,747
Plant & Equip, (net) 129,591 125,811 132,489 151,776 143,029
Deferred 43,767 6,906 6,741 7,290 6,409
Other 6,246 8,279 4,076 6,924 6,717

Total Assets $783,259 $748,022 $787,028 $813,277 $797,786

LIABILITIES AND STOCKHOLDERS EQUITY 
Notes Payable $ $ $ $ $
Accounts Payable 22,186 11,363 16,050 19,238 15,366
Accruals 3,064 2,290 1,508 1,214 1,199

9,757Provision for Income Tax 95,895 46,845 £9,220 50,040
Total Cur. Liab. 121,145 60,498 76,778 70,492 26,322

Long-Term Debt 1,769 — - — —
Stockholders Equity: 
Common Stock 84,465 84,465 84,465 84,465 84,465
Surplus 575,880 603,059 635,785 658,319 686,999
Less: Treasury Stock - - - - -

Total Liabilities $783,259 $748,022 $797,028 $813,277 $797,786
& Equity



STATEMENTS OF INCOME AND EARNED SURPLUS
FOR YEARS ENDING DECEMBER 31, 1950-54 INCLUSIVE

1950 1951 1952 1953 1954
Sales
Less:

S i,228,727 S I,136,961 S I,109,309 S I,139,594 S i,186,037
Cost of Material 690,273 698,772 662,979 708,282 734,585

Cost of Direct Labor
& Overhead 108,947 110,222 99,221 101,051 109,000

Gross Profit 429,507 327,967 347,109 330,261 342,452
Plant Expense 
Delivery Expense )

62,545 71,229 64,060 61,206 64,965
Selling Expense ) 
Administration Expense )

148,862 137,781 139,220 149,507 141,494
Depreciation Expense 10,283 10,911 11,160 12,885 13,745
Total Expenses 221,690 219,921 214,440 223,598 220,204
Operating Profit 207,817 108,046 132,669 106,663 122,248
Other Income 14,273 11,289 9,575 11,838 12,621
Other Expense 21,582 15,920 16,242 11,303 12,263
Net Income Before Taxes 200,509 103,415 126,002 107,198 122,606
Federal Income Tax 95,816 42,450 59,490 50,878 60,140
Net Income (Loss) S 104,693 S 60,965 S 66,512 $ 56.320 S 62,466



STATEMENTS OF INCOME AND EARNED SURPLUS— Continued

1950 1951 1952 1953 1954

Retained Earnings, 
Beginning 

Net Income (loss) 
Dividends 
Liquidation of 

Investment Co.
Life Insurance Proceeds 
Excess Cash Value of 

Life Ins.
Investment Credit 

to Stockholder 
Investment Credit 

to Company

304,973
104,693
33,786

373,880
60,963
33,786

603,039
66,512
33,786

635,785
56,320
33,786

658,319
62,466
33,786

-F-VQ

S 575,800 $ 603,059 $ 635,785 » 658,319 $ 686,999Retained Earnings



STATEMENTS OF INCOME AND EARNED SURPLUS
FOR YEARS ENDING DECEMBER 31, 1950-54 INCLUSIVE

1950
%

1951
%

1952
%

1953
%

1954
%

Scilos 100.00 100.00 100.00 100.00 100.00
Less:

Cost of Material 56.18 61.46 59.77 62.15 61.94
Cost of Direct 
Labor & Overhead 8.87 9.69 8.94 8.87 9.19

Gross Profit 34.95 28.85 31.29 28.98 28.87

Plant Expense 5.09 6.26 5.77 5.37 5.48
Delivery Expense ) 
Selling Expense ) 12.11 12.12 12.55 13.12 11.93
Administration Expense ) 
Depreciation Expense . 84 .96 1.01 1.13 1.16
Total Expenses 18.04 19.34 19.33 19.62 18.57

Operating Profit 16.91 9.51 11.96 9.36 10.30

Other Income 1.16 .99 . 86 1.04 1.07
Other Expense 1.76 1.40 1.46 .99 1.03
Net Income Before Taxes 16.31 9.10 11.36 9.41 10.34
Federal Income Tax 7.79 3.74 5.36 4.47 5.07
Net Income (Loss) 8.52 5.36 6.00 4.94 5.27



