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A. Growtk of international trade in furniture

1, V¥Yorld outlook

During the last five years domestic demand fer furniture in tha OFCD
area has been irregular, varying from country to country, as a rasult cf the
different stages of recovery frmm the 1973/1974 econamic recession. In the
largest market, the United States, demand has ircreased consistently since
1975, probably as a result of the recovery experienced in the construction
sector, and domestic supply of household furniture lnd-bedding in current
dollars increared by 68 per cent during 1975-1979. Although demand declined
by 4 per cent in 1980, it is now expected tc .e recoveriug and an in:rease
af 13 per cent (in current dollars) is forecasted for 1981.

During the same period, demand was reported to have recovered well in
Japan and in same of the largest Vest European markets; particularly in the
Pederal Republic of Germany, France, Italy and itae United Xingdam which
experienced substantial growth. Hovever, in real terms, the growth would be
congiderably less if we allow for an adjustment of the rate of inflation in
the respective countries.

The medium term outlock £~r the furniture market is uncertain and demand
is rot expected to grow substantially (in resl terms) during the aext three
years. In fact, apart from the presently unfavourable ecoramic background
with its adverse influence on both, construction activity and consumer spending,
negative trends in household formation in many OECD countries, characterized
by lower marriage and birth rates, can only accentuate this unfavourable out-
lock. As in the case of many other consumer darsbles, replacement demand
has now outstripped firct purchases of furniture.

In the largzst market, the United States, the recent measures adopted by
the Pedersl Ruserve Board to fight inflation and, in particular, the tightening
of credit by reising interest rates, will have no duubt an adverse effect or
the constructior market by increasing toth, the price of new housing and the
cost of mortage loans. This unfavourable situation can be expected, in turm,
to produce a regative effeut an the furni ture market in the caming months,

2. Sore trade

CECD +rede in furniture cf &ll types and materials (SI?C ¥0.321) abowed
remarkable growth throughout the 1975-1979 period and reasined at a high
level in 1980 despite the world econamic recession which affected the furniture
market ia many courtries severely.
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The value of imports of furniture Zram the world by the CECD countries
which accourt for the bulk of world imports, rose from 32.4 bdillion in 1975
to almost $8,.billion in 1979 at an anmual average rate of more than 24 per
cent, The Pederal Republic of Gemmany, foliowed by the United States, Prance
and the Netheriands were the largest single importers among the CECD countries.
Together they accounted, in 1979, for 58 per cent of the total OECD imports o«
furniture, In per canita terms, the Netherlands and Switzerland led the OBTD
countries and appearsd to be the countries relyinz most heavily on furniture
imports.

Imports into the EEC countries valued at $5 billion accounted in 1979
for almost €2 per cent of the total OECD imports of furmiture, Imports by
EPTA countries mmounted to over $1.2 billion, led by Switzerland (3447
million) and followed by Austria ($307 million) and Sweden ($265 million).

On the supply side, the EEC countries supplied over $5 billion worth,
or 63 per cent of tctal OECD imports in 1979. The largest single suppliers
in this trade flow were the Pederal Republic of Gemmany and Italy waich,
togeiher, accounted for almost 40 per cent of total OECD imports in that year,
The EPTA countries supplied $768.3 million, with Sweder ($374 million) veing
the major supplier.

France and the United States, with a deficit of over $600 million essh,
were the countries with the biggest negative balance of trade ip furniture
among the OECD countries in 1973. Otker OECD countries with gignificart
deficits in 1979 were the Netherlands, Switzerland, Austria and Norway.

Or the supply side, Italy, with a balance of trade surplus of almost
$1.5 billion in 1979, was the largesi . single net exporter of furniture in
the world., The export performmance of this country is particularly remarkeble;
during 1975-1979, the anmal rate of growth was of 37 par cent, the highest
among the CECD countries. Other OECD ~~untries ;umning important trade
surpiuses in 1979 were the Pederal Republic of Germany, Denmark sud Swedel,

