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K R 5,620 39,147 44,767 3,219 305 3,524 8,839 39,452/(0.4) 48,291
k£ FE 33,920 75,551 109,471 1,342 — 1,342 35,262  75,551/(0.9) 110,813
-l 28,984 15,428 44,412 600 — 600 29,584 15,428(0.3) 45,012
Ik B 13,684 63,210 76,894 7,780 — 7,780 21,464 63,210/(0.7) 84,674
g 14,164 38,150 52,314 9,303 5,768 15,071 23,467 43,918/(0.5) 67,385
=3 14,580 104,877 119,457 — — — 14,580  104,877/(1.0) 119,457
B & 31,364 163,547 194,911 — — — 31,364 163,547(1.6) 194,911
& NI L 1,824 3,406 5,230 — — — 1,824 3,406/(0.0) 5,230
"B 2,124 184,461 186,585 2,723 44,569 47,292 4,847 229,030(2.0) 233,877
= IE 728 117,519 118,247 28,130 81,361 109,491 28,858  198,880/(1.9) 227,738
=S| 4,904, 192,227 197,131 53,198 171,965 225,163 58,102  364,192/(3.6) 422,294
#® 2,182 18,516 20,648 — — — 2,132 18,516(0.2) 20,648
N 6,488 254,732 261,220 19,484 11,666 31,150 25,972  266,398/(2.4) 292,370
B & . 10,232 144,239 154,471 106,925 84,826 191,751 117,157  229,065(2.9) 346,222
% =& 1,316 1,213 2,529 — — — 1,316 1,213/(0.0) 2,529
= Iy 584, 4,584 5,168 7,568 4,127 11,695 8,152 8,711'(0.1) 16,863
A& &K 16,004 207,148 223,152 29,122 7,029 36,151 45,126 214,177(2.2) 259,303
BIRE 10,912 163,546 174,458 10,737 19,473 30,210 21,649 183,019(1.7) 204,668

100.0
= 1161,3418859,335 10020,676 614,969 1188,4471803,416 1776,310 10047,782'(84.3)11824,092

g

mOEl —_ — — 1479,264 125 1479,389 1479,264 125 1479,389
AR — — — — 4,642 4,642 — 4,642 4,642
d6 % ? — — — 428,759 295,844 724,603 428,759 295,844 724,603

/N EF ’ — - — 1908,023 300,6112208,634 1908,023  300,611/(15.7)2208,634
! 100.0

# Fh 1161,3418859,335 10020,676 2522,992 1489,058/4012,050 3684,333 10348,393| 14032,726
t | ‘ ,

(5%8) HANIETHM AR, FOERRRERANCX 2.
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#5040 % KR (A) BIOFHHEETHOFKERINC X HARM AT E
| F: g = 4 H7A E=A
{ A gk E M A R E FH ) B jﬁﬁéﬁfd{}‘mﬂlﬁg FH (R
% M|lm | & B % % oH|® M|l & 7 %

[ : | N
| \ 14,686 138,254 152,940 10.4 49,753 31,778 81,531  (3.9)
= Fos — —_ — — 1,368 1,403 2,771 (0.1)
=uoF 13,012 1,453 14,465 1.0 26,488 3,104 29,592 (1.4)
O — 1,228 1,228 0.1] 1,092 249, 1,341 (0.1)
®m H 1,356 46,497 47,853 3.3, 11,072 13,554 24,626  (1.2)
e ‘ — — — — 796l 75 871  (0.0)
& =8 5,820 1,758 7,578 0.5 7,300 421, 7,721 (0.4)
E S 36 818 854, 0.1 956 2,357 3,313 (0.2)
- E N 444 2,017‘ 2,461 0.2 1,096 2,746 3,842 (0.2)