EXHIBIT C

RIVER CITY MILLWOHK COMPANY 

FINANCIAL STATEMENTS 

For the Period 

1955 to 1959 Inclusive

Balance Sheets p. 52
(in dollars)

Statements of Income & Earned Surplus p. 53
(in dollars)

Statements of Income p. 55
(by percentages)

51



BALANCE SHEETS

DECEMBER 31, 1955-1959 INCLUSIVE

1955 1956 1957 1958 1959

ASSETS
Cash $121,088 $174,419 $147,580 $ 2,934 $101,554
U.S. Govt. Securities - - - - -
Accts. Receiv. (Net) 227,460 112,158 80,645 142,926 146,123
Fed. Income Tax Refund - - - 11,160 -

Inventory 322,209 338,107 287,751 337,559 317,111
Total Current Assets 670,757 624,684 560,570 494,579 564,788

Cash Value Life Ins. 60,706 64,079 67,490 70,809 47,438
Plant & Equip, (net) 148,639 135,059 130,026 124,205 116,162

Deferred 5,325 6,270 3,681 3,315 2,722

Other 8,647 10,796 8,301 6,560 5,153
Total Assets $894,074 $840,888 $770,068 $699,469 $736,263

LIABILITIES AND STOCKHOLDERS EQUITY 
rïotes Payable $ $ $ $ $
Accounts Payable 33,162 60,416 7,165 9,770 8,302
Accruals 1,333 1,877 5,078 5,850 9,632
Provision for Income Tax 61,740 25,920 1,440 - -

Total Cur. Liab. 96,235 88,213 13,683 15,620 17,933
Long-Term Debt - - - - -
Stockholders Equity: 
Common Stock
Surplus 84,465 84,465 84,465 83,475 83,475
Less: Treasury Stock 713,374 668,210 671,920 605,909 675,544

Total Liabilities $894,074 $840,888 $770,068 $699,469 $736,263
& Equity



STATEMENTS OF INCOME AND EARNED SURPLUS
FOR YEARS ENDING DECEMBER 31, 1955-59 INCLUSIVE

1955 1956 1957 1958 1959

Sales
Less:

SI ,271,942 $992,202 $741,758 $727,216 $1,325,711

Cost of Material 
Cost of Direct

797,798 582,593 442,643 456,662 904,543

Labor & Overhead 116,820 112,450 76,491 66,751 119,903
Gross Profit 357,324 297,159 222,624 203,803 301,265
Plant Expense 
Delivery Expense )

70,527 57,314 73,953 65,840

144,489

55,535

Selling Expense ) 154,232 154,526 128,585 169,211
Administration Expense )
Depreciation Expense 15,800 18,949 16,743 17,339 16,672
Total Expenses 240,559 230,789 219,281 227,668 241,418

Operating Profit 116,765 66,370 3,343
2,916

(23,865) 59,847
Other Income 15,395 473 848 994
Other Expense 11,734 18,548 1,085 724 2,330
Net Income Before Taxes 120,426 48,295 5,174 (23,741) 58,511
Federal Income Tax 60,265 2 5 , 8 8 7 1,464 11,137 -

Net Income (Loss) $ 60,161 $ 22,408 $ 3,710 $(12,604) $ 58,511



STATEMENTS OF INCOME AND EARNED SURPLUS— Continued

1955 1956 1957 1958 1959

Retained Earnings, 
Beginning 

Net Income (Loss) 
Dividends 
Liquidation of 

Investment Co.
Life Insurance Proceeds 
Excess Cash Value 

of Life Insurance 
Investment Credit to 

Stockholder 
Investment Credit to 

Company

Retained Earnings

686,999
60,161
33,786

713,374
22 ,408
67,572

668,210 
3,710

671,920
(12,604)

(53,407)

605,909
58,511

11,124

$ 713,374 0668,210 $671,920 $605,909 $675,544



STATEMENTS OF INCOME AND EARNED SURPLUS
FOR YEARS ENDING DECEMBER 31, 1935-59 INCLUSIVE

1955
%

1956
%

1957
%

1958
%

19590//o

Sales
Less:

100.00 100.00 100.00 100.00 100.00

Cost of Material 
Cost of Direct

6 2.72 58.72 59.68 62.80 68.23

Labor & Overhead 9« 19 11.33 10.31 9.18 9.05
Gross Profit 28.09 29.95 30.01 28.02 22.72

Plant Expense
Delivery Expense )

5.55 5.78 9.97 9.05 4.19

Selling Expense ) 
Administration Expense )

12.12 15.57 17.34 19.87 12.76

Depreciation Expense 1.24 1.91 2.25 2.38 1.26
Total Expenses 18.91 23.26 29.56 31.30 18.21

Operating Profit 9.18 6.69 .45 (3.28) 4.51

Other Income 1.21 .05 .39 .12 .07
Other Expense .92 1.87 .15 .10 .17
Net Income Before Taxes 9.47 4.87 .69 (3.26) 4.41
Federal Income Tax 4.74 2.61 .19 (1.53)
Net Income (Loss) 4.73 2.26 ......-¿o. (1.73) 4.41



EXHIBIT D

RIVER CITY MILLWORK COMPANY 

FINANCIAL STATEMENTS 

For the Period 

I960 to 1964 Inclusive

Balance Sheets
(in dollars)

Statements of Income & Earned Surplus 
(in dollars)

Statements of Income 
(by percentages)

P. 57 

P. 58 

p. 60

56



BALANCE SHEETS
DECEMBER 31, 1960-1964 INCLUSIVE

I960 1961 1962 1963 1964

ASSETS
Cash $ 9,298 $ 32,866 $ 4,424 $ 24,253 $ 11,529
U.S. Govt, Securities — - - - -
Accts. Rec. (net) 229,021 158,855 145,077 154,661 154,670
Fed. Income Tax refund - — - - -
Inventory 294,605 337,846 486,030 433,307 355,989

Total Current Assets 532,924 529,567 635,531 612,221 522,188
Cash Value Life Ins. 50,116 51,985 55,555 58,325 61,648
Plant & Equip, (net) 112,334 107,305 107,456 108,393 104,504
Deferred 6,765 9,881 8,477 7,255 6,413
Other 17,869 7,165 6,986 4,073 7,266

Total Assets $720,008 $705,907 $814,005 $790,267 $702,019

LIABILITIES AND STOCKHOLDERS EQUITY 
Notes Payable $ $ 13,500 $ 14,400 $ 16,200 $ 99,000
Accounts Payable 8,540 41,090 12,518 15,391 9,930
Accruals 13,533 11,312 12,585 18,400 8,600
Provision for Income Tax - - - - -

Total Current Liab. 22,084 65,902 169,103 195,791 117,530
Long-Term Debt - - - - -
Stockholders Equity: 
Common Stock 83,475 83,475 83,475 83,475 83,475
Surplus 655,138 597,219 602,116 551,690 541,703
Less: Treasury Stock (40,689) (40,689) (40,689) (40,689) (40,689)

Total Liabilities $720,008 $705,907 $814,005 $790,267 $702,019
8c Equity



STATEMENTS OF INCOME AND EARNED SURPLUS
FOR YEARS ENDING DECEMBER 31, 1960-64 INCLUSIVE

I960 1961 1962 1963 1964

Sales 11,145,629 11,282,063 $1,378,182 $1,361,824 $1,210,702
Less:

Cost of Material 753,591 889,710 905,246 934,844 793,912
Cost of Direct Labor
& Overhead 94,831 120,309 121,624 99,114 71,638

Gross Profit 297,207 272,044 351,312 327,866 345,152
Plant Expense 71,962 80,191 98,910 108,508 54,898
Delivery Expense ) 
Selling Expense ) 167,438 190,564 222,886 237,722

87,595
112,576

Administration Expense ) 
Depreciation Expense 17,279 14,892 12,252 11,272

80,138
10,523

Total Expenses 256,679 285,647 334,048 357,502 345,680
Operating Profit 40,528 (13,603) 17,264 29,636 (528)
Other Income 4,332 4,145 945 1,052 1,479
Other Expense 6,756 12,386 12,369 15,194 12,524
Net Income Before Taxes 38,104 (21,844) 5,840 (43,778) (11,573)
Federal Income Tax - — — —

