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¥ERDS AND CONDITIONS CP THE WOODWORKING INDUSTRIES
o ™R PHILIPPINES L/

by

Horatio P, Brion
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Cotabato, Philippines

The woodworking industry is described in mome detail following the three
categories -~ mawmilling, kilw-drying and iurniture and joimery, The nwaber of
establishaents, the employess and outputs are given along with general comments
on trends, The importation of secondary wood proceseing machinery is also examined,

The problems for emch sise group are discussed in some detail, with parttioular
emphasis on labour and financing diffioulties and the inadility of local machinery
representatives t0 give technical advice on lay-out and production queries and
proper mintemance information, The difficulties of the medium and smaller fizwms
to expand are explained in terms of expeoted net profit following mechanisation
and greater production,

1/ The views and opinions expressed in this paper are those of the author and do
not necessarily reflect the viewof the secretariat of UNIDQ, This document
has been reproduced without formal editing,
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The ipdastryin macia ey rogquivens o ace listes asi degree of

autometion detariiweion,onerasioy pad wainlenance logistics, operator

training: ~a ety of Tiros e comy e, tsiviein snd g cpord operations
with ade~uate =pua pares, :.oe Jovcnce, Suso Lhings an uty-free
importatin of mashupery and a Sneeyesr sup;ly of gpary paric plus tax ;

eradits on conswanhio mili suppliss are suggected for the larger firms

that ara or should v arpers oriented,

The smallepr, doreatin merket orienied firas necd more precise maohinery,
better surfasing and nighes cuiputy o improve theiv position, Malti-
purpose machinery gheuld Le a2z available L0 their cverall depreciation
costs do not ircroase by morc than 5 % ar a recult of their acquisition,
Suppliers can hely by ctocking items 1eeded by firn: of this size ~ thus
reducing the buiden on tius inuividual,

Tho Govermmcntle programnc to encorruge lucai wool. procassing fiyms is
described, Tne eupply of technical munagers and lsbourers is deemed
adequate to create a healthy industry,

The position of Phailipping ¢ uipment molcerc is discussed, Most firms
make woodworking equipment e only = mari of their preoduction,

The design and technics! aaprcly arc doalt with, and it is rcporto;
that the general foatures arc those of Purorean and Auerican models of
5 to 8 years ago, Laock of adequate ¢ wting faeilitius for massive fremes
is a problemn, ani it is rejcried alsc that the sarvice livas are thus
reduced by some 308, Precision of bandmill carriages suffers, feed speeds
are slower and control systems are luss modsrn, The prices are, howaver,
attractive,

Kilns are made locally but do nol render sufficiently low and reliable
moisture contenta for export,

The manufaciure of secondiry procesaing machinery is concentrated
in Manila and suburbs. 8mall planers, hurd fed jointers, four headed moulders,
drill presses, table saws aznd horizontal bed sanders arc made by one company,
while others have introducea siroke sanders, dry-iype spray booths, guide
frames for dove-tailing routers,




$imilar comments on precision, surface quality (low numbor of
knife marks per inch for planers) and reiiadiliiy are made for these as
for uﬁilliu eauipm@nt. Comments concern technical adaptations or
shortcommings of the main typec of equipnent made locally.

The lack of an organired marketing programme has hindered development
of this industry and the active support by the Government of ths
Metal Industries Developaent Council (MIDC) should provide a good start 10

improving the design and acoeptance of locally made machinery for the
wood industries,
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I. THE INDUSTTY

A representative picture of the woodworking industry of the
Philippines may be obtained through a survey of the three major
activities, sawmilling, kiln-drying and furniture and Jjoinery,
whioh are currently accepted as the basic processing components
of the industry.

These activities have gained more attention from the Philippine
mamm and private investors in the past few years, culminating
in the passing of the Investments Incentive Act of 1967 and the
Export Incertive Act of 1970, which encourage (through incentives)
Philippine and foreign investors to invest and engage in selected
agro-industrial endeavours, one of which is the wood-processing
industry. Thus, data on the industry since 1969 are considered
significant to this study, in as much as the impact of the
Philippine Govermment programme started to lend impetus to the
progress of the wood-processing industry in 1969.

) awmill ust

There were approximately 374 sewmills in the Philipnines
in 1969, with an aggregate capacity of 1,975 million board feet
of sawn-lumber per year (4.658 million cu.m. lumber per year),
146 of these sawmills had capacities less than 6,000 BF (14 cu.m.)
per day, while only 6 “ad capacities exceeding 25,000 BF (59.cu.m.)
per day.

I% wag estimated that these sawmills were used at no more
than 32 of the aggregate capacity, so that only 620.97 million
board feet (1.464 million cu.m.) of sawn-lumber were produced
during 1969. Of this output, 62 million BF (or 146,200 cu.m.),

& little less than 10,., were exported and provided the Fhilippines
with & revenue of ¢ 9.9 million, while the balance of 904 was
Presumably absorbed Ly the domestic oconstruction and furmiture
industries.

By 1970, Philippine lumber production had reached 800 million
BP (1.9 million cu.m.), of which 78.79 million BF (185, 800 cu.a.),
valued at $ 9 million, were exported. The same year showed a
2T% increase in volume of smsm-lumber exports but a decrease of
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8.9~ in value as compared to that of 1969. Unce again, domestic
construction and furniture industries presumably used thc balance

of the year's total lumber ocutput.

In 1971 a 244 decrease in export volume of the PLilippine
sawn-lumber was re istered i 5 counurcd to 197C. _ortunetely,
however, the increcsed lumues prices in the foreisn werket effcoted
& 7.0, increase in the vclue of ihe Philippine luuber exports for
the year, tius helpin; tae wood products exports (lo s, luaber,
plywood, etc.) to meintain iis position us ihe premicr dollar-
earnin; industry of ilie Puilippines.