B 108 194] 302 — 6,936, 3,580 10,516, (0.5)
5 OOX 220 356 576 — 336 1,045 1,381 (0.1)
F OB — 219 219 564 502 1,066 (0.1)
WO 644 2,584 3,228 0.2, 17,672 3,159 20,831 (1.0)
=)l — — — — 444 — 444 -
oo A ‘ 56 — 56 —| 7,008‘ — 7,008 (0.3)
W M 748 1,175 1,923 0.1 14,724 9,623 24,347 (1.2)
£ B 55,780 12,377 68,157 4.8 384,336 24,025 408,361 (19.6)
G & 1,104 13,940 15,044 1.0 19,376 1,183 20,559  (1.0)
Lo 6,128 33,592 39,720 2.7‘\ 5,464 1,359, 6,823  (0.3)
X B ‘ 23,400 55,874 79,274 5.4‘ 470,880 80,239 551,119 (26.4)
=1 1 500 3,844 4,344 0.3 13,020 6,788‘ 19,808 (1.0)
A 132 1,823 1,955 0.1 2,556 980 3,536 (0.2)
& I 6,056 10,793 16,849 1.2 61,780 6,245 68,025  (3.3)
w H 200 671 871 0.1 25,636 1,505, 27,141 (1.3)
= B 9,9721 21,921 31,893 2.2 54,264 16,650 70,914  (3.4)
FE L 9,400 36,584 45,984 3.1 5,300 16,718 22,018 (1.1)
= B 960 387 1,347 0.1 26,580 1,978 28,558  (1.4)
OE 7,816 4,807 12,623, 0.9 185,844 10,724 196,568  (9.4)
xR 1,008 9,572 10,580, 0.7 16,156 4,154 20,310  (1.0)
B FE| 13,140 19,617, 32,757, 2.2 43,988, 19,273 63,261  (3.0)
il iy 14,200 15,024 29,224 2.0/ 20,760 2,073 22,833  (1.1)
A =A 11,412 75,904 87,316 6.0 64,512 9,469 73,981 3.5)
15 u} 5,436 6,338 11,774 0.8 21,204 955 22,159 (1.1)
B B 14,128 33,239 47,367 3.2 40,352, 20,709) 61,061  (2.9)
5 R 23,192 95,778 118,970 8.1/ 60,108 21,233 81,341 3.9)
E ) — — — —\ 704 86 790 —
B 348 3,990 4,338: 0.3] 1,324 10,277 11,601 (0.6)
= ! 260 4,532 4,792, 0.3 1,048 4,558 5,606, (0.2)
B H, 2,640 16,005 18,645 1.3 3,532 4,506 8,038  (0.4)
w M 1,256 6,579 7,835 0.5, 4,384 1,049 5,433 (0.2)
x L 6,584 97,842 104, 426; 7.1} 8,524 5,667 14,191 (0.7)
o kF 18,008 120,452 138,460 9.4 9,300 7,164 16,464  (0.8)
= B 1,924 120,942 122,866, 8.4 444 146 590 —_
E I 76 1,135 1,211, 0.1l 264 542 806 —
ECEE. 12,600 26,952 39,552 2.7 19,8%} 3,612 23,508 (1.1)
B s 12,660 120,942 133,602 9.1 7,296 1,488 8,784  (0.4)
. 100.0 (100.0)
=t 297,450 1,168,009 1,465,459 (24.9) 1,726,437  358,951' 2,085,388 (44.7)
| ‘ ‘

*AH RS | 592,680 2,492,630 3,085,310 — 797,609 109,434\ 907,043 e
27 BE 1,074,256 — 1,074,256 — 1,439,872 1,744 1,441,616 —
qr %k 270,649 — 270,649 — 171,164 56,442 227,606 —
A =} 1,937,585 2,492,630 4,430,215 (75.1) 2,408,645 167,620, 2,576,265 (55.3)

! . |
A 2,235,035 3,660,639 5,895,674 (100.0)}‘ 4,135,082! 526,571! 4,661,653§ (100.0)

GEB)  *pHibf LA & 5 ATTE
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Theoretical Studies on Formation of Forest Products Prices. (ILnd Report)
—Studies on the Market Structure of Forest Products in Japan.—

