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™ THE PiTLiPPINES

Among ihe Philippines majer do'lar rarners, the wood industry
i perhaps the zector that 1. wndereoins the most intensive tranuformaetion.
M seclor Lo consictantly ?)tfﬁﬁ tha eouniryts 1oy earner of foreiem
exchans: from 16C tc 1174 when world=wiie recasnion foreed n glump
in the conslruciion aector affoctin:s the Philippine wood eyporis in the

process and reiecating it 1o second nrlace 1n exports receipta,

The fact thot wond-based products have alway: been among the
oouniry's principal exports shoulid, however, not lead nne to believe that
this sectnr has been doing creditably well, Betiet with many nroblems,
Loma have remained te be Lo prime axvort. Thirc can bhe zeer frem Table I
whigh riven tha breakdowm of exports for ke wood=baued sector for the
lact tws fiseal years at which time it had achieved a certain derree of

indusirial ization,

mABLY I

Fiscal Year Leog Vencer Plywnend lumber

(40008 (,00c8) (,00¢8) (,000}
1973-1974 - 239,500 18,706 Al 200 21,000
1974=-1978% 2034541 6200 17300 31.800

I{1 can therefore be acen 1hat thic scetor was not ablie 4o maximive its
eamings from forest resources i3 princinal ansurce of foreim revemme 411l

boing unprocesced logs., Other majnr exports like sugar, cocmu! px;dducts




and miers! products have long afore been coported under the highest
degrec of processing o Lo coonouleall possitble,

The governmaent 15 not uraware of the slow pace 1 whieh the woed
industry sector has grown, In recogniiion of the fact that govrommont
and the private sector are partners in procresc, the governirent has taken
much concern for this coruaniing tadustry ard hie, tor quite sometime now,
conaidered it & prefernd area the development of which has been encouraged

by granting  viarious Incentives e tox exenntion hepeiits on tmported

machineiies and equipment . Incomoe oy doduetions for cont of direot lober

and raw moterials utilined i the monufocture of ks prodects, tex crodits
equlvalont to e wales, compensuting and spocifie taxes and duties on
supplics, mw matoriale wsed i the manufacten of its prodeals and olier
substantial fhcentives,

While the private zector regponded by sctting up now woeod processing
plenta, It was not considerad adequats o offeat & complete rattonallzetion
of the Industry. Sinze the price of logs cenibned to be atircotive, PrOcess
sing wao kot ot ancatisfactory lovels, it was thercfore imperative for
govemment 10 take stemer measures ardd v 1373, the log export phase out
wos anncunaed end fmedlately fnolercnted,

Mt Intem~egoncy commitien was (mmediately constituted with the private
pector represented to assess the Impacst of a tovs] ban or iog experts by the
end of the year 1975 so that incldenial prollems can be anticipated and the

baeis for thelr tational solution spelled wut, Au ihventoty of the log supply
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(actual production) by province or group of contiguous provinces was
taken. Al tho same Uime, the status of existing procoessing plankwes
determing and studfed if =tili vieble to erevete, Processing capablli-
ties were then compared wita tog supply for the purpose of determining
log excess and log deflcient arcas. Wihh inaig Informetion, areas
where additional facillifes would be economieaily viable were pinpointed.
It was during the Ing phoae out period vhen recession ceused by
the ol crisis hit, The wood indusiry was nnt spared of its adverse
effects. While the demand for logs remalned more or less steady and
that of plywood and venecr drastically went down, the log phase out
program was implomented as progrommed. Its extenslon {or another
year madc under the most stringent condltions was principally dictated
by the fact taat the log phase out perlod was markect by recession which
adversely affected the balonce of payment position of the Philippines, As
a consequence, most wood processing plants whose gestat ‘'on period
takes at least one and one-half years, could not bo put up on time.