3. Share cf developing countries in the furniture market of the (WD

It should be remembered that the bulk of intermational trade in furniture
takes place smong industrialized courtries., In 1979, roughly 85 per cent of
all imports and exports of the OECD countries were directed to or origirated
from themselves, and tbis trend has remained stable for many years, If we
consider the EEC countries, the prrportion iz even higher: 91 per cemnt of
total iwports of furniture in 1979 origianted in the developed market economy
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countries. During the last five yesars, however, developing countries have
zeds inprecsive gaina. The value of CECD imports of furniture from develcping
countries rese froz $13%5 million in 1975 to $6E81 million in 1979 at a rate of
49 per cert anmually to account for a 9.5 per cent share of tctal CECD imports
of furniture in 1979,

Among the CECD countries, sapan and the United States are the markets
more open to imports from developing countries, In fact, during the 1975~
1979 period, Japan's imports of furmiture fxam develc;ping countries have
been increasing at an apmus]l rate of almoat 43 per cent to total almost
$145 millior in 1979, Developing countries are presently the major source
of supply of furniture to Japan, accounting in 1979 for 62.4 per cent of
the import share,

Apart from Yugoslavia, the “mygest developing countries suppliers of
furniture to the OBCD in 1979 were China (Taiwan Province), with a2 shipment
of $344 million, and Eong Kong with $70 million. Increases in supply frm
both countrias were rapid; the first couniry at an anrmal race of aimost
62 per cent, and the second at almost 27 per cent during the perioa 1975-1979.
Other large developing country’' suppliers were the Fhilippires (%64 million)
and the Republic of Korea ($41 million), followed by Mexico (336 milliun),
Singapore ($37 million) and Thailand ($19 millirn). Together, the abave
countries accounted in 1979 for over 90 per cent of total shipments fram
developing countries to the CECD area.

Despite the impressive gains made by certain developing countries,
particularly ‘a exporting to the United States and Japan markets, it should
be again pointed out, however, that the bulk of international trade in furniture
takes place amoag industrialized countries, particularly within Western Europe,
and that corparatively very little furmiture is shipped overseas, For instance,
in the Umited States, only 7 per cent of the tctal 1980 consmption of
household furniture was accounted for by impcris.

B. Growth factory in consumption of housetold furniture

It bas been observed that per canita consmmption of furniture does not
necessarily correspond to per capita personal inczame. In the United States,
for example, consumer expenditure for household furniture in 1979 amoun*ed
to $18.9 billion, or 1.25 pe~ cent of the total personil consumption
expenditure., In 1972, consumer spending for funiture was $9.9 billion, or
1.35 per cent cf total consumer expenditure, Likewipe, furniture's share of
total sperding (in constant 1972 doliars) increased at a slower rate than the
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total during the =even yeir period, & 2,7 per ceni increase for furmiture
compared with 2 26 per cent increase for total conmmer s penditusre, -~ similar
patiern is shown when furniture expenditure is campared with total expenditure

for household opersution, of which furmiture is & segrent.

Indeed, while 1iving standards Lave an important bearing on the per capita
level of Zurmiture consumption, no direct relatisnship can be Zound between
the respective growth rates, OCther factors besides living standards influerce
the growth of consumption of hoisehold furniture in a given country. Among
the more important are: '

- age composition of the populacion

- marriage rates

-~ mmber and size of dwellings

- level of construction activity

~ level of mortgage :tates

- level of hire purchase and instalment credit restrictions
- climate

- traditions in the use of furmiture

- availability of raw materials

These Zactors cammot always be quantified or made intermationally cuomparsable,
but they should be fully taken into account in forecasting econsumption growths,
Thus, while living standards provide an indication of the likely level of

per sapita (or per household) comsumpiion of furniture, no firm conclusions
can be drawn about grewth r2- 0. -f Turmiture consumption op the basis of the
growth raies of GNP,

C. The changing market: need for a marketing policy

The furniture market in the OBECD countries has become very complexr and
sophisticsted, and commercial impruvisation is no longer possible. There is
a big potential demand for funiture and it is therefore essential to analysse
the zAr¥et in order to determine exmctly what products will be ‘= demand in
the aear future., The analysis must provide accurate data on consumers, on
canpetitors aid on the market coverage ffered by different trade chamnels,

It will then be necessary to establish a coherent and efficient marketing
policy. This, in turn, may necesuitate & radical change in the attitudes
and practices of management, Today's exporters must realize that their



pregent ornduct range, which day e selling well in the local markat, will
not necessarily be acczptable in more sophisticated couxtries for any mmber
of reasons, such as quality, dosign, style or price. The problem here is for
the mamifacturer to adapt his products to existing rzquirements in the target
markets, and not simply to try tc find markets for his presexnt products.