The growth of sawmilling facilities, however, failed to match
the increase in sawn~-lumber cutput. In 1969, there were about 50
sawmills exporting lumber, of which oniy 13 mills exported 1,000,000
board feet (2,360 cu.m.) or more. Ly 1971 the total number of
sawmills was barely 7. above the 1969 figure, with o significant
increase both in the number of mills exporting lumber (roughly
20+ increase over 1969) and the number of mills (23) exporting 1
million board feet or more.

Current trends indicate more forward integration among the aills
engaged in lumber export. In lindanao alone, there are at least
6 firme which are presently expanding their sawmilling operations
to support the requirements of bo- i lumber and woode 1 products
(blockboard, mouldings, door jambs etc.). Apparently, this is s
result of Republic Act No. 6135 passed by the Philippine Congress,
which grants a number of benefits, such as incentive, to firme
engaging in secondarv wood-processing activities such as:
duty-free importation of machinery and equipment, accelerated
dopreciation, tax oredits of various natures, etc.

Japanese and Enzlish brand sawmills predominate in Nindanso,
while Philippine-made bandmills, edgers and trimmers are used by
the smaller samills in the Visayan Islands and Manila suburbe.
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B. _The Philippine Kiln-Drying Industry

Kiln-drying is a relatively new industry in the Philippines.
Nore than five years ago, there were less than ten firms engaged
in kiln-drying in the Philippines. I'wo of these were located in
the island of Mindanao, three in the Visayan islands, and the rest
were located in the city of Hanila and suburbs.

Presently, however, kiln-drying has been recognised as the prime
solution to stability problems presented by Philippine mahogany
lumber when exposed to extre~tropical latitude atmosphere. Furthermore,
domestic home-builders have lately recognized the advantages of
kiln-dried lumber as a oonstruction material.

At present, there are seven firms engaged in kiln-drying on the
island of Mindanao alone, producing approximately 8.25 million board
feet (19,457 cu.m.) of kiln-dried lumber per month. A recent survey
in Nindanso showed that at least threc more firms have plans
or have actually started to erect kiln-drying facilities to give
&n additional combined capacity of 3 million board feet (7,075 ou.m.)
of lumber per month. About 80n of these capacities are progremmed
for export purposes. '

Another firm in the Visayan islands has recently embarked upon
an expansion programme to double its kiln-drying capacity to roughly
6 million board feet (14,150 cu.m.) per month, purely export -
oriented.

Other firms in the island of Cebu (major province in the
Visayan Islands) have plans to or have actually started to expand
their kiln-drying facilities to add an aggregate capacity of
19500,00 board feet (3,530 cu.m.) of kiln-dried lumber per month.

No signifiocant increase in kiln-drying capacity has been
ntioced in Manila and suburbs.

The trend towards the expansion of kiln-drying output is thus
ooncentrated in the timber-rich southernmost island group of
Nindanao and the nearby Visayan islands.

American and German kilns are mostly used in Nindanao-based
firms, while Philippine~made kilns predominate in the Visayan
islands, with only one firm (formerly American-owned) using kiln-
driers of American design and manufacture.
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hAgain, it may be noted *hat the incentives set by the Philippine
government for firms engaging in more advenced wood products
manufacture were the motive force behind accelerated growth of the
Philippine kiln-drying industry iuring the last three yesars.

C. The Philippine Furniture and Joinery Industiry

The Philippine furniture and joinery industry is a distinctly
segmented and fragmented industry composed of working units ranging
from primitive family-operated cottage-industry outfits using only
hand tools, up to a few modern fully mechanized furniture plants
with full conveyer facilities comparable to those in the United
States and Furope. This cross-section is better summarized by the
gsige of the labour force in each working unit. 4 recent survey
(1970) of the industry showea that there were ten large manufacturing
units employing more than 100 workers, the largest of which employed
more than 600 workers. (For purposes of this study, this group
of woodworking firme shall be identified as Group .). The next
group, (Group B), comprising some GO firms, employed a labour
component of less than 100 but more than 10 workers. C(roup c,
mumbering 1,600 registered units, was composed of the femily-
operated cottage-industry units employing less than 10 workers per
manufacturing unit. It was further estimated that there were another
2,500 small working units scatterad all over the country, which
were registered with the Philippine Department of Commerce and
Industry, catering to the domestic furniture and joinery requirements
of the home~building industry in places far from urban centers
of population.

While approximately the same number of working units under

Group C are still in operation today, our industry-wide shift in
working units is reflected as follows:

s) There are now more than 25 mamufacturing umits in Group A,
each employing more than 100 workers:
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700 of the increase ir size of Group A

working units ie due
to the establishment of the new woodworking plants under the

1970 Export Incentive Act of the Philippine Republic.

The remaining 30. were formerly Group B units which have
expandel their operations to include furniture products for
export as a result of the Export Incentive Act of 1570,

There was also a significant 154 decrease in the number of
operational firms under Group B. Upon closer investigation,
it transpired that tight competition hes forced a good number
of Group B firms to cease operations. They could not affor.
to invest in more mechanized operations in order to make up
for the orippling increase in row mate:-ials costs (averaging

45% from 1970 to 1972) vy reducing labour costs through the use
of more modern equipment.

Ccoss

Table I shows the annusl Philippine importation of woodworking

industry equipment from 1965 to 1968. The industrial situation and
and past trends as discussed above ars clearly corrobarated by the

facts shown in Table I.




