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Foreword

Small and Medium Enterprises (SMEs) are recognized for their inherent contribution
to economic growth and creating employment opportunities globally. Both developed
and developing countries embraces that SMEs have become one of the key instru-
ments to achieve sustainable economic growth, SMEs represent about 50% of
business and more than 30% of employment worldwide and formal SMEs contribute
up to 40% of national income (GDP) in emerging economies. Small and Medium
Enterprise Foundation (SMEF) was cstablished with a wiew of ¢reating an enabling
environment for the SME sector development to alleviate poverty, generate employ-
ment and thereby accelerate economic growth,

The significant activities of SME Foundation are executing the SME policy strategies
adopted by the Bangladesh Government, policy advocacy and intervention for the
development of SMEs, easing the way of getling financial supports for SMEs, provid-
ing skill development and capacity building training, facilitating adaptation with
appropriate technologies and access to ICTs, providing husiness support services efe,
Besides, the foundation is administering wide-ranging support to the existing and
potential women entreprensurs with a view of bringing them into the mainstream
business community,

MNowadays, Furniture has become indispensable products for our home and office use.
The recognition of the furniture sector as a priority sector in the [ndusirial policy-2016
and as an export diversification sector in the Industrial policy-2022 highlights the
importance of this sector in the couniry’s economy.

Realizing the impoitance of this sector, SME Foundation have conducted this Furni-
ture Sector Study. The completion of the furniture sector study is a significant step
towards identifying the challenges faced by this sector and designing appropriate
intervention progiams 1o address them.

The objective of this study iz to explore the comprehensive scenario of the furnines
sector as well as to identify possible initiatives to address the key challenges of this
sector. This study covered various issues of possible interventions liks policy advoca-
oy, capacity building, access to finance, access to Information and Communication
Technology, technology development, up-gradation and transformation. business
support secvices efe, for the development of this sector, Hence, the SME Foundation
felt the nesd to publizh the study repoit to disseminate the findings to the stakeholders
in order to design appropriate interventions/programs of the sector



Finally, T would love to say that, this Furniture Sector Study and publishing the
findings iz really a good effort. Thope this publication will be useful to the policymalk-
ers, practitioners, acadervician, researchers, and relevant stakeholders in reviewing the
existing constraints and policies for the development of this sector. And last but not the
least, a heartfelt thanks to all related to this publication for their contribution.

Dr. Md. Magudur Rahman
Chairperson, SME Foundation
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EXECUTIVE SUMMARY

The lurniture industry in Bangladesh mukes multifaceted contributions 1o the scono-
my. including value addition. employment generation. export sarnings, mport substi-
tution, and poverly alleviation. Besides, (his is one of the few indusiries in Bangladesh
with high growth potential in local and global markets. Henes, the Industrial Policy
2016 has classitied Bangladesh's furniture sector as one of the “Throst Ssctors”. How-
ever, this industry requirss mors support for hard and sofl resources from the goven-
ment and other relaled staksholders. Real-time information relating to this industry is
hardly evident, muking it challenging to frame time-befitling policies and allocate
resources to this industry. The current research aims to serve this end by conducting a
gector study under the financial suppart of the Small and Medium Enterprize Founda-
tion (SMEF). A team of researchers [fom the Faculty of Business Stodies, University
of Dhaka, conducted thiz sectoral study baged on the ToR prepared by SMEF.

This research aims to otfer a comprehensive scenario and identity possible initiatives
in the forniture sector to respond ta some of the key challenges currently affecting the
industry. In particular, this study intends to unearth the demand and supply scenarno,
current market performance, market growth, global business trends, barmers,
prospects, technolagy, human resource development status, and value chaim and then
provide action plans for stimulating the development of this sector.

This study collected both primary and secondary data. The primary data were collect-
ed through a survey. focus group discussion (FGD). and key informant interviews
(KIT). As many as 426 firms from 47 upazilas across the eight divisions were used as
gample respanse units for the survey. A questiommaire was used as an instrument,
which was pre-tested and distributed for collecting data. This study also conducted 8
FGDs in 8 divisional eities through developing an FGD protocal. The FGDs meluded
diverse industry stakeholders, furniture manufacturers. related and support service
providers, associstions, supply chain partners. representatives from commercial
banks. and policymakers such a3 the Export Promotion Burean. Bangladesh Bank, and
the Wational Board of Revenus. This study also conducted 15 key informant
interviews. Secondary data were used from premier dats sources such as the Bangla-
desh Burcau of Statistics, Bangladesh Bank. SMEF, Export Promotion Buresu, and
Bangladesh Investment Development Authority. This study also consulted books,
Journals, and other published materials to substantiate its findings.

One of the major aspirations of this study was to determine the market size of ths
furniture industry. Undoubtedly, it was a major challenge for this study a8 no struc-
tured data was available from public sources. This study thus accommodated insights
collected from the survey, KII, FGD. and some available pubhished sources from the
E, TDLC, association leaders’ remarks in publications, and government authorities.
Considering all the primary and secondary data from these diverse sources and conse-
quent meticulous analysis reveals the furniture market size as BDT 235,000 crores,



and the total number of firms stands to be 70477, This study also shows that the
munber of micro furniture enterprises having an employes number of 3 or less
decreased. Tn contrast, enterprises with more employees increased over the years.
However, around 40 percent of fimiture enterprises suffer from the availability of
their showroom.

From the raw material sourcing point of view, this study finds that the sector can
primarily be classified into five segments: solid wood, processed wood, plastic, metal,
cane, and rattan. Products from the customer usage category can be gategorized as
office furmiture and home furniture. Except for solid wood, producers in other
segments are found to be highly dependent on imported raw materials. Modular, multi-
purpose, and spage-saving furniture ave begoming popular in the global market and the
urban areas of Bangladesh, but the opportanities have vet to be explored adequately in
Bangladesh. This study also assessed the value chains of the major fumiture catego-
ries. The analysis reveals that only 22 % percent of respondents adopt sub-contracting.
It is thus apparent that the sector still has opportunities to broaden its scope and follow
an efficiency model to extract more valoe from the current walue chains. Considering
Porter's five forces model, this study finds that the bargaining power of buyers and
suppliers is high, entry barriers are low. substitutes are growing, and competition is
also at a high level. The attractiveness of this industry from the entrepreneurial lens is
thus not high; however, offering meaningful differences in product offerings can still
make a profitable space for new entrepreneurs.

This study finds that the share of furniture exports in Bangladesh's total export
earnings is insignificant. [n 2018-19, furniture exports accounted for only (.18 percent
of Bangladesh's total exports. The export destinations were the TS, Canada, Australia,
the UK, the Middle East, Gulf countries, and other Asian countries, like India, Japan,
Taiwan. Singapore, Thailand and Vietnam. In the office fumiture segment. there is a
vast market potential in the USA and Japan. Even though China captures 31.7 percent
of world exports, rising labor costs in China may change the export scenario and offer
more space to new fiuniture exporters. Since the industry is labor-<intensive, Bangla-
desh can explore the apportunity. Using an autoregressive model, this study finds that
furniture exports from Bangladesh are likely to reach 100 million TISD by 2022,

Regarding technology adoption, this sector is still dominated by hand tools (i.e., 30
percent of firmg). and only 3 percent use heavy machinery. Some commonly used
machinery are bits, joints, randa, circular, drill, bending, welding, and cut saw. Some
modern machines used by medium-zsized firms are surface planer, thicliness planer,
combination machine. table saw. spindle moulder, router, CNC. and mortise. To
acquire modem power tools, small firms find the hurdle of financing from commercial
banks. Entreprensurs claimed that high-interest rates, excessive requirements for
documents, long processing times, and requirements for collateral are some of the key
impediments to obtaining a loan from banks. Therefore, many entreprenenrs have a
low intention to avail bank loans, and some intend to take loans from NGOs, Besides,
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mechanization of the production process requires many new skills, which are currently
very scarce in Bangladesh's labor market. Therefore, mter-firm mobility of employees
is very high. Most workers enter this sector as an assistant or day labor (DL) and
gradually gain on-the-job skills and experience, which, in the long run, start their
busineszges. There is a shortage of skilled labor in licker, polishing, wielding, painting,
CNC operation, product designing, and quality control. The average monthly salary of
unskilled labor in the furniture industry is BDT 6,000 to 8,000, which can substantially
ingrease if they possess some basic soft and hard skills. Labor wnrest was found to be
very low inthe furniture industry, which is one of the most encouraging aspects of this
sector. However, there are some problems in the working environment, such as (a)
unplanned factory location, (b) lack of proper fire protection, (¢) lack of proper factory
environment and safety measures, (d) presence of excessive dust and particles, (e}
low=leve] of compliance practices and (f) low level of employes knowledge on the
protection of body parts. This study found evidenge of wastage in solid wood,
processed wood, metal, cane. and plastic categories. In the solid wood category, 66
percent of respondents said that wastage is high in variovs produvction sections like the
sawmill, production unit, and distribution stage. From the FGD and KII of this study,
it was found that there is meagre progress in the case of digitization and automation in
manufacturing wnits. Only a few mediuom to large companies, such as Hatil, Akhter,
Partex, (itobi, Brothers, Wadia, and RFL, have started automation at different manu-
facturing stages. Strategic alliance and caollaboration are also found to be very low
across and within the industry, which resonates that the fumiture sector does not have
adequate understanding and preparedness for the 4th industrial revohition.

This study identified some of the significant barriers hindering the progress of this
industry. The furniture industry lacks a skilled labor force to deal with design, use
modem machinery, provide technical solutions, and manage local and global market-
ing challenges. Other significant barriers include but are not limited to shortage of
capital, inadequacy of showrooms, warehousing difficulties, absence of quality certifi-
cation, negligible forest endowment. low-quality transportation and infrastrocture,
lack of research and training, and high import tariffs. Facilitators such as banks,
government authorities, and related stakeholders thus need to extend their helping
hands around these areas. One example of policy advantage and its impact can be seen
in Governments® cash incentive programs that encourage some owners to explore the
international market. However, only a few owners have enjoyed this facility; thus, we
need to reach out to more owners across different segments of furniture manufacturers.
This study proposed specific action plans to be undertaken by specific implementing
agencies. Successful implementation of the plan would surely give Bangladesh's
furniture industry a chance to be a significant player in the world forniture marlcet,
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CHAPTER 1
INTRODUCTION

1.1 Study Background

The forniture industry in Bangladesh was primarily developed as a cottage-based
industry at its beginning. Since the 19905, this industry has been gradually transform-
ing from cottage to mechanized production by incorporating modern technologies,
innovative designs, and the vse of diverse materials. At present, it is considered a
full-fledged industry, and the Government of Bangladesh has declared the fumiture
industry as a *“Thrust Sector’ in the Industrial Policy 2016 by considering its contribu-
tion to the economy in terms of value addition, employment generation, export poten-
tials, import substitution, technology upgradation and so forth, The local manufactur-
ers have started exporting to many international markets in Asia, Africa, Furope, and
Morth America, The average growth of furniture export has been about 17% anmually
for the past ten years. Bangladesh's main congentration of furniture manufacturers is
rostly evident in the city centers of different urban, semi-urban and peri-urban areas,
Some regions or closters with a sizable number of furniture firms are Dhaka,
Chittagong, Sylhet, Comilla, Tangail, Gazipur, Naravangan|. Jessore, Faridpur, and
Bogra. Among these cities, Dhaka and Chittagong have the biggest concentration of
indusirial manuofacturing. As per the SME Foundation cluster study report (SME,
2013), the furniture (both steel & wooden) clusters are located in different parts of the
couniry namely Dhalka, Chittagong, Madaripur, Faridpur, Thenaidah, Kishoregonj,
Ehulna, Pabna, Gopalgonj, Jhalokathi, Ilabigonj, Pirojpur, Lakshmipur, Feni and
Comilla. The main varieties of furniture manufactured in these clusters and other areas
of Bangladesh are made of solid wood, processad wood, metal, cane & rattan that are
used as home furniture, kitchen fornitare, office fumiture, hotel and restaurant furni-
tare, hospital furniture, school furniture, factory fusninire, outdoos furniture, children
furnimmre, and ship furniture,

The furniture industry of Bangladesh, although it has been evolving steadily, still
appears to be one of the tiniest players in the world furnitire market concerning
production volume and export. Furniture exports in the world in 2018 weps £259.50
billion (International Trade Center, 2019)",

International Trade Statistics reveal that the major forniture producer in the world
macket is China, which accounted for 37.1% of world fueniture exports in 2018, Other
rajor furniture manufacturing couniries are the United States, Germany, [taly, India.
Poland, the United Kingdom, Japan,

IFyrnityre expost inclydes all productt under HS B4, Imtermaticngl Trade Center (201590, nternational Trede Stasizhes: Onling



Canada, and the Republic of Korea (Center for Industrial Studies, 2017).2 The evolu-
tion of fumiture production by geographical region in the past ten years outlined some
major issues: from 2007 to 2016, production in Asia and the Pacific more than
doubled, while changes in other regions were comparatively minor. Therefore, over
half of the world's forniture production oceurred in Asia and the Pacific in 2016, The
leading furmniture importers are the United States, Germany, the United Kingdom,
France, and Canada. In the last few wears, the increase of imports in the USA (from
US$ 35 billion in 2014 to about TISE 72 billion in 201 8) was the main engine of growth
in the international furniture trade. China is the main fumiture exporting country,
followed by Germany, Italy, Poland, and Vietnam. Figure 1.1 and Figure 1.2 presents
a summary statistic of the top 10 furniture exporting and importing countries.

Figure 1.1: Top ten furniture exporting eountries and their share in the world market

in 2014 and 2018
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A significant new development in the world forniture market is the declining trend in
furniture exports from the USA. Forniture exports from China also dropped in 2016
and 2017. However, China achieved positive growth in furniture exposts in 2018,
Vietnam has been showing remarkable growth in fumniture exports; its share in the
world fumniture market has increased from 2.1% 10 2014 1o 3.7% in 2018, Countiies
like Vietnam, still recovering from its long-lasting war and reboilding the nation, can
be Bangladesh's leading example and inspiration. If Vietnam could achieve a sirong
pregence in the international furniture market within this short span of time, there is no
reason for Bangladesh 1o fail (o emeige 38 a major fumiture exporting couniry in the
world.

Weater for Industriel Stodies (20171, World Furnibars Owtloak 2017201 8 New (00 Cousiries Editiva. Cratrs for Induzirial
Sredies. Remisved from: b werwcsilmilsng com



Figure 1.2: Top ten farniture importing countries and their share in the world marker
in 2014 and 2018
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The worldwide average consumption per capita of fueniture is USS 72 per year, Total
world furniture consumption wag USE 396 billion in 2016, The number of users in the
Fumniture and homeware segment is expected to be 7835.6 million by 2022% The
fastest-growing region continues to be Asia and the Pacific, although growth in Ching
i slowing down. Prospects for North Americs are more favorable than for Europe.
South America remains to be in a phase of recession. Overall, the international furni-
ture matket is growing steadily,

-

Demand for furniture in Bangladesh is growing due to the economic and social upgea-
dation of mass people. Besides, the booming real eslale sector in the country and the
rising demand for furniture in the world market contribule o the expansion of the
furniture industry in Bengladesh. Nonetheless, the backward supply-chain of this
industiv heavily depends on imports with a high (arifl vate that, in luin, decreases
effiviency and compeliiveness in international markets, Therefore, expansion and
value-chain integration of this industry is essentially required for emplovment gensia-
tion and to substilule massive impoils of component-parts and gel a strong foothold in
the lucrative world furniture market.

1.2 Rationale of the Report

SME Foundation is working to creale innovative entreprencucship in different seclors,
including furniture, One of the major objectives of the SME Foundation is to identily
and report policy anomalies and maiket and institutional Failures that are piejudicial o
the legilimate interests of SMEs, based on in-depth research and stakeholder consulta-
tiong. In light of this objective, this research is initiated to find out the cuirent status of
the fumiture sector, including but nol limited to exploring the aumber of firms,

¥The Btatigtica Portal, Fumniture and Home were, Refrigved from: hrips:srores stetista comioutlool 253/ | 0 Furmimere-home-
wene worldwidesmarhet-usm e



total employment, and contribution to the GDP, barriers towards development, and
recommendations to overcome those along with identifying market opportunitizs and
global business trends of this sector. The siudy's findings are expected to offer impetus
to SME Foundation in their advocacy in favor of this sector to the government for
making necessary arrangements to ensure sustainable growth.

1.3 Structure of the Report

The rest of the veport is structured in the following way: Firstly, the remaiming subsec-
tions in Chapter | presents the objectives and methodology of the study as outlined in
the ToR. Chapter 2 provides an estimation of the size and growth of the furniture
market. Chapter 3 discusses various segments and products of markets locally and
internationally. In chapter 4, the wvalue chain of different furniture sub-sectors is
presented. Technology upgradation and labor supply in the age of the fourth induostrial
revolution are discussed in chapter 3. Chapter & presents barriers to the development
of the fumiture sector in Bangladesh. Lastly, Chapter 7 provides a framewerk for an
action plan for hamessing the development of the furniture sector.

1.4 Objectives

1.4.1 Broad Objective
This study aims to explore the present status and prospects and forpaulate an appropri-
ate growth strategy for the furniture sector of Bangladesh.

1.4.2 Specific Objectives

The specific objectives of the study are to:

1} Determine the current size of the furniture industry (including but not limited to the
total number of enterprises, number of employments, mvestment, contribufion to
GDF. yearly tumover, etc.) in Bangladesh;

2} Present details on different types of product segments and raw materials of the
furniture industry;

3] Prepare the [ist of products with the harmonized system (H.S.) code this sector affers.

4} Analyze performance and market trends of this sector during the last five years at
home and abroad.

5} Understand the demand-supply scenario of the fumiture industry at home and abroad,

&)  Explore shares of different product segments of the overall market,

7} Describe the overall market and growth of different product segments,

8)  Determine market size at home and abroad with special emphasis on the market
potential/opportunities compared to other countries;

97 Analyze global business trends in this sector with future forecastg;
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12)

Tdentify barriers (tarff and non-tariff barriers, marketing barriers, information
barriers, financial barriers);

E=xplore technology upgradation, human resource development, and product develop-
ment;

Tavestigate prospects of developing new entreprenewrship in this sector;

Discuss government policies, incentives, and initiatives;

Tdentify policy anomalies, market failures, and instituticnal barriers;

Examine the scope of sub-contracting and vale chain opportunities regarding nation-
al and global perspectives;

E=plore the scope of Innovation in the furnitore sector

Sectoral contribution in meeting the related Sustamable Development (roals (SDGs)
Find the status of Energy Efficiency (EE) and Resource Efficiency (RE) in the
furniture sector;

Ascertain major issues hindermg the growth of this sector:

Eecommend the way forward to mitigate identified barriers with a short, mid, and
long-term time-bgund action plan.



