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Forestebaged industries in the Philippines play & vit
econo~y,

al rele in the nationt,

In 1970, forest industries sccounted for 25,86 per cent of the total
Philippine experts, The folloing table® on the exporte of the Philippines in
the years 1y€l to 1970 underscores the importance of forent industries te the
Philirpine economy,

Year Total Pore- 1tm, C%tr%?ig ol
Exporte of Logs and Ply -ood anc ure Total
RP-US$

%00 Lumber Vencer . L -
1961 497,905  13.%6 % 2.48 ¢ 05 % 21,08 ¢
1962 553,201 20,39 % 3,10 % 08 9 23.57 4
1963 724,103 21,11 ¢ 3.49 % 04 % 24,64 %
1964 739,355 19.34 ¢ 4,64 % N X ] 24.0% 4
1965 766,606 21.13 ¢ 3,66 05 § 24,04 4
1966 826,913 24,76 % .30 4 07 % 28,20 4
1967 800,124 26.52 % 3,36 4 08 ¢ 29.95 %
1968 846,797 25.58 % 3.9 % 0 % 29,56 %
1969 851,501 26,54 % 3.57 § 2 o 30.22 %
1970 1,141,651 22,30 ¢ .38 4 Jd1 % 25.08 ¢
It is sad to note that the exports of the furniture industry have not ine

oreased to more than 1/3 per cont of the Philippines? total exports in 1971,
Nr. Bozidar Mecesio, » furniture industrics expert and a member of a twowran

noted further that the sotusl export of wooden furniture acoounted for lece: than
10 a2 cent of the value of the tota] furniture exported from 1964 to 1970,
(Rattan, buri and other VyPes of furniture acoounted for the larger share thereof)

we consider that the Philippines

- is the worldte thipg largest produce: of broad=leaved 1ogs

~ the world's second largest exporter of horad-leaved loga

= the world?s gsegond largest venecr producer

= the woridg eight largest producer of plywood

= the orldts twelfth largest producer of brosd-leaved sawntimber

by/—— Central Bank of the Philippines




AQVA T AGES T RPYIS WOCDEN FURNTTURE &g ORTS

i ooden Murniture industry ~rjove a distinet advantag for exports ihen
¥ n ;d'i} *.\ ]

co T dimoeacuch Tweoor aveiloll o, especially "Fhilippine Mzhogany' hich
cnaoys high vestis apd ooteer inhe world mark.t, (Pleiss sce Appendiz 1 for
Tot.l Het Volume of Sound Troes in the 01d Grovih of Dipterocarp Foreste)s

o M futpe lumher oupnly io asourcd by the efforts evlended by thc RP Govern-
rent o ap reitrestation programiass, colective logewing activities and gradual de-
crodse in o lng exporte.  appendix ' shows the vast cuantities of comnercial Torests
il avai'avie for future usc;

3¢ Thepe are nou ... the Philippines a few trained managcerial persommel with
mufTieient technjoul mow-hoo and expertige in 1.rge=sc-le wooden furniture manue
Tseturing o cepsery for cyporteoriented wooden furniture firms;

fe There eiigta & chesp labhmur force that is easily trainable to operate the
€Wy woohmrorking wachines recuired for largeesc.le furniture manufacturing;

bo Jsdficlent investrent incentives are grantsd by the Board of Investmerts for
wiperieoprionted furniture firns. Those incentives enhance the profitahility of
Mok an culerprige

ahow the relotivels high returne on investments = from 30 per
nelt to ey bigh oo %0 per cemt - in axports of rooden furniture. This shows the
ot adwantag. onjoyed by Philippine ood f‘urnitﬁre manufacturers in the orld
parbet,

+8ide from these "internal® advantages, cert in "external™ advantages are
availabl: to Puilippine wooden furniture exports such asg
1. Preferential tariff concessions grantod to exports of developing courtries
from industrialized nations participating in tho UNOTAD/GATT "Generalized System
of Preferengea.® )
Z2e Inoreasing export demend.

L/

o o T Revwnld ot Dhitioninen

~/amu~cew: A proiect Jeasihility study on wood=furniture export by a De la
allc Gruduats 3en-ol Jtudemt team,
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ANCREASED EXPORT DEMAND - OPPORTUNTT IES

The bulk of Philippine wooden furniture exports h g been limited to the
United States (including Hauaii and Guam) and its teritories,
and a few other countries,

Japan, Australia

Appendix 3 shows the erports of furniturc to those countries from 1965 to

1970,

l. The United States is by far the largest buyer of Philippine wooden furniture,
In recent years (1968 to 1970) the growth rate of wooden furniture exports to
the United States has been a respectable 20 per cent, However, ‘his is far from
the 35 per cent growth rate of total U.S, imports of furniture for the same
rariod,

Mr, Allan O, lhttisony in his forecast ror the wood-working industry in the
U.8. for the period 1965 to 1975 eave the following potential U,8. requirements
for a few epecific wood productas

' Kitchen cabinets - 20,000,000 unit s/yoar
Doors =~ 24,000,000 units/year
Windows = 28,000,000 units/year