Table 1

Philippine Annucl [mportation of Equipment,
Accessories and [pare Partis
for the Woodworking Industry
(in US’, 1,000, FOB Value)

Woodworking Industry
Year  Sawmilling  Kiln-Drying and Joinery Total

1965 8§ 1,285 § 67 5 2,669 1 4,041

1966 1,004 21 2,201 3,256 5
1967 1,438 15 2,757 4,210
1968 1,359 54 3,225 4,638

1969 2,929 136 4,180 7,245

970 2,570 178 4,693 7,441

1971 1,908 230 7,917 10,005

Using 1965 as the base year, index = 100, the importation
trend is summariszed below:

Table 2
Imported '

Buipent droup 136 1266 1967 1966 1969 1970 1971
Sawmilling BEquipment 100 76 112 106 228 200 148
Kiln-Drying Equipment 100 24 17 62 156 205 264
Woodwerking and Joinery

Bouipment 100 82 103 121 1571 176 297
Industry Total 100 81 105 116 181 186 2%1

The sources of equipment, in percentage of total annual
importation (FOB) are as follows:




-7~
lable 3

Countries of Origin and Corresponding Values of
Philippine > Imported
Sewmilling Kiln-Drying,
and Joodworking Lquipment

(Percent of Total Annual Fop Value)

Country 28 166 1961 1965 1969 1970 gpr

Usa 19 i, 50, 23 43, 29, 6e,.
Japan om % o g g 19.6
Ped.Rep.Germany 5 2.6 2.5 6.7 1.7 11.33 6.9
UK 1.8 0.2 0.6 0.2 o.17 2.96 0,54
Switserlangd 2.199 0.03 2.21 5,65 10.40 1o0. 14 357
Sweden 0.001 - 0.06 10.4 4.6 7.62 0,06
Australia - - 1.09 2.1 0.12  0.92 1,87
Others - ~ 0.08 1.13 17.01  0.23 5.46
Total 100, 1006 100, 100, 100, 100, 100,

It is t0 be noted in Table III that the United States of
Amerioa vas, and still is, the primary source of equipnent for the
industyy, However, its ghare of equipment in the Philippines shows
& significant deoline from 1968 onwards , with a corresponding
increase in fhc share of other supplier éountrios, notably Japan,
the Pederal Republio of Germany and Switserland.

In Gpite of the incentives provided by the Philippine Government
to encourage the €rowth of the sawmilling, kiln-drying and woodworking
industry, the growth of the industry has been hampered by several
Problems which beset it from the squipment point of view. These
Problems, enumerated in their order of severity, are as follows;

a) Dearth of finanoing sources:

b)  Comparatively low level of technological development to
appreciate and adequately support oporatio:i of the modern
sophisticated equipment ;




¢) Short supply of adequately trained lsbour to operate the
equipment; and

d) Inadequate technical and sales service made avuilable by
machinery suppliers or their Philippine representatives.

'"hese problems are discussed in the succeeding paragraphs
as they affect the industry groups defined in the first few

parsgraphs of this paper.

Ao wipment blems of firms in Group A

To reiterate, Group 4 firms include those emplying 100 or
more workers per working unit. Potential additional members of
this group come from three sources:

a) The top 104 of Group B;

b) Logging firms, backed by sufficient timber concessions, now
engaged in sawmilling (to comply with the minimum requirements
of the Philippine Government) and presently exporting logs
and air-dried lumber. Faced with tough competition in the
foreign log market from Indonesian and Kalaysian logs, and
apprehensive about the rising unit logging costs brought
about by increasing labour and heavy equipment spare parts
ocosts, these firms are now realizging that the Philippine
Government has offered them & means of survival in the industry
through the Investment Incentive Act of 1967 and the Exports
Incentive Act of 1970, if they embark on forward intogration
of their activities:

o) Agro-industrial firms engaged in the manufacture of ply-
wood and backed up by sufficient timber concessions, which
are meeting tough competition from foreign competitors, and
are desirous of improving their profit pictures through the
maximigation of the use of their timber cuts by engaging in
the woodworking industry.

It is estimated that there ar¢ now more than 25 of these
firms. The implementation of their desires end plans, however,
has either moved slowly or hus been deferred t0 some future date
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LecouBC:

e)

b)

Lhe firms in this sroup whiech hove tdegu e finenein,
regources iind it Gifficuli o find loeclly th. recuireg
teclnical help in pProepuring cad i.'uplcmcntin;_, ihe study
whicu will serve us il wisis for thc reiligation of

their plons for forwird inte rition:

The firms in thig Lroup waiel do not e wiisting
cdequite finencin: resourccy 1ind it clwont inpossible

to finence their Pline ior formr rd inte_rotion op expchsion
frou locil sourccs uwder tlic eur ent ti_ht credit situation
in the Philippines:

“he firms which hive found cdequcte financin; sources arc
foced with the proulen of Coupeting "{ooth :nd n.iln with
existin, furniturc firus in urban arers for little okillad
lubour evailable which ig neccuncry 0 run tho ucehines
vnd suocccoefull:y iuploient their vline for forward
intesrction:

1ho loccl supply or skilled woodworking 1cloupr oeanot
tdoquutely wecat the inorcisin;, demands of the exp:ndin,
modernizging woodworking industry of the Philippines, as
there are only two 8chools in Manila and the suburbs with
limited enrollment capacities which provide their graduates
with sufficient training for modern wood~processing plants.
All other vooational 8chools are oriented towards the
cottage industry whope hand tools are used for furniture
production;

Except for a few local representatives of foreign suppliers

of wood~processing equipment, potential Philippine customers
are frustrated by the inability of the suppliers to provide
them with adequate technical advice cn the choice and lay-out
of the equipment, not to 8y anything about the unsatisfactory
level of the representatives!’ knowledge of the best way of
using their suppliers' equipment on the production line.
Farthermore, Philippine customers have most regrettably found
it hard to €et the suppliers’ representative to provide
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proper equipment maintenance services.