With the almost uivelenting posture taken on log exports, the

message appears clear that the thrust in the seotor should be towards

exports that undergo the highest degiee of frocessing as possible and that
the Philippine forest resources must e conserved whiie wood Iindustries

are being develor ?. This seems to be a step In the right direction since
unbridled logging resulitng from the advantage and convenfence of export=-

ing logs can easlly dissipate the country's foreat reserves no matter how




rich it 15.‘

The Philippines hos o totel land area of 20,000,000 hestores, Its
total forest as ¢ 1975 ts abiout 17,49 wiitllon hestares of wh'th 7.4
milllon hectares are commercial forest, The dipteincarp species covers '
over 7 million hertarcs of the commercial forects. The forest areas are
eoncentiated i 'dfndanso and Luczon,

The tota! volure: of stonding trees {row L6 ems, In diameter and vn,
DBH, is about 1,770 miilion cu. m, of which Mindanao accounts for
991 million cu., m. The digterocarp forest is estimated to hold t,750
millton cu. m. |

The specie; usually exported is the so-called Philippine Mahogany
which Includes mayapis, red lauan, tangile, almon, bagtikan, white
lauan, tlaong and apitong. Thesc species wccount for 683.4 milllon
eu, m, Mindango having 426.6 million ¢, m, or 62.4%. Considering
commerclal sizes only (5T cns. and up, DEH), the Philippines has a
total volume of 58% .4 milifon o, m, of commercial species,

Log production which reached its highest in fiscal year 1968-69 at
i,583,713 cu. m. has gradually decreased r.‘.nce. then procduction being

only 6,173,894 cu. m, In fiscal year 1574-75, Loy production and export

since 1966~67 Is glven In fable 2,




Fiscal Year

1966467
1967~60
1968~-69
196970
197011
1971-72
1972-73
197374

1974-75

TABLL?

Sroduction apd Dxports of Logs

Productton

(cu. i)
7,843,283
11,113,650
ll;593,713
11,004,564
16,879,519
8,41¢,000
10,445,520
7,069,231

f,173,894

Voluine of Exports

{cu, wy)

6,648,531
7,510,956
8,649,021
B,616,078
8,443,256
7,018,218
6,943,312
5,434,217

4,066,308

% Ixported

85%
87
"
78
4]
L}
66
144
8o

The butk cf Jog protductfon was exporied as the above Table ehows

and this volume te whet the wond proctsstng plants should be able to

take in after 1976 whon the export of logs will finally be completely banned,

These processing plents Include vencer plants, plywood and blockboard

plants and lumber and lumoer products plants. The fumiture Industry should

alao be counted on to contribute In the maxiaization of economic: benefits

from the forast-based sector.

There tre wood-based industries other than itinse cnumerated which

will not be ~onsidered here anymote because thelr processes do not involve

working on round logs, Thene Industries include the manufacture of pulp
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and papcr where thrse firm: are alreucy sngaged in, particleboard and
fiberboard production in which one firm s actuelly enguged and the
manufacture of dissolving pulp n which o new {irm will soon enyage,
The manufacture of match~sticks In which two firms are already engaged
will likewise not be discussed here althouyh its manufacture lavolves
working on round logs becavse it usce ag raw materials softwood species
like gubas of which plantations have been developed,

The Veneer fndustry

Therz are twenty-three exisilng veneer plants In the Phillppines as
of 1975 with a total dally capacity of 5,339,000 sq. ft. They are listed
in Appendix | with thelr respcctive capacities indicated.

Veneer production §s basicilly for export as shown in Teble 3 below
which shows that 67% of producilion has been exported from 1966 to 1975,
The rest of the venecr production qocs into the manufacture of plywood,

TABLE 2

Froduct fon and Excors of Veincer

Flscal Year Production Volums: of Tocpert % EBxported
(,000 sq.ft.) (,000 sq. ft.)