The value of the above alone is cetimated at $600, 000, 000,

Mr. Mattison statcd that were they to copc with the demand for these wood
products alone, 42 per cent of American wocdworking nlants must modernize, Even
1f 100 per cent of this 42 per cent were to modernize their plants, it is still
feared that the dw: dling supply of lumber within the U,8, owing to publio
insistence upon conservation of virgii forests, coupled -sith inoreasing labour
costs, would force wood produc’. imports to meet this Qemend. If the Philippines
were to supply just & per cent of the few items above, the value would exceed
$3, 000,000,

Other optimistio projections also point to a oonstruction boom in the
middle 70's that would €ive rise to greater furniture demund. It is empeoted
that total U,5. wooden furniturc sales would exceed 84 billion anmially during
this deoade,

The general scceptance of Philippine wood species, partiocularly "Philippine
Mahogeny", in the U,S. market and the preferential teriffs granted the Philippines
for her exports to this country augur well for an increesed share of the U.S.
imports of wooden furniture in the coming years.

Y Sources From a private, unpublished project study on the establishment
of a Philippine Woodworking Plant for Export Products,
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2, Japan represenis onu o) the ‘est hop s [or Philippine wvooden furnitwre export s,
While Philippin: wooden fwunitwre sxpertz t this country apestill small compared
to the United Statcs, several fouotors o nt to an vccclerated increase in the
future,

(2) There is an increascd dumand for woodsn “nrnitupe in the Japanese market
brought about by the increac .d income of the peoplc. Balou of Westernestyle
furniture have groun tremendously in ‘he last dzead2 and are expcoted to inorease
much furth . in the T0ts,

(b) The Japanese Government has annovnccd plans for multi-billion dollar expendi-
ture in housing Jomstruction during the 70's to ease the housing shortage. Alrcady
Japanese furniture makers have shown signs of strain trying to meet the increased
furniture demand., In 1971 a T=man Japancse furniiure manufacturers mission came
to the Philippines to assess the Philippine Furniture Manufacturers ability to
spply thenm with wooden furniture components as an adjunct to their manufacturing
plants, As a result, trial orders have boen placed with a fev Philippine furniw
ture manufacturers for certain wooden furniture parts,

(6) Japan oxtends preferential tariffs to exports of developing countries like

the Philippines,

3. Australis has showm no encouraging trend in imports of Philippine wood fur-
niture, However, there may be increascd exports to thies country in the future
due to the preferential tariffs it oxtends to developing countries. The proposed
establishuont of a "Philippine House" in Sydncy may presage accelerated exports
of Philippine wooden furniture in the coming years,

Exports to Buropcan countrics offer little opportunity for cxports due to
the distance and high costs invelved in shipping. Howevor, it is desirable to
investigate this markct further because of the preferntial tariffs offered to
developing countries,

Other Asian markets offer less opportunity since they have their own
flodging furniture industry which i.. protccted by high tarifi{s. The abundance
of domestic lumber malcs it morc cconomicel to manufacture their own wood furni—
ture. Hovever, from past experieonece, ‘e have noted the inability of other Asian
funiture manufacturers to supply the in-titutional (hotels, office buildings, eto.)
buyers in their own country for bulk orders. This is a market scgment that may
be tappod for Philippine furnitue exports,




PROBLIMS rACTIIG THE LXPORTS OF WOODEN FURNTTURE AND PROBABLE SOLUTIONS
A. Tecchnical Probleng

1. Lumber instability secms to Le the greatest obstacle to an accelerated
dovelopment of woodon furniture exporis. Wher 2xposed - atmospheric conditions
in extra~tropical cowitrics, furniture madc of Philippine hardwood cracks, twists
or check:', This problem seems +o have been solvad by the processing of wood pro-
duots under atmospheric moisturc conditions similar to thoge of the intcnded
country of importation. Th. solution is effcctod thuasg

(a) The wood product is manufactured in an "air-conditicned" plant under
extra=tropical conditj ons;

(b) The finished product is then packed in moisture-proof material, such as
polyethylenc sheot or tar paper, thus assuring congtancy of the wood pro-
duots' moisturc eontent during shipping and storanc,

Other solution:z te this problem havo been proposed, such as the use of
chemiocals to "displaci" the moisture contained in the lwiber, But several dis-
advantages exist which render it unsatisfactory for the prescnt,

2. Inadequate production facilities hinder any sizcable export of wood products
by existing furniture manufacturers. A glance at the average-sized Philippine
furniture plant show that they would not be able to produce wooden furniturc at
the volume required to make a profit unless such exports verc treated as a ocon-
tribution to overheads, Even then, importers would require o minimum volume
vhich would be difficult for an average~=gize firm 1o meot.

