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ABSTRACT: In this interview with Jonathan Gerland, Clifford Grum recounts his 
memories of working for the Temple companies from 1968-2000.  He started in 1968 
helping Temple Industries go public and stayed with the company through its merger 
with Time, Inc. and the subsequent spin-off, and then through all of the changes through 
the 1980’s and 1990’s.  He speaks particularly of the financial side of the business, 
touching on land ownership concerns and taxes, Lumberman’s Investment Company, the 
mortgage business, and Temple’s foray into the insurance and Savings and Loan 
businesses.  He also talks about the paper business and how that fit in with the overall 
structure of Time, Inc. and Temple Inland.   
 
Jonathan Gerland (hereafter JG): Today’s date is July 29, 2013. My name is Jonathan 
Gerland and I’m at The History Center today with Mr. Clifford Grum and he is going to 
share with us some of his experiences with the history of the Temple Companies. Mr. 
Grum if it will be okay we will just kind of start in the 1960’s and just kind of wherever 
you would like to start there.  
 
Clifford Grum (hereafter CG):  Okay, I’ll go through the history and some of the 
mergers that Temple Industries went through, but I think it’s a little bit interesting to go 
back in history, that when Temple was primarily a sawmill company they chose to 
diversify horizontally and their concept was to have retail lumber yards. The retail lumber 
yards were primarily in the smaller cities in Texas and the surrounding area. It probably 
did not turn out to be a good decision. One of the things that Arthur Temple had to do 
when he took over the company was cut out the horizontal integration and work on 
vertical integration. That is where they could use every part of the tree and find other 
usages other than just straight lumber, because when you are making lumber you are 
producing both chips and sawdust etc. Well, one of the things Arthur had done when they 
were horizontally integrated, the rumor was that it came at a cocktail party at one of the 
Lumber Dealers Associations, but he came up with this concept that what they really 
needed was a mortgage banking company that could operate in all the small towns. 
Arthur sold a lot of stock that night and that created this company called Lumbermen’s 
Investment Corporation [LIC].  
 
JG:  This is when it is still private?  
 
CG:  It is still a private company.  
 
JG:  Okay.  
 
CG:  Well, that was not a good venture.  
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JG:  LIC?  
 
CG:  LIC as a mortgage banking company in small towns. It became apparent to Arthur 
that the company needed to be recapitalized and made into a typical mortgage banking 
company operating in the metropolitan centers where the mortgages would be more 
readily acceptable to the market. Needless to say when this capital call went out nobody 
participated and Temple Industries ended up with 80% of the company, moved it to 
Austin, brought in Julian Zimmerman, who was the past head of FHA and started 
operating it as the financial arm of Temple Industries. When I came to the company right 
before the public offering in 1968, we were still buying back from lumber yards that had 
gone broke, families with a little bit of interest in the company and we accumulated it 
over a period of years. Finally, with this one later on we did have an agreement that we 
would merge it into Temple Industries and we gave stock to the remaining shareholders. 
One of the interesting things on LIC before I get to Temple-Inland, Arthur Temple had 
this theory that even though he was actively an investor independent of the company, that 
any of the great deals belonged to the company and not to him. And so, when a hotel in 
Austin, Texas went bankrupt and the bank came to Arthur to offer him the chance to buy 
it he declined and let LIC buy it and that became the Austin Crest Hotel that operates 
today in Austin, Texas. It has been a very profitable thing to the company.  
 
JG:  Who owns it now, that hotel, with all the recent changes?  
 
CG:  It is now owned by Forestar.  
 
JG:  Okay.  
 
CG:  It went to Forestar. In 1968 I was working at the Republic National Bank and I was 
a junior loan officer on the Temple Industries account. Arthur hired me to come to be 
financial vice-president of Temple Industries and our objective was to take the company 
public. The stated reason we were taking the company public was to give the Temple 
family liquidity, but when we took the company public very few of the Temple family 
were interested in selling stock. In fact, the company sold some stock and we had to go to 
Mrs. Munz, who was the largest single shareholder because her segment of the family 
going back to Arthur’s grandfather… 
 
JG: Was undivided.  
 