1966-67 831,000 451,442 . 54%

1967-68 1,205;9!0 558,267 4

196869 627,221 541,150 a6

1969-70 305,280 288,746 L 1]

1970-71 820,33) 319,230 3




1971-1872 793,291 601,227 76
1972-73 717,000 449,459 63
1973-74 580,096 439,979 76
1974-75 458,444 305,692 : 67

The United States has been the principal market of Phillippine veneer,
Jepan Is & far second. Israel and Australio hawlately been importing veneer
from the Philipptacs 1o, The Unlted States 1s erpected to rematn a steady
outlet of Phillppine veneer inspite of {ncreasing competition from Malaysia
and Singapore mainly beccuse of fts high quality and its reladvely lower
price, As of 1975, the average price of veneer was $16.6 per thousand sq., ft.,
POB.

Capacity utilization is reported to be only 56.5% as of 1973, The low
capacity utllizaotion i3 due to the fact that two of these plants are ot
operating for one reason or ancther. Moreover, installed capacities have
often teen found to be overstated,

The Plywood Industry

The capacities of plywood plants in the Philipplnes are smzaller compared
to counterparts plants In Korca; Japan and Taiwan. The capacities of many
‘of thaze plants were malnly dictated by the sizes of the forest concesstons
from which the loas were to be drawn. Tho relatlvely smaller capacities of
plywood plants put up In the Philippines has made (t difficuli for this sector
to compete with plywood manufacturets in Talwan and Korea even if it has

abudant Indlgenous raw materials whercas fts two principal competitors
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import their 1ng nputs. The lower production cost udvantage that
normally accompanics bigger scale operations such as those {n Taiwan
and Korea Is somewhat offset by the cheaper gost ot skilled labor in the
Philippines and the relatively cheaper cost of log prurchases here. How-
cver, the faci that many of these plants arc located far from main ports
hus resulted in intemational shipping confercnces charging higher freight
rates on Phillppine plyvrood shipments because in the shipping industry,
freiyht rates depend to a large extent on volume concentration in just
one port of call. The added cost of transporting plywood production
from the mills to the main ports further compourds the shipping problem
of this sector,

The industry's ycarly production and exports from fiscal year 1966-67
to !974;-75 {s shown in Table 4 baelow:
TARLESA

£
- N

Production ord Lxports of Plywood

Eisgal Year Produgtion, Volume % Exported
1966-67 521,915 293,004 56%
1967-68 595;034 425,935 62
1968-62 572,566 330,496 58
1969-70 573,048 241,696 [}]
1970-71 1,106,325 999,534 %0
1971-72 1,057,999 ©55,490 90

1972-73 1,240,539 1,173,288 .




197374 1,550 111 759,962 50
1974--75 AG4, GOS 227,502 48

Ite hest yoors were from fiseal yeir 1270=71 to 1972~73 when production
doubled previcus years” record, averaging 1,134,954 thousand sq. ft, and
92% of production was exported, Production plcked up some more the follow-
Ing fiscal year but exporte dropped by 47% fxrom the throe-year average export
because of recesiton In the construcilon sector abroad,

Like venecet, the principal market of Phillppine plywood 1s the United
States which absoibs more then 264 of the country's exports. Ironlcally,
however, the Phillpplnes sanks Cifrd only behind Korea and Talwan in the
U.S. plywood marlkot Inspite ol v oot that ¢ supplics these countrics with
logs. The lack of logs soutce has, if closely analyeed, worked to the
advantage of log Importers because {t (s the best quality logs that are
imported. The resalt Is that wastage is reduced since logs can be veneered
right from the fringes and better quality plywood, venecr or lumber is
produced. Inspitc of thrcr . hewever, Philipptne plywood 1s becoming
competitive with Korean plywood i recent years but Taiwan prices are still
the lowest. As of 1375, the average price of Philipplne plywood was $62,2
per thousand sq. ft,, rYoB,

There are twenty six firms engaged in the manufercture of plywood
in the Philippines as of 1975 with a dally capacity of 8,653,000 sq . {t,

They are listed in Appendix 2 with thelr respective capacities indlcated.
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Cagpacity wilf=ation az of 1975 was 1osocled 1o he Ou.4%, Tils has
gone down In succeeding yeats Lecsase of poor market conditions,
The low capusily wtliizatiog wes due 1o the 120t tnal five of the so
irms are not operting for ona recsen ¢r annthor. Voreaver, capa~
citles ave possibly over-stated thate telng o tendency 1o rate on the
basis of the ecuipweni alorg the 1B with ine highest capacity with-
out regard 1o whotiner Whe wivie vioeoss Ve i Lalanesd or aot.