B. _Ihe Equipiment problems of firms in Group B

The top 10, of the firms in Broup - (employin; more than
10 but less than 100 workers) have more or less the same problems
as those in Qroup 4.

The middle brucket of firms in Croup D, numbering about 45
firas and employing between 50 end 100 workers, present o
problem peculiar to themselves., GSriefly, these firms mey be
pictured as follows:

1) They have a good share of the local furniture and woodprocessing
market, (estimated at 20x in 1971), yet they are not yet
in a position (financially and technicelly) to compete in
the export furniture business;

2) Their unit-cost breakdown indicates potential cost savings
which myy be realized through mechnigzation of their operations,
thus Pelping to increase their individual output volumes; end

3) These firms are desirous of expending their operations but
cannot do so as their small ossets would not be readily
accepted as collcoterals for loans needsd to finance their
sxpansion programmes.

A representative profit picture of the firms in the middle
bracket of Group [ is swumerised as follows, in terms of per oent
of a group sales:

Gross Sales 100 %
Less: local sales taxes 2

Net sales 98 »
Less: Cost of raw materials 40 %

Cost of labour 18

Depreciation 5

Other overhead costs 15

Belling costs -5

Total Cost Q} ﬁ
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Cross profit veforc tizes 17

Lees: Incoiw tex (35, of LTOSS profit) .l

S -

HEfL DPRo0IY .7
. sansbah

liowever, with tic us. of rvlti=-purpose WOOC=nrooe:,;in
iachinery, this oroup of firmue eon cxpoct . oi niliecnt reduction
in weterial wiot. e, foerc acd slog ouin, to duprov.d product
quelity, lower unit labour costs thug-

Gross .ilcs o,
Less: Locel salos tix 2
SR
Net sales 98 »
Less: Cost of raw meterials 35 %
Cost of labour 10
Lepreciation * 6
Other overhead costs 12
Selling costs 4
Total costs 67 %
Gross profit before taxes 31 .
Less: Income tax (3%. of Gross Profit) 10.85
e FroFY 20. ‘l&

NOTE: * This slight incresse in depreciation c-ets, despite
$he added fixed capital costs arising from the
purchase of new woodworking machinery, is besed on
figures obtained from two of the authoss former
clients, whose firms belong to the middle bracket of
Group "B". The resultant expected increase in
depreciation costs weas smell, owing to more than
254 inorease in output volume.

Without mochanisation, firms in the middle &group sell an
sverage of § 10,000 worth of furniture each month. [Dased on the
Writer's experience with former olients in the furniture industry
in Manila and suburbs, mechanisation involving the use of multi-
purpose pieces of equipment worth at least ? 30,000.00 and &
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corresponding minimum outlay of *. 7,500.00 on the improvement of
building and production fixtures, production volume was increased

to support & sales volume of * 12,750.(00 per month.

Those firms in the lowest bracket of Group B employing less
than 50 but more than 10 workers were found o be eoonomically
incapable of mechanization.

C.___The Fquipment Problems of fipms in Group

These firms, each employing less than 10 workers, like those
in the lowest bricket of Group B, are neither financielly nor
technically in a position to mechanize as they operate without
almost any overheads. The workers in these firms are usuelly .
members of the family or near relatives who reciprocate the
firm owner's provision of board and lodging and the other bare
necessities of life by helping in their benefactor's furniture-
making activities.

POIN O VIEW

This problem shall also be treated with respect to the
industry groupings described in previous peregraphs. The data
presented in this part of the study is drawn from the writer's
experience with clients over the last five Years. The problem
presentation shall include the following:

8) Bquipment types comsidered most effective for the industry
bracket, including the degree of sutomation and conveyori-
gation;

b) Logistics required for the effective operation and maintenance
of the machinery:

©)  Available lebour skills and their ability to properly operate
and maintain mechinery: and

d) The firms capacity to acquire the mcchinery and support its
operations with speare parts and mill supplies.
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Ao The export-oriented troup of firms

This group includec-
1) Firms in ATOuUp A as described previously, and
2)  The top 100 of the firms in Jroup B,

These are the firmg in the Philippine #oodworking Industry
which are currently in the export business, op have the potential
to gear their operations to export irede. The equipment requirements
of this group will therefore be largely dictatcd by the type of
products ihey intend to market abroad. Since the fundamental
requisite of foreign wood products merkets ig volume, the advantages
of local low lebour cost will have to be ignored by firus in this
group if they are to et such volume requirements. Thus, the
degree of mechanization in the firms in this &roup is sorely
limited only by the envisaged volume of sales,

Although all thege firms maintain offices in Manila and
suburbs, soue 950 of them have located their factories neaper
to the supply of raw materials (logs), i.e., far from the urban
centers of the Philippine population. This requires thc meintenance
of sufficient inventories of 8pare parts and nil] supplivs and an
industry average stock of roughly two - to - threo months supply,
at the minimam, all the more 80 as all spare parts and ®ill supplies
are imported into the Philippines. The Philippine Govermaent
through the Invesiment Incentive Act of 1969 and the Export Incentive
Aot of 1970, Provides that firms registered with the Philippine
Board of Investment enjoy such pPrivileges ns follow-

8)  Duty-free importation of machinery and equipment -

%)  Duty-free importation of one-year supply of spare parts if
imported together with the equipment: and

¢) fTax oredit on consumable niill supplies, such as all types
of knives, bits and abragives, neoessary to the attainment of
Production targets approved by the Board of Investments,

The types of equipment nceded by this group of firms are
thus no different from comparable woodworking firme abroad, the
degree of automation and conveyorigation depending on the targeted
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volume outpui wnd productioa oi ecel Jiv..