1.5 Methodology

1.5.1 Research Design
This study has followed the flowchart given in Figure 1.3. The
details of each step are described accordingly.

Figure 1.3: Flowchart of research design
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Source: Fumiture Sector Study (2019)

1.5.2 Data Collection and Analysis

This research followed qualitative and quantitative approaches and used primary and
secondary data, Peimary data were collected by conducting Key Informant Interviews
(EIL). Focus Group Discussion (FGIY), and survey. For the survey. a questionnaire
was developed, pre-tested, and modified as per the comments on the inception
presentation. The questionnaire is attached in the appendix. A case study on a success-
ful enfrepreneur is also presented in the report, Data were analyzed using descriptive
tools (quotations, conversations, syntax, charts, cross-tables, etc.) and multivariate
techniques.



1.5.3 Population, Sample Size Determination and Sampling Technigue

The primary sampling unit was division, the secondary sampling unit was district, and
the tertiary unil was wpazila. To estimate the nomber of samples for the survey, this
study followed Cochran w.g. (1963) sampling technique. In counting the populstion,
this regearch has congidered micro, small, mediom, and large firms while excluding
cotlage firms. The population was 21,493 (BRS, 2015), snd the estimated sample size
wag approximately 400, Thos, a survey was conducted on 426 firms across 47 upazila
in & divisions. The distribution of sample firms by Division is presented in Figore 1.4,

Figure 1.4: Division-wise diztribntion of sample firms (in percent)

Sample Size Based on Region
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Foree; Fumnituee Sector Stody (2019}

Survey locations by upagzila‘thana were selected considering the concentration of
furniture firms in the respective Division, Survey locations by district are depicted in
Exhibit 1.1, while Table 1 provides the distribution of sample firms across the
divisions along with the names and numbers of upazila’ thana,

4The formule propoamded by Cochman (19631 16 a5 follows: Where; 1 ig the semple size: N stunds fior the populstion sicec snd =
denotes the level of precision (95 e =005



Exhibit 1.1: Location map of the firms surveyed

Table 1.1: Distribution of sample firms across divisions and wpazila

i Total number of firms
in the Divigion) and the
Drivizions Upazila/Thana Number of Sample
Firms
*  Barisal Sadar-Upazila
A + Jhalgkathu {680
ot + Mesarabad ( swarngkati)-Upazila 20
+  Mgihbariz Sader-Upazila
+  Chandpur Sadar-Upazila
+  Kasba Upazila
+ Fem
+ Double Moonng Thana {5874}
Chuttagong *  Hathazari Upa,zisia 104
*  Mirshari Upazila
¢ Debidwar Upazila
*  Adarsha Sadar- Upazila
+ Badda Thana
+ Jlaaban' Kadammah
+  Mirpur
+  Javar Upazila
¢ Shyamnapgar Thana
Dial +  Gampur Sadar- Upazila [EaEdy
" + Kalialmir Upazila 130
*  Sengair Lpazila
+  Marayangan] Sadar
*  Faridpur
+  Madanpur
> Kishorcgon)
. *  Mymensmgh Sadar {#65)
Hymemgh *  Durgapur Upazila 20




Ragerhat Sadar
Ehulna Fadar
Jessore Sadar

Alamdanga Upazila {1::5}
Abaynagar Upazila
Daulatpur Thana
Jhenaidah

Bogra Hadar Upazila
Pabma Sadar
Tachbibi Upazila
[shward) Upazila
Baolig Lpazila
Aditman Upazila
Thingjpue
Caibandhs {2E03)
Fumgram a4
Lalmanirhat Sadar Upazila
Mithapukur Upazila
Habiganj Upazila

Kulaura Upazila 1;1:;4}
| Sylhet Sadar Upazila

Tatal 426

Ehulna

(18531

Rajshahi 35

Sylhet

Mate: The total nomber of firms in the Divisions was collected from BES (2015).

1.5.4 Focus Group Dicussion (FGD)

Eight FGDs were conducted in eight divisions. The locations of FGD were Dhalka,
MMymensingh, Feni, Sylhet, Barizal, Chuadanga, Rangpur, and Pabna. FGDs were
conducted with diverse stakeholders, including furniture manvfacturers, related and
support service providers, representatives from commercial banks, and policymakers,
including representatives from the Export Promotion Burcau, Bangladesh Bank, and
the National Board of Revenue. Altogether, 86 regpondents participated in the FGDs.
The type of participants by their professions is shown in Table 1.2, and the list of
participants is provided in Annex 1. A discussion guide for the FGD participants was
prepared and shown in Annex 2. This research used audio devices and the recorded
output for transcription purposes. A surmmary of the FGDs is presented in Annex 3.

Table 1.2: List of FGD participanis by prolession

Number af

Profession of the Participants Pardieipanta in [%)
Proprietois 5l 39
Managers 4 3
Members of the Industry Association 3 &
Representatives fromn Commercial Banks 13 15
Eepresentatives from the Ceniral Banks 2 2
Representatives from the MER 1 1
Others {Logistic partners, experts) 10 12
Total 1 100

Source: Fumiture Sector Study (2019)



Among the participants in FGD, 59% were owners, and 5% were managerial-level
employees. 15% of the participants were from commercial banks who work in various
capacities. Aboutl 3% came from the policy-making institutions, including Bangladesh
Bank and the Mational Board of Revenue.

1.5.5 Key Informant Interview (KIT)

KTI was condueted as part of the primary data collection and validation. Aliogether, 15
KTl were conducted. In EITs, several notable stakeholders wers interviewsd, and their
opinions were sought using a KIT cheellist. Table 1.3 summarizes KT participants,
and Annex 5 shows the list of participants.

Tablel.3: KII participants

Category Number of Respondentis
Orwners [ Managing Direetors of Fumiture Fions B
Members of the Industiy Association 2
Institutional Represeniatives (WER., Bangladesh Bank, EFE) 3
Total 15

Source: Furnitore Sector Study (2019)

1.5.6 Interview Procedure

The interviews wers semi-structured. Questions, including tentative lollow-up
questions, were prepared in advance, and adjustments were made as the situation arose
during the interview. Inlerviews were digitally recorded and noted on paper with the
permission of the interviewees, A detailed interview protocol was prepared (o ensure
digital recording, wiillen consent, and assurance of confidentiality. The interviews
were conducied over eight weeks during the last quarter of 2018,
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CHAPTER 2
FURNITURE MARKET STZE AND GROWTH

2.1 Estimation of Bangladeshi Furniture Market Size

Resezarchers worldwide generally adopt primary and secondary research to estimate

the demand for or market potential of goods or services. Compared to primary

rezearch, they rely more on secondary research due to the cost and simplicity of imple-

menting the estimation techmique {Waheeduzzaman, 2008; Stuart et al.. 2014; Curtis

and Bradshaw, 2017). Nonetheless, no estimation technique is flawless. irrespective of

the robustness in estimation. the model's predictive power, design and implementation

feasibility. and the cost'benefit of the rezearch. Inprovisation snd adoption of creative

measures resulting m suboptimal selutions (Amine & Cavusgil, 1986; Armstrong.

1970) need to be accepted especially if there is a dearth of market-related imformation.

Currently, there is hardly any primary data representing Bangladesh's furniture indus-
try. This iz one of the first attempts to determine the market size of this industry. How-
ever, the inadequacy of the number of collected data compeared to the total number of
firms operating in this industry forges this study to rely on secondary data to estimate
the market size of the firniture industry. This study collected some market size-related
data from its employed qualitative tools. Therefore, it will use qualitative (primary
data) and quantitative (primary and secondary data) data to estimate the market size of
Bangladesh's furniture industry.

According to the European Union (ELT) technical report (2012}, the furniture industry
market was valued at 67 Lillion in 20012, and the number of firms was around 71034,
Taking into account the value of the market at that time, we can caleulate the present
value of the market with the help of the fellowing formula,

FV =1V x [1+ (i/n](nxt)

Where:

FV = the future value

'V = the present value

i = the interest rate or growth rate

t = the number of years to take into consideration

n = the number of compounding periods of value per year

The relevant information relating to the firniture industry, as presented in the EU
technical report (2012), can be used to caleulate the current market size. The relevant
information for that purpose is as follows:

FV = the fiture value

'V = 67 billion

11



i= 19 percent
t=7

n=(1x7)

Applying the formula in the current context, the present value of the 67 billion with a
19% annual growth rats is 67(1+4.19)7 or BDT 226.41 billion or BDT 22.641 crores
from 71054 enterprizes. Based on an in-depth interview with one of the officials of the
Wational Boatd of Revenve, this study finds that arowad 125,000 fusiture manofac-
turers are operating in Bangladesh. Considering new information, the furniture market
stands at BDT 398.41 billion or BDT 39,841 crores. owever, this figuie is inconclu-
sive unless we cross-validate with other secondary data, which is done in the follow-
ing.

IDLC Tinance Lid, (the macket leader in providing non-banking financial services in
Bangladesh) (2017) in their study (ound that arcund 75000 enterprizes are involved in
the furniture industry. Thiz study conducted FGDs across all the divisional cities of
Bangladesh and thus can be congidered comprehensive, at least in terms of coverage
from the perspective of qualitative research approach. According to the TGD partici-
pants and the quantitative data we have collected across all the divisional cities, 65.7%
of the furniture manulacturers of their respective divisions are non-branded and are
micro-level firms with an average monthly production value of BDT 2,50.000 or less.
It iz found that another 14.1 percent of the manufacturers have an average monthly
production of BDT 3,75,000. These two groups (non-branded and micto enterprises)
of firms can be considered micro-level organizations. Another 8.6 percent and 4.5
percent of the organizations have an average monthly production wvalue of BDT
7.50,000 and BDT 25,00,000, respectively. Our study found that 0.7 percent of furni-
ture manulacturing organizations in Bangladesh have an average monthly production
value of over BDT 30,00.000. About 5.4 percent of the survey respondents did not
diselose their sverage monthly production information. Accommodating these qualita-
tive and quanlitative insights of this study. the market size of Bangladesh's furnituze
industey can be caleulated. Nonetheless, ag there are discrepancies in the number of
furniture manufacturing organizations, a8 evident in the IDLC report, NBR prediction,
and the prediction made by the BEU, we are caleulating the markel size by considering
all these predictions.

This study presented the estitaated markel size based on the EU technical report in the
preceding paragraph. Next, the markel size would be estimated based on the following
information: {a) Thiz study eslimation iz based on the (i) prediction of the number of
firmz by IDLC and (i1} data collected for thiz study on the average monthly production
of firms. (b) This study estimation

12



iz bazed on the (i) prediction of the mumber of firms by WBR and (ii) data collected for

thiz study on the average monthly production of firms.

{a)  Market size estimation as per IDLC prediction of the numbes of fumilue manufacturers
and monthly production data collected in this study.

Table 2.1: Market size estimation based on IDLC prediction and monthly production
datn collected in this study

Categorizaiion (in Manthly Taal
terms of number of Number of firms average monthly
cmplovees) pri-duction praduoction
hlicrp Firms (3 oz leas) 65, 7% of 73000 45273 LES000 G616 crores
firms
Wiero Firms (6-10) L4 1% of 730000 105745 375000 396 erores
firms =
Small Firms (11-15) 9.6% of 750000 T200 TSO000 540 crores
firms =
Small Firms (16-20) 4 5% of 730000 3373 2500000 843 croies
fioms =
Medmm Firms (21-50) 0.7 % of 75000 52 000000 26 croces
and mors firms =
Total no. of firms = 70477 Total monthly production
firms =2421

(b}  Market size estimation as per NBR prediction of the number of fumniture manu-

Fonres; Furniture Seetor Stody (20191
Therefore, the vearly production value is 2421 = 12 =BDT 29,052 crores.

facturers & this study data
Table 2.2: Market size estimation based on NBIR prediction and monthly production

data collecied in this study

Tutal
: ; Monthly
Cogmimion (nrms | Nomberottins | e | o0
’ produclion &

Micro Firms (5 of lesz) 63, 7% of 125000 B2125 | 125000 1026 ceove
firms =

Micro Furms (6-10) 14.1% of 125000 17625 | 373000 661 crores
firms =

Small Firms (11-13) 9.6% of 1250000 12000 | 750000 200 crores
firms =

Small Firms (16-20) 4.5% of 1250000 3623 2500000 1406 crores
firms

Medium Firms (21-50) 0.7 % af 125.000 B3 000000 437 crores

and maore firms =
Total no. of firms = 118230 Total monthly production =
firms 4430

Fougee: Fumnitore Sector Study (20191
Therefore, the yearly production value stands at 4430 = 12 = BDT 53,160 croges,




If we consider all the above estimations, we find divergence and proximities among
the estimations. In particular, when we take the estimation of NBR regarding the
number of firms operating in the furniture industry (i.e.. 125,000) and this survey data
(i.e., percentage of firms falling in a particular category such as micro, small, mediur,
and their average monthly production value data) we find the market size as around
BDT 53,160 crores. Compared to other estimated market size (i.2., estimation through
the prediction of EUJ and [IDLC), this size is way bevond the reasonable limit. None-
theless, we have taken expert opinions about these estimations for cross-validation.

The related stakeholders of the industry outright reject the estimation based on NBR's
pradiction of 125000 fumiture manufacturars in Bangladesh. We then approached
NBR to provide suppost against their claim that the market has 125000 furnitues
manufacturers, Unlortunately, the NBR has no fact-based data lo suppost its claim.
Meanwhile, this study's estimation of the market size based on EU and IDLC data
geems more acceptable to industry-based stakeholders. Tor example, in one of our key
informant interviews, the former BFIOA President Mr. Aktaruzzaman predicted that
the market size iz 25000 crores. Based on the average market size uging TDLC and B
data. it is found that the market size is argund BDT 25,000 crores.

Therefore, accommodating all the different eslimations done in this study, we
conclude that the market size of the furniture industry of Bangladesh is around BDT
25,000 crores.

2.2 Furniture Industry: Growth of Market and Product Segments

The furniture indostry has grown a lol, particularly from being a small cotlage indusley
to & Tull-fledged industry in Bangladesh. Although this study collected data from only
over 400 furnitore manufactuvers of different sizes out of the around 75.000 (EU,
IDLC) manufacturers, we still can make some reasonable predictions. We acknowl-
edge that it is difficult to make accurale prediclions due to small data size. bul for a
bageline number, the data seems reasonable. Monetheless, the data analysiz reveals
that the size of the enterprises in terms of the number of emplovees over the vears has
increased. In partioular, the number of firms that emploved 5 or fewer employees has
decreased from 69 percent to 52.6 percent. On the contrary. the number of frins
einploying & o 10 emplovees has increased fom 18.1 percent to 24.9 percent. This
pattern iz also evident for firms employing a higher number of employees. Table 2.3
presents a corparative scenario of the changes in the number of etplovees engaged
in Turtiihure enterprises.
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Table 2.3: Past and present scenarie of furniture manof@etaring enterprise in twerms of
number of employees

Past Present
Number of Employvees No. of MNo. of
Respondents Fercent Respondents FPercent
5 or Less 254 690 224 326
6to 10 7 181 106 249
11115 24 56 37 7
16 to 20 | 0.2 14 i3
20 1o 50 9 21 21 4.9
Mewe than 50 1 02 7 (3
1id mot regpomd 20 4.7 17 4.0
Total 426 1000 426 100.0

Source: Furniture Sector Snody (2019

The industry's growth is also evident if we consider the change in their selling premis-
s (Table 2.4). It is primarily assumed that small and micro-level firmitore manufac-
turers primarily dominate the industry, so they hardly have showrooms for showcasing
and selling their products. We find a different reality relating to this, This smdy finds
that around 52,1 percent of the respondent furniture manufacturers did not have any
showroom in the past. At present, 35 percent of the furniture mamuifactarer surveyed
did not have a showroom for showcasing and selling their products. This drop in
percentage clearly shows that the industry is growing significantly. such that the small
and micro enterprises also need a showroom to showcase and sell their products.

Table 2.4: Changes in the selling premises over the vears in the furniture sector

Availability of Past = “l;ruem:
showroom MNo. of Respondents | Percent Respundents Percent
Yes 201 472 240 563
Mo 222 52.1 L&& 39.0
Mo mesponge 3 0.7 20 4.7
Total 426 100.0 426 100.0

Source: Furniture Sector Smdy (20197,

Regaiding the amount of capital invested or uzed fo establizh a furniture mamifacto:-
ing enlerprise, this study reveals that around 89.2 percent of the enierprizses invesied
BT 10,00,000 or less to establish the enteiprise (Table 2.5). Now, thiz percentage
drops down to 74.4 percent. In contrast, the rate of firms investing a higher amount of
capital (BDT 5 million or more) has sobstantially increased in the pasi. In particular,
the percentage of firma investing BT 10,00,000 to BDT 20,00,000 ingreased from a
mere 2.1 percent to 9.4 percent. The rate of firms investing BDT 20,00,000 0 BDT
50.00,000 has also increased from 2.3 percent to 7.3 percent. The percentage of firms
investing moge than BDYT 50,00,000 has risen however, the growth

]



rate in that strata is not as high as seen in earlier strata. Table 2.5 presents a compara-
tive scenario relating to this.

Tahle 2.5: Changes in the amount of capital invested over the years in establishing
furnifure manofactoring enterprise

Amount of Capital R D{P““ : e m,Pm'““
Ll Respon dents Fencant Respondents Eerceny
1000000 and less 380 g0.2 317 744
L0000 L to 2000000 9 2.1 40 9.4
2000001 to S000000 10 2.3 3l 7.3
000001 to 10000000 4 0.4 7 1&
More than 10000000 4 1.4 10 23
i nigk Tesponse 17 4.0 21 4.9
Total 426 LA 426 1041

Source: Fumniture Sector Study (2019)

The furniture industry also seems (o grow, relating o their arrangement of fonds for
investment. In the past, they primarily relisd on their personal sources of funds for
their buginess's funding requirements. The reliance on private sources is still dominani
but decreased (o a signilicant percentage. In particular, the rate drops from 535 percent
10 44 percent. In contrast, the reliance on personal sources and bank loans regarding
arranging funds for their buginess increases from 13 percent 1o 22 percent. Although
this is promising, it is s(ill far from this industry's sustainable develapment.