CG:  …was undivided verses the other groups that were divided, so she was the single 
largest shareholder. And she sold some stock and that stock is what turned into the 
Temple Foundation and is thriving today. But Arthur really had another objective in the 
public offering and in the back of his heart he always wanted to be in the paper business 
and he realized he could never get in the paper business with a private company without 
sourcing the public market. And so, Temple Industries went public and it was a semi-
successful event, but we were still a relatively small company at that time. I remember 
when we had our first hundred million dollar revenue achievement and Arthur had taken 
the company, his first diversion was fiberboard, which used chips. He also had organized 
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a small particleboard operation in Pineland which served to allow him to understand the 
particleboard markets. Separate from that the company had made an investment in the 
gypsum business. This company was out in El Paso. It was close to where gypsum ore 
was, that is, there is a lot of gypsum ore in New Mexico. The white sands are really 
gypsum, but unfortunately when you make gypsum wallboard your biggest cost is the 
transportation cost of getting it to the markets and El Paso was not very close to good 
markets. Arthur had moved the company to Irving, Texas. At the same time he had 
acquired a gypsum deposit in Oklahoma and that served to be a much more functional 
company, had a chance to mature.  
 
JG:  So, it was cheaper to move the raw material than the finished product?  
 
CG:  Much cheaper.  
 
JG:  Okay.  
 
CG:  Unfortunately, Arthur felt like other major gypsum companies were trying to take 
advantage of him and they would keep the prices low in Texas and prices high otherwise 
and we were without a vehicle to compete against them. That is when he chose to build 
the second gypsum plant which was being built in West Memphis, Arkansas on the 
Mississippi river. So, if he didn’t like the situation in Texas we could see how they liked 
the situation in Pittsburg and various other facilities that could be located off of the 
Mississippi River and its various distributors.  
 
JG:  Could you use the Mississippi then to transport your product?  
 
CG: We never used the Mississippi.  
 
JG:  All right.  
 
CG:  It’s an interesting story on this facility. We built it with revenue bonds. It had to be 
built under five million dollars. I believe it is the only venture I’ve ever known where our 
underwriter was Stevens Company in Little Rock, which is a huge operation. We had a 
lawyer that was our lawyer, Steven’s lawyer and also represented West Memphis, 
Arkansas, so there was only one lawyer. He was the judge, jury and everything in this. In 
fact when we needed to get an Internal Revenue clearance, he got on the airplane and 
flew up to see the senators and got it done, but anyway, back to this thing. Ted 
Armstrong, who was running Texas Gypsum, which is now Temple Gypsum, put in a 
unique machine. Gypsum was normally made in 4x8 sections and the machines were 
designed for 4 foot gypsum. Ted Armstrong put into that mill the ability to make larger 
gypsum.  
 
JG: Larger panels.  
 
CG:  Larger panels, wider panels.  
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JG:  Wider, okay.  
 
CG:  And later as the housing industry changed and people went from eight foot ceilings 
to ten foot ceilings this was the only gypsum company that could make two panels that 
could lay side by side and make ten foot and that mill had a unique experience having 
several years of being very, very profitable because of that ability. And later Temple 
Industries built two other much bigger facilities that operate today that are very low class 
compared to the rest of the industry. But back to Temple and it’s growth, one of the 
problems Temple had was that it owned about a half million acres of land in East Texas 
and another company owned by Time Incorporated owned a half million acres of land.  
 
JG:  Eastex Pulp and Paper?  
 
CG:  Eastex Pulp and Paper, and Eastex gave Temple all of its saw timber and Temple 
gave Eastex all of its pulp wood and chips. Unfortunately although we were partners, 
both partners felt the other partner was taking advantage of them, and so Eastex was 
always threatening to build a sawmill and Temple always wanted to build a paper mill. In 
fact, we even bought some land up near Wells that was going to be Temple Inland’s 
paper mill and had done some early work on what it might take to do it.  
 
JG:  Would it have used the Neches or the Angelina rivers or both?  
 
CG:  We would use both but mainly the Neches River.  
 
JG:  Okay.  
 
CG:  Now, let me digress a little bit to Time because Time at this time had… 
 
JG:  Talking about Time, Incorporated?  
 
CG:  Time, Incorporated, they had three major divisions. One was a magazine division 
that had just lost its mainstay Life magazine and it still had Time, Sports Illustrated and 
Fortune. It had a book division that was called Little Brown that was doing very well. It 
had gotten into cable television, now cable television when it first came out what it really 
did was go into the local areas and offer them the ability to input broadcast signals from 
metropolitan areas around it. For instance, in Lufkin, Texas we had no way to get ABC, 
NBC, and CBS. When cable came in we could then get it, for instance we had one 
television station in Lufkin that at that time was ABC. This was the advent of cable 
television.  
 
JG:  Now we are still talking before ’73, before the Time acquisition?  
 
CG: Before ’73.  
 