Net Income (Loss) $ 38,104 $ (21,844) $ 5,840 $ (43,778) $ (11,573)



STATEMENTS OF INCOME AITO EARNED SURPLUS— Continued

I960 1961 1962 1963 1964

Retained Earnings, 
Beginning 

Net Income (Loss) 
Dividends 
Liquidation of

Investment Company 
Life Insurance Proceeds 
Excess Cash Value 

of Life Insurance 
Investment Credit to 

Stockholder 
Investment Credit to 

Company

Retained Earnings

675,544
38,104
58,510

(943) (641)

1,586

655,138 597,219 
(21,844) 5,840 
36,075

602,116 551,690
(43,778) (11,573)

6,007

vnM0

$ 655,138 8 597,219 8 602,116 8 551,690 8 541,703



STATEMENTS OF INCOME AND EARNED SURPLUS
FOR YEARS ENDING DECEMBER 31, 1960-64 INCLUSIVE

I960
%

1961
%

1962
%

1963
%

1964
%

Sales
Less:

100.00 100.00 100.00 100.00 100.00

Cost of Material 
Cost of Direct

63.78 69.40 65.68 68.65 65.57

Labor & Overhead 8.28 9.38 8.83 7.2 8 5.92
Gross Profit 25.94 21.22 25.49 24.07 28.51
Plant Expense
Delivery Expense )

6.28 6.26 7.18 7.97 4.53

Selling Expense ) 
Administration Expense )

14.61 14*86 16.17 17.45 23.15

Depreciation Expense 1.51 1.16 .89 .83 .87
Total Expenses 22.40 22.28 24.24 26.25 28.55

Operating Profit 3.54 (1.06) 1.25 (2.18) (.04)

Other Income .38 .32 .07 .08 .12
Other Expense ♦ 59 .97 .90 1.12 1.03
Net Income Before Taxes 
Federal Income Tax

3.33 (1.71) .42 (3.22) (.95)

Net Income (Loss) 3.35 (1.71) .42 (3.22) (.95)



EXHIBIT E

RIVER CITY MILLWORK COMPANY 

FINANCIAL STATEMENTS 

For the Period 

1965 to 1967 Inclusive

Balance Sheets
(in dollars)

Statements of Income & Earned Surplus 
(in dollars)

Statements of Income 
(by percentages)

P* 62 

p. 63 

p. 65

61



BALANCE SHEETS

DECEMBER 31, 1965-1967 INCLUSIVE

1965 1966 1967

ASSETS
Cash $ 32,686 $ 14,458 $ 2,258
Accts. Receiv. (net) 203,398 152,114 130,590
Inventory 346,037 330,620 264,331

Total Current Assets 582,121 497,192 397,179
Cash Value Life Ins. (net) 65,372 13,647 10,842

Plant & Equip. (Net) 110,296 109,984 103,436

Deferred 4,687 5,682 5,939
Other 758 854 102

Total Assets 1763,234 $627,359 $517,498

LIABILITIES AND STOCKHOLDERS EQUITY
Notes Payable 1157,500 $112,500 $ 63,000
Accounts Payable 45,706 18,713 36,500
Accruals 15,410 13,230 9,411

Total Current Liab. 218,616 144,443 108,911
Long-Term Debt 
Stockholders Equity:

- - -

Common Stock 83,475 83,475 83,475
Surplus 501,832 440,130 365,801
Less: Treasury Stock (40,689) (40,689) (40,689)

Total Liabilities $763,234 $627,359 $517,498
& Equity



STATEMENTS OF INCOME AND EARNED SURPLUS
FOR YEARS ENDING DECEMBER 31, 1965-67 INCLUSIVE

1965 1966 1967

Sales
Less:

S I,214,621 SI,057,193 S 981,511
Cost of Material 
Cost of Direct

829,405 692,789 704,837
Labor & Overhead 92,236 105,251 66,709

Gross Profit 292,987 259,153 209,965
Plant Expense 35,603 35,293 35,493
Delivery Expense 84,092 67,792 53,842
Selling Expense 113,215 96,513 89,166
Administration Expense 83,703 82,643 69,894
Depreciation Expense 10,504 10,415 9,29,3
Total Expenses 327,117 292,656 257,688
Operating Profit (34,130) (33,503) (47,723)
Other Income 1,874 1,115 2,230
Other Expense 7,61? 29,314 28,836
Net Income Before Taxes 
Federal Income Tax

(39,871) (61,702) (74,329)

Net Income (Loss) S (39,871) S (61,702) s (74,329)



STATEMENTS OF INCOME AND EARNED SURPLUS— Continued

1965 1966 1967

Retained Earnings, 
Beginning 

Net Income (Loss) 
Dividends 
Liquidation of 

Investment Co.
Life Insurance Proceeds 
Excess Cash Value 

of Life Insurance 
Investment Credit to 

Stockholder 
Investment Credit to 

Company

Retained Earnings

541,703 501,832 440,130 
(39,871) (61,702) (74,329)

-p-

$ 501,832 $ 440,130 S 365,801



STATEMENTS OF INCOME AND EARNED SURPLUS
FOR YEARS ENDING DECEMBER 31, 1965-67 INCLUSIVE

1965
%

1966
%

1967
%

Scilos
Less:

100.00 100.00 100.00

Cost of Material 
Cost of Direct

68.29 65.53 71.81

Labor & Overhead 7.59 9.96 6.80
Gross Profit 24.12 24.51 21.39
Plant Expense 2.93 3.34 3.62
Delivery Expense 6.93 6.41 5.48
Selling Expense 9.32 9.13 9.08
Administration Expense 6.89 7.82 7.12
Depreciation Expense .86 .98 .95
Total Expenses 26.93 27.68 26.25

Operating Profit (2.81) (3.17) (4.86)

Other Income . 16 .10 .23
Other Expense .63 2.77 2.94
Net Income Before Taxes 
Federal Income Tax

(3 .28) (5.84) (7.57)

Net Income (Loss) (3.28) (5.84) (7.57)

cr>
VJl



EXHIBIT F

Present plant facilities of River City Millwork 

cover a square block in an old industrial section of River 

City. The brick structures are three stories high and are 

divided by a railroad spur track. Built at various times 

ranging from 1886 to 1953» the buildings have outer shells 

of brick or metal (tin sheds). They have a present book 

value of S32>256, cost per book of $162,714 and a I960 

appraisal value of $408,655* The real estate taxes on 

these buildings over the last three years were as follows:

1966 $ 4,827.14
1967 5,404.91
1968 4,313*81

The office portion of the buildings takes up 367-2 square 

feet, the shop areas take up 2,561.0 square feet, and the 

remaining 12,148.8 square feet is left for warehousing. 

There are four elevators to facilitate the movement of 

materials and wooden push carts, similarly used by other 

millwork companies of like operations, are the man-powered 

vehicles upon which the materials are carried about.

See the following pages for description key and 

a layout of physical facilities.
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BUILDING DESCRIPTION

Building 
Number Size

Type of
Construction Occupancy Roof

1

2

2A

3

k

5

6 

7

65'8" x 130'0"

6V0" x 122'0"

65'0" x 123'0"

65'0" x 130*0"

Zf3'0" x 61'6" 
86'0" x 89*0"

132*0" x 130'0" 

52*8" x 128*0"

Bsmt & 3 Story Brick

3 Story Frame Metalclad

1 Story Brick 8c Frame 

3 Story Brick

2 Story Frame Metalclad 
1 Story Brick

3 Story Brick

1 Story Steel Metalclad

Storage, Offices, 
Shipping & 
Glazing

Tar & 
Gravel

Storage Tar 8c 
Gravel

Lumber Storage Tar 8c 
Gravel

Woodworking Shop 
8c Storage

Asphalt

Storage Tar-Papered
Garage Tar 8c 

Gravel
Offices, Storage 
8c Woodworking 
Shop

Asphalt

Lumber Storage Metal
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EXHIBIT G