Thiz study also collected data on the furniture manufacturing enterprises’ historical
and present sverage monthly income. The data analysis reveals that around 66.4
pereent of the surveyed enterprises had an average monthly income of BDT 25,000 or
less. However, such a percentage drops down to 36.2 percent today. On the contrary,
the percentage of firms having an average monthly income of BDT 25,001 to BDT
50,000 increased from 21.2 percent to 39 percent. A similar pattern is also evident for
firms earning a monthly average income of BDT 30,001 to BDT 1,00,000 and more
than BDT 1,00,000. In particular, the percentage increased from 7.8 percent to 16.1
pereent and 4.6 percent to 8.7 pervent, respectively. Owverall, it can be conceived that
the monthly income of firms in the furniture industry has increased over the period.
Table 2.6 presents the changes in income of fumiture manufacturers over the years.
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Table 2.6: Changes of income of furniture manufacturers over the vears

Past Present
Amr;ﬁ: HI:ZMM} M. of _ Percent Mo, of Fercent
Rezspondeniz Rezspondents
25000 and less 273 a1 146 343
25001 to 30000 87 204 157 369
50001 to 100000 32 7.5 65 15.3
Above 100000 19 4.5 33 8.2
D not responss 15 35 23 54
Total 426 1041 426 100

Sowree: Furnitwre Sector Study (2019)

Thiz study asked sample organizations to reveal data relating to their monthly produc-
tiom, profit margin, and net profit to get a detailed financial picture. This study finds
that about 66 percent of the furnifure manufacturers” average monthly production
valug is about BDT 230,000 or less (Table 2.7), The percentage of manufacturers
manufacturing monthly up to BDT 10,00,000 worth of fumiture stands around 24
percent, This percentage goes down to only 0.7 percent if we consider the fumiture
manufacturer that produces BDT 50,00,000 or more monthly,

Table 2.7: Average monthly production of forniture manufactorers

MMonthly Production (Value in Th.) Mo of Respondents Percent
250000 and less ZE0 65.7
250001 to 300000 ] 14.1
00001 to LOGOO00 41 9.4
1000001 to 5000000 19 45
Mare than 5000000 3 0.7
Do not response 23 54
Togal 426 100.0

Sowree: Furmiture Sector Study (2019)

Regarding the profit margin enjoyed by the manufacturers, around 34 percent of the
respondent furniture enterprises are enjoying a profit margin of 5-10 percent, while
approximately 31 percent are enjoving a margin of 10-15 percent (Table 2.8). Around
14 percent of enterprises eam a 10-20 percent profit margin, and 9 percent achieve
more than 20 percent profit margin.

Table 2.5: Profit margin of furniture manuofactorer

Profit Margin Mo, of Respondents Percent
3-10% 144 338
10-153% 131 an.g
10-20% 60 14.1
More than 20% 40 9.4
Laozs 3 07
Tio nol responze 43 1.3
Total 426 1000

Source; Fomniture Sector Study (2019)
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Regarding monthly net profit, the study revealed that around 43 percent of fumiture
marufacturers earn a net monthly profit of BDT 25,000 or less (Table 2.9). Approxi-
mately 24 percent of the respondent furniture manufacturers make monthly net profits
between BDT 25,001 to BDT 50,000, while around 9 percent earn a monthly net profit
between BDT 50.001 to BDT 1.00.000. Only about 2 percent and 1 percent of the
respondent furniture mannfacturers make a monthly net profit of over BDT 1.00,000
and BDT 2,50.000, respectively. Overall, the furniture manufacturer seems to be not
enjoying a hefiy profit from their operation. Regarding the financials as presented, we
acknowledge that people are skeptical about disclosing their financial information.

Table 2.9: Monthly net profit earned from operations by furniture manufacturers

Muonthly Net Profit M. of Respondonts Pereent
23000 and less 123 43.0
25001 to 30000 103 4.2
50001 to 100000 7 27
100001 to 250000 b |.&
More than 250000 3 0.7
Do not response 93 21.8
Total 426 100.0

Source: Furnitvre Sector Study (20191

Regarding ownership of furniture manufagturing entities, this study finds that half of
the furniture businesses do not have a factory (Table 2.10). This resonates that these
furniture businesses are sourcing their forniture for sale vnder any subcontracting
arrangement. It could be a sale-based subcontracting where a manufacturer uses a
commercial showroom to sell their products, This stody reveals that almost 41 percent
of furniture businesses do not have a showroom to showcease their products (Table
2.1170. It could be manufacturing-based subconiracting, where the showroom received
an order for particular furnihure and then subcontracted that to a manufacturer, Nones-
theless, half of the industry reliss on subcontracting for sourcing and selling their
products.

Table 2.10: Ownership of factory in furniture industry

Ownership of factory No. of Respondents Percent
Yes 211 a0.o
No 11 0.0

Source: Fumnituse Seetor Study (2015)

The industry has evolved significantly relating to the target market served by them.
This study finds that in the past, furniture manufacturers were primarily serving the
needs of household customers. In particular, this study finds that 89 percent of the
surveyed furnifure manufacturers were serving the needs of household customers. The
percentage of firms serving primarily
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houzehold and some office furniture requirements was only 4 percent. This scenario
has changed significantly in recent times. Among the surveyed furniture manufactur-
ers, 45 percent of the manufacturers are fulfilling the needs of only houzehold custom-
ers while 55 percent serve the needs of both households and offices.

Table 2.11: Ownership of showroom in furniture industry

Availability of Showroom No. of Firms PPercent
Yes 240 39.1
Mo 166 40.9

Source; Fumnitore Sgctor Stedy (2019)

2.3 Beview of Current Policy

2.3.1 SME Policy 2019

In 2019, the governmenl devised the SME policy with an appropriste action plan to
ensuie supporlive policies, a conducive environment, aceess 1o finance, and business
support services for SMEs and potential entrepreneurs. As the furnituee sector iz one
of the significant representatives of the couniry's SMEs, SME palicy 2019 is designed
to booset thig seclor like other SMEs,

To support the developraent of the furniture sector, effective policies are designed in
SME policy 2019 to ensure business and relalsd supporting services, for instance,
acesss o finance, enhancing appropriale markeling channels for fumiture products,
increasing the use of information, communication, and other lechaologiss and innova-
tions, designing appropriate 2kill development training program, and so on (SME
Policy, 2019).

To snsure the robust development of the furniture sector and ils enlreprencurs, SME
development slrategics have been devised based on three key featurss: ensuring
appropriate policies und a supportive snvironment, effective and suslainable organiza-
tion, and providing finsncial and business-related support services to potential under-
privileged entreprencurs (SME Policy, 2019).

Chapter four of SME Palicy 2019 articulates ten sirategic goals under implementation
slrategies for the development of SME3, including the furniture indusiry, i.e., imprav-
ing business and investment environment while simplifying legal and administrative
[ramewark, rationalizing lax palicy, and giving incentives for exporl-centrie compa-
nies. increasing scope of access 1o fnance with the reduced interest rate, enhancing
vompelitive capacity while supporting ils products into the markets, improving
cluster-based network and infrastructure development. promoting the vse of informa-
tiom and other communication technologies, introducing appropriate entrepreneurial
education and skill development traming and program
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inchuding a special training program for women entrepreneurs, and finally. establish-
ing effective linkage industries for this ssctor (SME Policy, 2019). This chapter also
considers establishing an environment-friendly indusirial waste management system
for SMEs and institutionalizing SME statistics by conducting research and develop-
menf, and indeed. the furniture sector is also under these strategies.

2.3.2 TarilTs and Dutics of the Fornitare Sector

Under chapter four of export diversification in Export Policy of 2018-2021, the furni-
ture sector is included for the afterward bensfits and facilities to be provided as the
highest priority sector, Le., advancing loans at the redvced interest rate, tax rebate,
financial benefits, and subsidiaries for utility services, export cradit with the lower
interest rate on soft terms, priority basis air transportation facilities, bond facilities,
[acilities for setting ancillary industries, duty-free import of equipment for setling up
compliant industey and providing assistance for production and marketing o products.
It alzo endorzes the asmistance of exploving global markets and attracting foreign
investments (EPB, 2018).

However, importing raw malerials from foreign countsies iz becoming the prime
backlog of the furniture sector. According to the furniture industry owneis, around
60% of raw materials are imported from different countries. The export policy
declares assislance in developing backward linkage industries of the furniture sector,
but it will take time, so the sector needs to depend on imporled inputs. There are vsual-
ly tweo types of wood used as raw materials by forniture manufacturers: solid and
processed (imber. To become sturdy and aesthetically appealing, the solid wood needs
to be seasoned, but there are very few seasoning planis available in Bangladesh, which
some specific Turniture manufaeturers own. Oppositely, the processed wood needs a
good Lacquer/coating facility, which solely the mid-high-tier furniture manulactorers
have. For this, the rest of the manufacturers need to depend on imporls for these
woods. Besides woods, other raw materials are laminated board, wrought iron furni-
ture, processed wood & medium density fiber wood. rattan bamboo, and particle-
board. However, most of these raw materials raust be imported from different coun-
tries. Of the woods, barmatic wood comes from Myaninaz, and hardwood comnes from
Africa. However, lariffs and import duties on these raw matetials are excessively high
The import duty on all zolid wood is 10.72%. and the duly on particle wood iz 92.3%
(Ratman, 2016). The duty on solid timber iz low, but congidering the cost and environ-
mental reasons, the use of solid wood furniture has recently been reduced worldwide,
while processed wood {8 becoming the primary raw malerial to produce fumituss in
the global maiket. Bul the impott duties on processed wood are quite high. Therefore,
high iraport tarifls on different (ypes of raw materials may hinder the furniture seclor
from gaining compelitivensas in the global export markst.
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2.3.3 Tax and VAT Policy of the Farniture Scctor

Certain goods and services were exempled from Value Added Tax in 2020-21 afier
passing the Finance Act of 2020 due {o promoting a particular secior and devoling to
the country's export basket diversification. These VAT-exempied goods and services
2020-21 are meniioned in the first schedule of the Value Added Tax snd Supplementa-
v Duiy Act 2012, For ite massive potential of the furniture sector, under heading
number 44013100 and 4401.39.00 of 41.01, wood in chips or particles; sawdust and
wood waste and scrap, whether or not agglomerated in logs, briqueties, pellet, or
gimilar forms are exempied from VAT Wood in the rough, whether or not siripped of
bark sapwood or roughly squared, is also exempled from VAT under the heading of
44.03 (Rasel. 2020). Therefore, the VAT exemption facilities mav gear the develop-
ment of a highly potent furniture sectoi.

Particleboard is subjecied to 20% Sopplementsry duties under heading no <4.10.
Similarly, oriented strand board and similar boazd, fibreboard, hardboard. plywood,
veneered panels, and similar laminated board are also subjecied (o 10% SD under the
heading of 44.10 1o 44.12 (Rasel, 2020). The furniture-selling showroom is also
subject o 7.5% VAT under the heading of 024 {Rasel, 2020).

However, according (o Bangladesh Customs (NBR). the total tax incidence for
fuelwood in logs, billeis, twigs, faggots or similar forms, coniferous and non-vonifer-
ous, conferous and non-coniferous wood in chips or parficles iz 32.4%. Simularly,
wood pellets, sawdust, and wood waste and serap other than wood pelleis have a total
tax incidence of 10%. Sawdust and wood wasle and scrap are not agglomerated, and
wood charcoal (including shell or out charcoal), whether or not agglomerated, are
subjected to 32.4% of total tax mcidence (NBER., 2020). Thus, the rate of total tax
incidence is progressively high, which may hinder the development of the lurniture
gector in Bangladesh, The concemed authorities, therefore, need to conzider decreas-
ing the total tax incidence rate merementally and help the furniture sector o emerge as
the RMG seclor
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CHAFPTER 3
PRODUCTS AND MARKETS

3.1 Product Segments

Furniture products can be classified into several segments in terms of their function,
application, use of raw material to memufacture them, ete. Accordimg to Dell’Era,
Magistretti, and Verganti (2018}, product innovation greatly helps the furniture indus-
try survive despite the effect of globalization felt by countries across the globe. For
example, artistic acumen helps the Philippines to be among one of the world’s best
manufacturers of fine furniture which include but not limited to traditional, casual
gontemporary and highly experimental furniture. One of the secrets of their sucgess is
the type of wood they use to manufacture the furniture called narra, The use of narra
in manufacturing specific furniture, such as kitchen cabinets, made it world famous
because of its durability. the beauty of its grain, and the beautiful finish it offers
(Sedliadikova et al, 2013). In addition, narra 15 used to manufacture high-quality
furniture, peels and veneers, paneling. and parquet floors. Arts and crafts items are
also increasingly using this kind of wood, Using such woed gives the Fhilippines a
competitive edge over its competitors. Bangladesh is not as good a player as the
Philippines regarding its furniture portfolio. However, it can certainly follow the path
the Philippines chose, which is for proeduct offerings to be based on some positively
differential resources or skills.

Furniture can be classified in many ways. In one form, furniture is classified as leg
items, including chairs. tables, and beds; and the main products include cabinets,
desks. wardrobe cases, drawers, dressers. and kitchen storage units. The furniture
industry of Bangladesh primarily supplies most of these items. and to manufacture
these items, diverse raw materials are used:; solid wood. plastic. cane, metal, and
processed timber. Sometimes manufacturers also vse a combination of these materials
to manufacture the fumiture; for example, processed wood is used with metal to
manufaciure beds,

Thiz study finds that moost of the surveyed firms in the country produce solid wood
furniture, Table 3.1 reveals that out of the 426 firms across & divisions, 203 make
furniture from solid wood, while 61 make furniture from processed wood. Firms using
processed wood are mostly located in Dhaka and Chittagong, Among the firms
surveyed, 130 firms manufacture products using a mix of raw-materials. Firms that
use a mix of raw-materials are also mostly located in Dhaka and Chittagong. Only 3
surveyed firms were found to use primarily plastic. and 7 firms use cang as raw materi-
als. Cane furpiture manufacturers were based mainly in Mymensingh. Sylhet. and
IDhaka division,
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Table 3.1: Distribution of sample firms by ose of materials

=
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2 |e %8 |32 |% (2|8 |¢
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Salid Wood 10 23 5 6 25 ] 5 56 206
Processes Wood 2 & 10 20 ¢ - 3 13 61
TMastic 1 - - - = - 2 - 3
Cane - - o | - - 2 - T
Matal - 2 - B 2 - 2 3 19
BMultiple g 1% 1 37 12 10 14 8 130
Total ¥ 54 20 120 45 20 28 104 426

Sowrce: Furaite Seetos Stwdy (2019)

3.1.1 Sources of Raw Materials (import status)

The funiture industry of Bangladesh is shifiing its focus to reducing the dependency
on timber/solid wood for taw materials to processed wood. The fomiture manufactos-
ers are sourving processed wood primazily from inlernational and local sources. Furni-
ture manufaciuring also requires other tools and ingredients, primarily sourced from
overseas, In particular, around 60% of raw malerials in the furniture sector are Inpoit-
sd from diflersal countries, Timber, wood coaling materials, hardware & accessories,
world-clasz fabrics, ele., e major importable ilems (The Daily Stas, 2015).

Tablz 3.2 unveils that among all the firms surveyed in different districts, the firms in
Mymensingh disteict are nol usually dependent on imports, They use their resources
for the manufacturing and finishing processes. The fiims in Sylhet have the highest
penclration of using imported materials, whereas fioms locatzsd in Rangpur have the
lowest imporiing iecords. As firms in Sylhel mainly manufacture fumilure using
mixed malerials, they must uze foreign machines, fabrics, metals, and accessoies,
Because of the availability of resources, most of the firms in the Dhaka districl rely
lesz on imporied matedals,

Table 3.2: Raw materials import status

Dot Tmport Tmport Total
Rajshahi 14 B 22
Rangpur 53 i 34
Myvmensingh 20 - 20
Dihaka 109 12 121
Khulng 39 & 45
Banszal 11 G 20
Hylhet 11 17 28
Chittagong o2 11 103
Total 362 64 426

Souree: Fumnitvrs Ssotor Stedy (20191
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Figure 3.1: Segments of fuorniture

Source; Famiture Sector Stady (2015)

As most of the surveyed firms still depend on local sources. it would be worthwhile to
look at the forestation status of Bangladesh. Forests are the main sowrces of solid
wood supply for Bangladesh's furniture industry. Bangladesh has about 2.6 million
hectares of forest land area, of which 1.6 million hectares are under the control of the
Forest Department, and another .73 million un-classed state forests are now under the
control of district councils (FID, 2010; 2016). Bangladesh also has privately owned
village forests with an area of (.27 million hegtares. The state-owned forests are
mostly seen in concentrated areas, particularly in the 12 districts in the eastern and
south-western regions of the country, representing over 90 percent of the state-owned
forests (BBS, 2016), About 84 percent of the forest area is considered natural, while
the remaining 16 percent is considered plantation forest. It was presented in Tables 3.1
and 3.2 that firms from Chittagong mostly use solid wood in furniture production, and
they import less than 10 percent of their solid wood requirements from overseas. This
is because of the existence of the largest hill forest in the country in that region (iLe.,
the Eastern part of the couniry has (.67 million hectares of hill forest). Firms in Dhaka
that manufactore solid wood fumiture also collect their supplies mostly from domestic
sources. Their sources are primarily from 2.6 million hectares of forest land and 0.27
million hectares of village forest.

3.2 Products by Tvpes of Material Usage

It was very commaon in Bangladesh that furniture would be made out of wood howev-
er, it 15 not necessarily the case today for all types of furniture. New raw materials of
different classes, such as metal. plastic, leather, glass, etc., are increasingly used today
to manufacture forniture. Figure 3.1 outlines that furniture products can conveniently
be classified based on materials used in production and end-use of the furniture. Based
on materials, the industry uses all types of materials that are historically used to manu-
facture furniture across the globe. In particular, fumiture manufacturers use solid
wood, processed wood, melamine board, Medium Density Fiberboard (MDT),
particleboard, steel. rattan/bamboo, and wrought iron,
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The furniture manufactorers of Bangladesh use different materials to manufacture the
finished products. However, across all these materials based finished furniturve, they
face competition from forelgn fornitore. For example, our manufacturers use
processed wood to manufacture doors, whereas processed wood-based doors manu-
factured overseas are imported info the country. Apart from plastic fumiture, almost
all other types of furniture manufacturers are facing competition from foreign forni-
ture manufacturers. In addition, certain emerging furnitare products, such as modular,
mulii-purpose, and space-saving furnifure, are primarily imported from overseas.
Recently. some local manufacturers have started manufactoring this forniture and ass
slowly entering the market. However, in terms of sophistication and finishing level,
they are pretty far from the imported fornitore of these types.