Isamu NOMURA
Résume

Chapter I. The purpose of this research

Up to the present time I have seen few such reports as studied concretely the circulation
of forest products. This paucity of reports may be explained by the fact that studies of
forest economy hitherto have given prominence to the process which is confined to the
phases of wood producing. But if our attention be given to the whole subject of forest
economy from the manufacturing stage through the course of forest products to the consumer,
there arise naturally the important distribution procedures which it is planned to take up
here. Thus in this research I intend first to examine generally and theoretically the
significance about the analysis of the market structure and the theoretical program of this
analysis. More explicitly stated, I wish to make clear the market structure by citing
practical models for charcoal, common-use timber, and pulp-wood.

Chapter II. The significance about the analysis of the market and the theoretical
program of this analysis.

Dr. Keitaro FUKUDA divided the conception of ‘‘market’ into two and gave it these
definitions: one the concrete market, and the other the abstract market. The former comprises
the same places or buildings that we call a market in daily life, and sometimes uunderstood
to mean a mass of people who meet together for business transaction. The latter is the
place where a great many people representing demand and supply exchange their goods
or otherwise trade in them. In other words, it is the place where demand and supply meet.
When we go deeper into the matter of the market structure scientifically we find the former
meaning of the concrete market so narrow that we define market as the latter meaning of
the abstract market. And in such abstract market we can find two functions operating
together. The one is the function of price formation and the other, merchandise distribution.

Now if we lay stress on the one, the market will be the place of price formation, and
if we emphasize and extend the other, it is the organization of merchandise distribution.
For the present the national economy has taken the market scientifically to be the former
meaning, and commercial science has analysed it as the place of circulation. Therefore, to
analyse the market structure, we can think of it as two methods in theory; that is, the
economic method, or the method of commercial science. Then, how should we adjust
practically the approach of these two methods, in analysing the concrete market structure
of forest products? This problem may be based on each study object which the student
wishes to clear up. So it is difficult to find an exclusive right way to approach this problem
in general theoretically. But here, as applying to our object, we will establish our program
as follows.

First we will examine concretely the market structure from the commercial scientific
point of view. Specifically, we set the following four items as analyses of the commercial
sientific standings; and next in this examination we consider it from the economic point of
view.

1. the state of supply and demand movings, as the precondition for merchandise circulation.
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2. the organization of the market which is divided by stages of merchandise circulation,
and types of market.
3. the practical agents in this circulation and their actions.
4. the function of the market and the forms of dealing.
As to the analysis from the economic point of view, we take up the mechanism and
character of price formation in each stage of circulation.
Chapter 1I. Studies on the market structure of charcoal.
I . The market structure of charcoal in our country

The fuel condition has been gradually rehabilitated from its worst state in and after

the second World War, keeping in step with T

. . . Showa
the recovery of our economic condition; and in R o | Sept
Y
September 1949 (24th year of Showa), the cont- }g Eﬁ year | }gig =
rol of coal and coke, and on 15th March in the 16 th I 1941 ‘PELT_ ‘ g
: : 17 th | 1942 A
following year, the control of timber came to 18 th 1943 5[ ;a ! =
an end after a 10-year period of restrictions. 19 tl}: 1944 ~ i 2. [ )
20 t 1945 e —
All three controls were abolished. 0 CAug.t 1 © I =5
. o 21 st 1946 — =
Regarding the condition of charcoal supply 22 nd 1947 |
_ 23 rd 1948
and demand after the 25th year of Showa on %4 th 1940
wards, the first table shows that demand ex- 25 th | 1950
ceeds the supply a little in the 26th year of 26 tg 1951 |
27 t 1952
Showa only. But in other years the supply has 28 th . 1953
: 29 th 1954 |
always been over the demand. This phenomenon %0 th 1955

may be explained by these facts, namely, the —_—
decrease in charcoal demand owing to the sudden price rise of charcoal from the 26th
year onwards, and the utilization of substitute fuels and appliances such as briquettes,

portable oil furnaces, gas furnaces, propanegas, electric heaters etc.