INFORMATION ON LOCAL CONSTRUCTION ACTIVITY

Demand for Shelter p. 70 

Building Cost per Square Foot p. 71 

Construction Contract Value p. 72

69



DEMAND FOR SHELTER

(units in thousands)

Type of Shelter
Prior Present
Year Year

03 03
One-and-two family homes +>

£ Ö
Multi-family homes 0 13

Mobile homes • •
o o
£3 S

Forecast
Year

Totals

70

No
. 

of
 
un
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BUILDING COSTS PER SQUARE FOOT

(dollars)

Type of Building

Base 
Period 

Per Sq. Ft.

Present 
Period 

Per Sq. Ft.

Commercial CD¡D CD
3

Manufacturing fefl
•H

fco
•H

Educational ¡H
CVS 
i—I iH

Hospital i—1
O iH

O

Housing
Q Q

Total

71



CONSTRUCTION CONTRACT VALUE

(dollars in thousands)

Prior Present Percent Forecast Percent
Year Year of Year of
___________________ Change_______________ Change

Non Residential 
Building

Commercial

Manufacturing

Educational

Hospital/Health

Public

Religious

Recreational

Miscellaneous

Total

CD CD CD
U Sh u
3 3 CQ z i CQ
bO bO CD b o CD

•H • H b o •H bO
«H <+H CÖ CÖ

- p -P
C i C C i Ö

CD CÖ CD
H r—1 o r H O
i—l r H C l r H SM
o O CD O CD

n Q CM Q CM

Residential
Building"

One-and-two -Family 
Homes

Multi-Family Homes 

Other Homes

CD CD CD
C i C i C i
3 ¡3 CQ 3 CQ
bO bO CD bO CD

■H •H bO •H bO
CH M—1 CÖ tu CÖ

-P - p
C i C i Ö C i d
ctf Itf CD rö CD

1—t rH O rH o
H H C i i—1 C l
O o CD o CD

n Q CM n CM

Total 

Grand Total

72



EXHIBIT H

RIVER CITY MILLWOKK COMPANY 

FINANCIAL STATEMENTS 

For the Period

1968

Balance Sheet
(in dollars)

Statements of Income & Earned Surplus 
(in dollars)

Statement of Income
(by percentages)

P- 74 

P. 75 

P. 75
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BALANCE SHEET

DECEMBER 31, 1968

ASSETS

Cash $ 5,691
Accts. Rec. (net) 101,044
Inventory 293,120

Total Current Assets $399,855

Cash Value Life Ins. 6,574

Plant & Equip, (net) 97,976

Deferred 3,044

Other 220

Total Assets $507,669

LIABILITIES AND STOCKHOLDERS EQUITY

Notes Payable $ 20,700
Accounts Payable 57,559
Accruals 10,431

Total Current Liab. $ 88,690

Long-Term Debt —

Stockholders Equity: 
Common Stock 83,475
Retained Earnings 376,193
Less: Treasury Stock (40,689)

Total Liabilities & Equity $507,669
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STATEMENT OF INCOME AND EARNED SURPLUS 
FOR YEAR ENDING DECEMBER 31, 1968

%
Sales 
Less:

$1 ,076,894 100.00

Cost of Material 
Cost of Direct Labor

762,947 70.85

& Overhead 66,538 6.18
Gross Profit 247,409 22.97

Plant Expense 32,113 2.98
Delivery Expense 50,369 4.68
Selling Expense 83,760 7.78
Administration Expense 62,524 5.80
Depreciation Expense 7.839 .73
Total Expenses 236,605 21.97

Operating Profit 10,804 1.00

Other Income 6,634 . 62

Other Expense (7,046) (. 66)
Net Income Before Taxes 10,392 .96

Federal Income Tax —

Net Income (Loss) $ 10,392 . 96

Retained Earnings, Beginning $ 365,801

Net Income (Loss) 10,392

Dividends
Liquidation of Investment Co. 
Life Insurance Proceeds
Excess Cash Value of Life Ins. 
Investment Credit to Stockholder 
Investment Credit to Company
Retained Earnings 1 376,193

75
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