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Present Situation

Production

Furniture manufacturing has ot gene...ily been regarded .8 a very attractive
investment area, principally because, of all the industries in Colombia, this branch
exhibits the lowest rate of productivity per worker. On the basis of the latest
figures of the National Bureau of Statistics (DANE), for the year 1969, takins the
total production of the country's industries and dividing it by the number of employ-
ees, one finds that the average annual production per worker throughovt the country
stood at close to US#8,831. For furniture mamifacturing, on the other hand, average
production per worker wes only US{2,630, relegating this branch to last place in the
productivity ranking of all domestic industries. Of those branches which enjoy State
subsidies, the mining and food industries, for exemple, showed average annual pro-
duction figures of UB§4,521 anc US$15,131 per worker, respectively.

The furniture industry's anmial production figure per employee ranks immediately
behind that of the woodworking industry with US$3,48¢. This latter industry also
happens to be the principal source of supply for the manufacture of furniture. Moving
upward in the ranking, we fincd the garment industry, where, at UB%3,776 per worker,
productivity, while still relatively low, is in any event almost 50 per cent ligher
than in the furniture industry.

The foregoing facts and figures suggest the folluwing conclusions "The pramotion

of furniture procuction is - simple means of creating jobs.®

Causes of the low production in the furniture industry

A.  Mini-enterprises

Just e£8 in agriculture we use the term "uini-fundios' to refer to land holdings
which are so mmall that their operation is usually not economically justified, we
night also speak in the furniture manufacturing area of "mini-enterprises'’. Whereas
in such branches as the garment anc textile industries the average number of enployees
per enterprise is 43, and in the food industry 48, this index falls to scarcely 14
workers per enterprise in the furniture industry.




B. I_n_a.c‘.ec_u_ate ".xlechan'i‘zat.ion

Analysis of the instellegd horsepover 'weilable to cifferent industrial brenches
reveals thet in this respect, too, furnitura manufacturing ie near the bottom of the
league with one of the lovest horsepoirer-to-worker ratior, ‘fhereas, for example,
tanneries operate 1ith 5+30 HF per worker anc woocworling enterprises with 4.8¢ HP,

the correrponcing Tigure for the furniture manufactu: ery barely reaches 1.49 HP.

€. Frohleas in the import or Squipment ond uachinery

Colombia procuces only light basic woodvorking ecuipment . Nevertheless, the two
or three producing, fiius have succescec in having higher duty charges placed on all
imported woodworking machinery, thereby inhibiting the expansion of existing furniture
factories and the establishment of newu plants because of the associated price increases
for this maciinery.

Similarly Cisacvantageous i~ the situation with respect to the import of acceg-
sories and certain row matericls such as metg] Fittings, polishing meterials, stains
and lacquers and other like procucts, since it ig extrencly difficult to follow a
policy of import substitution in this cace in view of the fact that the corresponding
domestically produced items are not of the best qua) ity, vhile import ruties range
from 50 to 2u; per cent.

An over-cll counarison o the duties paid by the virious industries included in |

i

the four-yeor exvort plan revesls that the furniture incustiry is among those for whioh
the import of necesnary production i:puts 2ttracts the heaviest toriff charges.

It is noterorthy that 1hile industrie:: of far legs importance vithin the national
manufacturing scctor rg ¢ vhole hove vell-orgenized professional assooistions which

ensure that tiey receive g more cttentive hearing fran the authorities, the various

furniture—-namact uring enterprises cont inue to press Tor inproved conditions on an
individual besis,

Lxports

It is o very significant [~ct taat, despite thege negative factors, Colombie
has Leen alle to increese its furniture exports fron 115823,000 in 1968 to

U38,015,000 in 1871 Thie success is uncoubtecly cue to the following causess




- the Govermmer..'s policy of promoting exports:

- the outstanding work of the Fondo e Pronocién dc las Exportaciones
(PROEXPO) in trade promotion alroc. ;

- the cfforts of the Centro de Investigacidn, Disefio y Desarrollo ¢21 Mueble
Coloubiono (CIDEM) to enhence tiie quelity, Cesign and prestige of Colombian
furniture,

- the feith of certain individuals and enterprises in the future of the industry;

- the quality of our rav materials: in genercl, the raw meterials used by the
Colombian furniture industry are more economic than those used by its counter—
parts abroad. Many developed countries are obliged to import & high proportion
of their raw materials and to bear the high costs of transport customs dues
anc. vastage. As a result, furniture procuced from raw materials which these
countries must import have the best comnetitive chance.