In former times, furniture was intendei to lsst for, practically, the

lifetime of the purchasers., 7Today, people canange their Zurniiure almost &s

ten as they change their moZie of 1lifa, Among the main faciors motivsting
& Tenewal of household furmiture are: '

- changes in Zamily status

- removel to a new house or flat

- improvement in the family incame
-~ fashion trenda

Recent comsumer research surveys ahow that there are six typical periods
in a family's life wten expend{ture on furniture will increase:

- when the 'just married' couple reat or buy itheir first fiai/house

- after the birth of the Ziist caild

- &fier a promstion or an improvement in incame

- when 'teensgers' raach college level and start receiving friends
at hozme

- when Yhuying a secondary regidence for weekoends or hclidays

-~ when the children becon;e indepexdent and leave their parea*s home.
(Here a tendency has often veen observed towards the purchase
of period siyie furniture).

Kodern consumers tend to buy furniture ia accordance with the
follcewing criteria:

-~ Btyle

- qualily

sueitability to existing lome Zurniture
- price

tractical value

]




Pifty yvears ago, Tashion in furrmiiture was more or less
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irfluential evoups. Today, a considerable zmvmber of pecple are I volved in

setiing fashions, including:

- Zachion designers

~ Interior desorators

- awrchitects

- mARruxfacturers

- dealers

- importers

- womenfs and hcusing magazines
- *rade reviews

dndern mass media spresd consurer information at all levels and om such
a scale that the taste cap between the different social categories has been
vagtly reduced or has become non-existent. Modern furniture buyers usually
know what they wunt; this is rainly due to betier purchasirng power, better
knowledge of furniture styles and materjals, and the larger choice of furniture
offered by the trade., Thersfore, in today's furniture market, new products
(i.e. new in any way in any target market) are so iuporsant to the survival of
a fim in a competitive economy that there has to te organized methods of
product develomment; nence the need Zor a Jarketing approach and for planning.,
This in turn will improve marketing strategy, which alone can prevant the
product failures that no mamufacturer can afford in a situatior wher: increasing
mmbers of carpetirng products are being offered on the market.

D. Mundamentals of exnort trade

1. Ad7antages of export trade

There are many basic reasons why a country may want to pramote export
trade; some typical excmples are abundance of netural resources, unemployment
ard cheap manpower, wie necessity of paying for imports, balance-of-payments
probliems, etc. From the viewpoint of an individual enterprise, however,
considerations regarding export trade are essentially differen%.

Por a new or potential exporter, the advantazes may be direct or indirect.
Direct acvantages include the creatiou o* 3 larger market, incressed and even
masgs preduction, ap:scilalization and concentration in production, more rapid
igventory turnover and more sales reverme, btetter chances of balancirg seascnal
differentiais, and poasibilities for 1dmiiing =itz caused by changs in local
demand, 'Therc mey alac be indivect advantages., Por erample, increased exportis
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= ;7 tring abtoul chauges im the Vedhmical and mansgerial siruciture of an
enterpris2 through competition; the technical develomenis and itendercies

in Zorvizn countries that an export caxpany must follow will make it more
campetitive damestically, Purthermore, export trade often tends to improve
co-cperation among dome: tic companies through ratiomalization, specialization
ard the lixe, Arother mportart factor is that a well-Xmowr amd suczessful
exporter bas & better image 11 the hame market and may gain access to more
long-tem credits, both damestic and foreigm.

2. Study of export potemtial

The first astep in studying export potential is fto determire the position
of an enterprise in the home market, the general trends within the industry
and present exports, if any. Ihe posiiion of the enterprise must be analysed
&3 regards existing market ahare, trends of develomment financial position
and availability of sdequate financial resgurces, Tae second step is the
study of production, that is, of the suitability of products for export,
possidle patents or other protections, produciion capacity and plamming capacity
for technical modifications,

The next factor is pricing. In general, the price of a product is fixed
ty the price level of axisting camretitors or substitutes, and the cost price
must be calculated for camparison with this figure. In export pricing, however,
gpecial features should be taken inmto account, In the case of export products,
the domestic sales %ax is normally deductible, as taxes axd duties are deductible
that are paid on imported raw materials and accessories ('draw back syatem').
All domestic selling expenses should also be deducted from export prices. Im
practice, one of the most common methods of determining the lcwest export price
is the so-called break-even analysis, in which the price must cover at least all
variable costs and then, if possible, make scme unit contribution to fixed costs.
Important factcrs in export trade are the -pscific costs caused by exporting,
which may consiat of such necessities as market research, advertising, product
modirication, better packagirz, siaff travel, eic, These zostz often cannot
be assigned 1o any particular sale and should therefore be spread over a paricd
of time.

