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A. A BRITF HITTOTY

The Philippine Wooden Furniture Industry presents ar iaterectines etuly
since it chronicles Mlipino craftmanship through the various staves of 1t.
historical development. Archaeolo. cal oxpedition~ have unerrthei cprude
tools for wood-working and furniture-making, Te countrv's abundant
supply of hardwood and softwood (including minor wood products like
rattan and bamboo) have always lent themselves easilv to Piliptne>
ingenuity,

Our Spanish conquerors exploited the Mlipino's wood craftsmanship
as evidenced by elaborately hand-carved furniture which presently decorates
the stores of antique dealers, After the Americans came to our shores
towards the beginning of the twentieth century, furniture demand
increased tremendously. Fiildings, theaters, offices, schools and
homes mushroomed with economic d-velopment, The destruction of Vanila
during the Japanese occupation presaged another ~onstructio: boor from
1946 to 1951. At that time, however, the Milipino pocketbook could
only absorb the cheap kind of furniture oifered by small Chinese shops.
Price and functionality determined the production of furniture.

The construction boom of the mid-sixties, especially in the suburbs
of Yanila, lured many entrepreneurs into the furniture industry, For
the middle and high income classes, individuality dominated all
considerations, such that custom-built furniture became imperative.

Only the low income class could afford the ignominy of ready-made
furniture.

Puring the sixties, several Philippine companies tried to shift
avay from custom=built furniture into standardized, mass-produced
furniture., However, these attempts have not been too succesnful.

The Filipino consumer still did not accept standardized furniture al though
some small offices Cid indicate some susceptibility to mass-produced
furniture. This preference stems from the fact that the ready-made
furniturc whioh was on the market then did not offer any substantial price
advantage nor did it show creativity and originality in design.
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« A _PROFILE OF WF PHILIPPINE FURNT TURE INTUS Ty
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Due to the low capital required, the furniture niusiry provices ency
entry to newcomers with paii-in capital avera:in- arpreviratel-
us 3,000, On the other hand, the “yelical nature of ‘he indus v

forces many of the smaller lurniture companic. to cloce Jown
P

"nlightened management techniques are seldon uacd, o
furniture - ‘mpaniec have little ~ollateral to offer und therefore fail
to tap substantial loans. Labourers are mainly artisans noi soapred for
maes production or industrial work ™t for custom-rade furniture.
While labour can be considered skilled, top calibre craftsmen are hard
to find due to inadequate training prosrammes. This failing can be
attributed to the cyclical and seasonal characterintics of the furniture
industry which prohibits huge investments in apprenticeship plans and
training programmes,

The above factors have shown that Philippine manufacturers are small
and inefficient., Perhaps, the only answer to rolve the industry's problems
is to gradually shift to mass production to a-ail of economie: of acale.

But this will require the industry tc tap the export markect because the
ctomestic market is not yet big enough to support mass production. lesides,
it will take time for conswmers to appreciate standardized furniture,

At this point, it may be good to depict the unique situation of the
Philippine domestic market for furniture,

D. AL PEILIPPINE DOMESTIC MAK:T

The Philippine domestic furniture market depi~ted a merc 5 per cent
growth rate per annum during the lsst decade. It showed unusual strength
in the first half of the sirties only to collapse in the latter half,
Furniture sales pealod at P130 million or US 19 million at the present
exchange rate of P5.80 for U3 1) btut slid below P95 million or US 14
million in 1969 M This ccllapse has been avtributed to crodit
unavailability for comstruction. Meanwhile, population growth, marriagcs,

1/ Please sec Table 1




rising Jisposable income and migration have created a pent-up demand.
Propitiously, the Philippine Government has incorporated a housing
progsramme into 1ts 1971-197/ development plan. Private companies are
following suit with an investment approximating eight times the
Government 's P 29 million pcr annum. This should spearhead growth
in the construction industry redounding to the benefit of furniture

companies.,

Projections on furniture sales indicate that demand may rise to
p180 million Ly 1975 and reach ®207 million by 1980, This st;oula provide