A probable solution would bo (a) the establishment of noy furniture plants
geared soluly to oxports to achieve optimum production plant size or, (b) the
orgenization of ooeoporative systomsof production where two or more cxisting fure
nitare firms join together to produce a single product for export,

The former is more provalent in the thinking of firms wishing to engage in
oxports. Hovever, tho Chamber of Furniture Indusiries of the Philippincc (CFIP)
is promoting the idea of co=operative gystemsto optimime the scale of production
and minimize material costs,

3. Monegorial and teohnological ingufficicncy is a stuwbling block in the come
prechension of problems inhcrent in large=scalc voodirorking opurations required
in export ventures, Houever, in receat ycars, a new crop of Filipino tcchniciarns
have proven their o2pability in voodirorking opcrations. An cxamplc of thesc arc
the Filipino technicians >f Singer Industries (Phil.) Inc. who hove attained high
degreces of efficiency in woodworking plant management, Singer Industrics (Phil,)
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now 2Iport wers than 3 million eiing  achine reod ecbinets anmually throughout
Asie Whilc it haoo been sroven that Mlipine techniciun: now poesess tochnologie-
cal officicney in voodworking operations, i iz nceossars thol the UNIDO push
through the cstublishoaent of o Furniturc Centr whews peovent and Future techni-
ciung con be ‘rained in modcora voodwerking technology, The aamber of Furniture
Industrice have alas proposed the change of owurricula in . rads schools 1

emphacise modern vroodirorlzing Leechnology gocrad to mass production,

'3

4e  Lack of standards iy lw.bes and plywood s zes suitalle for vooden furnitur:
production howe rogulted in vaduc w23 go, honee, inercased cost of producticn,
The CFIP have madc roproscatations 1o the lumber and plyuood industry to produce
sizes suitable Cor furniture producti~n. No clanges have heen made thus far.

B. Financial Probl.ms

The large capital outlay required for an cxport-oricnt-d furniture firm eludes
most furniturce firms, 4 Teasib:lity study on cxporte of wooden furniture pro=-
pared by a Dc la Sall. Qraducte School studont te.z:my noted that the minimun
capitalivzation roquired to set up an optimumesized furniture plant gearad
exclusivzly to exports was P 4 million (apprcximately 2572,000). 1In an industry
vhere the avma.gc‘ capitalization i« cstimated at ~round P25,000 to P30,000, the
capital recuircments for sxports scum formidable, Fven the foy Mlarge" furniture
firms weuld find it difficult to raisc the capital rocuired for an exclusively
export venture,

It appecars that ‘his arca is-oper anly to the entry of s businessy
Howover, therc arc two alternatives open to existing wrniture firms wighing to
participato in exportt (a) by m-rgers or (2) ty a comoperaiive system wherc
tun or oo P hand together 1o optimize thoir scale of capitalizetion for a
particular siucable cxport order,

The governmet can encourage this latter proposal by cxtending finanoial
help = in long-tcrm loans and vorking capital requirements — to exigting furni-
ture firme that wich Lo merge ~r thos: that band through a co~oper~tive system
for furnituce cxports. Interost paice should be loucred to cnhance profitability
of the venture,

Ce Marlcting and Othow Problcems

1. lack of indigenous furniturc design las bee

IS

- deericd by would=be importers of

Fhilipp e goodia fwrniture, Thi. Beehs ta he a lon }eranze problem requiring

.
4 . . . - . ' .
JThg- uritor wee ome 20 th Lour Students involved ‘n the study,

D s
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experimontation and changes in the outlook of Filinino lurnitu. c designers,
The CFIP Lus made rcpresentations to Pine Arte schools to include furniturc
designing in their ocurriculwn with emphacis on native deoighs. The CFIP also
launched an export design contesi two ycars ago to stimulate orcative desiyme
for furniturc 'uitable for export .

2, Por firms cnguged exlusively in furniture -xports, nan immediate problem ig
tho continuity of export ordors. A recommendation has been made to invite 'p'r"\a-—-
peotivc foreign buyers to invest in the axporting firm to as much as 30 per

cent of total cquity to "bind" the latter to the expording firm, This means
that & "joint~venture" betwoen the looal maufact urer and the inicnded foreigm
buyer be oncouraged to assure continuous repoat orders,

3+ The 7 per cent tax on manufactured goods veramus the 3 per cent tax om
contract furniture faveur continuity of "oustom-madc" orders. This srroncous
taxation chould be revised to encoursge development of the industry to large~
soale manufacturing neccsmary in exnort veptrres,

enterpriscs It would be prudent for furniturec manufacturcrs to take stock and
ommine the possibility of shifting to furmniture oxports as a moans of improving
their profitability in the midst of o "zofi" and competitive domestic morket,

It may well be that the dovelopment of furniturcsexport is the catolyst that would
change tho entire structure of the Philippine furniturc industry and prosage the
davn of & now era in the mass production of furniture for the domestic markot as
well,

The Philippine Government should also ro-oxamine ite position viewa-vis the
furniture industry, A highly developed and industrialized furniture industry can
absorb a bigger portion of the unomployed, not to mention the huge earnings that
could be generated by this scct or of the vconomy,

It would indced be & pity if the forest-rich Philippines verc to bc cone
tinual 'hewers of wood" for other wood~hungry countries, The Government could do
a lot in providing the impetus for the furniture industry to bccome e vital
sector of the Philippine aconomy,
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