Year (irslu{),%lgo ton) 'éfia;océ‘tg)ﬁi
Showa 25th | 2,002 i 1,967
26th ! 2,131 2,156
27th 2,049 : 2,033
28 th 2,135 ! 1,895

(Reported by Section of Forest-Products, Forestry Agency)

The above gives the outline of charcoal demand and supply. Next, consideration will
be given to the charcoal market in our country.

The important charcoal market centers in our country are these four; Tokyo market,
Yokohama, Nagoya and Osaka markets. The remarkable feature of these markets is that
they are independent of each other and have no competitive relation at all; furthermore,
they have their own unique structure of demand and supply.

The relation between Tokyo and Yokohama market is interesting enough for us to take
up in this place as a concrete example of the foregoing features. Notwithstanding their
adjoining geographical situations, and that the Rokugo river running between Kamata and

Kawasaki serves as a line of demarcation, they have clearly different structures and market
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characteristics; the market price at Yokohama is based on charcoal from Shimane prefecture,
and at Tokyo it is based on charcoal from Iwate prefecture.

When charcoal from Iwate goes to the Yokohama market, its price is always a little
less than the Tokyo market figure, even though it is just the same article in both its kind
and quality. But contrariwise, charcoal from Shimane is a little less in value at Tokyo
than at Yokohama. Thus, charcoal the same in quality has two prices in these two markets,
which in the very phenomenon of ‘‘division of market”’, as ROBINSON said.

Restating this in other words, in these two markets charcoal is dealt in according to
each consumer’s choice for it. Together with this, the supplying prefectures each have been
eagerly improving its respective charcoal quality to suit the consumers’ choice at the spe-
cial market, for a instance, the Yokohama market, and as a result, the higher wall has stood
more and more firmly against the entry of other supplying prefectures. Seeing that the
charcoal market lays strong stress on such phase, the differentiation of the market takes on
the phenomenon of ‘‘differentiation of the product’” as designated by CITAMBERLIN.

Obviously the charcoal market which has this differentiation as seen at the present
time, prevents that charcoal market possessing the character of a complete competitive
market, and moreover, it gives the character of an incomplete competitive market to them.

I have explained the characteristics among markets, taking the two markets of Tokyo
and Yokohama as an instance. But such inquiry may apply to the relation of other markets,
and so it can be said from both standpoints of RoBINSOX’s and CHAMBERLIN’s that the
charcoal market in our country actually possesses the incomplete competitive market
characteristic, when we examine the market in the view of its plane relation.

Since, from the above, we are able to understand our whole charcoal to be the incomplete
competitive market which consists of several dissimilar and independent markets, what
features and structures can each market have? I will endeavor to explain that question and
answer it by takingethe Tokyo market as an example.

IL. Structure of the charcoal market at Tokyo

producer

A VRN
/ AN

o o N
i l the systematic association | ; goods collectors
B - ) N s
! N /
| N
! ) wholesale merchants !
C -
l b
i ! retailer '
D |
! |
| I
1‘ ' consumer
E

Fig. 1 The chief marketing channel of charcoal

A->B is the market at the producing district; (the forwarding to the systematic
association is mostly performed on a consignment sale basis, so here doess not
exist any marketing of the product) B—C—D is the wholesale market. D—E is
the retail market.
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The annual amount of charcoal consumption in Tokyo is about 13,000,000 bales; 60 per-
cent of it comes from Iwate prefecture. The market price of charcoal is determined by the
relation between Iwate the producing district, and Tokyo the consuming district. We might
as well continue the inquiry, always considering Iwate the producing district on the other
side, in deliberating on the mechanism of charcoal circulation at the Tokyo market. The
main course of charcoal circulation at Tokyo is depicted in the diagram below.

Explaining first the wholesale market: this market includes the two stages which are
B—C and C—D. Viewed from the point of price formation, these two processes lead to the
price formation at the wholesale and at the railway ends. The most important stage in the
circulation of charcoal is the wholesale market; especially is this true at B—C. Indeed, it
is market which decides the price at the railway end.