a sound domestic bace for a prospective furniture eyporter. 2

E. MARKETING PROBLEMS WITH EMPHASIS ON THE MAS3=P J0MUCER

In the dowcstic market, the Mlipino furniture meker has to contend
with varied marketing problems. Firstly, consumer preference for
custom-made furniture hinders mass preduction of standard lines, The
oonsumer has to be oriented towards purchesing rcady-made furniture off
the display floor if the producer wants to remove the manufacturing
problems posed by too many desigms. Second, the indusiry suffers from
a very poor distribution network (if there is even any 1o speak of).
Oftentimes, the manufacturer’s shop is also the retailing outlet,
limiting sales to surrounding areas. Company name and personal ocontacts
apvear to be the omly means of effccting furniture sales, Thirdly,
the disorganized situation of the industrv inhibits co-operation, product
specialization, pooling of resources and trading of information.
Yourthly, there is no originality in designs. local interior decoral
seem content with mere copies of Buropean models. T™is stunt3 the
development of the industry insofa- as product promotion is concerned.

F. INVESTMINT CLIMATE 07 FURNITUZE  1"A3S PRODUCERS AND EXPORTE™S

Due perhaps to the problems encountercd in the domestic market, the

5 Hease sec !ESIG 11
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Philippine furniture inductry has not progre sed much. eoinduste
nceds a re-evaluation. “he primarv tas’: at hand 10 a4 soreutin of
the investrent climate of furniture vith enrhasic op ¢ eapccets s s

production and exports.

The Government, rcalizing the tremendous export potential of' the
industry and the role it iz to play in the massive low-cost housing:
programme of the country, is start.ng to change policie: found

repressive and deirimental to the industiry.

For one, the ofiicial directive to curb log exports in beim~
resurrected. Secondly, Philippines! Doard of Investments mandatorily
includes furniture in its list oy prefeorred industries with all the
concomitant incentives, Third, there ias a move to remove the oncrous
taxes especially on mags=-produced turniture. "ourth, financing is
gradually becoming available both from private ...? public institutions.
Scanning the world market, industrialized nations lik~ Japan, Australia,
Canada and the Common Market are granting preferential tariff rates for
manufactured items like furniture to developing countrics. Those
create a favourable invest ent climate in the expori market.

G. MASS PROTUCTION AND THE EXPORT MAKET

If the Philippines wantsto hasten its progress towards mass
production, it must tap the world furniture market. To do thio in a
significant way the Philippines mus: remove itself from a job-shops
mentality to enter the economies of scale offered by mechanization.

The Philippine Furniture industry has experienced a fat growth
in its export salcy fur the lact 5 years jumping from US® 351,000 to
US} 1,265,000 in 1970. Average raie of growth for this period stood at
24 per cemt, certainly well above the growth of the domestic marvet. A
big portion of these exports, however, were in ra.can because of the technical

diffi-ulties posed by wooden furniture. Lately. some wooden furniture
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manufacturers have hurdled quality problems and are now experiencing

iremenuous sales incroases,

The Philippines' export pattern is duplicated in the world import-
export marltet. Since 1962  total world furniture imports climbed from
US”250 million to almost US"1,000 million -3-"/. Competitiveness in the
world market depends on several crucial factors. These are: price,
design, rew material availability and technical expertise., In this
regard, the Philippines shows a few distinct advantages.

Pirst, there is actually an abundant supply of lumber in the
country.with worldwide acceptability. With government moves to restrict

log exports, lumber supply will be made more available to local furniture
manufacturers,

Second, the Philiprines has an inexpensive and plentiful labour force,
To be sure, craftsmen in the industry have to be trained for mass
production if +he Philippines ic to achieve lato>ur efficiency.

Third, advantageous tariff rates offered by industrialized countries,
Philippine export incentives and moves to repeal texes or. mass produced
furniture all contribute to the furriture maker's profitability.

The factors cited above should enable the Philippines tc be very
competitive, price-wise. The Philippines must, however, seek its
own identity in designs. To reap the full benefits of the occuntry's
capabilities, technology must be improved since this is the main
stunbling block of Philippine exports.