The last stap in studying export potential iz to determine the range #nd
acope 0 the different toocls of marketing available to a camipany. Basically,
they are the same as those requived for dammestic maxketing, out in export
trade they must be adjusted to local conditions in foreign countries, which
will increass costs substantially. Moreover, the competition im likely <o be

keenar, and for these reasons a potential exporter should co-operate closely
with camestic or foreign representatives and most importantly, wiih other



]
{n
\

exvorters. Wher plannirg <¢ export, & firm must Seer in mind ‘hal export
trade is a long-tarw ac*ivity taking years v learm and wmat profiis are
ofter not made immediately. On the other hand, an exporter is required 1o
cozply wiih sgreements and comzmitments ard to have Znmowiedge of export trade,

+.xas and procedures,

3. The export process

Occasionally, a firm may receive inguiries Zrom Ioreign representatives
or importers leading to sctual sales later, More often, however, “he export
process must be initiated by the potential exporter. Ore way to do this is
to carry out market research, wnich also 2larifies available distribution
chanrels and their costs., However, such studies tead to be mather costly,
and their findings may be speculative and useful for only a short pericd,
so that this activity can normally be engaged in orly by larger enterprises.
Another way of gaining a footlsnold in foreign markets is to take part in trade
fairs and exhibitions, which can serve both as a means of establishing contacts
and a3 actual selling situations., Even this type of participation is rather
costly and can best be accompliihed through co-operation among many smaller
firms,

Pron the point of view of a =mmall znterprise, the best way of tiatipy
the export process may be to get in touch with either imprrters or their
internediaries, directly by letter or through sales representatives. The
choice &£ appropriate channels wﬁll depend on such circumsiances as the type
of product, size of the enterprise, local (:oreign) pur<hasing hatits and
product price.

In foreign countries, the distribution channels consist typically of
export agents, . —>rt egents and firms, wholesalers, depariment stores,
retail cutlets and brokers; 2all of these are generally involved in selling,
Sometimes 1t may t» possible ‘o sell directly to industries ard imstitutions,
occasionally even through a local marufacturer ;/1f the preoducts complement
each other., Owing to the high costs involved, the egtablisiment of a sales
organization i3 usually realistic only for large enterprises with vcry profitable
products or for many small campanies working in close co-operation (export
copsortia).

1/ See chapter E for subcontracting activities.
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In expere rrade tkhere are cofien naAry Trres ¢f sutvorting activiiies az

diZferent levels that are of vital imporvance for relatively small exporters.
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17 govermzent exnert organizaliions or Zimencial arrargermernts oxisti, they sktowld

ve utilized, OCn the otker hand, there may te Zereizn trade associations and
idustrial federations tha* can Zurmish valusble informaiiorn or support, Ixpor

activities may o some extent e p-auaoted through chazbers of coxmerce and
local banis carrying on interuational overations and ibrough the official
camercial revresentaiives and trade sitachés of foreign countries, However,

these institutions may be limited in mmber.

Taportant possibilities for individual exporters are expert and sales
agsociations and export grours or ccnscriia based on voluntary co-opera*icn,
Associaticns may be formed either to cover 8 product rarge or a regiop; their
main activity is often concerntrated on promotional aspects such as establishing
business conxzaxions apd arranging exhibitions and joint advertising, btut they
may also engage in market research apd evern in actual selling., Zrxrpcrt groups
or consortia, on the other har ', are based on sgaller groups in which small
mmZactarers of different but supple.entary producis obtain marketing
izformaticr in a Joint effort, using the same charmels of distrivutiorn and
kiring joint persormel., In the light of the prevailing keex compeiitiorn
in intermatioznal narkets, same form ¢f co-operstion between small enterprises

is highly advisable for increased exports or even for any exports at all,

4, ¥arket egearch

¥arket research is the systematic coliectiorn and analysis of marketing
irformation, It includes various types of research, among them market
analysis, a study of the size, “ucation and characteristics of markets; sales

analysis, which concernms cor.umer attitudes, motives and preferences.