Generally, the character of the wholesale market has in itself a more complete compe-
titive character than any other of our charcoal markets in plane relation. But still there
exists the character of an incomplete competitive market on account of the following two
reasons: one is that the dealing is done on private quotations, and the other is the monopolistic
inclination on the part of wholesale merchants and goods collecters. Therefore, the prices
at railway ends can not but move irregularly on those. The wholesale price is formed by
adding a regular margin of 30 yen a bale on the price at railway ends, this being the profit
of wholesale merchants. Thus the wholesale merchants always have a regular margin with-
out regard to fluctuation of market prices, occasioned entirely by that incomplete compe-
titive character between wholesale merchants and retail merchants.

Next for consideration is the retail market. This is precisely one of those markets
that ROBIXSON called the incomplete competitive market. In this place the price is formed
on the principle of cost. That is to say, each retailer decides the selling price, adding a
regular margin and all expenses (100 yen average, a bale) on the prime cost as it comes
from the wholesale merchants. The reason that such a method of price formation can be
adopted can be traced to the above mentioned incomplete competitive characteristic. And
this characteristic results presumably from the following causes:

1. defective knowledge of consumers
2. the problem of distance; this gives consumers pretty much inconvenience in buying
3. rpersonal combinations grounded on the consumers’ reliance on retailers.

Coming now to the market of producing districts. Here charcoal circulation takes three

forms:

1. the first: the producers themselves sell charcoal

2. the second: the producers sell it through the systematic association
3. the third: the producers sell it through the hands of merchants.

In Iwate the first form comprises the producers who forward for themselves...... the
enterprising charcoal makers...... and most of them are engaged in tne collecting business,
too. Dealing in this form is simple and its amount is not very large. Circulating charcoal
by way of the systematic association, which applies to the second and third forms, cannot
construct the market at producing districts. The collecting and forwarding through mer-
chants in the third form handles the biggest volume in all three forms. In this case the
market can stand, and there producers and broker merchants, especially producers, face
collecting merchants in the relation of sellers and buyers. This market has a somewhat

complicated character, which is, however, apt to become incomplete competitive, too. The
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market between producers and buyers has such aptitude especially, and for the following
reasons:

1. combination based on commercial capital

2. producers’ defective knowledge about this market.

Besides, as producers have less funds than buyers, the market price in this form of
dealing varies, and furthermore, there is certainly the adverse tendency to knock the selling
price down.

Chapter IV Studies on the market structure of timber,

I. The market structure of timber in our country.

The circulation of merchandise goes through the mechanism of demand and supply,
the essential pre-condition for circulation. The amount dealt in from the 24th year of Showa
onwards has been increasing year by year, as is shown in Table 2. And it seems on the
whole that demand is over supply, but this supply quantity includes such necessary stock
as is held to ensure a smocoth supplying process. So we cannot know exactly to what extent
supply exceeds demand. But speaking generally, it would be safe to say that demand and
supply of timber is balanced under the condition of a certain trim price. Viewed from the
angle of timber resources, which is represented in other words by the amount of annual
growth and volume consumed, we find there pretty much over felling. Such over felling is

said to be responsible by half for the recent sudden rising of timber price.

Table 2. Demand and supply of timber by year. *

year o su;;;fggo Koku | 7(16?;&)% Koku
Showa 24 th (1949) | 103,236 ' 80,735
25th (1950) 108,207 88,314
26th (1951) 1 124,071 ; 97,700
27th (1952) | 126,796 101,641
3 ; 106,604

28th (1953) 133,414

(Reported by Section of Forest Products, Forestry Agency)

The foregoing summarize our timber transactions. Next I wish to give an explanation
concerning the timber market in our country. If we center our considerations of the markets
at the consuming places, we should cite the three markets at Tokyo, Osaka and Nagoya.
As to the salient features of these three markets, they are tabulated in order in Table 3.