The manutacture of blockhoard, o wood panel used for cabinet
making, a8 a forwind fategraticn of the plyweed mnoustry s pecoming
popuiar In the Phtlienines. Its zore is made of lvmbar strips taken
from: wood wastes and held firnly by adhesives . Thorm are afaht (8) )
plywood manufac:ﬁrers that have elther expanded slready or about to
expand Into this lne. The total production capacity of thesc firms
ts §25,47¢,000 bd, £,

On the other hind, sin vereer or lumber producers hav » elther
expanded already or about to expand tnto he production of blo’ckboard
core. The total production capaciiy of those six firms ic 16,547,000 bd,
ft.

Lumber and Lurnher Yredacts

There are 454 cadsting awmills in the Philippines as of 1975 which
are found 81l throughout the covntry, Oaly 163 of these have Timber
Licensing Agrecments. A sobstantial numher of theae sawmills are A

uneconomic stze mills such ar circular witlls end bandmills with capa~-

clties below 10,000 bd, ft, per duy. An estimated 174 of such sawmills .




were no longer licensed to operate this year in line with the rationalization
program for the industry . The agqgregate capucity of the sawmills that
were phased out ls about [,945 million bd, ft. per day and the logs required
for these should be absorbed by other log processors,
The production and exports of lumber from fiscal year 1966-67 to 1974-78
is shown in Table § below.,
TABLES

Production and Exports of Lumber

Fiscal Year Production Yolume of Exports % Exported
(,000 bd, ft.) (,000 bd, ft,)
1966-67 322,220 43,648 4%
1967-68 432,921 43,449 10 .
1968-69 620;9'76 71,017 ]
1969-70 568,420 . 84,716 s _
1870-71 364,827 85,454 23
1971~72 598,166 64,554 u
1972-73 449,404 76,033 17
1973-74 252,593 49,410 20
1974-75 662,586 142,738 21

Unltke logs, veneer and plywood, lumber production In the Philippines
mostly goes to the domestic market. It is Interesting to note, however,
that the average of 16% of production that went to the export market found
their way to all parts of the world with the United States, Japan, Australia

Frence and other Europ ean countries and the Republic of South Africa sharing
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the Lulk of the tmuors ln that order, It is also interecting to note that
while the forcian trade on veneer, plywosd ond logs declined during
the height of the recession, the export of lumber showed & significant
increase in fiscal year 1974-75 over previous records, This is an
tndication of the growing demand for lumber and the increasing accept-
ance of the rhillppine lnmber I the intemational market, Competition
comes from Malaysia and Tatwan but Phillippine “umber still enjoys the
advantage of having a comparatively lower price which, in 1975, averaged
$241,2 per thousand bd, ft. The high cust of freight {5, however, still
the problem to be reckoned with.

The export of lumber has been the monopoly of the ler;er lumber
producing firms like Insular Lumber, Nasipit Lumber Co,, PICOP,
valderrema Luinber Co., and others. This underscores the fact that In
the intemationa] market , ability to meet big crdors 1s importent. This
ts how Malavsia has been crowding tue Phtlippines in the later's tradi-
tional markets ke the Untted Ciates and Auvstralla,

Qther Lumber Products

This is a forward inteqiation of the lumber tndustry and is more
commonly known in the Phillppince as the woodworking Industry . The
trend in the Philippines {s to have Intearated lumber and woodwork ing
plants which greatly increases the value added on wood products.
Speciflc products being produced by this sub~industry Include mouldings,

drawer sides, jalousies and parts, window framcs, door jambs, door stops,

s
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door stiles, door rails, rafters, studdings and eyen coffins.