3.2.1 Solid Wood Furniture

According to Zweig (2011), solid wood is wood cut into boards from tree trunks,
making up most of the wood in fumiture. The type of wood you choose determines the
beauty and strength of the finished piece. Solid wood is Bangladesh's primary and
most extensively used material for furniture, Except for some selected medium-scals
firms, solid wood [urniture ig primacily produced by Bangladesh's micto and small
firms. Figure 3.2 outlines the share of solid wood furniture by firms of different sizes.

Figure 3.2: Share in production of solid wood furniture by firm size

B Micro and Small firms

® Meidum firms / Brand
mManufacturers

Source: Fumiture Sector Study (2019)

Migro and Small firms mamufacture over 80 percent of solid wood furniture, while
branded furniture manufacturers supply the remaining 20 percent, The local furniture
firms produce a range of solid woed, including beds, chairs, tables, Almira, sofas,
dressing talles, wardrobes, showeases, and dining tables.
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Table 3.3: Distribution of firms by major types of solid wood furniture

Solid Woad Products Numiber of lirms Percentage
Bed 214 70.4
Chair 175 576
Table 185 60.9
Almira 142 46.7
Sofa 103 319
Household Furniture 28 9.2
Wardrobe 23 250
Cabinet 22 7.2
Doorg and Windows 6 5.0
Dressing Table 23 273
Ehowease 73 240
Dining Table 40 13.2
Rack 15 03
All Types 16 5.3

Source: Furninore Sector Study (201591
Table 3.3 presents the major types of fumiture manufagtured out of solid wood. Tt

reveals that solid wood is mainly used in making beds, chairs, and tables. As the popu-
lation of Bangladesh is increasing, these products are mostly fayvored if made out of
wood; thus, the demand for such solid wood-based furniture is increaging. Higher
demand for land, grester emphasis on multiple usage of raw materials, reduced
wastage, and environmental protection have pushed forest management and wood
product production to be highly efficient and egologically healthy., Domestic lumber
firms primarily fulfil the supply of solid wood. Out of the surveved 426 firms., only a
few firms import wood from other countries, as outlined in Table 3.4,

Table 3.4; Sources of raw materials for solid wood furnitore

Sonrce of smpply Pereentage of sourcing Mumber of Firms
50 and above 14
Imipaort 30-30 7
Less than 30 14
Local 100 227

Source: Fumituee Sector Study (2019)
Table 3 4 presents the solid wood sourcing practices of the surveyed furniture manu-
facturing firms. It shows that 262 firms have reported their sourcing of solid wood.
Among them, 33 companies use imported solid wood in various proportions, while
227 manufacturers collect solid wood only from local suppliers.

3.2.2 Processed Wood Furniture

The processed wood is made out of tree hranches. These woods are vsed as a material
to make weapons or armour. Others include processed board or sheet materials such as
plyvwood, strand board, hardboard, and chipboard, which are collectively known as
panel products and are made up of wood in the form of strips. veneers, chips, strands,
or fibers (Rusu-Tanasa, 2014). Consumers, particularly Bangladssh's urban customers,
havwe been moving

26



towards slim, lightweight furniture for the last decade. To meet the emerging demand,
processed wood furniture manufacturing is increasing. However, rural customers,
particularly those residing in various districts and towns. also accept this type of forni-
ture, forgoing their fraditional demand for furniture made out of solid wood. The
primary reason for this shift is the low cost and lightweight nature of these types of
forniture, Almeost all solid wood-based fumiture mentionad in Table 3.3 can also be
made with processed wood. In particular, processed wood is heavily used for manu-
facturing office furnifure,
Table 3.5: Distribution of firms by tvpes of processed wood products

Processed Wood Producis MNumber of firms Perceniage

Tahls 52 302
Almora 45 26.2
Bed 40 2313
Diessing Table 37 21.5
Wardrobe 29 16.9
Showcase 28 16.3
TV Stand. Cabinet. Cup Board 17 9.9

Dihers 24 14

Souice: Fumiture Sector Study (2019)
Some selective manufacturers in Bangladesh, namely Partex, HATIL, Akter, Nadia,
and Brothers Furniture, manufacture solid or mixed wood furniture, The demand for
processed wood is higher for bed, table. and almirah mamufacturing. Moreover. with
the rize in income, the demand for processed wood furniture is also growing as people
tend to change furniture regularly, particularly in urban areas.

Figure 3.3 presents the most common fypes of household furniture that are manufac-
tured using processed wood. It is evident from the figure that most firms produce
tables, almirahs, beds, and wardrobes, while a few produce euphoards and cabingts,

Figure 3.3: Percentage of firms by types of processed wood products
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Source: Fumiture Sector Study (2019)
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The raw materials for processed wood come from both local and foreign marlkets.
However, only a few firms import processed timber, as shown in Table 3.6, Forty-two
manufacturers have reported the use of imported raw materials in varions proportions.
Among them, 15 producers use more than 50% of imported raw maferials, while 27
firrag use less than 50%: to produce processed wood fornifuze.

Table 3.6: Sources of raw materials for processed wood farniture

Percentage of import Number of firms
Lesg than 30 7
31-50 20
51-70 ]
70 and above g

Source: Furnitvre Sector Stedy (2019

3.2.3 Plastic Fornitore

Another booming furniture sub-sector is plastic furniture, which was primarily
non-existent in Bangladesh a decade bacle. Plastic furniture is gaining popularity in the
commercial sector and the lower strata household segment (Asaduzzaman, 2019), The
widespread use of plastic furniture, mainly recycled ones, is becoming a great way to
use these earth-saving processes and materials. Plastic furnitore is convenient to vse
without thinking rouch about damage caused by the environment to this tvpe of furni-
ture. For example, plastic furniture can be left outside in summer and winter without
adversely affecting the furniture and the environment, These benefits and the cost-ef-
fective nature of such furniture convince the people of the lower strata of Bangladesh
to go for plastic furniture. Almost 16 firms in Bangladesh specialize in producing
plastic furniture, of which chairs, tables, doors, racks, and sofas are the most demand-
ed plastic furniture (Figure 3.4). This sector has seen tremendous growth due to the
penetration of one of Bangladesh's largest industrial conglomerates, the Pran RFL
group (Asaduzzaman, 2019). Other manufacturers, like Bengal Plastic, Esquire
Plastic, ete., follow them. However, plastic furnituee manufactorers primarily depend
on imported raw materials fo manofacture their products. One of the significant
products of this segment is the chaiz, However, some brand plastic manufacturers are
extending their product line and offering furniture like almirahs, chests of drawers,
tables, kitchen cabinets, etc,

The quality of plastic products, inchiding furniture, is dependent on the quality of the
raw rnaterials that are the chips. However, all plastic furniture manufacturers primarily
use imported raw materials. This study finds that among the surveyed firms, 75
percent source 100 percent of their raw materials from overseas, while a single compa-
ny sources only 10 percent of their raw materials from local sources.
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3.2.4 Metal Furniture

Steel, aluminium, and wrought iron are vsed to make metal furniture pieces. The
characterigtics of metal furniture are: long lasting almost with minimum maintenance
due to not having a rusting elfect. This tvpe of furniture offers o traditional as well as
a classic look to the room and the fonctionality; therefore, such furniture is impressive
(Zweig, 2011). MSME manulactorers primarily malce this type of formiture; no big
brand is available in this furnitore sub-geclor. The raw materials of metal forniture are
mostly imported. This furniture manufacturer is producing mized fomiture that mixes
metal and wood.

Metal furnitore has been vsed for some time, and the demand for this tvpe of furniture
has recently increased because of new designs. Quite a few firms are manofacturing
metal furniture. Oiobi Lid., M.S. Engineering Works, Partex group, Sunsise Thai
Aluminium, A. Salam Meial Indusiries and Amjad Metallic (Pvi.) Lid. are some of the
prominent ones. Figure 3.4 shows that the main products of this sub-sector are beds,
almirahs, doois, windows, racks, file cabinets, runks, ele. As mentioned earlier. the
demand for this type of frnitare is increasing, However, it is pricaarily growing in the
commercial sector but not that much in the household segment (Asaduzzaman, 2019).

Figure 3.4: Percentage of firms producing major metal furniture
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Source: Fumiture Sector Study (2019}
Regarding sources of raw materials used by the metal fucniture sector, this study finds
that out of the 19 surveyed companies, 17 firms source 100 percent of their raw mate-
rial from overseas. In contrast, other manufacturers use local and imported materials
in various proportions,

3.2.5 Cane and Raittan Furniture

Cane and rattan (ormniture were once considered classy, and the educated section of

sociely was the primary user of this type of furniture. Rattan furniture is suitable for

the sunrooim, poreh, o living area. Exliemely strong, rattan wickes furniture is stylish

and lasts for many years. The benefit of rattan and wicker is that each piece is fully
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assembled, a sign of supetior quality furniture. These include tables. armchairs, chairs,
entryways, rattan baskets, sofas, stools, shoe racks, bookshelves, cabinets, beds,
couches, recliners, ete, No machinery except fire lamps is used in the entive production
process of cane fumiture. Therefore, it is considered to be completely handmade forni-
ture. However, the golden era of cane and rattan farniture is gone, and this subsector
hardly survives. Bangladesh used to export cane furniture to the overseas market;
however, after 2010, cane furniture exports stopped. Local demand for locally marm-
factured cane furniture is also decreasing. In the 1980s. there were about 30-40 shops
in the Panthapath area in Dhalka city, whereas currently, only seven shops are operat-

ing in this area.
Table 3.7: Distribution of firms by types of cane producis
Types of Cane Producis Number of firms Percentage
| Regular Chair 3 30
Table 4 40
Sofa 1 40
Rocking Chair K] 30
Basket 3 30

Fource: Fumitvre Sector Study (20191

This study finds that because of lower demand, the nomber of firms manofacturing
cane and rattan fumiture has decreased, and it comes down to only a few firms, These
firms are surviving becanse of their sustainable strategies and fashionable designs,
which some fashion freak consumers demand. The demand for cans-made baskets and
rocking chairs sfill encourages firms to produce more quality products,

Figure 3.5: Percentage of fivims producing major cane farnifure
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Shortage of raw materials, lack of skilled workers, and declining demand are some of
the main reasons for the near survival siate of this sub-sector. Although thers was a
supply of homegrown sources, Bangladesh now impoits raw materials from Afvica,
Indonesia, and Vietnam and entirely depends on such overseas sources.
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Cane furniture manufacturers now produce a limited range of products: chairs, sofas,
gwing seats. and fea tables. as shown in Figure 3.5. Mo prominent manufacturer is
evident in this furniture sub-sector, and the raw materials of these types of furniture
are primarily imported from overseas sources. Since environment-friendly products
are becoming popular globally, this type of furniture may have higher demand in the
foture,

Table 3.8: Sowrces of raw materials for cane Turniture

| Percentage Impart
| Less than 30 2
| 70 and above 3

Source: Fumitvre Sector Study (2019)

The frequency of wsing local raw materials instead of overseas sources is higher for
cane forniture producers. As the demand is low, most firms are reluctant (o impor
high-cost materials from outside. Among the surveved frms, this study finds that three
firms import more than 70% of raw materials from overseas sources.

3.3 Products by Usage

By usage, furniture is produced for homes and offices like corporate offices, academic
institutions, hospilals. restaurants. and various projects. To serve the needs of residen-
tial customers, firniture manulacturess produce furniture for kilchens and dining,
living rooms, bediooms, culdoors, and others. For a more personal domain, such as
one’s home, the preferred raw maleiials are solid wood. a combination of solid wood
with other materials like cane, rattan, leminated boards, plywood, and MDF. Materials
like plastic. MDF, laminated boards. and wrought irons are preferred for office furni-
ture.

In the past, customers mostly preferred fumiture made oul of solid wood, namely
shegun wood, due to ils durability and outlook. Around 70% of the total domestic
produce is home furniture, and the rest 30% 18 office furmture (IDLC, 2017). This
study reveals that the pereentage of firms calering lo household fizniture nesds is still
dominant il we consider the [urniture manulacturers’ portfolio. The demand for
commercial furniture influsnces manifacturses to shift their focus from domestic to
vommercial furniture. Table 3.9 demonstrates this changed scenario.

Table 3.9; Tarzet customer

Pereentage of
L EITE PRI e Official Customers Household Customers
Leas Than 20 3.4 07
21 ta 40 253 1.0
41 1o 60 15.2 12.1
a1 1o %0 2.8 281
Iore than 80 2.8 58.1
Total TiHLD Likib. i

Source: Fumitvre Ssotor Stody (2019)
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3.4 Emerging Furniture Produocts

3.4.1 Modular Furniture
With the advent of modem technology, commercial production of customized,
flexible, end space-saving fumiture products is becoming more popular, particularly
among the well-off market
! = [ segments.  Among  the
J =3 various types of emerging
¥ 1 | products, modular forniture
i : is one category. It is one
: 4 - = kind of ready-made furni-
— [ . o | ture t_hat can be uised
according to the require-
ments and be adjusted to the
available space in a room
{Buehlmann and Schules,
20097, It’s easv to install and

Bource: Tnternet

dismantle whenever needed and gives a modern look to a home or office. Scaott (2006)
notes that modulas office furniture has the advantages of being customized, accessible
and convenient, and therefore, modular furniture iz trendy in modem workplaces.
Chaizs, desks, workstations, conference tables, storage, partitions, filing cabinets, and
cubicles are the most popular furniture presently preferred by most professionals,

Modular fueniture is very useful in saving space when space iz limited in an apartment
or flat. Moduolar furniture is less expensive in compasizon to its utility. These pieces of
furniture are flexible enough to arrangs according to choice, Modular furniture iz also
available in various colours and designs. The most popular modular furniture for
homes iz a modular kitchen, Modulas bedrooms, living rooms, shelves, Almirn, and
cupboards are other commonly vsed modular furniture. Modular furniture i= produced
in Bangladesh by only a few branded fumiture companies. Although wood furnitues
makers traditionally make custom-made furniture, their production process is only a
job-shop. In contrast, modular furniture production allows mass customization thal
boosts the firms" efficiency.

3.4.2 Multi-purpose Furniture

Another category ol furniture that is increasing in supply is the multipurpose furniture.
Multifunetional or multipurpose furniture solutions offer a combination of versatility,
function. and stvle so that every square fool 8l home or office can beaulifully pecform
like one twice — or even three times — ils size (Margareta, 2014). This Furniture has
travelled the globe sowrving the most innovative, space-mazimizing solutions possible
for the bedroom,
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living room, guest room, and throughout a home. The use of such types of furniture
has becomes prevalent in developed and developing nation offices and homes. In Bang-
ladesh, some products in this category are imported.

3.4.3 Space-saving Furniture

A wide variely of space-saving [wrniture options are coming o the world markets,
such as home beds, wardrobes, and dining tables. This firniture can take raw materials
like wood, metal, and rattan‘wicker ag well a5 moderm, and antique. According to
Alibaba, there sve 19433 space-saving furniture suppliers in Asia. The top supplying
countries or regions are China, Taiwan. aod India, which supply 97%,. 1%, and 1% of
space-gaving fumiture, respectively (Margareta, 2014). Space-saving furnifure
products are most popular in North America and Western Europe.  These ilems are
alzo gaining popularity in some wiban families of Bangladesh,

3.5 Factors Coniributing to the Growing Demand [or Forniture

Some significant factors contributing to the sustained growth of the furniture industry,

as revealed in this research, are presented in the following:

3.51 Growing Domestic Demand: According to the latest BCG report on the
growing consumer class, the Middle and Affluent Class (MAC) population
currently stands at 11.7 million and is expected to triple by 2025. Theze
emerging classes have increasing disposable income which is being spent on
consumer durables, ingluding furniture,

352  Agcess to Credit: Bangladesh has maore tham 60 banks vying to capture the
retail banking segment, Many banks offer credit cards and consumer loans
easily acgessible to the MAC segment, Preferential gredit card terms simphify
purchase degisions for users planning to buy furniture (Schiller and
Martin-3chiller, 1997).

3.53  Improving Supply-side Capabilities: Part of this growth can be attributed to
a stylistic shift m the furniture design. The country’s carpenters have recently
begun incorporating styles from their foreign
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counterparts, increasing the options available for consumers looking for
one-pf-a-kind assthetics. This has resulted in consumers regularly changing
their furniture (Margareta, 2014).

Inexpensive Labor: The shift can also be atiributed to the presence of
inexpengive labor in the industry, which is labor intensive (Aiping et al.,
2010). In most countries where turniture is produged, labourers are paid more
than $120 a month, while Bamgladeshi laborers are paid between $37-120 a
manth (EU, 2012,

Backward Linkage: Around half of the raw materials vsed by the furniture
indusiry across all product categories are supplied by the local market.
Forests in Chittagong Hills and the Sundarbans are the country's largest
sources of quality timber. Some notable expansion in particle board manufac-
turmg and the establishment of big plastic fumiture manufacturing plants
also resemble the existence of suitable baclward linkage in Bangladesh's
furniture sector.

3.6 Analysis of Market Forces

This study uses Porter’s five forces model to analyze the market sentiment towards the
furniture indusivy of Bangladesh. The findings of the analysis are presented in the
following:

Bargaining power of buyers — The Industry has aroumd 75,000 enterprises exhib-
ting monopolistic competition traits. In monopolishe competition, firms take
the prices of their competitors, with limited pricing power; hence. the bargaining
power of the buyer is very high (Gazo and Quesada, 2005 ). However, the top 6-7
firms catering to the top segment of the market tend to have higher bargaining
power over buyers.

Bargaimng Power of Suppliers — Due to the recent reforestation efforts, the
supply of raw materials from the domestic market has decreased. This leaves
fumiture manufacturers with fewer choiges when choosing a suitable supply
sourge. However, the choiges abroad are still abundant. Countries like Myan-
mar, India and gountries in Africa are reliable import sources with specific
reference to folid wood-based raw materials (Drayse, 2008).