JG:  Okay.  
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CG:  Time had gotten into this business and it also came up with the concept that it ought 
to wire metropolitan New York and they had started Manhattan Cable. Unfortunately it 
wasn’t working out so Time sold everything that it could to a company called ATC, 
American Television Corporation in Denver. It took back 20% ownership. ATC could not 
afford the cash flow problems of New York so Time was stuck with its investment in 
New York which was called Sterling. Time also had at that time a floundering company 
called HBO, Home Box Office, and HBO was the first programmer on cable. 
Unfortunately, HBO at that time could not show movies. They would not sell them to 
them. It had tremendous problems in programming and it had a tremendous cost because 
everything it had to do it had to go out on the long distance lines and the television, the 
telephone companies were getting a major portion of their revenue. In fact, I don’t mean 
this in the wrong way but some people said the only reason HBO stayed alive was 
because after ten o’clock at night they could show women that were half dressed. 
(laughter) So, it was stuck with this floundering cable operation, a magazine operation 
that was in somewhat of turmoil and a very successful operation in the pulp and paper 
industry called Eastex. Eastex made bleached paper board, primarily if you think about it, 
it goes into most consumer products that you buy that have white. Well, Time came up 
with this concept of why don’t you merge Temple and Time. And so, Temple and Time 
got together and merged and Time, at that time, was run by a chairman and president and 
Arthur became very close to them and it was almost like a three person unity running 
Time.  
 
JG:  And who was that?  
 
CG:  Arthur Temple, the two that were up there were Andrew Heiskell and Jim Shepley.  
 
JG:  Okay, Heiskell and Shepley.  
 
CG:  Heiskell and Shepley. From ’73 to ’84 a lot of things happened. One thing, HBO 
discovered you could find a satellite and this gave it transmission that it never had before. 
It made a deal with one of the movie companies that if you called it a sweetheart deal, 
this was a super sweetheart deal. But it gave HBO the right to start showing movies and 
the rest of the movie companies had to crater and come with it.  
 
JG:  Was it like a production business like Paramount or Universal or something like 
that? Do you remember which one it was?  
 
CG:  You know I’m struggling, but it was Columbia Pictures. 
 
JG:  Okay.  
 
CG:  But, that is what we did; we paid a lot of money into them to help them produce 
movies.  
 
JG:  Okay.  
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CG:  Cable grew up, you had Ted Turner come in, everybody came into the cable 
business to where it was a massive programming choice and also it brought the advent 
that we were going to go to large cities. Also, Time had created a new venture. It was 
what you would call the decade replacement of Life and that was People magazine and 
People was very successful.  
 
JG:  Now one of the things, I think one of the differences, Life sort of pioneered that big 
page size right?  
 
CG:  No question, I mean… 
 
JG:  And, People was more of a traditional size.  
 
CG:  Traditional size. In fact when People first came out it had no color in it and the 
color was the ads and the whole thing was black and white. I used to laugh and I said all 
it showed was movie stars and people sitting in the bath tubs. But Time was doing very, 
very well and Andrew Heiskell determined that the magazines could not acquire anything 
because they would be too large. But, he gave every other division the right to go do 
something. Well, Arthur had the Forest Products buy Inland Container Corporation. The 
cable people went out and acquired ATC [American Television Corporation] so it had 
complete control of that and the book division bought a company called Book of the 
Month and so now you had a thriving business going every direction. But this advent in 
cable gave the opportunity to go to the big cities and cableize them and that created an 
even bigger environment in cable and this was the business Time, Inc. was in. It was also 
a business which the stock market didn’t understand cable and Time was not getting 
much credit for its cable operations. Andrew Heiskell and Shepley retired and you had a 
new management that took over.  
 
JG:  Would this be after ’78 after they had acquired Inland?  
 
CG:  Yes, after they acquired Inland and the new management was under Dick Monroe. 
At that time I was executive vice-president of the company. Dick hired some consultants 
that came in and they indicated that the era of conglomeration was going away. That if 
you looked at what Time was in, the communication side of the business was very 
different from the Forest Product side of the business and that the two really didn’t help 
each other and in fact we started studying it and the concept was we would sell the Forest 
Products side, typical of most corporations. We kept studying it and in about ninety days 
Time, Inc. stock doubled. So, the sole reason was to sell the Forest Product side and buy 
back all this cheap stock and so now we were faced with the situation of, you could argue 
with either side of the coin on selling it. So, the decision we made was to let the 
shareholder make the decision and that is when the spin-off of Temple-Inland came from 
Time, Inc.  
 
JG:  Now a little bit more about that. Is there a risk in doing something like that or your 
statement about you could argue either side? Was it viewed as good either way and so let 
the shareholders decide?  
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CG:  Let the shareholders decide.  
 
JG:  We can’t come up with an answer ourselves and let them decide?  
 