~vedlaaility of skilled lowour in 1uece Jirug s Leooue ¢
serious proulcu lotely, owin to thcir inevilii, to ottreoi
skilled lobour froai its wedn gouree, i.c. tic fov inoinin, schoole
locited in urben centcs of the povlotion. ‘wriacriore, therc
ie no fomul treinin. celiwol for joiner/ccbiactuckers. killed
shour piriting iz ircquenils Jreeticea Lo e firoes wuicl ore
finenciclly nble to oifer the skilled 1: wurer wore in temus of
beode poy wnd frin c wvenelits, Lids provle.., aowever, is not
luposcible to solve. ‘il wehine: s cuppliers con provide the
treindny siill which oun uve crron_ed 10 ile Lunefit o woth
wbcldnery supplicrs cnd user.

-1y Padlippine fima wlicu opplies for re istrotion with the
Joard of Invectuents Lo to prove weond reusoncble covbt its
ebility to fincnoiclly support the oper. tions required Vr ite
re_istercd copeeitv. Yhug, it ecn be faterpreicd, tt « seoondiry
procescin, wood fir. re; fstered wita the LOI lues . .ood chonoe
of survivel and fo ucuclly in < position to choulder the Finenoicl
outlcy required Ly rutowciion cnd conveyorisction.

do. Dowegtic - ucriet - oricnted finus

Mrus dn this ;roup ore usucll s locited newr urban ocntres
of populction und their tot:d output 1s sold in tic douestie
furniturc werket. Qhe Tir.s in this | roun witl  ood
wechieaisciion potenticl, cre thosc in the ijddle Lrickel of
Group 3, oo described in previo o DLEL TR,

lestrioted Lr their swell idncnciod copeuilitice, these
firus ooula en o e onl - in liiited wechrnigction pro_roauies.
Thus, hiih~volwic .echinery cnd speciclised dorue of cutouction
end oonveyorisiiion cre not within tle copibilition of these
firue. ‘he occuipuent requirc.enis of ticse firus Wy be sleuned
frou the followin: observetions ond ond=procucts:

&) ledioore  rade of joincry, requirin worc precision cutting
aochinco




L)  Poor suricein on tablc teyn cnd exposcd Flid cesinctwork

£y
rocuirin. oucticr precicion oloners, jointers cng cunder:: -
c) Low-volume output Cuc to hiskh lbour coaient (in teras oi

wen=hours) oi’ the cnd-product g

d) i.ediocre ;rode of finish despite the wveilcouility of | cod
guelity finisuin; awiericls.

It 16 estiikied thot lese ihian 10, of these firus bove ploners
anc/or jointers: thot cboui OU, love houe-usde ocue wd alisost
&1l these firws vso hemicrs cad chivels to weke ihedr wortices and
tonons. (nly 17, use sproying ecvipuent, oll the rest reuwort to
brushin end Ledl-rubbing (rench=poliching) to cttcin o suooth
finish on their products.

Considerin,, the fore oin, oconditions wnd restraints, it
appears thut this (roup of firme will be in o position %o support
. ldaited de rce of weohanigetion if:

a)  hultiepurposc 1illin nd surfrein:, cquipwent cre wede
ovedleble to thew ot ocosts and peyuent termis which will
offect no more taen . inorecse in their depreciction coste
(besed on the overnuent woeccpted 1C voor depreciction period):

b)  arrenscuenis ccn be .ude wherchy the levol of skills i these
firus orn Le up=;ruded throu L in=plont training schoole
which will iupcrt knowled; e on 4iac use of the types of ncchinery
su esicd nbove;

©) Sinoe these firus cannot ciford to fincnce an odequite
inventory of opire ports and nill subplies, the suppliers ecun
belp by stocking the iteus noeded by these firus. ‘his systew
ie deeied founible vs the seooniiry wood=procecsein; unite in
ihis _roup ocre loccted near to urion centros wiore the uocchinery
suppliers wcintain thoir oifices and stores.
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L8 wentioned i previvue . repus, i inhilipoine Uovermmeint
neo tidien concrcit atepdr o cneo. e, o luewl voca~rvccenuin, Tirmg
o engece in iae emport Lugincss. Lhe conliestion ol ihesc
incentive riate aove 1 icly vcca erieaded to finus whici e

pexrily forei n-owioc.

Jdowever, probibly duve to the Lin level of waeuplonaent
in the Puilippinco, the (overnient oo not vet tcken steps to
enoourz(,e iar e voluwi production of furniture products for
douestic conswiption. (i the other lrnd, (overnient fincnedn
acencics hove Leen encourc; ed 10 support cottie indusir’ with
limited loans (with liberal re-payment terms) up to a meximum
® 100,000 (roughly Us% 15,000).

The Philippine Government's economic programme is thus more
partial to dollar-earning firms, in an effort to preserve its
foreign monetary reserves at o desirable level. Thus, it is
understandable that the Philippine (overnment is trying hard to
convince Philippine lo; exporters to shift to forward integration
and export processed lumber products which counmand higher dollar
earnings and are expectod to keep unemployuenti at manageable levels.