Before starting the production of a rew item, managemert should obtain
informatiorn on the potential market, its size arnd location, campetitors,
expected narket shere and sales volume, customers' needs and preferences, etc,
The same informsticr requirements apply to exisiins products if the sales
volume or market share is to be increased. Same of the basic market information
m=y be odtained from statistics, previous studies, publications, trede jourmals
and similar scurces., The data on customers' wishes and preferences and on

campetition may to scme extent be gathered through a company's own selesxern



end retailers, Consumer surveys Such as personsl Interviews, mail guestion-
caires ard mciivetioral research are more difficult to conduct without expert
belp., ZInsteed, product tests in which new items are given %o selecied cusicmers,
or test markeling ir which & new product is actualliy offered for sale in certain
lccations only, zey be used for studying customers., It xust be emphasized that
e use of cutside mrrket research experts or consulting Zimms normally gives

the best results, but it is very cosily and always leaves same problems that

muzst be resolved by subjective decisions,

5. IExport markei surveys

A marufacturer who intends <o enter foreign marvkets is handicapped iz
many ways; he has no «xperience of these markets, he way be unable ‘o discuss
with p-ospeciive clients in 2 common language, and he may not have a cosi-
analysis developed to determine a reml price for export. Many specific
difficulties exre evcounteredi in the export of furniture and joinery products,
such as the lack of appropriate mamufacturing tradition in the factory of the
experter snd the absenc: of a tvradition in using furmiture; such faciurs mey
make potential importers hesitate to place an crde:,

Marketing is a strategy of presenting a product. It is based on research
on the needs of people and on the weys of staisfying these needs, It entails
developing a system of ‘{ransforming such ways into concrete services end
products tnat can be produced at a competitive price, and it concerms the
mamrfacture, distribation, describtion, sellins and consumption of the product.
In marketing there are four basic considerations: the product, price, pramotion
and distribution. Ir 2 market study tangential factors should be included such
83 demand, competition and institutional factors (tariffs, barriers, etc.). An
export market sur~.y must be specially designed to the previocusly defined needs
of the enterprise so as to provide specific guidelines on which an appropriate

markeiing strategy can be based, The following i3 a suggested outline for an
export market surver:

Suggested outline

A, Yain demand factors

l. General econumic trends
2. Purniture in the femily budget

B, The furniture market

1, General characteristics
2. Damestic production

3. Poreign trade
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4, Corsumption

S. Marirel azcess

o, Uistrivuticn patierzs

7. Mar¥xeting arsac

8., Commercial practices

S, Styles and woods in demand
10, Price levels
11, Transport, packing and packaging
12, Promotion and advertising

C. The domestic furniture industry

1. Structure

2. Geoxraphical location

3. Supply of raw materials
4, Materials and technology
S. Standard sizes

6. Quality standards

D, Sumpary of reccommendations

E, Opportunities in furmiture sub-coniracting

with developing countries

As is apparent from the foregoirng, although the furniture market has been
rapidly exparnding in most develéped countries, developing countries have not
been able to take full advantage of this expansion and their share of the
market does not campare favourably even with their market share in timber,
sawn®ood and other wood mamifacturers,

A mmber of technological and financial factors may largely account for
this situation, and it is ndt the purpose of this paper to discuss them., However,
the fact remains that a mmber of developing countries have a furniture industry
posasessing a certain degree of technology and a traditiorn in woodwor¥ing that,
coupled with an adequate domestic supply of +ropical woods and abundant labour
force, should enable tham to create an export potential. One of the main
reasons for the comparatively poor performzance of developing countries may
be that their information on foreign markets is inadequate and they therefore
lack & pruper marketing approach to product planni'g. But, on the cther hand,
furniture mamifacturers and major purchasing organizations in developed countries,
particularly in Western Eurcpe, have regarded ir the past with considerable
scepticiam any collaboration with furniture mamifacturera in overseas
developing ccuntries.