The emergence of tis industry is expected to result in the expansion
of wood drying ficilitivs which in turn should accclerate the upgrading of
the wood drying technology in the Philippines and in spurring the growth
of other wood industrics like mrotlure wunfacturing. Morcover, this
activity is expected to improve the profitability of firms engaged in the
lumber industry since production will have more value added and will
mostly be geured for export. '

The big demand in the export market is being felt right now by firms
alrcady engaged in this actlvity which have been experiencing difficulties
in meeting export commitments. In a short span of three years from
1973 to 1975, twenty-six firms have already been registered with the
Board of Investments for integrated lumber and wood working projects.

The Furnibvre Industry

The furniturc industry in the Philippines is favored with the abundance
of superior quality raw materials and skilled Filipino craftsmen. Its
growth has, huwever, been hampercd by the lack of adequate wood drying
factlitics and modorn wood-working machineries. The log ban and the
use of more dry kilus by lumber and Jumber products manvfacturers
should provide the needed impetus for the growth of this industry.

Records from the Bureau of Census and Statistics show that out of
414 furniture firms only 74 -~ some 20% -- employ 20 or more workers,
The rest employ only five to 19 workers. These small-scale manufac-
turers fall under the cottage industry category, operating on a cach-man-
to-his-own basis.

The Statistical Bulletin of the Central Bank and Statistics of the
Forelgn Trade Division of the Bureau of Census and Statistics give the
following informalion:

Rattan or palasan furniture exports had shown a tremendous
increase from 1969 to 1941, Total exporl amounted to P3, 455, 067 in 1969;
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P5,801, 245 in 1970 Lo 6. 9866, Cii in 1374 or an increase of 100, 6% .
Data on metil, plastic and bed are not available, hut exports

on these items were aizo made durisg [ho previous years. ’
Wood furniture exports moved {rom P534. CGO in 1949 to

P1 265 willion in 1870, or 0,117 of totat erports, experiencing a

sharp downswine bhelweens 1856 and 1661,
[ %4

Produclt Mix

The furnitirs indestey sroduens 2 wide vaviety of products classified
as follows:
1. FReasidential -~ linine reom sets, dining gotg, bedroom
scts, ~abincts,

2, Office -- desks, chairs, cabinets, taliics, conference
sobs,

3. Institutional -- school doesks, restaurant and hospital
fiirniture,

Types of lurniture produced by wmaterial are wood, rattan, plastic
and metal. Dy guality, the classification is according lo the socjo-
economic differences in the markel, i.e., low middic and high-income
group.

Distribution 3ystem

PRSI G

Generally, furniture manufacturers markel thoir own products.
Because uf the bulkiness of the product und the high cosl of transport,
distrihution is confined to the locatity wheen the manufacturer bolds
shop. Mostly, sales take mace directly throags e manufictorer's
salesmen or tivough mterior decorators with whor lhe manulacturer
has contvacts or a tie-up. Oa the whole, persoaad selling, producl
desigi and qual:ly, cowpany reputation. price and service are con-
sidered major marketing factors, Tecavse of thie kind of distribution 4

system, there is minimal advertiving actvily among lurniture companies.
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Production Practices

There is shill very little mass-production in the local furniture
fndustry. Besides the absenee of technological modernization, this
situation arises from the fuct that furniture shops make money by
catering to made -to-order buyers who comprisc a majorily of the
market. The reason why customers buy made -lo-order furniture is
that standard-linc furniture designs are so-alike in style and narrow
in variely that there is not enough choice to satisfy the wide -ranging
tastes of the market,

Many furniture shops still employ manual labor with the use of
hand tools. Mcchanization is yel the Juxny of the very big manu -

facturers.