V. THE SUPPLY OF TECHNICAL MANAGIRS AND LABOURKRC

Prescntly, there ure more than 20 technical schools in the
Philippines offering courses in engineering and industrial management .
These schools train more than 2,500 engineers annually. TIurthermore,
there are about five schools offering graduate courses in business
and industrial management with an output of more than 20 graduates
per year. 'lhus, it can be acseried that there is en ample supply
of technical managers to support the industrialisation programme ol
the Philippines.

However, the principal personnel problem confronting the
Philippine wood-processiig industry is the adequate supply of
skilled and highly-specialized labour required by any expansion
programme., This is an area which concerns everybody: the Philippine
Government, the wood processing firms and the machinery suppliers,
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hand-in-hand with the United Naticns technical agsictance
programme should tackle and solve immediately. It does not stand
well to reason why a country, such as the Philippines, which ig
80 rich in timber resources, is still logging 20 to 30 yeurs
behind in wood processing technology!

vi. IHEILIPPINE~HADD EQUIPMCNI POR THE WOODWORKING INDUSTRY

. LLING IPMENT

T™wo mediwn sized firms have been engaged in the nanufacture
of samilling ecuipment during the last ton yeirs. Both of these
firms are located in the suburbs of Manilea. Lately, however, a
number of smaller firms from the neighboring city of Caloocan
have entered the field of sawmilling equipnent manufacturing
starting with the fabrication of edgers and trimmers. All of
these firms also mamufacture equipment for industries other than
the sawmilling industry.

1. Volume of Business

Acourate figures on the total velue of sawmill equipment
produced in the Philippines are not readily available. liowever,
approximate figures were collated from data obtainod from the
following sourcee:

1) Nr. J. A. Tan, President and General lLianager of J. ... Tan
Maohineries, Ino., Pasay City;

2) Officials of Mackay Machineries, Inc., and Grace Park
Engineering Works, Inc., Caloocan City.

These figures, combined with data from Philippine government
agencies, 19/ g8ve the rollowing estimate of annual volume:
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EQUIPHENT 1969 1970 91
Headrigs and Carriages #1,500,000 83,000,000 B2 ,300,000
DBand Re-Saws 875,000 2,325,000 2.200,000
Sleshers, FEdgers and
rimmers* 315,000 565 4000 325,000
Others (includes
powered conveyor)~ 425,000 6o (ie 425,000
romaLs B0 ELIZO00  ERa2Ddio00

Byuivalent Dollars

(vss 1= B 6.75)  WL4S,500 USH,004,000 U3 118,290

NOTE: * Thesc figures inoclude pieces of equipment fabricated
"ingitu" by <. mill firms.

2, _Design and Technical Aspects

Philippine=unGe head=ri s cre the product of sewvercd e jor
oonstreinis prusunted Ly the stcte of Filipino netelworking
technolo; y. Cenorzl desi;n fe:tures would coup.re to thoce
of Lmericun .nd furopcia Lrinds evout five to ¢ijhit yiirs . 0.
Lo fir no scrious investucnt hove boun (llocited vy these
peauicoturers towerds the devi n of weohince wilch erc edupted
to Philippinc conditions wnd mpecien. Look of cdequute custing
fucilities proevent thc construction of ircuceo wuscive emouzh
to prevent undesircule vibrotions inm the wachine while in servioce.
taohinin;, feoilities porait the fobrioution only of wediws-sised
hotderi. 6 with cupaoitics wp to 14" (137C wua) lo, dicucters ut
the nexinnui,

. oouuon expericnce awon, users (wostly Chincse-owned
sumills) of Philippinc-ucde iead-rigs ¥ indiceted 30/ shorter
service life under normal operatiug oconditions as compared to
similar American and Japanese pieces of equipment. The design
features of Philippine-made head-rigs have not changed much
during the last five years. .Lny improvement would be a copy or
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"near-match" improvisation of sinilar features in foreign made
bandmills.

Bandmill carriages lack the Precision of American and
Japanese carriages, so that cutting tolerances of 1/16m
(1.59 mm) to 1/32n (0.79 mm) are attaineq only during the first
few months' life of the carriage. "Snaky" cutg tend to be the
"rule rather than the exception" after twelve months! service of
the oarriage. Hence, it is not odd to find imported bandmill
carriages used with Philippine-made head-rigs.

Band re-sows usually are smaller editions of band head-rigs,
fitted with powered serrated feed-rcllers. fhe wost common
sige have capacities rangiag fro. 3% {75 ..)) 1o gn (12 00)
thickness x 4" (101 mm) to 10v (254 mm) width. vecd speeds ape
about 204 to 25p slower than comparable foreign-made machines,

Edgers usually have a uaximum of three gaws mounted on the
same shaft, with the left and centre saw blades fixed and the
right sawablade movable, Control for the movement of the right
sawblade is rather antiquated as compared to foreign brands,
menipulated through o system of levers located behind the feed
table and giving width accurecies ranging from 1/8" (3,17 mm)
to 1/2" (12.7 mm). Freme ends are usually welded chammels and
angle irons, and in some later models are made of oast iron.

Cut~off saws ( trimmer) ere usually of the pendulum type
manually moved towards the operator to cut lumber and with a
counterweight behind to help put the sawblade back to itm
original "ready/stand-by" position. Framii, and supports are
commonly made of angle iron. Sawblades up to 16" (406 mm)
in diemeter are used on these Saws, and have speeds from 1,800 to
2400 RPN,

Gang slashers are usually made acoording to customer's
specifications and use sawbledes up to 24" (691 mm) in diamter.
f.aw arbor speeds usually are between 1800 and 2400 RPM. |




}. Prici_r_xg

In view of the big difference in machine quality and
specifications between Philippinc-made and foreign brand sawmilling
equipment, ther¢ is no sound basis for price comparison at present.
However, the following figures obtained from the files of L. S.
Sarmiento Co. Inc. in Davao City, will ive an idea of costs for
a complete set of sawmill equipment with a capacity of 10,000
Board Feet (23.6 cu.m.) of lumber per G-hour shift.