Homever, bo.h the developed market economy countries, and to 8 lesser
extent, the centrally planned econcmies are relying to a larse extent on
tropical hardwood logs and sawnwood ito satisfy their needs in forest produsis.
Thig 4trade nas increased in the pasi, and it is forecasied that it will contimue
in the future.

Increasingly, export —estractions for logs and lumber Zram developing
courtries is starting to czange the import structure of wood-processing industries,
Because of the de facto monopoly whick developing countries have in tropical
hardwoods and the tariffs facilities accorded to them for exports of semi-~
marufactured and mamfactured products under the Generalized System cf Preferences
(GSP), +he developing countries can and should enter these markets; initially
with gemi-mamufactured products, such as veneers and plywood, and subsequently
develop their secondary wood-processing industries to euable them also to export
pamifactured wood products such as joinery, furniture (probably in component
or knock-down form) and Hrefabricated housing components.

Although threatened by campetition from plastics, the use of hardwood in the
furniture industry is likely to go on increasing for as long as the prevailing
treud for rustic-style furniture cortinues, and providing its price elasticity
remains favourabtle, The furniture industry is probably the major consumer of
both logs and sawn timber. Beech, together with cak and walmut are probably
sti1l the single most popular species used. However, tropical species (obeche,
teak, sapele, malogany, ramin, meranti, etc.) still account for about two thirds
of hardwood consumption. 7This prouportion is likely to increase as developing
countries increase their trade with Europe and pramote the use of lesser kzown
species, Prices for tropical hardwoods are likely to rise relatively quickly
in the future, However, resduced svailability of domestic European species may
ensure ihe former an increased share of the market,

In former times, furniture was almost entirely produced within the same
factory and only certain fittings (particularly in metal) were purchased fram
cutside the plant. Over the last twc decades; however, the range of wood
camponents supplied to furniture mrkers has increased consistently, and major
develomments such as the sub-contracting of surfaced ard finished panel boards
were introduced. These developments have since expanded to cover similar and
other types of finished board, cut-to-size, machined, edged and drilled ready
for assembly into basic carcassing for cabinets and other types of frr—**_re,
Also, a greater proportion cf timber elements are supplied from cutside the
industry, including ams and legs, etc.
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Thus, wiil increasing specialization and the introductiicr ¢f mass-producstion
vechnicues, part of the furniture indusiry is now evolvizg into the mamrfaciuring

of furniture cwmponents to be agsembled by other faciories, This has frecuvently
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been the case for smell cacparies gnecializins in selid weod produc.s wnere

nenpower skills ere still necessarv,

Until recerntly, the mamufacturing of cambcnents has mainly been diracied
to support tre furmiture mamrfacturer, However, 'with the rapid develcomert
of nes distribution cutlets specialized in retailing knock-domn, 'do-it-voursel?l!
typ: of furmiture, such as IXKEA, EuropamBbel, etc., there is at present a bdig
cpoortunity for component mamifacturers to supply clirect.ly a full range of
cozporerts or ever complete knock-down sets to distributors whe are iInterested

in offering their own brand lines,

It may be concluded from the above, that mamufacturers of wooder furniture
in develoring courtries are now given a significant opportunity ic develop
their exports of wo .en furniture by mamifacturing semi-finished compornents
and/or complete knock-down sets for distribution in indusirialized countries.
It i3 to be ccntended that this development can be zutually beneficial for both,
exporters in developing countries and importers in developed countries, particularly
in vhat concerns the supply of solid wood components such as table tops, legs,
chairs, etc., wmnich could be supplied in a wvariety of damestic tropical hardwoods
by a considerable mmber of medium-to-smell size companies in several developing
countries offering competitive advantages ir cheap labouvr, abundant raw zaterials,
and a minimm of overheads,

Collaboration with furniture mamifacturers in overseas develoring couniries
is technically feasible, but has been regarded in the past with censiderable
scepticism in same West European countries. Geaerally, mamifacturers/importers
in industrialized couatries have been greatly concerned on the one hand sbout
freight costs, and or the otker band about regularity of deliveries. Maritime
Ireight costs may represent a significant element in the price o¢f a product; these
cc8t38, over which the business partners have no control, are fixed unilaterally
by the skipping campanies. See transport, it is arguad, alsoc constitutes a
permanent factor of uncertainty for the trade, becmuse non-campliance with
delivery terms could lead to 2 Berious dislocation of a mamifacturer's production
echedule. Hence, mapufacturers in the target markets ares nnt always corfident in
oversecs suppliers' z.ility to ensure delivery on time, because of the
irregularity of shipping services and the great distances involved,