Figure 3.6: Industry attractiveness using Porter's model

Power of Buyers Threat from New Entrants

(High) (Low)

Power of Suppliers Threat from Substitutes

(Medium) (Low)
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o  Threat from substitutes — There are no direct substinutes for furniture. Although
alternative furniture is made out of steel or plastic, they are not popular enough
to pose any major threat to the market for wood-processed furnifure. {Schuler
and Buehlmann, 2003].

&  Threat from New Entrants — The market is already crowded and probably will
grow even more due fo the lack of entry barriers. However, these new entrants
will not threaten existing enterprises’ market share due fo intense competition
and razar-thin margins. The top segment could be disrupted by the entrance of a
big brand, eg., Tkea, since Bangladeshi consumers are more hiased towards
foreign brands.

o  Rivalry - We can see now that the rivalry among the existing enterprises is flerge
due to the sheer number of enterprises in the market and the threat from the
possible entrance of big foreign brands. (Schuler and Buehlmann, 2003).

3.7 Furniture Export Scenario

The export of fumniture and allied products from Bangladesh starled during the
tnid-1990s (The Daily Star, 2015). Table 3.10 presents the volume of furniture export
and growth of furniture export as well as the total exporl growth of Bangladesh from
2009-10 to 2017-18.

Table 3.10: Furniture Export and Export Growth

Yeip Furniture Export | Furnitore Export | Forniture Export | Total Export
Million USDY | (% of Total Export) | Growth (%] | Growth (%)
2009-10 19.00 012 - -
Z010-11 21.38 .09 12.53 4149
2011-12 27.14 0.11 26,54 5.99
2012-13 il 01z 15.73 11.22
2013-14 42.58 0.14 35,56 1162
2014-15 38,04 0.12 -3.55 3.39
2015-16 46,25 0.14 18.77 977
2016-17 52.53 0.15 13.58 1.72
2017-18 £3.18 0.17 2027 5.81
201819 74,88 018 18,52 10.55

Source: Export Statistics, EFB, and Awthors™ Calenlations

The share of fiuniture export in comparison to total export is not significent. In
2018-19, the share of furniture exports was 0.18% of Bangladesh's total exports. How-
gver. the fumiture sector i= moving forward and achieving substantial demand from
foreign nations by showing its increasing trend of export growth in the last five years.
Explicitly, the export growth rate in the furniture sector is 8%, which is more than the
total export growth. Therefore, furniture has good prospects among the exportable
items of Bangladesh and industry experts argue the same.



Figure 3.7: Furniture ¢xport growth againsi the toal export growth from 2010-11 to
2018-2019

Soupce; Furnitore Sectop Stody (2019}
According to the Bangladesh Furmiture Industries Oramers® Association (BFIOA), the
furniture products are exported to the US, Canada, Australia. the UK. the Middle East,
Gulf countries, and other Asian countries, like India, Japam, Taiwan, Singapore,
Thailand and Vigtmam. In the office furniture segment, there is a vast market potential
in the USA and Japan,

Figure 3.7 demonstrates the furniture and owverall export growth from 2010-11 to
2018-19, Purniture export has maintained positive growth except for the year 2014-13,
Fumniture export has also been growing at a higher rate than the national export growih
of Bangladesh, However, the share of furniture in the total export eamings is still
meagre, In 2018-19, the share of fumiture exports in Bangladesh's total exports was
only 0,18%. Industry experts argue that many opportunities exist to increase exports
and raise the share in total export eamings of the country. Nonetheless, this is contin-
gent on how sophisticated the local furniture market would be.
Figure 3.8: Furniture export trend
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Sowrce: Fumiture Sector Study (2019)
3.8 Furniture Industry: Global Trends and Future Qutlook
The global fumiture market is expected to grow at a compound annual growth rate
(CAGR) of 5.1 percent by 2023, resulting in the market size settling at USD 718.3
billion (Grand View Reszarch, 2019). Apart from the demand for houszhold furniture,
the commercial segment, including hotels, offices, and other public and private build-
mngs, holds a market share of more than 30 percent
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and is expected to grow as per the abovementioned CAGE. Table 3.16 represents the
top 10 furniture exporting and imaporting couniries. [t is evident from the table that
China iz the unprecedented market leader in terms of furniture export in the world
matket. Although the USA is among the fop 10 furniture manufacturers of the world,
they export only 1/10th of exports from China. One of the main reagons for such a low
percentage of exports is that the manufacturers in the USA are hardly equipped to meet
the local furniture demand. If we look at the import data, we find that the TJSA is the
lazgest furmiture importer in the world's market. Some Buropean countries, in particular,
the countries of the Eurcpean Union (EU), are alzo importing a good percentage of
furnitore from the world market. Almost 20 percent of the world's furniture imports
are consumed by some EU countries (Table 3.11). If we consider Bangladesh's
imports, it is placed among the top 25 furniture-importing countries of the world, with
import growth of 123.5% throughout 2013-2017 (World Richest Countries, 2019).

Table 3.11: Top 10 fornifore cxporfing and impording countries

Top 10 Furniture Percentage of Top 10 Furniture Percentage of
Exporting Counfries World Export | Tmporting Countrics | Waorld Tinport
China 1.7 (R 4
(Gemany 8.9 Grermany 7.1
Italy B.6 UE [
Wielnam 6.9 France 5.2
Paland il Canada 36
UsA 3.3 Japan 3.2
Canada 3.3 Methezland 3.l
Malaysia 2.2 Swiizerland 2.5
Spain 1.8 Australia 2
Denmark 1.7 AusiTia 1.8

Sowurce: Intemetional Trade Centre (2019)

The revenue to be generated from the Furniture and Homevware segment is expected to
hit UIS$226,486 million in 2019 (Statista, 2019). This increase would be supported by
an annual growth rate of 10.6%. which will take the market volume to reach
55338 344 million by 2023 (Figure 3.9). The average revenue per user (ARPU)
currently amounts to TJSE 317.98.

Figure 3.9: Revenue to be earned from the furnitore industry 2007-2023.
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If we compare the most prominent beneficiaries in terms of global revenue earned
frommn furniture, China is considered the unprecedented market leader. It is expectad to
generate a revenne of USE 78.728 million in 2019, The mumber of forniture users
across the globe is increasing. [f is expected 1o increase further in the coming years as
the world GDP is likely to increase significantly in the developing regions. The
number of furniture users globally is projected to reach 1163.7 million by 2023
(Figure 3.10). However, this data is a bit conservative as it includes only those coun-
iries of the region listed in the digital market outlook.

Figure 3.10: Number of furniture users across the globe 2017-2023.
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3.9 Forecast of Furniture Export from Bangladesh

Besides local sales, the furniture indusiry earns by exporting. Export fom this secior
has been steadily growing over the last Tew years. This study used an autoregressive
model to predict sales till 2022, An Autoregressive (AR) model regresses its lags on il
To model the fusnituee export and forevast the future export of Tucnilure, an AR{2)
model shows thal two years lags have prediclive power on the currsnl =xport in the
furniture szclor

Y= @Y + ol o + £y,

where ¢ obeys our usual assumptions Ele,| = 0, E[¢f] = * ¥t, and Ele;e; | =
0%t and s # 0.
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Figure 3.11: Forecasted Expaort of Furniture from Bangladesh

E_ 1
.;S
g
5
5B
: ,,,f
EQ /,i'—-._____d_'_,..-"-
1, 2 =
2012 2014 2018

Forecasted Furniture Export upto 2022
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The above figure shows that furmiture exports from Bangladesh are likely to reach 100
million TUSD by 2022, Thus, increasing the production capacity of furniture manufac-
turers will boost Bangladeshi fiurniture manufacturers' export potential globally.

3.10 Fornitore Exports Under HS Code
To explore furniture export from Bangladesh, we vse HS classification at the 8-digit
and 4-digit provided by the Export Promotion Bureau of Bangladesh (EPB) and UN
COMTRADE. Table 3,12 summarizes the list of HS 4-digit products exported to
various destinations, It is evident from the table that Bangladesh mainly exports home
furniture to abroad,
Table 3.12: List of products exporied from Bangladesh

¥
2022

HE Export value (in ‘000 USLY)
Code Product label 2015 2016 2017 2018
9404 | Mattress suppodts {excluding spring 28678 | 34440 | 44413 | 56.567

mnieriars Tor seats); ariicles of
bedding and similar furnighing
"401 | Seats, whether or not converiible L& B39] 14185 | 24,696
into heds, and parts thereof
9403 | Fumature and paris thereof 10,597 1.504 2,910 2,605
"9405 | Lamps and lighting fitiings, LE1 ABH B39 1,106
meluding searchlights and spothghtz,
and pasts thereof, n.e.s; illuminated
9402 | Medical, surgical, dental, or 0 14 2 206
wetennary fumiturs, e.g. operaiing
fables, exammation tables
9406 | Prefabricated buildings, whether or 246 39 40 1
not complete or already assembled

Source: [TC caleulstions based on LN COMTRADE stetistics.
There is an increesing exporl demand for maltress supports (excluding spring interiors
for scats), wrlicles of bedding, and similar fumishing materals. Mallress support
products ars the highest exportable item; compared to Last
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year, the export growth for this item 15 27.37%. In recent times, the export demand for
seats and their related items outperformed any of the previous years, and compared to
last year, the export of seats is around 74%, The demand for Furniture and parts is
following 2 decreaging trend, and compared to last year, this item export has fallen
short by 10.48%, However, thers i3 an increasing trend for lamps and fittings and
Medical, surgical, dental, and veterinary furniture. Table 3.13 provides the HS B-digit
classification of furniture products,

Table: 3.13: WS code of furniture and allied products

SL Code Dretails

1 94014000 | Seats other than garden sealz or camping equipment convertible injo

beds,

2 Q4015100 | Seals of cane, osier, bamboo o stimilar male

3 94016100 | Seats with wooden frames, upholstemed.

4 S4016200 | Seats with wooden frames. other than those upholstered.

] 24017300 | Seats with metal frames, not upholstered

[i] 04013000 | Seats, Mes

7 4019000 | Pasts of seats

& 94031000 | Metal furnitare of 2 kind used in offices

=] 94032010 | Wetal wardrobes, being fumiture

10 94032090 | Metal fumiture, n.e.s., other than those of 8 kind used in offices

11 94033000 | Wooden fumiture of a kind used in offices

12 94034000 | Wooden fumimre of a kind used in the kiichen

13 4035000 | Wooden furniiure of a kind used in the bedroom
14 24036000 | Wooden furniure, nes

15 24036010 | Microscope tables, laboratory benches, with glass cases, gas nozzles

& tap fiming, of wood

16 24036020 | Clothes siand, being fuoviure, for placing on floor, of wood

17 94036080 | Wooden furniture, n.e.s. other than cabinets for pharmaceutical use
& for wash basins

18 24037000 | Furniture of plasiics

19 94038100 | Furniture of other materials

20 94038200 | Fummiture of other material, including cane

21 94032000 | Parts of fumiture, n.c.5.

22 | S4041000 | Matiress suppoils

23 04042100 | hiattresses of cellular rubber o plastics

24 94043000 | Sleeping baps

25 40459000 | Adcticles of bedding, staffed, etc (excl. mattress)

26 24051000 | Chandeliers & other electric ceiling or wall lighting fiitings,
excluding those of a kind used for lighting public open spaces or
thorpughfares

27 S4054010 | Lamps for extervior lighting (for example, sivest lamps, porch & gaie
lamps & public gardens lamps}

28 94034030 | Solar enevgy operated lamps

2% 54054040 | LED tube light or LED bulb

30 54054042 | LED lamps. bulbs and fubes withoul filtings

3l S405404%5 | LED tube light or LED bulb

32 24054050 | Other electsic lamps & lighting fittings, ne.s.

33| 94055090 | Non -Electrical Lamps & Lighting Fitting,

34 94059100 | Tans for heading 9405, of plazs,




SL Code Dretails

35 | 54059900 | Parts for heading 9405, other than of glass or plastic,

36 94059910 | LED lamp parts imported by VAT registered

37 94059990 | LED lamyp parts cxcluding impogicd by VAT registered

38 94060010 | Sandwich panel with or without cold soom

39 94060000 | Prefabricated buildings of other materiels other than those of
plagtics, wood, irom, aluminiwm or of fibreglass

Sopree; Export Promotion Bureay

To identify the major items of firmiture export, this report further presents export
items at 8-digit HS codes from 2016-17 to 201 8-19. The export share of key fumiture
products is shown in Figure 3.12. Among the 39 forniture products at B-digit HS
codes, sleeping bags (HS Code 94043000} categorized under mattress supports,
mattresses. and quilts still contribute a significant portion of furniture exports. Howev-
er, the relative share of these items has decreased from 37.9% in 2016-17 to 46.4% in
2018-19, These itemns are mainly exported to European countries, as shown in Table
3.14. The second major fumiture item in the export basket is parts of seats (HS Code
24019000%, which shows an upward trend and contributed 23.8% of total fumiture
exports in the year 2018-19. Japan is the sole export destination for parts of seats.
China is the primary export market for furniture parts (HS code 94039000}, which
shared more than 8% of firniture exports in 2017-18. However, exports of this item
declined in the subsequent year.

Table 3.14: Country-wise export of the major furnifure items for the year 2006-17

Percentage
Fercentage ol share of tfm
HS Code Product toial furniture Export sy
Description exports in the Destinations e
year 2016-17 g e
94043000 | Sleeping Bags 579 Spain 3422
United States 19.73
(Germany 9.28
Canada 9.21
Norway 6.29
94019000 | Pars of seats 5.1 Japan 100%
94039000 | Parts of furniture 4,9 China 9B
United Kingdom, | 1.0
Homg Bumg,
United Siates
24041000 Maitress supporis 4.8 China 94,89
Malayzia 311
24036000 | Wooden furnituse, 4.4 Congo AR AT
n.e.5. other fhan Mali 33.75
cabinets for Carmneroon 1742
pharmaceutical
uze & for wash
basins,
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Percentage of :;f:; ﬁﬁﬁ
HS Code Produoci total Turnifore Export ficin
Deseription exports in the Destinations exported in
vyear 2016-17 2016-17
B4 (35000 Wooden fornituee 4.5 India 12.10
of a kind used in United Kingdom | 10.10
the bedroom United States 920
Pakisian A.80
Germany f.52
Canada 592
Belgium 329
Turley 417

Souree: Authors” Compilation from EFB data
Figure 3.12: Share of major furniture items in export earnings: 2016-17 to 2018-1%
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Source: Authors” Caleulations based an the dara from the Export Promation Burean

In the wood fumniture categary, the volume of exports is still relatively small, such as
wooden furniture other than cabinets for pharmaceutical use & for wash basins (HS
Code 94036090) and wooden finnitwe of a kind used in the bedroom (HS Code
940350007 shared 10.3% and 4.3%, respectively of total furniture export in 2018-19.
Although the export share of wood furniture is still low, there has been 2 growing trend
in the export of such furniture. For instance. the export share of wooden furmituore
besides cabinets for pharmaceutical nse & wash basing (HS Code 94036090)
increased from 4.6 % i 2016-17 to 10.3% m 2018-19. The major export markets of
wooden furniture besides cabinets for pharmaceutical use & for wash basins (HS Code
94036090) are the African countries, mcluding Congo, Mali, and Cameroon. On the
other hand. the major export destinations of wooden furniture used in the bedrooms
(HS Code 24035000} are disparsed across Asia, Europe, and North American regions.
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3.11 List of prodncts imporied by Bangladesh at 4 Digit HS Code

Table 3.15 represents four-digit HS-Code prodocts imported by Bangladesh. Among
the many different importable items, the top impoit items consist of lanps and lighting
fittings, prefabricated buildings, furniture and paris, seats, medical, surgical, dental,
and veterinary forniture, e.g. opersting tables, examination (ables and matiress
supports, and articles of bedding. In recent vears, most of the uppermost imporiable
itemns have exhibited a decreasing trend, except prefabricated buildings and medical
and zurgical ilems.

Fignre 3,12: Share of major farnifure items in export earnings: 2006-17 to 2008-1%

HS Imported | Imported | Imported | Imported
L Produoct Tabel value in valug in value in valug in
2015 16 07 2018
9405 | Lamps and lighting fittings, 20208 6997 112739 OGRES
imcl, searchlighis and
spoilights, and paris
theseol, ne.s; illuminated ...
9406 | Prefabricated buildings, 22002 33805 31501 40931
whether or not complete or
already assembled
9403 | Fusnilure and paiis thereof, 17931 512086 38717 34530
n.e.s.
9401 | Sears, whether or not TO48 34929 32537 LRELT
converiihle inie beds, and
parts thereof, n.e.s,
{exeluding medical, ...
9402 | Medical, surgical. dental or 6106 5853 7650 BGE3
veterinary furniture, £.g.
operaimg tables.
examination iables, ...
9404 | Matiress supports, articles 931 44494 5559 4044
of bedding and similar
furnishing, ...

Souvroe: ITC coleulations based on UN COMTRADE statistics,
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CHAPTER 4
VALUE CHAIN OF FURNITURE SECTOR

4.1 Value-Chain

The value chain is the sel of activities in which a irm splits the production process,
and then a lead firm carries out part of the value creation stages while outsourcing
some olher stages 1o oulside vendors. Sturgeon (2001) siates that a chain maps the
sequential arvangement of evenis vertically to deliver, consume, and mainiain goods
and gervices. Value chain activities range from the conception of a product idea (o the
delivery of a product to final consumers. At the moet basic level, value chain analysis
systernatically maps the actors participating in a particular product’s production,
distribution, marketing, and sale (ESCAF, 2011). Michael Porter hae introduced and
popularized the notion of value chain. Porter (1985) has delined the valoe chain as a
diagnosiic tool for disaggregating the value-added activities of a firm. According 1o
Porter (1990}, a value chain consisis of primary and support acliviiies compeling in a
particular indusiry. The primary activities of the value chain include production,
marketing, delivery, and servicing of the product, while support activities are related
o providing purchased inpuls, lechnology, human resources, or overall infrastructure
functions like general management and finance. Since Porier conceived of the value
chain, it conceptual framework has broadened significantly over the years.