We can now proceed to the competitive relation among these three markets having such

means

features.
Table 3. Features of the three markets at Tokyo, Osaka and Nagoya
l Tokyo ! Osaka l Nagoya
. — — — —— ,g’ e, R — N [ S S -
Timhker amount [ 14,000,000 log. 6,000,000 log. ) 4,700,000 log.
dealt with. Koku. | Koku. Koku.
T f ds | Apeoer T O
Chiered " | Chefly fumber  Chiefly fumber | Chiefly log.
. . . .. | Comparatively Comparatively - ’ “Comparatively )
Producing district | gistant place. | near place | near place.
‘ Wholesale dealer 60%; = Wholesale dealer 25%;, Wholesale dealer 70%
‘Wholesale agent | Public selling Public selling Public selling
. market  40% market 75% omarket _  30%
Trausportion ! by railway ‘ by ship { by railway
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Now, this relation, it may be well for us to understand, throughly typifies on the whole
the law of indifference, as is verified by the following state of the market.

1. the spreading tendency of the market circle, as is seen in the increasing number of
timber forwarding prefectures to each market.

2. the reducing tendency of price differentiation. In short we may say that the timber
market in our country which cousists of each respective categories of timber market keeps
a stronger inclination that the complete competitive market holds.

This inclination is contrary to the character of our charcoal market, where the law ot
indifference is much checked in its penetration.

The above outlines the whole structure and the main character of the timber market in
our country; so we shall pass on to the vertical structure of the market, taking Tokyo
market as an example.

II. Structure of the timber market at Tokyo

The constructive state of timber circulation at Tokyo follows the diagram in Fig. 2,
and if we take the 28th year of Showa for one iunstance, all arrivals of commoun-use timber
except that for special use, is about 12,000,000 Koku converted in log Koku. Of this, 42
percent or about 5,000,000 Koku, arrives at wholesale stores (700 stores are in the metro-
polis). Of the total, 16 percent or 2,000,000 Koku, goes directly to retail stores (in the Old
City there are 1,300 such stores), and the remaining 42 percent, about 5,000,000 Koku arrives
at the market, to sell. A small quantity of the timber which arrives at both wholesale

stores and the market, is directly sold to consumers, but most is sold to retail stores.

A Pr(;ducer \

!

|

I 12,000,000 Koku

W

Shipper
/TN
/ |\
/42% 16% 42%
| AN
i e N o
C Wholesaler Timber public selling market
N /
AN /
N /
AN /
AN /
| N
D Retailer
|
|
| !
E Consuiner

Fig. 2 The chief marketing channel of timber (common use timber) at Tokyo
We see from the above diagram, the mechanism of timber circulation at Tokyo market
consists of three different steps; the first is A—B comprising the operation of the market
at the producing district, and the second is B—~D which covers the processes of the wholesale
market, and the last is D—E applying to the retail market. Moreover, B—D, the processes
of the wholesale market circulation, is divided into three circulating forms as seen in the

diagram:
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the process through the wholesalers

o

the process through the market transaction

the process of direct forwarding to retailers.

Thus, roughly speaking, the structure of the timber market consists of these three mar-
kets, that is, at the producing districts, the wholesale and the retail centers. But the wholesale
market itself is the one that has the most important function in charcoal price formation;
and I will turn now to a study of this wholesale market exclusively, and continue it into
the retail market and the market at producing districts.

TI. Structure of the wholesale market.

There are three circulating forms in the wholesale market of charcoal, as the foregoing
shows. In these forms, 1 and 2 have larger parts than 3 has, so to facilitate clear explana-
tion, first consideration must be given to 1 and 2 cases. And morever, I shall examine their
relations in the wholesale market, and finally lead my inquiry to the third circulating form,
noting its connection with the former two circulating forms.

