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I.

Antroduction

The woou=bzoed industrinl sector of Peninaula Malaysia is the
second largest forei n oxchunie carner, next to rubber, having produced
an output valued zt M3633 uillion and brought in foreign exchange
oarnings of #3305 million in 1972 through exports of plywood and sawn
timbor. At 1972 valuniions, investment inty wood-basod industries
(excluding 1nnd wac rovest ecuipment) stood approximatoly at Né267
aillion and invulvel a totzl direct employment of approximately 33,000,

Penin:uli Mal.ysia's voodebased in‘uctries renge from the simple
one saw bench nill Lo tihe large integrated export-orientated timber
proceasing plent, Aotivitics of substantial significance in this
ssctor comprisoc of prinry prucessing activitics such as sawailling and
plywood millin;j sccondury processing activitics such as fwniture,
Joinery and wood uoulaingsg and intcgrated processing activities from
logging to sophisiicated znd diversified production of wood-based
products. Dat. :lzting to cxisting wood-processing industries
are sunmarised ia i.ulesI, II and III.

National fovcut inventory data show that Peninsular Malaysia
has rich forest mvsouw-gcs vhich con sustain a modern wood-based indwstrial
ssctor. Hor tot-l forcst.d crea ae at the ¢nd of 1972 is estimatod
at 8,352,700 hectrres: ~nd the aren of unexploited, commercial forest
which remains fos usc by industry is approximotely 2,396,900 hectaress
0f these 2,355,000 iicctares, 39% is firmly committcd under formal
long~tern ngroomencs 4o a nwiber of large ceide enterprises '
including sever:l inteoami.d timber processing plants which are plaaed
for operations durin: tlc next 5 to 10 yeurs. The arca of disturbod
forcsts, i.e. tlose viich lave been telled over but not complutely
depletud of wocd hiivii, commereicl potenmtial cover approximately
3,988,600 hact:rcc which amount to nearly half the tot.ul forcst arens
Baged on the 1972 =itc ol havesting, the potontind stock of cousoroial

timber would sorve tiit purt of the industry which did not have timboer
concossions for abcuti t3 yoars,




II.

Indu boi o velibdality dnoroeont yunrs h.o nad encournged
expansion of the La.boy ia uriry to an owxtent that cotablished manufacturing
cap:.city in neo oot i e dderable quantitivs of sawn tinbur and plywood
to consuming coulld cdoie  Howover, pres nt utiliuation practices secm to
posult in conajoor Lle wstane of ti ber resources (ranges from 30% to
S5% )which can be convertad inte more value~added finiuh. d wood-based

products.

Putwrs dovelope.nt of wood=brsed industries will therefore
be tovards incr. .oang, exdotiiy, (friciency in terms of improved operational
progedurcs, buttoe m aipenicnty noderniention, diversification into more
sophiaticited puo mciden lin.s, systemetic ¢xploitation of forest resourece

npd welleconcciver | ione for cxplnoion {nto additicnal new planto.

The fupmiurc v Jainery, Duduoirice
(n) Progent Siotus

Table I _covides ¢ i conceruing various typcs of timber
prooessing in'u.iiiuc i Venin-ulor Mleysia as at yoar 1972.
It can be sean thorefiron that there are 620 furniturc manufacturing
enterprises and Y jolnoai s in Fopinsular Maluysia. HMelaysia has
ando impressive prowut b tiese two secondiiry weod-based industries,
though by intcr..tinuld ot awerse they are not s yot well-developude
90K of the tot:d uxportea Turriture -nd jolncries are being
manufactured by culy B counaricss

The fucniture irjustry cmploys about 8,800 persoms and the .
average employmune per widl varics from 5 persons in the case of
small workshops to 50 wreois im the cose of large factories., The
average investacnt in o chiiery ~nd cquipment varics fron M33,000 in tho
easc of small workchops o about F§30,000 in the case of mediumesize
units, and aboul :1,10G,000 in ihe cuse of largerunits. The total value
of production of furaiture in 1972 1is estimated at Mi?% million, of
which housohold fwrmiture .cecunted for about 60%. Except for a fow
factorivs cetablicid for the urcduction of knocked-down furniture apd
furniture componcuts aricntnted to the oversvas market and some large

sige factorios, most of tiav furniture mude by the industry is for domustic
sonaunption, ’