Um a theoretical note. Sturgeon (2001) introduced various nornenclatures of value
chains, including aliernative names, scale. and value-chain aciors. According o him,
value chain can be identified with alternative names, including supply chain,
commodity chain, production chain, activities chain, or product pipeline (Sturgeon,
2001). The scale of value-chain can take a spectrum from local (industrial district!
gpecialized industrial cluster) o domestic (national production system), to internation-
al (mternational production network), to regional (regions]l production system/
network), and finally to global (global commodity chain/ glubal production netwark).,
Referring to the value chain actors, Sturgeon (2001) hag identified five major ones: {1)
integrated tirm/modern corporation (g firm that engages in the entire range of
value-chain aciiviiies); (2) reiailer/ markeier {a tirm thai carries sales and marketing
activities); (3) lead tirm (a firm thai initiates the flow of new products through the
value chain; (4 turm-key supplier/sysiem supplier (2 firm that supplies complex pariz
and services); and (5) component supplier’ subcomiracior (a firm that supplies discreie
parts). Schmitz (2005) poinis out that the lead firm n the chain vsually wishes o
control and govern the relatiomship.

A salieni feafure of the preseni-day value chain is the value-chain integration ai a
global scale, where a firm tends io specialize in value-creation segmenis that are buili
om its distinctive competencies and integrate with global vendors that possess compei-
itive advaniages in other siages of the value chain. In this conmection, value-chain
integraiion refers (o the inter-firm linkages within a particular indusiry.
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Thus, value chain integration intends 1o reveal the structure or arganization of firms in
an industry and the intensity of inter-firm conneclivity. Furthermore, analysis of
industry value-chain integration identifies the actors/ players of the industry, linkages
or conmectivity between firme of various sizes, and their relative sivengths and weak-
nesses. Integration of SMEs into the global value chain through linkage with large
firms or with other SMEs can boost value-added activities in international business,
[aeilitate entry inlo regional and global markets, and accelerate socio-economic devel-
opment and poverty reduction of many smaller economies tn Asia, ineluding Bangla-
desh (SECAF, 2011).

Apart from the many alternative ways througls which firme can learn, such as licens-
ing, reverse engineering, emplovee mobility, learning by exporting, and spillover from
loreign diveet investrnent (Lall, 1996; Navaretti and Venables, 2004), participation in
the global value chain has emerged ag a keyv avenue for developing countries to gel
access to foreign technology through the inclusion of their firms in the global value
chain (Marchi et al,, 2018). Hence, researchers and development practitioners have
widely adepted value chain analysis to conceptualize global production systems. [
also serves as a tool to analyze different aspeets of chain coordination and governance
(ESCAF, 2011).

4.2 Value Chain of Furniture Induostry

To capture the value chain of the furniture industry, this study separately provides a
holistic walue chain for the entire industry and also a value chain for various segments
of furniture production based on the inputs vsed, such as golid wood, processed wood,
metal, cane, and plastic.

4.2.1 Valug Chain: Overall Furniture Induostry
Figure 4.1 Value Chain: Overall Furniture Induostry

Soures; Fumnimre Sector Study (2019}
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4.2.2 Value Chain: Solid Woeod Furniture
Figure 4.2 Walue Chain: Solid Wood Furniture

Soures; Furnitme Sector Stedy (2009)

4.2.3 Value Chain: Processed Wood Furniture
Figure 4.3 Value Chain: Processed Wood Furnitare

Source: Furniture Sector Stedy (2019}
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4.2.4 Value Chain: Metal Furniture
Figure 4.4 Value Chain: Metal Furniture

Soures: Fusniture Sactor Study (20019}
4.2.5 Value Chain: Cane Furnitore

Figure 4.5 Value Chain: Cane Furniture

Source: Furniture Sector Stedy (2019}
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4.2.6 Value Chain: Plastic Furniture
Figure 4.6 Value Chain: Metal Furniture

T [ - —— .

Soures: Fumniture Sector Smedy (2019}
4.3 International Sources of Furniture Raw-Material Supply

The raw materials used in furninure production and their global sources are summa-
rized in Table 4.1 according fo the product classification.

Table 4.1: Raw materials used in the fornitore industry

Category Raw Materials Source of Materials
Bolid Wood Timber Myanmar, Ghana, Tvory Coast, USA,
Furniture Canada, Few other EU countties
Procesged wood Plywrood, medium-density | Panicle boards and melarmine
Furniture fiberboard, melarine laminated boerds are sourced locally.
laminated board, particls The main sowrces of processed wood
board, efe are:
Chima, Malaysia, ndia
hetal Furminwne Stainless steel is the main | China is the main source of stainless
component of thess types steel.
of fumiture
Cane and Rattan Bamboo Soureed from local and internarional
Furniture suppliers. The main spurces of imports
are Malayaia and Indonesia.

Source: Furnitare Sector Stedy (2009

Maost of the round wood produced in the country is used as fuel wood. The rest goes
into construction and industrial consumption. The major indusiries connecied with the
forestry sector are sawmills, furniture, paper, and pulp indusiries. Only the Govern-
ment-ovwned Karnaphuli Paper Mill gets a significant supply of raw maierials from
government forests: all other paper and pulp mills depend on recycled or imporied
fiber as raw maierial, aside from sourcing unspecified quaniities from private produc-
ers. Furniture manufacturing is interlinked with other sectors like light engineering,
siteel and iron, and leather and texiile,
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In the furniture indusicy, some firms tend lo be vertically integrated, where they carry
out entire value-chain activities with the help of imported raw materiale. This is one of
Bangladesh's few indusiries where large firms undertake their production and perform
lorward integration. Whereas in backward stages, firms heavily depend on imports. In
the case of both forward and baclkward integration, this study finds little evidence of
lormidable integrated relationships among the lead and follower firms operating in the
furniture industry of Bangladesh. Large and mediom firms produce in their factories
and sell the fimshed products in their outlets, while small and micro firms primarily
operate on a made-to-order bagis since they lack storage space. In various distriets, it
has been found that one/two firms own gome machines, and small and micro firms get
somne part of the produet design, culting and finishing tasks from those firm/s. In some
districts, it was also reported that one firm imporis wood, and small firms that operale
neatby buy from the importer. However, the development of specialized [irms to
perlorm some speeific value chain activities has not been found around the country.

Local supplies from baclward industries like medium-density fiberboard (MDF),
particle board, melamine board, small tools and fittings, fabries, leather, steel, and
metal are inadequate and of poor quality. Around 60 firms supply MDE, particle, and
melamine boards, covering around 25% of domestic demand. Moreoves, the quality of
domestically available raw or finished inpuis 13 hardly of international standard, which
consequently deters export-oriented furniture manufacturers from sourcing those
inpuis from local suppliers. Few large firms, including Partex, Hatil, and Altter Furni-
ture, produce their required backward materials, but such firms don’t supply those
materials to other manufacturers of finished products. Brand furniture producers also
claim that the supply of tools by the light engineering sector and fabries from the
textile sector don't meet quality standards for exporting furniture in the international
market.

The furniture sector strongly depends on imported raw materials. On average, 60% of
raw malerials in the furniture sector are imported from different countriss {Quamruz-
zaman, 2014). Timber, wood coating materials, hardware & accessories, world-class
[abrics, ete., are major impartable iterns, In this study, Chapter 3 digcussed the import
of solid wood, processed wood, metal. and plastic as raw materials for producing
finizhed furniture.

4.4 Scope of Value Chain Tntegration

An unexplored scope of value chain integration remaing in the backoward and forward
stages. Firms in the fumiture sector can invest in the backward value chain to supply
raw malerials for making processed wood furniture. Since China and Malaysia are
moving 1o more capital-intensive indusiries, Bangladesh can take more share in the
international furniture macket. Thus, future demand for materials for making
processed wood furniture is expecied 1o rise,
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The furniture sector also needs to develop sirategic parinerships with the light
engineering, plastic. and textile sectors 1o ensure the development of a quality supply
of lools, steel, melal and plastic accessories and fabrics. Wood furniture manufacturers
claim that they import light-enpineering tools snd accessories from China since
domestic suppliers cannol deliver high quality and wide variety ol tools.

Similarly, plastic furniture manufacturers argue that they import visgin raw materials
frorm China without a quality supply of recyeled raw materials in the local market. All
types of chernicals are also imported. Because of the high import dependency on
required raw materials, plastic furniture production is costly in Bangladesh compared
to its competing Asian countiies. The export of plastic furniture i3 also less cornpeti-
tive in the international market. Thusg, the plastic sector can develop the capacity to
produce quality reeyveled materials and chemicals to feed the plastie furniture manu-
[acturers. This will harness the price competitiveness of plastic furniture in the
international market. Another eritical value chain-related friction furnitore manufac-
turers face, especially the small ones, iz the supply of technically sound workers,
designers, and machine operators. Furniture production will shift to modular produc-
tion, demanding a high degree of autornation and a skilled labor force. Theretore,
developing technical and vocational institutes iz essential to ensore the growing
dernand for non-managerial people with appropriate technological know-how. It 12 a
mugt il we are fo ereale an international standard seamless value chain in the furniture
sector of Bangladesh.

4.5 Sub-Contracting and Value Chain Opportunities

Globalization of production, technological breakihroughs, and cost pressure increas-
ingly promote sub-contracting and value-chain integration among firms within and
between industries. During the lasi few decades, firms around the globe have been
gradually embracing subconiracting by moving away from wvertical integration. In
many insiances, SMEs serve as the key players in the sub-contracting and value chain
integration process since large firms generally concenirate on the core functions.
SMEs also help the lead firms o remain competitive by boosting efficiency from
economies of scale and improving quality that resulis from specialization. The subse-
queni section presenis the scenario of sub-coniracting and value-chain integrafion in
the furmiture sector of Bangladesh.

4.5.1 Subconiracling Scenario in SMEs

According 1o Uddin (2014), there are three types of sectors in Bangladesh where
SMEs play an active tole as subcontractors: (a) machinery and equipment, (b) cherai-
cals, electrical and electronic products and transport equipment, and (©) textiles, furni-
ture and tood processing industries. Taking the lessons fiom Japan and the Republic of
Korea, subcontracting scheme in Bangladesh was launched by BSCIC in 1986, under
which BSCIC underivok the following activities: (a) identify the small and cottage
indusiries that are complementary to medium and large firms; (b) establish linkage
between subcontracting firms and lead firms; (¢) facilitate signing of memorandum of
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vidersianding between them: (d) provide promotional services to subeontracting
lirms like technical assistance to participate in tender for orders: and (&) assistance in
marketing. Under the patronage of BSCIC, 30 memoranda of undersianding relating
io subcontracting have been developed. To promote subconiracting, a gazetie notifica-
tion was issued in 1989 that described rules and regulations of the linkage siating that
machinery and spare parts made of any metals, plasiic, and ceramics can be supplied
to the State-Owned-Enlerprises (SOLs) by the Small and Cotltage Indusiries under
subconiracting scheme. Under the jurisdiction of this gazette, the enlisted light
engineering industries in BSCIC supply various products such as spare parts, equip-
ment, and small & capital machinery under & subeontracting scheme. Under these
subcontracling agreements, Small and Cotiage Indusiries supply their products to the
agriculture secior, aulomobile sector, gas sectors (Titas, Bakhrabad, Jalalabad gas
corpany), Sugar & Food Industries Corporation, Bangladesh Railway, BRTA, BRTC,
BIWTA (for ferry), BIWTC, Port Authority, WASA, T&T, PDB, Public Health
Engineering, Civil Aviation, Bangladesh Biman, garmenis faclory, pharmacentical
industries, all fertilizer & chemieal industries under BC1C, industries imder Engineer-
ing Indusiries Corporation, all industries under BTMC, Jute Industries Corporation,
paper & cement mills, other small, medium & large indusiries, equipment for various
laboratories, R&D institules, ele.

The survey of the 426 furniture manulaeturers found that about 23% of firms engage
in sub-contracting activities. Small firms subconiract if they get an order of a large
quantity at a time, particularly furniture for official use and if they lack the necessary
resources for completing an order like cutiing and designing, In a global context,
subconiracting by large firms/brand furniture producers facilitates the development of
SMEs. However, the spread of subcontracting by large firms iz almost absent in the
furniture indusiry of Bangladesh. Large firms argue that small firms do not qualily as
quality suppliers for any backward integration.

Out of different categories of furniture manulacturers, solid wood manufacturers,
especially micro and small business owners. depend on subcontracting. This study
found that various small furniture businesses work ag subcontractors at Satarkul,
Dhaka. They purchased CNC machines and are fullilling the demandz of other
buziness houses accordingly. Medium business owners express dissatisfaction regard-
ing thiz phenomenaon.

Table 4.2: Subcontracting status

Status of Subeoniraciing M. of Firms Percent
Yes 97 PR
Mg 304 T4
Mo response 25 3.9
Taral d2b 100.0

Soures; Furnimee Sector Survey (201%)
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CHAPTER 5
TECHNOLOGY UPGRADATION AND LABOR SUPPLY IN THE
AGE OF 4™ INDUSTRIAL REVOLUTION

This chapter covers various aspecis such as technology upgradation, human resource
development, and resource & energy efficiency in the furnimire sector of Bangladesh,
Conienis of this chapter are compiled from the findings of the survey, FGD, and K11,
in addition 1o the relevant concern literature,

5.1 Statns of technology used in the furniture sector
The Indusirial Statistics Guidelines (UNIDO, 2010) classified technology
under thiee tiers, namely:

a) Medium-high and high technology

b) Medium technology

¢) Low technology

UNIDO refers to the industries spending high on research and development classified
as medivm-high category, and relative expenditure compared to the output 13 the meas-
ure to classify the industries in terms of technology. UNIDO (2010) characterized
gome indusiries, such as pharmaceutical, automobile, medical, ete., as medium-high to
high technology-based. Indusires like rubber, shipping, and non-metallic mineral
products are clagsitied as medium technology users and texiile, leather, fomiture, efc.,
ag low techmology-based mdustries. Eurostat (2018) alsa clagsified the furniture sector
as a low techmology-based indusiry concerning the intensgity of technology bemng used.
Seott (2006) characterized the furmiioe indusiry as low-technology and labour-inten-
sive. This study found that the rate of technology adoption in the furniture industry is
low, and thus, the firniture imdusiry of Bangladesh is also under the same classitica-
fion.

Regarding the use of various types of machinery, three types of technology can be
found in the furniture secior: hand tools, power tools, and heavy machinery. As per the
rate of machinery used by the selected respondenis of this siudy, 1t was evident the
pattern of technology usage in this secior (Table 5.1).

Table 5.1: Type of machinery used in the furniture sector

Type of Machinery Nomber of respondents as per percentaze
Hand toals 50
Powes toals 43
Heawy Wachmery 03

Source: Furniture Sector Shady 2019}

The above table shows that half of the business enferprises vse hand tools for making
furcnimre and only around 5% vse heavy machinery in their factory, The following
table shows the technology narmes and brief descriptions of popular ones in the current
context.
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The rates of utilization of some of the most commeon machines are bit, joint. randa,
drill. welding, etc. As mentioned earlier, a significant portion of furniture manufachor-
ers in Bangladesh mainly use hand tools. It is also found that most of them are classi-
fied as micro, small, or medium enterprises. The collected data shows drill. bit, and

Table 5.2: Name and description of commonly used technologies

Tuechnelogy Name

Degcripiion

Bit machine Usnalty. for doilling holes. & bit machme 15 used.
Joint machine 1t can 2plice a small board with & glant ane and
improve wood utilization.
Fanda machine Randa machines are uzed for cutting the sides of wood
or hoard,
Circular machine With a specific measurement, & circular machine can
e vesd if any wood piece needs to be cul down inls
diffesent preces.
Diill machins Thiz machine iz used for drilling pumposes. |
Jali machine Thiz machine can de primary-level degipn, |
Bending maching Thiz machine iz used 1o bend different materials, |
Welding rmachine It iz used in various steps of furnitere processing, |
Slot Saw Machine (Wood Saw 1t iz wsed for cuiting wood locks or woed boards.
Mechine}
Cur Saw Machine (Waed Thiz auromatic feol can prepare different types of
Cutting Machme) ghapes for example, angle. curved. engular. ete. for

chairs and fables,

Thiz tool smonthes the dides of a wood,

| Mackine {Plarner)
Wood Profile Machine This finishing mackine tool softens and makes the
final product very smoath.
Woad Sandpaper Mackine The sandpaper machine can smonth the wood without

fibse on itz surface.

Mote: Pletures of the mechineg are attached in the appendis
Sowrce: Furniture Sector Stedy (2009}

randa machines are mosthy used in this sector.
Figure 5.1: Machines wsage rate in the furniture gector of Bangladesh
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Some of the modem rechnologies that are used by many furniture
manufacirers around ihe world are:

i. Surface planer

if. Thickness Planer

ili. Combination Machine- Combination of Surface Planer and
Thickness Planer

iv. Table Saw

v. Spindle Moulder

vi, Router

wii. Mortiser

A brief descrniption of the modern machings is produced through the following able.

Table 5.3: Description of modern furniture technelogy

Technology Mame Desgcriprion

Surtace Planar A gurface Planer iz used for smoothing the surface, and it also
rmakes 3 workpisce parallel to the rools bed.

Thickness Flaner This planer ensures consisteacy in fhickness along with smvooth
surfaces, It usually plains ome side of 3 board at a time.

Carnbination of Tt combines many Functians of different machines such a8 swiface

Burface Planer and planer, thickne:s plansr, cireular saw, deilling, grinding, moulding

Thickness Planer ete.

Tahle Saw Combining a circular saw blade and mounted on an arbor, this
mzchine works as 3 usafl tool.

Spindle bouldar The primary feature of thiz machine is fo shape wood,

Eouter A power tool that is used for routing different types of wood or

plestic raterials.

Maortiser For cutting square and rectangular koles. mortiser is used as an
important machine,

CHC ("M machines are digitally cgntrolled and perform vargus
fumnctions like milling, lathe, router, welder, grinder, laser or
wraterjel curter, sheel metal slarmping, et

Matz: Pictures of the machines are availabie in the Appendix
Source: Furnitare Secios Stedy (2019}

FGD and KIT with producers underscored that the use of modern machines is very
low in Bangladesh. Some sub-contracting firms are equipped with specific types of
CNC, rouier or thickness planers, bui modern fools are scarce. Apari from ihe
commonly used machines, medium and large firms use CNC machines. The main
sources of imported machinery are Germany, Ttaly, Taiwan, and China. Across the
country, some furniture clusters are developed where a selected number of leading
firms purchase modern machines and provide sub-contracting services to the small
firms in the cluster.

While conduciing FGDs and Kz, this study found the absence of qualified labor in
this coniext, Thus, this secior's transformaiion from hand iools io power tools and
finally to hesvy machines is very slow.