Raw Malcrial Requirements

Wood, palasan poles. metal and fiberglass are the ha<ic materials
used in the manufacture of wood, rattan, mcetal and plastic furniture,
respectively. During the last few ycars, there has been a eritical
shortage in narra lwaber, the most highly -prived wood specie for the
local mariet , and plywood, and in palasan poles becouse of the
natural searcity of narra trees and palasan vines in our forests, and
the uncortrutied cxpo rtation and smupgting of narr:i logs and plywood,
and palasan poles out of the country. However, several lundred specles

of wond suitable for furniturc is available throughout the country.
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List of Yenecr Plants Showing Location and_

Capaofty
NAME OF FIRME,
Acme Plywood & Veneer Co., Inc.
Arag Asa;: Timber Co,, Inc,
Butuan Logs, Inc.
Centilan Lumber Co,, Inc.
General Plywood & Vencer Corp,

Gonzalo Puyat & Sons, Inc,

La Suerte Devclopmernt Corp.,
Lianga Bay Loggting Co., Inc.

M & 8 Company, fnc,
Maguindanao Tiamber Croducts
Munhogany Products (Phits ), Ine,
Meranaw Timbear Industries, Inc,
Misamis Lumber Co,, Inc,

Naszlpit Luinker Company, lac,
North Camarines Lunber Coa,, inct

Pamplona Flywood Veneer, Inc.,

*Not Operatir..

Plant Site

Isebela
Burigso del Sur
Butuan
Surigao del Sur
Bataan

8Surigao dol Sur

Cagayan de Oro
Surigac del Sur
Cotabato
Catabato

Bataan

Lanao del Sur

Zombvanga del Norte

Aguaan
Davao

Cagayrn

(.oooln. )
s
320
t
80

160(oxtating
166 (oxpraeion

100
700
0
3%
100
%5

)
136

40
160

(existing)
3”3

(oxpansion)




. Pp1cor

M. Posales Veneer Corp, *
19. Bta. Ines Plywood Corp.
20. Talakag Lumber Co., Inc.
21, Tagaat Industries, Ino,
82. Timber Exports, Inc,

"’ “’QYQ’MG“@SG: Phllﬂ., e,

¥FNet Sporaung

-1 -

Surigao do! Swr
Butuan

Butusn

Cagayan ds Oro
Cegayan

jsabela
Getabato

52 8¢S 3
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List of Plywood Plants ShowingLocation

and Capocity

NAME OLFIRMS

1. Agufnaldo Development Corp, *

8. Araa-Asan Timber Co., Iic,

3. ©. Alcantara & Sons, Inc.

4. Daveo Plywood Company, Inc.

8. D.O. Plaza Enterprises ®

6. Duraply Industries, Inc, *

7. Pindlay-Milier Timber Co,

8. First Plywood Corp.

9. Insuier Veneer Co,, Inc,

10, Intemational Hardboard & Veneer Co.

1. L.S. Samtento & Co,, Inc.

12. General Plywood & Veneer Corp.

13. Mindenac Plywood Corp.,

4., Misamis Lumber Company, Inc,

1§. Nasipit Lur:ber Company, Inc, **

* Not Operating

*¢ Not yet in operation

Blars St

Daviao

furigao del Sur
Davad

Davao

Butuan

Butuan

Lanao de! Norte
Zamboanga
Manila

Mantla

Davao

Bulacan
Mieamis Orlental
Zamboanga

Agusan

Rally Conasity

(000 sq. R.)
13/
160
640
160
3120
192
224
144

256
112
176
19¢
160
(1]




..
ir,
0.
Is.

20,
.
22,
13.
2.
1.

» 1) -

PIO OP
Phlilppine Plywood Corp. *
Barmionto Industries

8ta. Clare Lumbar Ca,, e,

Sta. lnes Plywood Cotp.

Standord Plywood Corp.

Toggat Industrics, Inc,

R.C. Asuino Thimber & Blywood Lo, *
Timber Fxports, Inc,

Tiopical Philinpines Woold
mdustries, Inc. **

gamboange Wood Produots, Inc.

Surigec deol Sw
Quezon
Cotabato
Davao del 8ur,
Cotabato and
Zanb:oanga
Butuan

Butuan
Caaayan
Rutuan

Rizal

Cagayan

Zamhoanga

¥ Not &ontm

4 Not yet in operetion

0e
%
182

1658