CG:  Two things we knew about at the time of the spin-off, which certainly if you look at 
the history of Time, it is very relevant right now, but one thing was that the universe of 
people that were readers was declining and if you were going to depend upon your 
magazines and books you were being faced with a smaller and smaller universe. Whereas 
the universe that was looking at the massive communication and the opportunities in 
cable were expanding, I mean it was quite obvious that the big broadcasters, ABC, NBC 
and CBS were declining, that there was a real turnover going on in the universe at that 
time. The Temple Inland spinoff from Time is probably the only one ever done where 
both sides had equal debt ratios after the spinoff. And so, we were both equal, just let the 
shareholders make a decision. So, that gets us to Temple-Inland.  
 
JG:  Before we do that can I back up just a little bit?  
 
CG:  Sure.  
 
JG:  I never saw Mr. Temple ever say in writing or heard him speak of… heard others 
say that he said, “hey we are going to do whatever it takes to get a paper mill,” but you 
can see it. You know, just what you were saying, he wanted a paper mill. You can see it 
in what he was doing. You can see it in people they hired to estimate the forest. There 
was one case where they had some timber estimators come in and it didn’t get him the 
numbers he wanted so he hired some other consulting firm that would give him more. But 
my interpretation was always that he wanted one so bad and when he realized he wasn’t 
going to be able to do it himself, that he was going to have, you know. Just am I right or 
wrong in influencing that decision of… to do that he was going to have to partner with 
somebody else even if it meant selling his company? But he wasn’t going to just sell it 
and walk away he was going to see it totally different than what some managers might 
today. Can you comment, did he ever talk to you about it? Did you ever hear him in 
conversation talk about paper mills and why he felt it was important? Was it just implied?  
 
CG:  No, if you look at Temple Industries as it was, it was totally dictated by housing 
markets and at that time housing markets were very volatile. I mean, we had good years 
and we had bad years. In fact, there used to be a joke around the office that said “in the 
bad years the only profit center we had left was the Xerox machine” and in the good 
years we made lots of money. But we were not going to be a good public company totally 
dependent on housing as it was in that environment back in the sixties.  
 
JG:  That is ultimately what Temple Inland became, just Forest Products. (laughing)  
 
CG:  That is one of the things that was driving Arthur to the paper business. Now, I’ve 
been told that several times before I came to the company he got into merger discussions 
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with bigger paper companies and in most cases nobody really knows whether it was the 
money or whether it was Arthur’s position in the company after the proposed talks.  
 
JG:  Yes, where he wanted to be.  
 
CG:  Where he wanted to be that blew the thing. This merger with Time left him where 
he wanted to be.  
 
JG:  We even saw records where he had appointed a water some type of water control 
board in Trinity County and sort of packed the local county board. Kenneth Nelson was 
over it and others and I think there were even some maps that were drawn in his papers. 
They were looking at South Boggy as a site of a paper mill and you can piece together 
some of it, but I think it was all capital was a big issue. And but…did he ever just talk 
about it in being around him, did he ever, because ultimately I want to get up to the 
almost merger or deal with Champion. Before the Time thing it was announced, in the 
front page of the Diboll Free Press even, that Temple and Champion had reached a deal 
and then it fell through. The next week on the back page of the paper, real small, deal off, 
that is what the news was. So, I know that is two questions, but if you can just comment a 
little bit more about him wanting a paper mill and then get to the Champion thing.  
 
CG:  Well, there is no question he wanted a paper mill. I spent lots of time with the paper 
people. I took a trip to Europe.  
 
JG: Okay.  
 
CG:  When I first came there to learn more about liner board mill. And so, he definitely 
wanted a paper mill. I really can’t tell you too much about the Champion deal. Joe 
Denman could probably tell you more. It was happening about the time I came and so, it 
blew up before I came.  
 
JG:  Okay, okay. That was in ’72 I believe.  
 
CG:  But he had some earlier ones, IP [International Paper] had been in earlier and other 
people he had talked to.  
 
JG:  International Paper, yes.  
 
CG:  One deal that I knew about that he was very unhappy that he was unable to acquire 
a company called Crossett Lumber Company in Arkansas… 
 
JG:  Crossett, yes.  
 
CG:  Which eventually turned into GP [Georgia Pacific], but he thought he had that one 
bought and it blew up at the last minute.  
 
JG:  Was that just before you came on?  
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CG:  No, that was way before.  
 
JG:  Way before, okay. I asked Mr. Stern a little bit about that, how was Mr. Temple in 
some of these deals and then it not falling through and he said something like he was sure 
he was frustrated but as Mr. Stern said, and he kind of half laughed when he said it, he 
said, “but he loved the chase.” (laughter)  
 
CG:  Well, with Arthur you never knew but… 
 
JG:  You never knew where he was going to go. (laughter)  
 
CG:  …but there was no question that he wanted a paper mill.  
 