As for the wholesale market before World War II, the wholesalers held the supreme
position in it; but after the war their position was encroached upon by the new establish-
ment and development of market sales, the increasing instances of direct dealing between
goods holders and retailers, and the decline in capital of the wholesalers themselves. Thus
their position, formerly supreme and monopolistic, had to yield much of its mighty power
to both goods holders and retailers. Here then happened to arise the new forms based on
the bilateral monopoly in their co-ordinate relation about economic standing. This bilateral
monopoly, theoretically at least, has in itself the unstable price formation factor, which is
indicated in the model of Bowrney and Hrcks. And such price has the possibility of fluc-
tuating according to the skill of both agents when transacting. This change of character
has caused the fluctuation of timber price to stimulate its variable movements more severely
after the war than before.

The above explanation covers the general state of the timber circulating mechanism
through the hands of wholesalers, and the relation between wholesalers and goods holders.
Briefly stated, they make up the character of price formation at railway ends and the
relation between wholesalers and retailers, which is the charater of price formation at the
wholesale stage.

Proceeding now to the public selling market, which is the second circulating form, this
is the new establishment of public selling that gives a fresh character to the process of late
timber circulation.

Public selling is the auction dealing by sellers and buyers, in contrast to the wholesale
dealing by private quotation. So we can regard this market as one closely resembling the
model of a complete market where the law of indifference penetrates thoroughly.

Bearing in mind the relation between the public selling market, which has the above
character, and the wholesale market which depends on the wholesale stores, we may make
the following deducation.

If both markets are weighed from the standpoint of the goods holders, there appears but
one criterion at first; namely, which of the two buys their goods at a higher price than the
other.

Extending the study of the above problem, it is understood that when timber prices are

showing an upward tendecy, it is better to send goods to the public selling market, and
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conversely, when the prices show a downward tendency, it seems better to sell forward to
wholesalers. Yet nobody can make an exact antecedent decision about the concrete price
so as to make public selling become more profitable, in the case of an upward tendency, or
set the line where the selling forward to wholesalers becomes more profrtable, in the case
of a downward tendency. So, at present, it is simply decided by the goods holder’ presump-
tion as to which of these two markets is more suitable for their forwarding. And here
appears the next factor in the appraisal...... the scale of the price fluctuation in those two
markets. The price fluctuation of public selling moves more intensively on the whole.
That is to say, the selling at that price at railway ends is more stable. From this scale of
price fluctuation, however, one cannot always decide which course is better and more
suitable than the other. Decision on this point always depends solely on the goods holders’
choosing. If they regard speculation as the better course they will choose the public selling
market and take advantage of it skilfully. Contrariwise, in the case of their not wishing to
conduct speculative moves, they would choose the stabilized wholesale stores. There is still
the point concerning the capacity of cash settlements as the last standard by which to judge
these two markets. It is said commonly that the public selling market experiences quicker
cash settlements than does the wholesale stores, therefore from this standard the public
market seems to be better than the wholesale.

Next we will look at these markets with the eyes of a retail merchant. As a retailer,
he hopes for the lower price at which to buy goods, in contrast to the goods holders.
Generally speaking, and disregarding price fluctuations, he can surely get timber at a lower
price at the public selling market than at the other.

Consequently, if viewed from the price angle, the public selling market should be
naturally more convenient for retailers. But this market, when considered from the cashing
angle, reveals that promptness of cashing is found to react as a defect of this market, for
the retailers, conversely to the case of goods holders. Thus the comparision of the relz.ltive
merits of these two markets can be done, for practical purposes, from those two standpoints,
that of the goods holders and of the retailers. Each differing judgement in this comparision
can be deduced by their own choice and situations.

The future relation of them in the wholesale market may be settled by the development
and arrangement of both markets, by the changes of the goods holders’ and retailers’ econo-
mic conditions, and by the changes of their inclination to choose.

The above describes the general state of the two markets and their relation to the
wholesale market.