Tools/ Machines used for panel processing (for Board like Particle Board, Laminated
Board, MIDF Board) are:
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i. 5liding Panel Saw
ii. Edge Bander
i, Muld Boring
A briel deseription of such machines is given below:

Table 5.4: Machines for panel processing

Technology Mame Drescription
Sliding Pzmel Saw This machine cute sheets vertically or horizgmialby.
Edge Bander An edge bander bonds the edgs bending to the substrate, frims

the leading and teailing edges, trims top and hoftom fhash with
the subsirate, sooaos any sumplus, and buffs the finished edge.
Multi Bosing This machine bore plywood, particle board, and othes
materials in differsnt shapes.

Mase: Pietores af the machires mre svallable in the Appendi

Source: Furaiture Sector Study {2019)

5.2 Homan Resource Development

The forniture indusiry is labour-intensive and requires a wide variety of skilled work-
ers. In particular, mechanized produstion demands many new skills. Nonetheless, any
notable improvement in the human respurce development of the furnire industry is
siill absent. Thersfore, inter-firm mobility of employees is very high, Industry experts
argue that, sxcept in a few cases, the furniture indusiry is still not organized in terms
of human resource planning and workforce development. Morsover, the working
emvironment is not vary healthy in mosi cases.

5.2.1 Shortage of Skilled Labor

Thiz sector is labor-intensive and needs specialized labor in sourcing, production and
after-sales service. Most of the labor starls as an assistant or day labor (DL) in the
business unit and over time, get experience and skills to siart their own business,
Diring the field wvisit, it was found that there is a shortage of skilled labor in licker,
polishing, welding, painting, CNC operation, product designing, and quality control.
Some big brands dominate plastic furniture production and require specialized skills
in the production process. Furniture manufaciuring facility owners provided the
following responses to the intensity of the shoriage of skilled workforce:

Table 5.5: Responscs of Producers Regarding Shortage of Skilled Labor

Intengity of shortage in slkilled labar Mo of respondents Percent
Very Low 3 1.0
Low T 173
Medium 222 53.2
High 100 240
Verv High 15 3.6
Total 417 1000

Source: Furniture Ssctor Study (2019)
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5.2.2 Labor Cost

The average monthly salary of unskilled labor in the furnitore industey is 6,000
8,000 Talca, Some business owners mentioned that this indusiry finds it difficult o
aitract a workforce due o the low payment struciure. Skilled workers swiich jobs
frequently, and their job retention is very low. For example, a machine operator usually
geis 10,000 1o 16,000 Taka monthly and is most vulnerable to changes in earnings.

Table 5.6: Perception of labor cost among respondents

Labaor Cosis Percentage
Wery Low 0.7
Low 9.3
Mediugm 48,1
High 336
Wery High 7.8
Tatal 1000

Source: Furniture Sector Study (2019)
5.2.3 Labor Unrest and Working Environment

Labor unresi was reported io be low in the furniture indusiry and is one of the mosi
encouraging agpecis of this sector. Discussions with the entrepreneurs of this secior
unveiled that this sector has been able to ran without amy major unrest over the years.
Figure 5.2 presenis the opinion of the survey respondents on the frequency of labor
nnrest.

Figure 5.2: Incidence of labor unrest

Source: Furniture Sectar Study (20190)

Howeever, there are some problems in the working environmeit, such ag (a) unplanned
factory location, (b) lack of proper fire protection, (o) lack of proper laciory environ-
ment and safely measures, (d) presence of excessive dust and particles, (&) low-level
of compliance praclices and (f) low level of emploves knowledge o the protection of
body parts. The following diagram reveals that more than seventy percent of respond-
ents acknowledge the presence of medium to very serious problems in the working
environment of the furniture indusiry.
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Figure 5.3: Presence of hazards in the working envivonment
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Soures: Fumniture Sector Study (2009}
5.3 Resource Efficiency
Resource efficiency includes using factors of produciion such as wiilities, raw materi-
als & human resources being efficienily used i the production process. The scarcity
of resources leads io being more aware of using our resources for uliimaie sustainabili-
ty, Only a few large furniture businesses have pariial auiomation systems in their
production process.

About 75,000 enterprises and nearly 1.8 million labor are mnvolved in this sector
{(White, 2018). Owr findings alzo endorse this estimaiion with specific reference to
enterprise. Akter (2014) found that the average growth of firniture exporis has been
slighily above 20% annually. So, the labor force pariicipation has also been increasing
over tfime. Our findings from past and present scenarios of the furniture sector suggest
thai enterprises wiih less than five employees have decreased by 17.5%, whereas the
enterprises having 16 to 20 employees increased by 3.2%. Therefore, the skilled labor
force has shified from small to medium and large enterprises, At the same iime, Zhu
(2013) found that the overall labor productivity of the furniture indusiry rose by more
than 5%, double from 2008 to 2012. Therefore, there is a global increase in demand
and productiviiy in the furniture secior.

However, the scarcity of skilled workforce in handling modern equipmeni and
machinery limiis the prospect of growth of this indusiry. Such problems can be
addressed by setting up more Technical Schools with a curriculum of short-term {rade
courses. In the furnifure indusiry, large and medium firms fend to be vertically
integraied, carryving out enfire value=chain activities with the help of imported raw
materials.

Morecover, the upper part of the value chain is mainly affected by the availability of raw
materials, skilled labor force and imvestment in machinery and egquipment. Nonethe-
less, invesiment in intangible asseis such as design and functional innovation also
plays a critical role. Bangladesh has no formal research and developmeni for product
and design innovation in the furniture sector. Xiong et al. (2017) mentioned that the
core advaniages of the furniture industry are design capabilities and research and
development to innovaie new ideas. Han et al.
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{2009) examined the global competitiveness of the Chinese wooden furniture industry
based on Balassa’s Revealed Comparative Advaniage Indices. They concluded thai
China had experienced a tramsition from a comparaiive disadvantage info a high
comparative advantage over the period and bas maintained a sirong position in this
labor-intensive indusiry. However, it still falls behind waditionally sirong competitors
such as lialy and Germany regarding quality and unit price,

Thiz smdy found evidence of wastage in =olid wood, processed wood, metal, cane and
plastic categories. In the solid wood category, 66 percent of respondents said thai
wastages are high in various production sections like the sawmill, production wnit, and
distribution stage. Wastages are evident in wood-working wasie, boards, metal, mixed
waste and hazardous in different categories. The following figure shows the disposal
of wastage in the wood subsecior,

Figure 5.4: Disposal method of solid wood and processed wood wastages
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Soures: Furniture Secior Study (2019}

Compared to solid wood and processed wood, plastic, cane, and meial seciors are
experiencing less wasie.

5.4 Energy Efliciency

The findings fram focus group discussions in different regions show that shortages of
gas supply and electricity failure are two of the main hindrances 1o the development of
this sector. Moreover, developing aliernative energy resources is also essential in this
sector. Five percent of respondents said that they experience even 2-hour-long load
shedding. Around 20 percent of respondents are facing medium-range load shedding.
This forces them io be dependent on generators. So, the cost of operation 15 increasing.
Alternative energy usage rates are very low in this sector.

5.5 4th International Revolution and the Furniture Sector of Bangladesh

According to Lasiet ef al. (2014), "Industry 4.0 describes the increasing digitization
and aitomation af the manufacturing environment, as well as the creation of digital
value chains to enable commumnication between products, thelr emvironment and
business partners ".Schwab (2016) expressed the need to understand how the Fourth
Industrial Revolution will reshape the “economiic, social, cultural and human comtext

in which we live"” (p.2).
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The term “Industry 4.0" has become increasingly popular in the last few years. During
2005-2006, the number of published arlicles in the Scopus and Google Scholar
databases incressed diastically, from around 100 to 150; from 2007 to 2014, the
number inereased sieadily. A significant growth appeared ffom 2014 to 2015, when
225 documents were published in 2015, China, the United States, and the United
Kingdom are the top countries active in this field (Zhong et al., 2017).

Industry 4.0 is a model presented by the German government o lead manufeeturing
companies into the fourth Industrial Revolution (Lee et al., 2014). The main technolo-
gies of mdustey 4.0 include sensors, communication protocols, cloud computing,
cyber-physical systems, additive manufacturing, business intelligence, big data, and
other emerging technologies. Most of these technologies are not the latest innovations.
However, the combination of technologies, business processes, and data processing
makes Industry 4.0 unigue (Ander] et al., 2015). Value ereation for organizations will
be attained through innovative products and services, better competitiveness, and
improved operational processes (Ander] et al., 2015).

Industry 4.0 is a new reality ol the modemn economy because innovation and techno-
logical development have an important role in each organization. Industry 4.0 consid-
erably changes products and production systems concerning the design, processes,
operations and services. The concept of Industey 4.0 assumes obscuring the differenc-
s between the work of people and machines. The first industrial revolution improved
manufacturers' operation; the second introduced electricity into the industry; the third
automated uniform tasks of line worlters; and the fourth improved information
management and decision-making (Slusarczyvk, 2018).In the concept of Industry 4.0,
cost reduction, performance improvement, and also offering improved products and
services, laking mlo account the prelerences and behavior of consumers. are to be
reached due to the autornation of production based on the use and exchange of data in
real-time, using artificial intelligence (Picriegud. 2016; Androniceanu, 2017). The
objective of Industry 4.0 is to achieve a greater level of operational effectiveness and
productivity and also a highes level of antomation. The most noticeable characteristics
of the concept are digitization, optimization and personalization ol production;
sutomation and adaptation; human-machine interaction (HML); value-added services
a8 well as automated data exchange and communication (Roblek et al., 2016: Pozada
etal., 2015).

Industry 4.0 is creating a requisite for the revolution of traditional business models
o digital business models and the need to connect various techmologies and robots,
all of which enable mass custormization in manufacuning (Crmjac et al., 2017; Flynn,
2017). In general, Industry 4.0 is presented as the application of cyber-physical
systems within indusirial production systems (Posada et al | 2015). Industry 4.0 great-
ly influences manufacturing due to its foous on creating a smart enviromment (Mable-
hot et al., 2018). The use of technologies in production organizations changes the
organization of work and has a significant impact on job qualifications.
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Indusiry 4.0, thus, brings and will continue to bring variations in production technolo-
gy, organization and competencies, as well as change in job profiles (Morlocket et al.,
2016). Industry 4.0 holds a huge potential and will provide economie and social
opportunities through the paradigm shift regarding worlt organization, business
models and production technology (Kagermarm, 2013). In the Industry 4.0 frame-
work, everything in the manulacturing environment is integrated, autonomously
exchanging information, triggeting action and controlling each of them independenily,
allowing smarter processes to be created (Weveret al., 2015). It allows all physieal
processes and information movements (o be available when and where they are needed
across all-inclugive manufactuiing supply chaing, multiple indusities, small and medi-
um-sized enterpiises (SMEs), and laige companies (Wang et al., 2016). Industry 4.0 is
still a relatively new subject in academic literature, and there are gaps in business
intelligence research on the subject. Thus, there is a need to grasp what has been inves-
tigated and whal remaing 1o be studied. Bnlerprizses from Germany and the United
States indicate a similar degree of preparation for challenges related to Industey 4.0 —
about T0% consider themselves well-prepared for this issue.

The wide-ranging expansion of digital technologies led to the existence of a new terin,
Indusiry 4.0, considered the new Industrial Revolulion. New technologies such as 1oT,
BDA, robotics, additive manufacturing, ete., are widely disserninsted and used in
different lields (retail, pharmacy, logistics, ete.). At the same time, these tfechnologies
change approaches lo doing business, providing new opportunities. There is no doubi
anymore that Indostry 4.0 brings business organizations closer together. The nature
and strength of contacts between those organizations gain sigmificant importance
becausze, nowadays, the industry structure is highly distributed among many compa-
nies {Pawlus-Rohmer el al,, 2016). To be successful, business organizations use more
or less the same technologics and tools provided by Industry 4.0

The furniture sector has recognized that it lacks prolessionals with high qualifications
in ICTs and other emerging technologies. Some of the speciflic gkills and comapelen-
cies that stand out a8 critical for furniture sector managers are 1CT skills essential to
operating in a modermn business environment. They may require atlention in terms of
additional training and adjustments in the official curricula. These skills and compe-
tencies are the ones that are the most critical. These will be useful for mass production
and customized products like ICT support, management systems and E-commerce . In
the context of the furniture industry, it relates to manufacturing equipment, which will
be characterized by applving highly automated machine tools and robots. The
increased automation and robotization required for Indusiry 4.0 will also have
far-reaching implications on the overall manufacturing operations within the furniture
industry (Xu et al., 2018). The benefits of applying automated technologies in furni-
ture manufacturing outweigh its initial high investment, and with higher productivity
levels gamed, the return from such investment can be sigmificantly shortened (Bahnn
et al., 2016).
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A study emphasized that in the cost-sensitive lurniture manufacturing industry. the
sconomic benefits of applying automation outweigh any other factor in the decision o
explore

5 Up2Eumope (2019}, available at: httpe:wersupZeurope. ew/

such technologies; it also revealed thar furniture manufaciurers are not ready to adopt
Indusiry 4.0, and any efforts by the government to push for such ransformation will
require the provision of incentives and other tangible economic benefits (Ramasingam
etal.,, 2019).

The Malaysian furniture industry is an important socig-economic secior, contributing
over USD 2 billion annually while employing almost 93,000 workers (Ratnasingam et
al., 20012). The launch of the national policy framework on Industry 4.0 also articulated
the attention given by the governmeni of Malaysia to adopt this tansformation o
boost the economic growth of the various sectors in the coummry (WMTTT, 2018),

In the context of the furniture sector of Bangladesh, to cope with the upcoming 4th
industrial revolution, stakeholders who artended FGID and KT of this study stated thar
there has been very little progress in digitization and auromation in manufaciring
units, Only a few brands, such as Haril, Alchter, Pariex, Otobi, Brothers, MNadia, and
RFL, have introduced varions avtomation options. All other small and medium enter-
prises are not yet ready to embrace the concept, In the case of creating a digital value
chain, most manufacturers use conventional parterns of doing business. Large mam-
facturers like RFL, PARTEX, and Brothers use a hotline to serve their customers.
Other large organizations are using corporare numbers for the same purpose, Even the
use of strategic alliance and collaboration stands at an sarly stags, indicating that the
furniturs sector dozs not understand the importance and thus is not yei prepared for the
4th indusirial revolution.

5.6 Furniture sector coniribution mecting the related Sustainable Development
Goals

Furniture is one of Bangladesh's most geographically dispersed indusmies, with a
presence in every division, district, vpazila, and union parishad, Hence, this secior
helps to eliminate poverty by creating labor-intensive jobs both in urban and rural
areas and is directly connected to the achievement of SDG 1 by creating employment
for abowt 2 million people directly, Patria et al, (2019) presenied that the furniture
industry has flourished from its cottage industry days into a major economic contribu-
tor. Beforehand, the indvsiry used to rely heavily on imported forniture from Malaysia,
India, and Thailand (DATABD,CO, 2019), Howeser, these days, domestic manufactur-
ers have taken the major share of the market by providing quality products, Around
T0% of products are home furniture, and 30% are office furnimrs (DATABD.CO,
2019,
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This industry contribures 1o achieving Sustainable Development Goals (SDGs), such
as poverty reduction, GDP growth and employment generation. This sector is mainly
labor-intensive, and with the reinforcement of capital investment, the industrial output,
employment, and overall contribution o GDP are increasing over time. Bangladesh
hasz a comparative advaniage of labor-intensive production, and the trade patterns have
reflected the same notion for several years. Consequenily, labor-intensive economic
and indusirial development can subsidize production and employment numbers,
assisting people experiencing poverty. Therefore, redistribution of income through
industrialization of the formiture sector can help the economy ito eliminate poverty
faster than before. At the same time, the improvement of backward linkages and diver-
sity of raw marterials make this sector more vibrant and help it perform betrer. Tradi-
tignally, the furniture indusiry in Bangladesh developed as a comrage-basad indusory. It
was in the 19905 that the furniture industry in Bangladesh transitioned from a
cottage-based indusiry to a mechanized mass production-oriented industry (Bukoski
et al,, 2018). After that, the finniture businesses began to grow, accommodatring
madern machinery, innovative designs, and diverse materials. The furniture industry
of Bangladesh is shifting its focus from dependency on the teak for raw materials to
processed wood (Bukoski et al, 2018).

Furniture mannfacturers steadfastly deliver excellent products and services while
sustaining a corporate conscience with the basic family unit at their center and the
environmental and social goals integrated into their essence. Maintaining this balance
provides meaning and relevance to its exisience. The alignment between the core goals
of the furniture sector and the 51Gs are as follows:
1. Promoie the belielin local products (pertinent 1o SDIG 12)
2, Create an efficient and fluid workplace (periinent io SDG 8,9 and 11)
3. Make the higher level of employment and leadership (pertinent 1o SDG

1,3 and 9)

4, Create a harmonious work environment (pertinent to 3DG 3,5.8 and 10)

3. Increase the skilled workforcs to generaie human capital (pertineni io
SDG 1, § and 9)

6. Creare a susiainable forest, preserve the environment and assure wood

supply (pertinent to SDG 11, 12, and 13)
7. Revolutionize the methods of the industry through innovation, service
and overall value. (Pertinent to SDG 9.

Thus, as a key indusirial secior in Bangladesh, the furninire sector’s development is
closely connected with achieving several SDGs. Reduction of poverty at the rural level
is sirongly connected with the growth and developmeni of this secior. Besides, this
secior can make notable contributions to many SDGs through product innovation,
creating a decent work environment by removing work hazards and improving healih
and safery siandards, earning foreign currency by boosting exports, and modernization
of the manufacmring process.



CHAPTER 6
BARRIERS TO INDUSTRY DEVELOPMENT

6.1 Industrial and Institutional Barriers

a) Inadequate supply of workforee: Small and medium manufaciurers located in
various paris of the country tend o adopt basic machines to minmimize labor require-
ments. According to the interviewees, there is a labor shartage in cities, and therefore,
firms tend to substimute labor with machines, Often, they need to hire technicians from
abroad. However, manufacturers still face a shortage of skilled machine operators
when installing machines for furminme production. The opinions of the indusiry
association leader are:

» People are lagging in terms of fechnical soluiions o furnifure-based
problems,

*  This sector lacks world-class furniture designers with innovative design
SCTSe.

*  The need for assthetic solution with appropriate design sense is essential
to compeie in the intermational market.