JG:  Okay. And like I said it seems, you know, he definitely wanted it extremely bad and 
even if it meant selling his company. And that was part of the decision to go public too 
wasn’t it?   
 
CG:  Yes, to raise money.  
 
JG:  Right, to get money. He wasn’t going to have enough capital, had to sell the 
company to get enough money to have a paper mill or sell it to somebody who already 
had a paper mill. 
 
CG: Yes.  
 
JG:  And again, the Evadale mill never really directly supplied Time’s publishing interest 
necessarily. It was just a diversity of…[Additional comments added by Mr.Grum on 
October 24, 2013: …paper profits, when other grades of paper like magazine paper were 
increasing the cost structure of the magazine.] 
 
CG:  It was very interesting that Time acquired the land, sold the oil rights to it and then 
sought to build a paper mill.  
 
JG:  You are talking about Evadale?  
 
CG:  Evadale, and brought in this person Mike Buckley, and Mike Buckley agreed to 
come to work for them under one condition, they would never make one sheet of 
magazine paper. He said, “I cannot run a good company if I’m making… complete 
control, but I will give you great financial diversification and when paper markets are hot, 
I’ll be hot and when they are relatively loose you will get the benefit of the magazine 
department.” And, he ran a fantastic company, built a real great company, so there was 
no problem there but it was never to be making...  
 
JG:  Paper for Time’s publishing deals, yes.  
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CG:  Yes. In fact, St. Regis after they acquired Southland Papermill in Lufkin… 
 
JG:  Which was newsprint.  
 
CG:  …newsprint, tried to make a finer grade of paper out of it and as the chairman told 
me, “we just threw up our hands.” Southern Pine cannot compete with the northern 
hardwoods in making fine paper, the finest grades.  
 
JG:  Right, the fiber is different.  
 
CG:  The fiber is just not there. Okay, back to Inland Container.  
 
JG:  Okay.  
 
CG:  Inland Container was a great corrugated box operation and they got their liner 
board from three mills that operated under the name of Georgia Kraft and they were half 
owned by Mead and half owned by Inland.  
 
JG:  Mead and Inland.  
 
CG:  Mead Paper. They then had some recycle mills, when you look at a corrugated 
container you have the two outside sheets which are liner board and the fluted sheet in 
between that which is corrugated medium. Corrugated medium was always made, or 
could be made at that time, by recycled paper. There was no thought that you could make 
a strong enough liner board sheet out of recycled material. Georgia Kraft had three mills, 
a huge mill in Rome, Georgia which was just northwest of Atlanta but fairly close, 
another one in Mahrt, Alabama and one in South Georgia, Macon. The Macon mill was 
not up to the quality of the other two. So, after the spinoff Mead came to us and said 
“look we are doing very well at Mahrt making this grade of paper that goes into the soft 
drink containers,” when you buy a six pack you see this board “and we want to expand, 
we want to take the whole mill over and make this grade of paper and maybe build 
another mill.” Well, that didn’t suit Inland at all so we agreed to split up Georgia Kraft. 
They took the Mahrt mill, we took the Rome Mill.  
 
JG:  Are you saying Martin?  
 
CG:  Mahrt, M-a-h-r-t, excuse me.  
 
JG:  M-a-h-r-t, okay.  
 
CG:  They took that mill, we put the Macon mill up for sale and they took the 
timberlands around the Mahrt mill and we took the timberlands which they thought were 
the worst timberlands that were around the Rome mill. However, as Atlanta has grown 
out a lot of the Rome mills timberlands became very, very popular.  
 
JG:  As real estate not necessarily timberlands.  
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CG:  Real estate and it really is a good hunk of Forestar, are those properties. But 
anyway, then Inland got interested in whether we could build a recycled liner board mill 
in California. So, they went out and did some research and got some experts and we 
decided we would build a mill in Ontario, California which is fairly close to Los Angeles. 
At that time Ontario had a huge aluminum plant run by Kaiser Aluminum and they were 
dumping water into the sewer and they gave us a permit that we could take our affluent 
and dump into the sewer and it would not be a problem. Well, unfortunately by the time 
we got the mill built Kaiser Aluminum had shut down and our first effluent went into the 
sewer system and the city said no way, we cannot stand your pollution. So, here we were 
with a brand new paper mill that we couldn’t operate. I remember I went out there and we 
hired all these lawyers and we were going to have a big lawsuit and everything and we 
had this expert, I think he came from Texas A&M and I looked out there and he is 
walking around on the property. I went out there and I said “what are we going to do?” 
He says “well I’m going to solve your problem.” I said “well what is it.” He said “well, 
we are going to build us a swimming pool, it’s going to be an above ground swimming 
pool for all our pollution. We are going to let them swim around there until we can put 
enough chemicals in to kill them and then we will take the solid waste off and you can 
put the sewer in the city and they won’t care.” That is what we did. (laughter) We built a 
swimming pool up there and that mill operates today and has done very well and proved 
that recycled linear board could be made. Inland also had another… 
 
JG:  So that is International Paper now that has that?  
 