Although the nwaber of furniture manufacturing units is
considerably l-rpe, the manufucture of furniture iz organised essenticlly
on a small scale wnd 'Tanily industry' hasis. As much as about S5%
of these units are small v rkshops (aployiny 4 to 5 we kers, In terms
of asige this iudustry ¢an be clussified into three citegorics of
enterpriscs viz 1=

Typou of Units Number of Units

(1) emull scize vworkshops with cutput
valued ot less than M35C,000 per 335
year, manufacturing ngninst ordersg

(141) mudiwnesizo cntorpriscs producing
between M:50,000 and MB00,QQ0 .
value of furniturc por year, mainly
againct ordersy 235

(i41) large-sizo cntorprises with an output
of morcu than M#300,Q00 iu value of

furniturc annually ~nd producing in
anticipation of smurket demand. 50

It can bu seen from the above that more than S0%¥ of the furniture
induatry comprisc of small manufacturing units producing ageinst ordere
for tho domestic conswmcrse Only about 8% of the industry consist of
largu=scole menufccturing units producing mainly in anticipation of
market demand both for the domcstic and to a small cxtent the ovarecas
market, Nevertholces, it is aaticipated thot this category will increase
substantially in th. near futurc in view of the following foctorsi=-

(1) there 4s a pgroving avarcencss by local furniture
manufncturers and industrialists on the potentinl of
knocksddom furniture and furniturc¢ components in
the overeco s murketsy

(1)  at thc somo time there is o large number of foreign
investors lookin; into the possibility of producing
knockedwdown furnitur: and furniture componcnts in
jointwventure with loccl furpiture menufacturers and
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ontrepronuwrs in the region. This is due to the
avaii-bility of suitable specics for furniture making

and the cheap prouuction cost prevailings

(444) the swroct housing boom in the country has ip:reascd
domand for furnilu. . tromei. uslye Large=scalt operctions

arc nocooaary to cater for this incrcase in demand.

This troad ic catching up and fast growing as ovident by the
approval of 5 firw for l‘thu manufacturc of knocked-down furniture
and furniturc compoitnts during the past four ycars. Of thoso, two
have begun opcrationse

In terms of the naturc of production activity of the enterpriscs,
threo groups oon bo jacntificd viges=

(1) thosc opurntiny, factorics and scll their finished
product vholesaleor ri teils

(41) those upurcting without factorics, but buy furniture
4n an wnfinishcd form, put in the fittings etc. amd
complete tho Tindshings and

(444) thosu producing furpiturc in small workshops and sell
thon in an unfinisied form to the above (ii) or to
teradersmcunefinishors’

Tho type oi prolucts made by the industry moy be divided into
two brond catoporios, vise,

(a) furnituro 4.0 consisting of movable articles such
os chrdra, toblos and beds to furnish houses and
comuwercial or public buildings. i
|

(b) Cobinot work isue cesus, cabinuts, counters and other
{ntordor voodvork that is fixed in place, and is generally
nopetiovable after it e installed.

0f the two, cubinet work consitutes a greater part of the
production cctivitius of nccium amd large manufacturing units in tcme
of valuc of ocutputs 2




Bro:dly wore thcn 200 individual items of woodun furniture
and eabinct work arc buin: menufacturcd and these include chairs, writing
tables, dressing tables, dining tablies, cupboards, kitchen cabinots,
drawing room scts, bedsteads and radio and television cabincts. To suit
the purse and preforence of different types of clicntele, three standards
of furniture and cabinet vork are oeing produced, vig.t-

(1) utility quolityy
(i1) modium pricej and

(444) high class and expensive types

Though the Malaysion forest produces a wide variety of timber
the timber spocics suitable and commonly used in the manufaoturo of furniturc
and cabinet work arc confined to light hardwoods such as Meranti
(Malayan Iron food), Nyztoh and Damar Minyak (Malayen Laurel iiood) of
the softwood grodo,

The 95 joinorivc in Poninsular Malaysia & ‘loy about 1,400
people. Most of thone arc concentruted inm Sel:ngor, Kodoh, Johore
and Perak. Thc total investient in machinory and equipmont in those
joinerics is estim:tcd at cbout M85.5 million and output astimated
at M$1l million,

A major sogmout of the Joinery industry consists of smoll~
sise factories/workshops, More than 70K of existing joineries employ
less than 20 workors, The products made include doors, windows,
door and windov fromes, interior wood work such as partitions and
mouldings, flcorinss cnd hollow blocks.