Hcwever, Jurcrean mar:lactuers anc iuaporters of wooden Jurmiltire are gererslly
Ir & position =C provide tnhe ITinmancigl, sechnical, and managerial Xncw-row Zor
collaberaticn with mamacturers in cverseas developing countries, and It is <o
be hoped thet they will adcrt a more posiiive approach for, in spite of ikhe above-
zentioned problems, this type of collaberstion is proving quite successfud in ike
Tnited Siates and Japar where namcfacturers and importers have gained consideratle
experience in dealing with developing countrZes and ithis relationship has produced
acceptable resul.s Zor both parties. An illustratiorn of ibis exmmple is the fact
thet & develcring couniry, nemely China (Taiwen Province) has now became the major

source of imports of wooden furniture and parts in the United States market,

"he Intermational Trade Centre UNCTAD/GATT has been actively involved ogver s
mmber of years in the furniture field by assisting a considerable mmber of
developing ccuntries iz their efforts to promote their exports of wooder furmiture
ari parts. In several cases, these efforits have met with considerable success and,
as a8 result, certair developing countries sre now increasingly active in the export
field. Eowever, it has been our experience that one of the main protlems hampering
the develomment of a more consistent co--oreration beiween industrialized anc
developing countries in the field of furaiture sub-comtracting is constiftuted, on
the ope nand, by the la:k of marketing information >n target markets existing in
the majority of developing countries and, on the other hand, by insufZicient or
inadequate information in develuped zountries on the pcasibilities ard export
potential for furniture sub-contiracting offered by a mmber of developing countries,

In our view, a possible solution to this problem may consist iv the esitablistment
of a furniture sub-contracting exchange where com—inications on supply ard demand
for furniture products vetween industrialized countries and developing countries
would be greatly facilitated., This {type of exchange may in time operate wiilk’
the scope and terms of reference of the proposed Yropical Timber Bureau. F-
pending the creation of this Burezu, the sub-contracting exchenge cculd perhaps
operate, initially, &t least, iIn 8 modest scule at individual couriry level, through

local trade associacions,



*., Conzlusiorns

Xamy developing countries are fortumate Ixn having gzood reserves 3 tizber
all recuirTe some sort of housins and hame furaishings, ZIZver if a country shoulid

lack sufficient timber o zeet its needs, 8 STrong WOOd-TIScesSing InusiTy

baged or impor:i. . raw material may stil. prove an important asset. Suck azn
ipdustry could provide the framework for supplying Tecuirexernts Jor hcusing and '
hare furzishings and could create emplowyment, thus leading 1o improved living
stancards.
Develoring countries have a near monopoly in tke itrorical woods that are

in ineressing demand by developed couniries for Zine Zurmiture ard joinery werk.
However, the bulk of these exports is still ir the form of logs whick are
processed into woodern zamifactiivres in ‘the devel iped coun:ries, thus corpiributins

littie to the econazies of the exporting ccuntir. es.

As the prrducticrn of furmiture i3 not a difficult mamufacturing process
involving camplex technology, mury exdisting small-scale factories can, with
proper rlarninc, be up-grvded to industrial enterprises thrcuzh assisiance
in production planning, gquality control, design for larger production series,
selection of equirmment for woderrizing their worksnops and more efZicient
crganization of work, including marketing.

The reguirements for nanufacturing furriture and its campenents for the
export market, however, are more ;tringent +han those Zor the hame market.
Y¥ew technologies must be mastered for kln-drying, surface Zinishing and
precision nachining, since the changes in climatic conditions, custamer demands
and the need for shipment in knock-down form imply the assembly of inter-

changeabie campouents.

Some developing countries are well foresited, have wood as a valuable and
reneweble natural resource and abundant labour., As both the requisite skills
snd capital requirements are relatively low in furniturz and joinery, these
countries should strive to take advantage of this carpination aud work 1o
expor- to the markets of the indusirialized countries; for if developing
countries are to achieve a better intermatioral division of work, the
furniture ard Jolnery industries could well be & field i which they could
play an increasingly important role,
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