CG:  Yes.  
 
JG:  Okay.  
 
CG:  Inland also had another concept that we had put a paper mill in Newport, Indiana 
making recycled board and that mill was next to a power plant. And so, all we did was 
take the vent from the power plant put it over there and heat up our vats that made the 
paper, so we had no power except for this waste power which we could get at a very 
cheap price. It worked so well that we decided to put another paper mill in at Maysville, 
Kentucky, but unfortunately the power plant, after we got started was afraid we would be 
polluting their effluent and so they weren’t going to let us use their steam. They did agree 
to let us put our pipes over there, so we put our water over there and pipes. Their steam 
turned it into steam and we brought it back in and ran our paper mill that would recycle 
the water back through, continuous system, but it was a way to do it without affecting the 
steam that was coming out of their plant. At the same time we got in bed with a company 
called Carustar.  
 
JG:  How do you spell that?  
 
CG:  C-a-r-u-s-t-a-r.  
 
JG:  Okay.  
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CG:  Which had a gypsum operation in Seguin, Texas and they were getting their 
gypsum from Fredericksburg. It went under and the paper supplier,Carustar, which was 
the paper supplier, agreed to come in and we would joint venture with them. Under 
Harold Maxwell’s management it turned into a successful deal and we then went and 
built another gypsum plant up next to a big power plant in Tennessee which had a 
tremendous amount of recycled gypsum from burning coal. We and Carustar did that in a 
joint venture. It turned out to be very successful, but Carustar had some tremendous 
financial problems and we eventually ended up buying their equity back from them and 
we owned it a hundred percent. It was one of the lowest priced gypsum operations in the 
world. This pretty well brings you through all the acquisitions, oh excuse me, Owens 
Illinois owned a paper mill in Orange, Texas and it was known as one of the worst run 
mills and one of the worst situations in the country. They offered it to us and our people 
went through it, spent a lot of time and we decided we could run it well. Unfortunately, 
we couldn’t reach an agreement with them as to what that mill was worth. About a year 
and a half later I got a call from one of our directors who also knew the chairman of O&I 
[Owen Illinois] real well and said, “Will you meet with the chairman?” I said, “I’d be 
glad to.” So, I went and had a meeting with him and he said, “What would it take for you 
to take over the Orange mill?” I said, “Well we would have to start with your 248,000 
acres of land also.” He said, “I’ll throw those in.” So we started negotiating what we 
could pay to acquire that. I got our people from Inland in and they said no we need some 
box plants too, so they threw three box plants in but we made that deal which gave us a 
better hold of the East Texas situation.  [Additional comments added by Mr.Grum on 
October 24, 2013: The price was virtually the same amount that they originally wanted 
for just the Orange papermill.] 
 
JG:  You mentioned the acquisition of more land and timber, I know you are going 
chronologically, so I don’t want to interfere with where you want to take us and wind up, 
but if I could at some point, if now is a good time great, if not we will come back to it, 
but I did want to ask you about the changing role maybe of the forest and obviously it 
was sold in 2007 and split off and divided up, etc. But I know from the first company 
report to the stock holders, when the company went public those first few years it was 
almost like they had an educational focus to what it meant if you are going to buy stock 
in the company, how important the forest was. It even equated certain numbers, how 
much acres of land each individual stockholder…you know, if you had one share of stock 
in this company, this is how much land you owned. Anyways, just in the context of the 
forest and how it came to the point of we don’t need this anymore, we are going to split 
up and what happened to the forest. I’ve seen some of the speeches that you’ve made 
over the years where you talk about forest and the importance of it, the management of it.  
 