(v Erohlom

Peninsulor Malaysia hos not rcached the stage to manufacture
well designed, woll constructed, high quality furniture for tho oversens
market on a lamgs soalc. This is on extremely complex form of
manufacture requiring spceially qualifiod exportise in cesign and high
sensitivity to the whims and changos of demand in the international mcrimte




This market is 5o highly seloctive wnd ugprodictable that attempts to cntor

into export oricninted surniturc production would be difficult in view

of the existing status of the industrys.

As already notud, a major scgment of the furniture industry in
Poninsular Maloya consists of emnll workshops. They are characteriscd
by limited capital cuquipnent and low output volumes. These workshops aro i
handicapped by pon=availability of fipancc for expansion or modsrnisutions _
Thoy also lack technical kaowehov, especially 4n the matter of design and the i
sclection of modern machinery.

. Quality to o lraee oxtent determines the accoptance of the i
furniture in tho nurket cspeolally the overseas uarket. Among the factors’ !
which determine the qunlity of good furniture are accurcte moasurcments,
oxact cutting and procision joining. < The lack of modern know=how and
equipment among the nnjority of the small furniturc worksiops mokcs it
difficult to cnowre thoet these foctors cre taken carc ofy and consequuntly
they fail to attain the quality of furniture produced to acceptable
standards. The lack of proper scasoning, chemical treatment and sophisticatod
ginishing methods wund fecilitios «ffects adverscly the quality and
attractivences of furniturce

The absoncc of designing sh..lls and kiln dryi..z facilitics is a
common fenture even cmeng thore furniture makers who are relatively well
organised and willec nippeds One snlient charagteristic of the designs
used by furmitwc annufacturcrs {s that they are conceived for hand-mnde
furniture and arc not, thewvefore, suitabl: for machin: production. Under
such circumstoncor, uechanizrtion of production has not buun possible on
any significant scalos TFurther, 1ittlc attention scems to have been given
to rescarch in product development, design and utilisation of leas
known spceios with » vicw of venturing into the overscas markete Sincc
production is muinlym.ce against orders and the scale of operations is smoll
and that furniture making is still profitable, though competition has inoreased
substantially recontly, furniturc manufacturers sccm content.d with |

exiating production arringuicntss Thus except for a few large factories
whosc sot up ra futurc out-look are gearud towards the gvorsens ua!kot;
reacarch into desijns, product development and utilization of loss
known species is lacking in the country.
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The currcit annual dem.nd for furriture in P'eninsular Malaysia
is estimuted at about ML70 million per unnum., In the light of past trends
in the consumption of furniture and the present stitus of the constructioa
industry in the country, it iz unticipated that the domestic demand for
wooden furniturc will increcse at the ruto of about /.66 per annum is the
next 2 years and ceuch .tout M0 million to ME120 million per anmum by
1975,

Although mnst of the furniture mude by the industry is for
domeatic consum tion, a number of relotively large-scale furaituse
manufacturers hav: made inroads to the overse.s market sad are able to
export furniturc comparable in quality to the standards ef furaiture maée
by producers iu .xcandi.svian countries, In view of this, it cam be sesm
that the large-soule segment of Feninsul.r Mulayeia's furniture indwetry
is in a position to gear its production to meet thc requirements of
intermational markets, In fact most of these large scele sanufasturess
have been undertaking wood work for furnishing large office buildinge and
hoteln of international standards. Nevertheless, systemstic saret
studies and research would be necessary in order to luunch effective
prosotional activitios for thu export of Malaysian furniture. lovever, this
would invelve lar;u amount of funds, time, efforts «ad considerabls risks
due %0 th. complexity of the market foi furniture overseas, In view of
theee difficulties and the tremendous international ssrket pottial for
componsnt furniturc parts there is great scope for the mnufacturer of &
vast variaty of couponunt parts fr sl types and deaigns of furniture, These
parts can be produced locally and shipped to consuming couatries fer fimal
assembly, The risk factor and shipping costs (related tu ocompletely
assusbled furniture) would be sign!fic.ntly resuced and at the sase tise
a valuable base is ncoured to facilitate the local munufectwre of well
decign and high quality furniture.