A Philippine firm from the suburbs of Manila quoted 8472,000
(UB$ 69,926.00) for the set of equipment, complete with motors
but without the materials conveying apparatus and fixtures.

B.__KILW-DRYING EQUIPMENT

Manufacture of kiln-drying equipment in the Philippines is
centered in the City of Cebu and suburbs, located in the island
of Cebu, which belongs to the central group of islands known as
the Visayan islands. This kiln-drying equipment is bosically of
the hot-air conveotion type, single~direotion air flow.

1. __Volume of Pusiness

Agein, relisble figures on the volume of business for Philippine
sade kiln-drying equipment durin; the past few years are not availabls.
Based on interview with owners of such equipment in the City of
Nandewe, province of Cebu and in Davao City, and combined with
datn obtained from one of the manufacturers in Cebu City, two to
three kiln units with 30,000 board feet (70.75 cu.m.) per charge

capacity oould be a realistic annual average. No reliable peso-
values are available,

2. and chni ot

Basically, Philippine-made kiln~driers are made for Philippine
Bquilibrium Moisture Content (EMC) conditions, 14% to 164 XC,
and are not reliable when drying lumber for export purposes (8p to
105 K.C.). The equipment set consists essentially of:




the driving motor, in V-bhelt and pulley system:

(b) Heat exchangers and steap headers made froy, p,7, or
GI pipes; and

(o) Baffles to direct airflow, mage from G.I. sheets op
&goestos boards,

Sometimes, if the ocustomer go desires, a second-hand boiley
is included in the peckage deal whioh Covers installation and

The kiln housing usually is constructed on the site and made
of reinforced ooncrete and/or concrete hollow blooks. 4ip

exchange between the kiln-drying chamber and the surrounding

Temperature ang humidity controls are not included in the
package. Thus, where the customer cennot affoprd to import known
brands of temperature ang hvmidity control devices, kiln-d.rymg
'opcntiom ére done merely on g trial-and eprop basis.

Kiln-trucks are cast in foundries located in the City of
Caloocan (north of Manila) and aye usually purchased by the
customer separately from the kilredrier. Kiln reils are
usually of the 25 to 30 Ibs per yerd size ang imported.

de__Prioing

Data available from the sources mentioned in IT-A above
showed a 200¥ increase in the price of Philippine-made kiln-
driers from 1968 to 1971. 4 30,000 pp capacity kiln (without
boilers and oontrols) cost roughly B 50,000 in 1968, while the
S&me unit cost ® 110,000 in 1971 (based on figures supplied by
officials of De Lugxe Lumber Co., Pibungoo, Davao City). No
other data on prices is readily availsble.
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C. WOODWORKING MACHINERY

The menufaoturc of woodworking equipment in the Philippines
is concentrated in Manila and suourbs. $mell size planers up
40 24-inch (610 mm) width capocities, hond-fed jointers up to
g-inch (152 mm) width cepacities, 6 inch (152mm) four-head planer=
matchers, various sizes of drill presses, tables Baws, and horizontal
bed sanders are among the products of J. iA. Ten Machineries and
Mockey Machineries; Sigma Engineering gtorted manufocturing
stroke sanders and dry-type spray booths in 1970: while Crece
Park Engineering has been producing straight knife grinders,
table paws, horizontul bed sanders, drill presses and guide
fremes for dove=tailing routers during the last three years. The
present sudden upwerd trend (since 1969) in the Philippines wood-
working industry hac provided impetus to the local memufacture
of woodworking equipment. Again, it should be noted that the
above-named firmse manufecture equipiment for industries other
then the woodworking industry. Thus, in view of the small volume
of the demand for Philippine~-made woodworking equipment, production
is carried sirictly on a job order basis. There is no organised
marketing activity for the machines.

1 volume of Dusiness

d e i St e o

Based on avcilable date from government agencieo l‘y and
supplemented Dby interviews with officicls or proprietors of the
firme mentioncd in the preceding paragraph, & rough estimete of
the volume of Lusiness for Philippine~-made woodworking equipmexnt
is given below:

1969 - B 650,000.00 (us$ 92,300.00)
19970 - B 900,000.00 (us2133,300.00)
1971 - B1250,000.00 (us®185,185.00)

Availeble figures for 1972 indicate a significent incroase
over 1971, showing roughly ¥ 1,500,000 (us$ 222,220.00) for the
fipst three quarters of 1972.




2. __Desimn and Technical Aspects

(1) Surfacers

Philippine-mede planers, ploner-metchers and Jointers are
generally characterized by low number of knife merks per inch
of surfaced matericl, so thet the resulting surface quality could
not pass for finishing work without 2 large amount of sanding to
prepare iho surface for the first coat of finish. leed Speeds of
planers and planer-matchers cre slow compared to Europecan models
and much slower compared to American machines. These surfacers
have a maximum of four inives per hecd. However, three knives
per head appears .o be a wore popular model. Precision in
thicknessing planers is definitely inferior t- .. own foreign
brends as the mechanism to rtise tho table is crudely fabricated
so that, oftentimes, it is scldom possible to get accuracies of
1/16" (1.59 m) and almost impossible to obtein a thickness
tolerance of 1/32" (0.79 im) on Philippine-made surfocers.
However, the surfacing churactoristic of Philippine-made planer-
matchers have received o hich decroe of acceptence among local
swmills end lumberyards producing construction items such as
T and G flooring, stone~-cut ond Veout sidings, wouldings, etoc.
Window sash and door jand manufacturers in Taytay, lisal,
however, heve shown preference lop inported w- shinery which
oan give them the higher joinery precision roquired by the
lumber product.