CG:  Well, this all happened after I retired. But, the accounting people of FASB 
[Financial Accounting Standards Board] came down with this rule that… 
 
JG:  The accounting people did what?  
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CG:  The accounting people came down with this rule that everything you did, 
everything you held had to be market to market in pension plans. Therefore pension plans 
that had bought bonds and had been looking at basically what interest rate they could get, 
what income they could get verses stocks, which were always market to market, and this 
through a tremendous under funding problem when interest rates went up in these 
pension plans. [Additional comments added by Mr.Grum on October 24, 2013: With 
the intention of holding the bonds until maturity, they could not continue to value them at 
cost but must use a market value which would result in volatility like common stocks.  
This created a tremendous funding cost when interest rates increased]  The one thing that 
was excluded was timber and so you had a group of people that came up with this 
concept that pension plans could take timber holdings and they would get a return, maybe 
not as good as bonds, but then they would get the capitol appreciation of the timberlands 
on top of that and their concept was that you would own this timber for 20-25 years and 
then sell it. And at that time there had been a pretty good history of the fact that 
timberlands were accreting in value although cyclical. In times when lumber was high 
they would go higher, in times when lumber was low they would go a little bit lower but, 
the long term accretion was up. Therefore they could raise money to buy timberlands 
Temple Inland could have only about a thirty percent debt to maintain a good credit 
rating. That meant that seventy percent of our money had to come from shareholders. 
These companies could do it with five percent equity and ninety five percent came from 
these pension plans, therefore they were in the ability to pay a lot more for timberland 
than a company could afford to pay and this started to create the problem of ownership of 
the land by corporations. And, today virtually all of them have liquidated. The biggest 
one, Weyerhaeuser, chose to get rid of everything else and keep the timberland. They are 
an REIT, they are the equivalent.  
 
JG:  Real Estate Investment Trust.  
 
CG:  Real Estate Investment Trust. 
 
JG:  So these were accounting rules.  
 
CG:  These were accounting rules.  
 
JG:  Who regulates, who decides that?  
 
CG:  A company or a group called FASB, I’m not sure what it stands for.  
 
JG:  That’s an acronym?  
 
CG:  Yes, that is an acronym.  
 
JG:  Okay, but it’s like an accounting agency or organization?  
 
CG:  An agency and they make the accounting rules for the industry, for U. S. 
Corporations.    
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JG:  So, to operate legally you have to go by these rules?  
 
CG:  You have to go by…when FASB comes out then the FCC [Federal 
Communications Commission] comes in and says what FASB does, so if you are a public 
company that is what you have to do.  
 
JG:  That is what you have to do if you are a public company, okay.  
 
CG:  No question, so this is what created that problem. And, you know, time will tell but 
right now it looks like the pension plans have bought in to…are fighting their returns less 
than they anticipated and I don’t know if there is appreciation and capital. We will wait 
and see but timberlands have not gone up like they used to, primarily because of housing. 
Right now, I may be prejudging, a big competitor of the U.S. is Canada. Right now 
Canada has a big bug problem and they are talking 15 to 20 years from now that Canada 
might not be near as competitive as they are today.   
 
JG:  Talking about pests harmful to the timber up there?  
 
CG:  Yes, and it takes them a lot longer to grow a tree than it does us, but anyway, I’m 
not the expert on that. I’m only giving you third hand comments.  
 
JG:  So, at some point FASB could change rules. I mean that seems like a pretty 
powerful organization.  
 
CG:  Oh yes.  
 
JG:  To influence, I mean that is a lot of money… 
 
CG:  That is a lot of money.  
 
JG:  …out there people divesting of timber and on the books for small amounts and 
selling it for tremendous amounts. And, all the other changes that trickle down and the 
cause and effect of everything.  
 
CG:  Their Company here that is headquartered that has an operation out of here, their 
pension trust are their main shareholders. Now, back to Temple-Inland, when we had our 
first meeting, management group, we brought in some consultants on where we should 
try to grow. They said if we want to grow in the paper business we ought to look at toilet 
paper. We knew we were as big as we should be in the corrugated container business. 
Further acquisitions in the Forest Products side were subject to availability but maybe we 
should work on our financial side to give us some stability on the third leg in the stool.  
 
JG:  This is about ’83, ’84 when this?  
 
CG:  About ’84.  
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JG:  ’84, okay.  
 