Tho future prospects of the Malaysian fursitwe industry feg
development in this direction are bBright due to the following facters
shich place Peninsular Malaysis ia an udventagetnw positiosi-

(1) Melaysian san tioher and plywoed exports are
vell established and in this menner, “he
Malaysian tisber species are fisilisr and
woll known to overseas countriesj
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(2) ch. raw matorials vor the munufacture of
furaitul'e are availsble in abundance and

r.iutively cheaper:

(3) production costs are relatively lower due

to leu lebour Wogl, electricity" rates etc.;

(4) the aveilability of vrGitional furniture
manufncturirg skill. With further trai. ing
in mags production and modern designing
techniques there would be no dearth in

manufocturing sxill.

As indicatcd earlier, ther: has evolved in recent yeurs & trend
to manufacturae knocked down furniture and component furniture parts for
tha overseas markoet, Thie trond is being stimuloted by product pronotm
efforts of tic Government and tho awareness by local manufacturers of the
tremendous potontial of these products in the oversues narket. Ooupled with
the advaniageous position of Ceninsular Malaysia as indicated in the '
previous paragreph ané the influx of foreign capital to set wWp this type of
furniture manufucturing units, it is anticipated that supply to the overseas
markots would be increased significantly in the next 10 years.

ORGANISATIONS Rislw 70 WOuD PROCEUSING INDUQ 85

Broadly speeking, there aure gix organisations in the publio
gector, and throe organisations in the private sector in the country whicu
dcal with t & virious nspects of tt development of b th primary and
secondary wood processing .nuusirics in Malaysia. Those in the publioc
sector arsi the Federal Forest Dopartment, and the Forest Research Institute of
the Mndstry of Prinexry Industries; the Majlis Amcneh Ra'ayut (or MARA)

(a Trust for tho advancement of indigenous people) of the Ministry of
Mational and Rucal Developaent;i the Federal Industrial Development
Authority (FIDA) and the Mal.ysian Indastry Export loard '(MIEB) of the
Ministry of Trado and lndustry and the sStandards Iostitution of
Malayaia (SIM) of the Ministry of Teclnology, Research and Locsl
Government. The specific reaponsibilities of these ngencies are
briefly summerisod below:-

(1) Fr_leral Forest Depaigmipt - Formulatien of policies
and providing ..dvice end direction to utute Forest
Departments with regrds to forest m.nagement in all .
itc aspectsj regwlat..en and control cf timber exports
amd prevision of training to timber graders; rogulation

]
P
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and licensing of primary wood proceusing industries
through Stzte Forest Depurtments; plan and advise
Folor:zl und Stute Govurnments on the orderly develop-
went of the wood -~ bus-d industriul sector; and

prevision of timber advisory services,

Forcost Reseurch i. stitute - Conduct :ilvicultural research
of indigenous forests to improve timber quality and stock-
ing in the forests; carry out reseurch into establishment
of quick growing industriul tree species: idenmtify and
suggest remedia. measures against plunt and timber
destroying agencies; conduct reseurch into the various
us.cs of timbers; provide informution on correct, efficient
and maximum utilisation of timber and on processing
techniquea; and provide training to sawmill workers in
apecialised fields of milling,

KABA - Provision of assistance to Bumiputra industrialists
enfged in wood processing, especially those in rural arcas;
training workers enguged in Bumiputra wood processing
enterprises; providing finuncial assistance to Bumiputra
ontarprisee' for expansion and modernization; participation
in large-scale wood processing ventures,

FIDA =~ Evaluation of projects for the establishment of
plywood e«nd secondary wood-based industries as well as
datugruted timber processing comple: 383 provisioan of
tochnical and managerial assistance to existing timber
processing industries, purticularly secondary wood-

bused industries such as furniture, joineries and mouldingsj
conducting problem shooting studies of individuwal
industries and providing udvisory corvice; and promotion

of new secondury wood-based products such as porquet
flooring, knock-down furniturs, pre-finishing of plywood,

aote,

ctandards Institution of Mglaysia - Formuluting standard

spucificutions in respect of timber products,

dalaysian Timber Rcport Bosrd - to jyromote the develop=
mont of the domestic timber industry; to regulate and

control the trads, marketing and distribution of timbers




to vromcte ind ampiove th. tr.de and mirketa for timberj
co encourage offective utilia.tion of timber with
cuphisis on projuct d:versificationy to promote {mprove-
peat and vconomy in the wethuds of axploiting and
procecsing timbery to provide technicul advisory services
to the timber industr, ; and to organise nd assist in the
sonsolidation of the small-acale timber industries and
closer integration of activities so as to achiove greater
efficiuncy.