.....................................

The wood industry ranks third among Colombic's uwanufacturing industries in temms
of the export goals set by the aforementioned four-year plan (1971-1974).

Let us consider a few relevant figures:

......................................................................................

Export goal Average number Average pro- Percentage of
Article for of employenrs duction per ravw material
1974 (US$) vper enterprise worker (US$) import ed

- .- a

Textiles and resndy-to- 44,173,000 43 7,900 15.0
wear clothing (excluding

shoes)

Tanned skins anc footwear 28,500,000 21 5,500 3.2
Purniture, wood and 2¢,600,000 15 3,000 0.7
vwooden articles

lletalvorking industr 24,100,000 30 54200 38.8
(excluding maohineryi'

Canned foods

L . T I I S T P A S

10,800,000 48 8,200 18.0

D N N T I T B AP

Source: Plen Cuatrienal de Exportaciones, DANE, 1968, ABC der deutschen Wirtecheft.
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Incentives for the cxport inuustry

Productivity

The Govermmenit must accept the foet tort tie furniiure industry requires nechani-
zation, recognizing in all fairness that it is not in Colombic’s interest to continue
to produce furniture ai a level of procuctivity so lov as to make a myth of the ‘cheap
labour: argumentes The same volume of furniture production that requires only 100

workers in Germany recuires 672 in Colombias

- annual production per vorker i. Germany: US$17,501 (1968);

- anmal production per vorker in Colombia: USUZ,530 (1968).

This means a productivity ratio of 1 to 06172 betveen Colombia and Germany, in

favour of the Germen worlker. The sclery ratio, on the other hand, stands as follows:
- hourly wage in Gemeny (including social security benefits): USu2.33(1968);
- averege hourly wage in Colombdie (including social sccurity benefits): US$0.38.
This gives a rotio of 1 to 0.17.

Comparing the results, we cee thai the difference in salaries between the two
countries is less than the difference in productivity per wvorker. TFrom thip it
follous that vhereas 100 vorkers, earning ¢ total of US§233 an hour, are required in
Germany to procuce a given quantity of furniiure, the 72 uvorkers needed in Colombia
to »roduce the same zinount receive U8§259. This comperison not only points up the
reason for the disnatisfaction of the Colo bian voirlker with lis low vage, but also
the fact thet unless its level of productivity is siierply accelerated, Colombian indus-
try will be unable to afforc any cignificont wage increcses. It must be made clear,
however, that ti:e present lov’ level of producitvity is in no way due to any lack of
energy on the port of the Colombian worker — vho is a2z & rule ertremely industrious -

but solely to the lock of mechanization, organiuction and output in Colombian industry.

Rat materizl

tealizing thal lovrer manpover costs are an opticcl illusion and that there are
also certain othor labour problems to lc¢ tallen into consicderation, the industries of
the highly ceveloped countrics generclly prefer to purchase the rav material abroad ,

offsetting the nuigher costs through mechanization ond greater productivity.




At this point ve must recognize the Canger that Coloantis, in its efforts to

gsecure hard currency and increase e:ports, may be pushing the export of its best rav
: materials to the cegree that these are beco. ing steadily scarcer, poorer in quality

. and more expensive on the domestic marlet.

In the furniture nanufactvring erea one can owserve that as the finest woods and
leathers are earmarlied for export, their cost on the internal narket is increasing.
If this tendency continues, raw material prices will very soon reach such a high level
that it will become more economic for furniture nmade from our own raw materials to be
mamufactured abroad.

Final ocomsiderations

& e

It is up to all the furniture producers of Colombia to band together into a unified
group for the purpose of making tlie national Government aware of the importance of sup-
porting an industry which, if given the opportunity to ermand, could easily meet the
targets of the four-year export plan, thereby creating a large nmumber of jobs and
strengthening the economy of the country. Should the present policy with regard to
the import of machinery, the export of raw material and the granting of export incen-
tives be continued, there is no doubt that a few firms - nemely those which, thanks to
generous investments in equipment (made, to be sure, in Letter times) or to some unique
form of internal orgenization or original design, have achieved a high degree of rro-
ductivity - will be able to carry on manufacturing and even exporting. However, as
time goes by, even the most efficient furniture producers will be exposed to the risk
of losing their foreign customers "nd of hza -ing to relinquish their markets to countries

in which the furniture industry has greater unity and is supported by the State.
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