CG:  At that time LIC [Lumbermen’s Investment Corporation] was in the land 
development business as well as the mortgage banking… 
 
JG:  So, it hung around then huh? (laughing)  
 
CG:  …but, we knew that land, development needed to be sold when timing was right 
and it wasn’t something that was going to give you quarterly earnings. It would make you 
look like a great income stream, so we thought about what we could get into. We chose 
the insurance business. We bought into two companies. I must admit either we didn’t 
know what we were buying into or else we were buying into an industry that was in a 
state of change, but this was the period of Universal Life and that every insurance 
contract that was being sold you got death benefits but you also got this interest rate and 
guaranteed. Well, it became obvious to us that we could only achieve a great company by 
taking unusual risk in the portfolio and/or getting very big so that our cost of operation 
was minimal per unit. We decided to exit and got out of the business without losing any 
money. We wrote it up to experience. The next great business was the Savings and Loan 
business and there we were looking at it and the cost of entry was imperative. We 
couldn’t afford it and to build something and try to get to a state of mass was going to be 
very expensive. But differing from our experience in the insurance business we did buy a 
small Savings and Loan in Kilgore just to see if we could learn something about the 
business and wait until maybe something would happen. Well, the Savings & Loan 
debacle happened and the Federal government had virtually every Savings & Loan in 
Texas for sale. And so, we elected to try to participate, unfortunately we did not want our 
name bantered about as a potential buyer so we made a deal with this company that we 
had made some investments with called Mason Best and they agreed to front it for us. If 
they were successful we would get eighty percent and they would get twenty. If they 
failed it was their cost, we weren’t going to pay them a penny yet, we were behind the 
scenes telling them exactly what we wanted and what we didn’t want. At that time we 
were looking at the markets of Houston, San Antonio, Austin, and Dallas and we looked 
at it this way, that any ad we put in the paper would go out to wherever the paper was 
being circulated, which at that time most of these papers had about a hundred mile radius 
from. So, we were interested if we could in acquiring something that would give us the 
chance to go after these little bitty towns. And that is when we made our first acquisition 
which was Guaranty Federal and took it over and then participated in the acquisition of 
several more. And it turned out very successful. We built quite an empire there. I’ll let 
you talk to somebody else about what happened to it after I left, but it once again was 
result of accounting, but it gave Temple-Inland another source of income and was a good 
third stool. This was what it was when I retired in the year 2000.  
 
JG:  Anything else you would like to add?  
 
CG:  No.  
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JG:  I know you didn’t really want to get into a lot of personal things, but any comments 
you would like to add on working with Mr. Temple, Arthur Jr., or any other particular 
board members? Like I said, you were certainly pivotal through all those…you know, if 
you look at it, again, this may be over simplification, but if you look at it from the 
Temple side and the historic family business that just got bigger and bigger when Mr. 
Temple pretty much sold the company to Time in ’73, and then just a decade later pretty 
much got everything he sold back, plus a whole lot more. Is that a fair assessment of what 
happened? You know, he sold the company to Time, Time merged it with Eastex Pulp 
and Paper, through Time acquired Inland, and then when they spun off all the old Temple 
Industries [they] came back to this new company, Temple Inland. Temple Inland now 
included this new company called Inland container, got all the assets of Eastex Pulp and 
Paper, the paper mill, all that timber which, they had more timber than Temple did to 
start with, and then all that Georgia Kraft timber that was there. To a layman such as 
myself that seems tremendous, as far as in just a short time I guess the difference would 
be you still had a person or a block of business interest that was there through all of that. 
If nothing else the name stayed. 
 
CG:  Yes.  
 
JG:  You see what I’m saying? And it seems so different to business deals today and 
acquisitions where you not only have money changing hands but all that money is not 
necessarily going back into the company, it’s going into executives’ and others’ pockets 
and people walk away. I don’t know, just anything you care to comment on just at least 
with the Temple experience some of these recent changes to a layman to try to 
understand what has happened in these last 30 years or so?  
 
CG:  It would be hard for me to comment. I mean, you can pick that up from other 
people.  
 
JG:  I know just locally, local doesn’t know all of this, a lot of what you shared today, 
you know. It never really enters conversations about what really the umbrella business 
was trying to do. So, part of, I guess what we are trying to do is just provide some 
understanding, I guess, and collect the history. So, but I appreciate you sharing. 
  
CG:  Well I’m happy to give you because I was hoping I could give you some insights 
and how some of these deals happened and what was behind them all.  
 
JG:  Right, well I sure appreciate it. Would you be willing to have some follow up 
questions at some point in the possible future?  
 
CG:  Yes.  
 
JG:  All right, well if it’s alright with you then we will stop these recorders and again 
thank you very much.  
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END OF INTERVIEW 
 
Following his review of the transcript, Mr. Grum asked to add the following 
comments to the transcript, which were added on October 24, 2013. 
“The one comment I would like to add to my interview is the following personal opinion 
of working with Arthur Temple as both boss and advisor:   
Arthur during his tenure of building a company was one of the great leaders in American 
business.  He had the unique ability to manage each person on an individual relationship 
in order to get the maximum benefit and to combine the benefits of his team to achieve 
great results.  He was respected both within the paper business as a unique leader and 
well known outside the industry.” 
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