(11) gaws

Only two types of sows are manufactured in smaller quentities
for commercisl purposes in the Philippines. These - the table
stw and the pendulum type cut-off saw. Those sows usually carry
10" = 12" (254 o - 305 mm) diawmeter cawblades and have arbor
speeds from 1800 - 2400 RPM. Work is manually fed in both saws.
Work holding fixtures are usually fabricated and installed by
the customer to suit the requirements of his operations.




(1ii) Sanders

Stroke sanders have been patterned after foreign designs.
Only single belt stroke sanders have been produced, so far.
These sanders use 6" (152 mm) widc belts at speeds 3,000 feet
per minute. Performance is comparable to foreign brands. So
far, only five units of this model have been fabricated since
1970.

Horigontal bed sanders have a very limited commercial volume
es its simplicity in design and construction mekes it eecsily
fabricated by furniture manufacturers themselves. Available
figures indicate that only four units have been fabricated for
commercial sale since 1970. Thcee sanders use 10" (254 mm) belic, wt
Voo Whdest, 06 operiier (3 belt specds 2400 fuet Der winute, westiuie

(iv) §treight Knife Grinders

Only a few of these grinders hove been manufactured ia ihe
Philippines. The users are furniture shops and in some cases,
medium-size (5,000 to 10,000 panels per day capacity) plywood
plants for  riacia, l.ilic imuver. Over-all design is ver”
similar to Japanese modcls and a remarkable degree of precision
in grinding performance hes been achieved. Sizes range frow
24" (610 mm) to 96" (2438 nm) knife length capacity.

(v) Spray Booths

Dry type opray booths have been wanufactured in the Philippines.
The design is very close to De Vilbiss spray boths in the United
States, with a few improvisctions to suit Philippine conditions.
At least six units, 12 ft. x 7 ft. and four units 6 ft. x 6 ft. x 7
ft. and four units 6 ft. x 6 ft. x 7 ft. have been manufectured
for commercinl purposes since 1970. Air velocities of up to 25
feet per minute have been attained inside the spray booths.




D. _THE INDUSTRY'S PRESENT PROBLEMS. IuS POTENYIAL AND FUTURE

It can be _leaned from the preceding paragrophs thot the
woodworking equipment manufacturi.ig industry of the Philippines
has two major problems ot present:

(i) Technolosicel

Both in manufacturing skills and Pioduction facilities, which
should be greatly improved to attain machine quality that could
meet industry-wide standards; and

(1i) Marketing

Lack of an organiged merketing programme prevents the industry
from getting a bigger share of the Philippines market for WOO =
working equipment. (It ig estimated thet Philippine-made wood
working equipment gets less than 100 share of the totzl businecss
in the Philippines), The writer feels, however, that any headway
in the molution of the marketing problem can be made only if an
appreciable anount of progress is attained in the solution of the
industry's technological problems. The Philippine Jovernment hag
made a concrete step in this direction through the oreation and
active support of the Metal Industries Development Council (M1DC)
where both government cnd privete sectors ore represented. The
NIDC is expected to advise the President of the Philippines on
matters Pertaining to the development of the various phases of
metal industry of the oountry. i good step for the woodwrrking
equipment manufacturing industry, therefore, is to impress upon
the MIIC the urgency of government and private support for the
former's development Programme, sc that the government can put
the industry on a higher priority level for its support. Thic
move is deemed of paramount importance and expediency as it should
be noted that the limited capital resources of the Philippines
has forced the government to allocate the limited resources to
sectors of the eoonomy which are oonsidered to deserve higher
priority for more immediate benefits to the nation as a whole.

Technical skills should be improved through a more vigorouu
and acoelerated programme of exchanges with nutions more advanced




in the manufcocture of woodworking ecquipment. It is believed that

licensing cgreement or joint-venture prograames between Philippine °
and foreizn equipment manufacturcrs will hastily result in the

improvement of Filipino tecaniccl know-how and; at the scme time,

lead to a better orsanized pro;romme of merketing cctivities.

Among the various woodworking equipment lines manufactured
in the Philippines so far, it appears that sawmilling equipment
has attained a relatively more advanced stoge of development. It
is the opinion of this writer that it would give the industry a
big forward push if the manufacture of sawmilling equipment is

given development priority.

Secondly, as the trend of loczl and foreign demond for kilne
dried lumber has significantly increcsed during the lasta two years,
it is believed that fabrication of kiln-drying equipment be also
encoureged. This development should ve concentrated more on the
air circulation equipment, as the voluwe demond for the equipment
would uot support Philippine entry into the manufacture of
temperaturc and humidity control mechanisms for kiln-driers.

Again, joint-venture arrengeaents between Philippine und foreign
manufacturing firms can help voost this programme, whereby,

the cir circulating components cf the equipment will be manufactured
in the Philippines, while the kiln design and tcmperéture and
humidity control mechanisms can be supplied by thc foreign partner.

Among woodworking equipment now veing menufactured by
Philippine firms, it appears that surfecing equipment should be
given more emphasis at present and within the next two to three
years, primarily for the following reasons:

&) Development of precision surfacing equipment takes
& longer time than that for saws and drills; and
requires & higher degree of teohnicel know-how: and

b) ‘ihe present export market trend has created a heavy
demand for surfacing equipment to produce door jembs,
door stiles, mouldings, cte.
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Thereafter, the development of more precision=-oriented saw
aodels should be enooursged.
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