The bodies which deal with timb.r industri.s in the private sester
{nclude the Malaygian Plywood Menufucturers' Asgociationi the Sawmilleve!
Association and the Malaysicn Furniture Manufucturers' associaticme As the
names indioate, tiece Associtions look aftcr the intereats of the maaufas~
turers of thu respective products.

The principal activitics undertaken by these Jssociatios ineludete

(1) th. rugulstion of price and quality of venser,
plywood, sawn timber, and furniture;

(41) conducting msrket study relating to desand im

ovurseus countriesy

(444) providing n forum for th. discussion of cosmaR
problems of mcnbers;

(4v) seoking govi-nuental tssistunce with regurds te
policy matters affecting “he industry;

(v) public relations work, pa -ticulurly comcerning
assistance to be rcaderd tu foreign traders

inturested in buying Maleysiunm plywood and other
timbor producta.
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Tyble i

Types and Number of Wood-based Processing
Industries in Peninsular Malasysia - 1972

Number of Estimated
Types Units in Bnployment
| Operation
1. Integroted Timber Processing
Pleats 3o 1,500
2. Sewmills 487 24,000
3. Veneer & Plywod 3 13,000
4« Parniture Motories/Norkshope 620 8,800
9. Jeineries 9% 1,400
6. Merticle Bosrd Mills 1 )
7. Weoden Moxes, cases and oretss
amufacturers 40 640
8. Prefabriented Nousing Unite € 120
9. Matoh factories 3 570
0. Pencil factories 1 35
11, Vooden slad makers 2 40
12. ‘Weoden chips mekers b 300
il

* Mot in full operation

Souzres: (a) WMmlaysism Timber Bxport Boerd
() Porest Lepartaent




Table II -

" Estimmtes of Investment, Bmployment snd Output in Respect of

Selected Wood-based Processing Industries in m.man!u-n
Malaysia - 1972

Number of Estimeted Total

, Msnufacturing| Investment in
Sm of Manufacturing Process Onits Mechinery and

Bquipuent 93

Estimated Total Output

t | Quantity

Value (M3)

1, S=zw Milir

Venecer and www.#doa

ce e s

. Furniture ?oaoﬂwac\to&wmgvm 3 million
. Joineries -
. Woocden toxes, csses and crates Manufacture : N.a.

. Perticle Board-Mill

59 milliom’

200 milliom

5.5 million

534 million

- WH. aillion

75 miliion
11 million
2 million

0.45 million

Forest Department
ufwmw.nhmu Timber Export Board
__lr.«nubu Plywood Manufacturers Association

Field Investigations
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Toble 111

Yrends in Output and “xports of Selected Wood-besed
Processing Industries in Perinsular Malaysio

Qutput Exports
Neme of Product Year

auwantity ‘Value (sM) Qiantity Value (M)
1, Sawn Timber 1968 1.41 mn, tons | 205 mn. 0.59 mn, tons | 110,75 mn.

1969 1.44 mn. tons | 216 mn, 0.61 mn. tons | 126,00 mn,
1970 1.65 mn. tons | 290 mn, 0.86 mn. tons | 152.00 mn,
1971 1.74 mn. tons | *313% mn, 0.73 on., tons | 145,80 mn,
1972 2.89 mn, tons | *534 mn, 0.99 mn., tons | 225.60 mn.

2. Plywood 1968 225 mn., sq.fty 27 mn. 151 mn. sq.ft.] 22.4 mn,

‘ 1969 | 339 mn. sq.ft4 47 mn. 255 mn. sq.ft.] 36.0 ma.
1970 430 on, sq.ft4 60 mn. 320 mn. 8q.ft.| 45.0 mn,
1971 490 mn. sq.ftd 69 mn, 381 mn. sq.fs.| 56,0 ma.
1972 714 mn. oq.ftd 99 ma. 565 mn. sq.£8.] 79.4 mn.

; -+ T
3+ RFurniture 1968 - 65 mn. - -
1969 - - 6% mn, - -
1970 - 66 mn, - 0.57 mn,
197 - *71 mn. - 0.41 ma.
1972 - *76 mn, - 0.87 m,

* Betimstes

Source: (a) JForest Depertment
(b) Maluysien Timber Export Board
(c) Malaysian Plywod Manufadturers' Asscoiation
(4) PField Investigetions