Technical Aspecis, The metamorphosis from a custom furniture maker
to a large-scale cxporter is hindered mainly by technological inadequacy
running through the whole gomut of technical considerutions. The industry
is faced with several technical difficulties,

_3_/ Please see Table 11°
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The first is the availability of better grade rau materials in

sufficient quantity. The distiribution of lumber is presently alien-
controlled, placing 1lipinos at a rompetitive disadvintage. Although
the Philiprince horbour | ooy rlo. foresti, wany other logs arc
exported, resulting in the paradox of a log~rich yet lumberless

% country.

:

The second problem is improper treating and control of moisture

oontent which may causevarping, checking and eplitting in furniture.
This is a hig problem in exported furniture due to climatic changes
from the country of origin to the country of destination. This problem
can be solved only through proper kiln-drying and treating.

The third difficultyinvolves inefficient processes, materials
flow and work methods

Fourth, is the use >f zntiquated equipment not suitable for mass
production.

Fifth, is improper material usage.

The sixth difficulty ir lack of inspection in crucial stages of
the operati ns.

Seventh. furniture companies lack technical, industrial manpower,

Bighth, the industiry doe3 not poesess standards in lumber sigzes

and furniture specifications.

Lastly, designs are too varied, generating labor inefficienny and .
machine downtimes because of frequent shifts from one design to another. 1
Specialization can solve this problem.

The present mrnufacturing techniques cf Mlipinc manufacturers are
simply not geared for mass production. Thus, the industry must re-orient

itself in terms of production methodology and outlook.




Financial and Orzeniz~.ions Preblems, Thire :.e two other

aBpects which nust e acnsticred b tie =nas producer and the evnorter.
The first ic financinl, e velwee and ~uality evactod By the internnt-
ional .aarket carrs vepercussions in rinance. Tho exporter nust secure
more working capital due to hirl inventorv level: demended bv the mass
mar:et, Philippine firiac in the furniture inductry ar§ iradecuately

capitalizcd,

The sccond aspert ic one of corganization. “uc to the proliferation
of single proprietorships, [urniture shops are intimately linted with
family livelihood. There are no pretentions about large-scale
manufacturing, The proprietor often is a former carmenter with no
knovledge of managemcnt techniques an’ the concept of corporate sirategy.
thile there may be eoxceptions to the rule, education limite the zrowth
of these furniture companies. "anlin~ in expertisc, furniture shops

need organization for better ccordination and pooling of resources.

Opportunities offered Ly mass production; In spite of the problems

cited above, i1 is inevitable tliat the Philippines will procced towards

mass production for the following reasons:

1, The domestic marliet will -row faster in the seventies than in
the sixtics because of pent-up . emand. toth the Jovernment and the
private scctors are concentrating on housing programmes especially
low=cost housing-. This certainlv creatcs opportunitiess for the

mass producer of low-cost furniture.

2. Costs of production hove beer shvrocketings since +e Philipnine
peso devaluated in 1970, ™ keen costs down and to achieve effic-
iency, producers 'vill tend towords mechanization and mass production.
Toreover, mass production promises te bring down the cost rer wnit of

furniture becaue: of economies of scale.

]

3 The ciport merket is Fasi prowiy o, In c¢rcder tc tap this
narxet cflectivoly, the exporier must mass nroduce to mcet volume

roquirencnts.,



gl

4 4. The Philippine Government ic clowly realizin- that i order
to industrialize, she must veer awr: frori her nrosent Positien an
a raw material exporter to a producer o: manufactured, fmivhed

produrts, This neans that mass nroducers and sanufarturers of

bR s s

furniture will be favoured over log cxperters and ~ustow furnitwre
makers,

Witn these opportunities, the Philippines cannot help but tranasform
her furiiture industry towards nass production.




TABLE I
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1960 y
1961
1962
1963
1964
1965
1966
1967
1968
1969

1970

57,461
80,216
96,165
97¢570
10,829
120,029
91,323
116,936
100,640
9%, 57C
99.299

104,264

123.3
126.9
131.1
138.6
140. 2
143.6
186. 5
e.e
187.6
150.5
162.0

168.6

P 86,603
63,212
65,725
71,956
93,316
8h,192
62,338
79,508

€8,184
62,837
61,296

61,867

Sonrees: Centra) Bank and Bureau of the Census and Statistiocs
records

R

115.2
1820.)
131.7
170.8
156.2

116.1

1.3
100.8

9.5
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