Lastly I have now to explain the third circulating form, that is, the processes from the
good holders directly to the retailers. This circulating form has become conspicuous after
the war, and nowadays it holds 16 percent of the total amount of common-use timber.
Opinion is that the price obtaining here is a little higher than the price at railway ends,
but a little lower than the wholesale price. So this market is more profitable for both the
goods holders and the retailers than the wholesale market or the public selling market in the
matter of price. But this has several defects in it, and we can count the following facts
as such defects. They are that retailers have far less funds than wholesalers or the public
market, and in consequence they cannot afford to receive a large amount of timber at a
time; there is also much risk should depression come; and further, personal combination is

not compact, as only a comparatively short time has elasped since this form began, if we



—114— MERBRIGIIERS 55855

judge it in terms of the wholesale markets existence. Again, if a sudden rising of the price
occurs, this form may take a pretty long time lag before catching up. In such cases public
selling is certainly better than this form.

So the future development of this circulating form will depend upon the extent to which
subjugating the above defects can be accomplished, and it may be made by the movement
which is based on market rationalization to exclude the medium merchants.

IV. Structure and character of the retail market.

The retail market is the market which exists between retailers and usual consumers.
The character of this market is partially monopolistic in the same manner as the charcoal
market. Broadly speaking, we may say that both the charcoal and the timber market have
common characteristics in their retailing mechanism, but if we compare these two, some
differences can be detected. Charcoal is usually a perfect consuming material and is dealt
in by small lots, but timber is a productive material and is dealt in by large lots. In the
case of charcoal the consumers invariably have a purchaser’s basic knowledge of the product,
or if they have not such knowledge they inquire into it always at buying; further, they are
disposed to accept time and distance inconveniences to some extent, we may presume. So
the complete competitive character is considered to be stronger in the timber market than
in the charcoal market.

V. The character and mechanism of the market at producing districts.

The markets in the timber producing districts are generally of two kinds only, and they
are:

1. The material market which stands between the stumpage producers and the sawmillers.
2. The timber market which stands between the sawmillers and the consignment merchants.

Now to explain the former market. At the start of selling stumpage, the stumpage
producers estimate the total volume of stumpage for sale, and multiply this volume by a
presumptive unit cost which is inversely reckoned from the market price. They then decide
therefrom the whole selling value, and enter into the negatiation. The sawmillers, on the
other hand, also estimate its volume for themselves as well as the stumpage producers do,
and they multiply this volume by their own buying price which is made to provide for
(subtracting transporting cost), lumbering cost and a regular margin, from the market price.
Thus they decide the whole buying value, then enter into the negotiation.

The material market described above is roughly regarded as a complete market where
the law of indifference penetrates.

But notwithstanding conditions being so, the personal combination or sawmillers, fettering
control applied to small forest owners with their big commercial relations and similar
influences like this, prevents this market occasionally from having the character of a comp-
lete market. As to the second market that is at the producing district: this market stands
between the sawmillers and the consignment merchants, and seems to have the stronger
character of a complete market than the former has.

Chapter 1v. Studies on the market structure of pulp-wood.

The purpose and analysis method of study is the same as that for charcoal and timber.
But the demand for pulp-wood is the complete derived demand and comes from the paper-
pulp companies which have a comparatively large amount of capital. There are no agents
such as timber wholesale dealers, and no broker and retailer in the marketing channel of

pulp-wood. That is to say, the function, structure, and character of the pulp-wood market
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is different from those markets previously described.

The third chapter in this report deals with the demand and supply of pulp-wood, the
outline of the pulp-wood marketing and the structure of the pulp-wood market in our country.
In the sense that the market without ignoraunce is called an imperfect market, according to
Prgovu, the pulp-wood market may be said to be a perfect market in which the law of
indifference is throughly fulfilled on the whole. But there we study the industrial structure
of the paper-pulp wood industries and find that the market has the character of a monopoly.

In the third chapter we study the problem of monopoly in the industries of our own
days by chronological investigation. Aund it is concluded that the character of the pulp-wood
market is not so monopolistic as the situation of the market which we found to be existing
in about the 8th year of Showa, but that the market has some monopolistic character, and

that it is changing to take on a more monopolistic state.