(b) Low social recognition/ status of furniture employees: One of the maim reasons
for the shoriage of skilled workforce supply in the furniture sector is low social recog-
nition for jobs in this industry. As a resgult, people are generally not interested in pursu-
ing furniture-related diplomas or other technical education. Even owners with genera-
tions of legacy or experience are hardly interested in engaging their children in this
indusiry.

(c) Insufficient Showroom: Regarding the showcasing aspects of the furniture
products, 39% of the survey respondents own showrooms, and the remaining 41% do
not own any showrooms. Morsover, space is a matter of competitive advantage in the
furniture business. A good location is required for displaying furniture and 1o atract
customers, [nitial fand availability for opening a showroom in an attractive location is
another main challenge for most owners in this sector,

Figure 6.1: Showroom statns

Source: Source: Furnitope Sector Study {2019)
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(d) Warchousing difficulties: The basic business process of any manufacturing
concerh, including the furniture mannfacturing entity, starts with sourcing raw materi-
als. Afier that, there are more than two stages where warehousing is & major issue

Figure 6.2).
e ) Figure 6.2: Process flow chart
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Source: Fumnituie Sector Study (2019)

This study discovered thai furniture manufacturers are highly concerned with the
warehousing issue. For wooden furniture, it is imporiant to season the wood for a
certain period, which requires warehousing. The field visit found that the arrangement
is available in some firms, such as Partex and Otobi. Firms need warchousing on three
levels: warehousing of raw maierials, warehousing of finished goods, and warehous-
ing of sold producis not disiribuied o the end vsers. The siudy also affirms that ware-
housing is a problem for furniture manufacturers in pariicular. More than 45% of
respondenis agreed about the problems in warehousing (Figure 6.3).

Figure 6.3: Problems in warchounsing
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{e) Lack of sound indusirial practices: Very few firms in the Turniture industey
tollow standard industrial practices. Firms in this indusicy rarely follow standard
operating procedures, environmental standards, and policy rules related o emplovee
health and safety. They rarely maintain formal books of accounts.

One ol the KIT participants stated that “a firm onee was successful in receiving orders
from a foreign buyer. When the goods were in the deliverable stage, buyers came lo
vigit production sites. The buver observed that the production process had deficient
workers' health and safety standards and didn™t follow some quality standards. This
consequently led the buyer not 1o agree (o take the delivery of the final product. The
geller lost the contract with huge unsold inventory”™”

{[) Low quality of fabric and technical instruments: The renowned urniture manu-
facturers also claim that the supply of tools from the light engineering sector and
fabrics from the textile sector does not meet the quality standard for producing quality
products, and consequently, they face lower demand of exporiing furniture in the
international markst.

{2) Lack of drive to internationalize: Because of inadequale information about
international markets, low capacily to meel global demands, high import tariffs, and
low-guality industrial practices, the furniture industry in Bangladesh is solely focused
on the domestic market and lacks the drive to inlernationalize. Domestic firms still
have the opportunity to expand outlets across the country as domestic demand is grow-
ing. Local companies use the Dhaka International Trade Fair (DITF) a8 a promotional
tool &nd create a customer base from the DITF, Al the same lime, firms in the local
market can set their prices relatively high since high fmport taritt rates prevail on the
import of finished furniture. Az a result, furniture producers from Ching have restrict-
ed access to Bangladesh, although Chinese firms have a lower cost structure than
thaese operating in Bangladesh.

(h) Absence of certification/guality assurance cell: There is no certitication authori-
v or guality assurance cell in Bangladesh for declaring ihe source of taw furniture
maierials ag environmentally friendly. FCA Certificaie is not available in Bangladesh.

{j) Absence of deep-sea port: Bangladesh has no deep-sea port. Mother vessels come
to Singapore, and carrier ships bring coniainers from Singapore's deep sea pori o
Bangladesh. These loading and unloading siages increase cosis. Besides, afier the
arrival of ships in Bangladesh, machines and matenials are transporied to the wood
factories through highways. which also adds high iransporiation costs. In other
compeiing couniries, logs and furniture are carried by irains. Therefore, they can keep
their gosts down, increasing their competitiveness in the world market.
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(i) Megligible forest endowment: Forest endowment in Bangladesh iz inadequate;
hence, the domestic supply of solid wood 13 insuflicient to support the furniture indus-
iry. Consequently. producers in Bangladesh heavily depend on imporied solid wood
logs. Bangladesh also relies on international sources for machinery and chemical
supply. China has low-cost raw materials, whereas Bangladesh cannot enjoy this faeili-

ty.

(i) Transportation cost: Most of the big factories in the furniture sector are located in
Dhaka. As a result, firms need (o pay high transportation costs to shifi materials from
Chittagong to Dhaka during imporl and export. So. they have a low-cost advantage to
be competilive in the nlernational market. Due to high exporl orientalion and the
availability of large numbers of factories around seaport areas, China enjoys low trans-
poriation costs, consequently offering them high compelitiveness in the international
market.

(k) Low capacity ol baich production: Most Bangladeshi firms don’t have bateh
production facilities or capacity by which they would be able to distribute the cosl
more eflectively.

(Ij Lack of research and training: There 12 no research on innovation and markel
expansion in the furniture indusiry. Moreover, (raining arrangements are also not at a
satisfactory level. Only Alkhter Furnishers started a private training institote. However,
public training arrangements have not vel been properly developed Tor this seetor.

(m) Complexity in implementing a cash incentive plan: The government of Bangla-
desh gives a 15% cash incentive on furniture export. This cash incentive process is
corplex and time-consuming, and the relevant authority doesn’t cooperate adequately
to realize such meentives quickly, which fails to add value in reducing costs.

(n) Inadequate institutional capacity: Though the government gives cash incentives
for furniture export, there 18 no duty drawback. Duty drawbacks are challenging to
implement due to the responsible authority's lack of institutions! capacity and low
ethical conduct. Thats why governments® initistive i confined to offering cash incen-
tives. Besides, Bangladesh's customs authority assesses the import value based on a
fixed rate. Importers want the assessment value to be the same as the value of the
commercial invaice.

{0) Increased VAT inmposition: Manufacturers of metal furniture claim that when the
raw maierials {MS sheet) are imporied, the imporiers pay VAT, Again, when the manu-
facturers make finished goods and sell them, the government charges another [5%
WAT. This increased cost discourages bath menufacturers and customers from buying
the furniture. It's a burden on them and inereases the product prices.



6.2 Tariff and Non-Tarilf Barriers

The furniture industry heavily relies on imported riw materials, as the supply available
from domestic backward industries like MDF board, particle board, melamine board,
small tools and fittings, fabrics, leather, steel, and metal are of inadequate and poor
quality. However, the current duty structures for importing these materials are high,
and the average composite duty rate on furniture accessorics and parts is aroumd 52%.
Alihough a few large firms in the furniture industry produce some processed woad
materials, they do not supply these to other competing firms. Policymakers further
pointed out that large manufacturers negotiste with the government to keep the
existing tariff wall on their safety line. through which they can easily buy the raw
materials cheaply. Although it might facilitate the domestic supply of rew materials,
costs of production merease due to high import miensity, which i twm decreases
firms' competitiveness in international markets,

Furthermore, the couniry naturally depends on international supply, considerng
Bangladesh's scanty forest asset endowment. Under these circumstances, a high
import tariff is a big drawback to the healthy growth of the furniture indusiry in Bang-
ladesh. Government offers a 15 percent cash incentive against furniture exparis. Sill,
the amount could not make the exporters competitive as they must pay a high import
duty on raw materials. Only 0.026% (i.e., $63 million) of the global demand for furni-
ture is met from Bangladesh. Nonetheless, the sector is losing competitiveness
corapared to other couniries in the global market due to the high tariff structure on raw
material imporis.

Bangladesh imports all the secondary shects for metal steel manufacturing. According
to manufacturers, the customns authority classified secondary sheets into four tvpes:
colour, galvanized, hot role, mild steel, ete. The metal manufacturers want the custom
authority to exclude the grading system and treat all the sheets as secondary.

6.3 Marketing Barriers

Acrange of marketing bartiers is confining the progress of the furniture sector. Market-
ing barrers include promotional issues, product development aspects, order menage-
menl systems, sales analyais, market research, and logistics issues, which the FGD,
KII, and survey respondents of this study indicate.

#.3.1 Problems in inbound and outbound logistics, loading and unloading

This smdy identified some problem areas around inbound logistics, loading, unload-
ing, and outbound logistics. Theyv are primarily evident at port due to the mixed-uss of
manual and semi-automated unloading and loading machines. Inbound logisiics
around the couniry are dependeni on road iransporiation., The frucks and lorries used
in this sector are serioushy suffering due to massive road construction & mainienance
arcund the country and different hidden costs associated with road transportation and
security. As per this siudy, over 80% of furniture businesses use manual labor for
unloading and loading purposes (Table 6.1 and Figure 6.4).
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Table 6.1: Problems in inbound logistics, loading and unleading

Response State | Percent |
TFacing problerms in logistics aspects | 41.5
Met facing sericus challenges in logistics aspects | 58.5
Taotal | 1.0
Soorce: Purniture Sector Study (2019)
6.3.2 Problems in Distribution

Customers order their furniture by visiting the store or phone, where most firms don®
have a product delivery tracling system. Therefore, the number of orders in terms of
volume and amount i$ not reported correctly in the book of accounts. It creates a
conflict between VAT authorities and buginess owners. Many business owners are not
interested in accurately recording sales value due to fear of VAT, Order tracking
software i not seen in any turniture manufacturing concern, irrespective of size. Third
parties provide mbound and outbound logistic services; thus, customer responsiveness
15 usually not prioritised.

Table 6.2: Consent on order management $ysiems

| Responses om order tracking cxistence Pereent
| Mot available 482

| Meutal 7.7

| Available 241

| Total 100.0

Source: Furniture Sector Study (2019)

6.3.3 Low Emphasis on Promotional Activities

Micro and small business owners are not aggressive in promoting their products, They
use personal contact and location advaniage as two primary means o promoie their
products. They do not have a separate feam io run promotional activities, Medi-
um-sized local brands are giving promotions in online and offline media and are also
keen to ger their location advantage in promoting their products. 33 % of the respond-
enis admit that they serionsly lack product promotion activities. From various FGD
and KIls, it was found that they need io exercise:

*  Coupon offers and seasonal discounis
* Direct selling

*  Advertising through social media, newspaper. and television
commercial ads

* Provide credit/collection

* Service products and provide other services
* Provide inventory/storage

*  Arrange transportation

This is primarily due to an inadequaie understanding of corrent trends, the high cost
of esiablishing large showrooms, and a lack of initiatives on integrative promotion
policy.
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The firniture manufacturers’ participation in local and international teade fairs
remaing low, Table 6.3 presents the respondents’ agreement relating 1o the problems of
promoting furniture produocts.

Tahle 6.3: Firms need to launch promotion activities

Redponss Peréont
Strongly Disagres 8.0
Dzagree 2B.0
Mewtral 8.5
| Agree 330
Strongly Agree ! L5
. Tutal 100.0

Sourge: Furniture Sector Sudy {2015}
The small and medium firms with high-cost siruciures, amounting io & percent of the
regpondenis, are sirongly reluctani io do promoiional aciivities, About 33 percent of
respondents agreed they must expand the market through promotional activifies.

Figure 6.4: Problems related to promotion
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Source: Furmitore Sector Smady (2019)
6.3.4 Absence of Sales Forecasting
Warious sales forecasting tools and lechnigues are available, but firms hardly use themn.
Owners project sales primarily based on their experiences. Thus, non-projected
production, inefficient warchousing and inventory management syslems are prevalent
in this sector. The respondents’ agreement on the sales forecasting problem is present-
ed in Table 6.4,

Table 6.4: This industry lacks proper forecasting of sales

Responzes Percemtage
Strongly Disagree 29
[nzagree 14.8
Meuiral 34.8
Anres 403
Strongly Agres 735
Total 100.0

Source: Furmiture Sector Study (2019)

About 40.3 percent and 7.3 pereent of the respondents replied that they strongly agree
on this issue and they need to improve their sales forveasting to design their work
schedules of production more accurately.
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6.3.5 Inadequate Markei Research

This siudy finds that one of the key reasons behind the non-existznce of furniture
indusiry-specific innovaiion is the lack of markei research. Even the medium and large
organizaiions do not adequaiely emphasise research and development. Most of the
Bangladeshi furniture is copied or inspired by foreign brands. The survey daia also
resernhbles this scenario in Figure §.5. 46% of the respondents agreed thar this industry
has a problem with marketing research. In addition, due to inadequate allocation of
funds, medium and large organizations are noi equipped o tesearch and design
inngvative and attractive furninure. According to the manufacturers. mainiaining an
international standard research and development team is expensive,

Figure 6.5: [nadeguate focus on market research
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Source: Furniture 3ector Study (2019)

6.3.6 Customer Management
Cugromers can be categorized in varions forms, such as:
i} Corporate and Retail

ii) Office & Household
i) Urban and Rural

This categorization was very simple in earlier days. In the past, most [urniture was in
the household furniture category. However, customer demography has greatly diversi-
fied in the recent decade. Firms are not adequately prepared to address the needs of
diverse customers. Traditional customer management practices are siill evident. Thus,
the respondenis believe that there are problems relating (o customer management in
the furniture industry (Table 6.5). Different CRM practices should be incorporated to
build a customez-friendly industiv. Customers should be involved in product design
and development stages.

Table 6.5: Problems related to cusiomer management

Responses Frequency Pereent
Strangly Digagree 22 54
Disagres : o4 23.0
Meuiral 117 BT
Agres 152 373
Strongly Agres 23 5.6
Twial 408 100.0 |

Source: Furnituze Sector Study (2019)
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About 37.3 percent of the respondents agreed that they felt the nead to segment the
market and target one or two. This essentially means taking the overall group of
customers and breaking them up into similar smaller groups. Products and marketing
activities are generally focused on rwo or more well-defined groups,

The hardwood lnmber industry provides a good example of this type of sirategy. Hard-
wood lumber comes in different grades, These different grades are marketed toward
different markei segments, Generally, higher-grade lumber goes o furniure and
cabinet manufacturers, while lower-grade lomber is used by flooring and pallet manu-
facturers,

6.3.7 Inadequaie Branding Initiatives

A brand is considered 1o be a storchouse of trust, From the customers” perspeetive, the
brand impacts setisfaction and loyally, whereas, from the manofacturer’s perspective,
it eontribules o steady sales, premium pricing, and achisving competitive advantage.
In reality, branding activities start from the ideation stage or even before. If we look at
the worlds big brands in this industry, like IKEA and Asghley, all their activities
revolve around brands, Though we can’t expect our medivm and small manufacturers
to think like global brand leaders, local brands need to congider that as the purchaging
power of people in Bangladesh has been incressing, and they prefer foreign-branded
products. Furniture s no different from that.

There iz no alternative to initiating branding activities to ensure survival. Training for
SMEs should incorporate the brunding issue to increase their awareness. Branding
does not necessarily mean vou have to spend a huge amount of money, and it is only
for the big manufacturer- this false thought process should be broken down. Every
gingle manufacturer, irrespective of its size, can underiake branding initiatives. For
example, choosmg a memorable, meaningtul. and likable name. This small congidera-
tion helps the manufacturer to kick oft the branding initiatives. Apart from this, indus-
iry associations should tzke 2 leadimg tale in malking the manufactorers understand the
value of branding and provide all sorts of support, if possible, to help them with their
branding mitiaiives. Government agencies also need to help the industry showease 1is
producis globally. High commissions in different countries could be an ambassadar
for showeasing our furniture indusiry products. If we can ereate demand for our furni-
ture brand in other parts of the warld, demand in the logal market would also boast.
This is because customers value foreign brands a lot, and when we see that our brands
are sompeting head-to-head in their market, the demand for our homegrown brand
will improve locally. Consequently, this will also improve customer satisfaciion.

6.3.8 Inadeguate Learning from Global Benchmarks: IKEA

Tkea, the world’s leading furniture manufacturer, has adopied a very effeciive and
efficient supply chain management system that ensures the quality of its products. Tt
has an integrated supply chain allowing the company 1o conirol and handle the design,
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manufacturing, warehousing, and retailing. So, it has real-time involvement in every
value-adding activity of the company. In addition, it keeps the cusiomer part of the
supply chain, contributing immensely io the botiom line, For example, customers are
liakle to pick and assemble the product, freeing up lois of resources for the compary.
Moreowver, by offering more customer invoelvemnent, the company generates more
customer satisfaction than its rivals. This is achieved in the way customers assernble
their own smart, assthetic furniture bought at IKEA stores in no time, consequently
improving their satisfaction level,

Apart from the mentioned activities, IKEA religioushy follows numerous total quality
management [TQM) principles while manufacturing its products. For example, the
company focuses on customer needs, thereby having the 'Flampack’ concept. This
concept made the produet transportation and delivery friendly, reducing waste (ruda),
an important concept of TOM. Regarding the issue of waste, IKEA has one of the most
efficient wasie recycling systems developed by any furniture manufacturing company
in the world. For egample, from unpacking the iteras, cardboard is generated, which iz
later used by IKEA as compressed conient for making tables at IKEA. These lessons
of IKEA are exemplary in the fumitore world. Companies around the world are
following them. Bangladeshi furniture manufactoring companies should also start
using the learning from such industry leaders.

6.3.9 Inadequate Learning Irom Leading Country in the Region: Vielnam

Viemam is becoming one of the most distingumshed suppliers in the world's furninre
industry. They have achieved their current position due to the long history of manufac-
turing furniture for the domestic market, The internal demand was strong engugh, and
there was a tendency for Vietnamese people to buy furniture, which evenmally fuelled
the indusiry 1o stay strong and achieve its current position. Today, Vietnam is consid-
ered one of the dynamic players operating in the world's furnimre marlket. This dynam-
ic character made it the second-largest plaver in furniture from the Asia Pacific region
and fifth in the world. In 2018, Vietnam exporied $ 8.66 billion worth of furniture,
and a significant percentags of this export was contributed by offshors manufaciorers
having their mamnufacturing facilities set up in Vietnam. In particular, Vistnam curreni-
Iy has 1300 furnitars exporters, of which 430 are inward FDI-baszd foreign manufac-
turars.

The key compeaiitive advantage of Vieinam is iig high flexibility, This flexibility has
lad the country to shifi from manufactoring owidoor furnifure to indgor furniture,
Congumer spending on indoor furniture is quite high compared 1o outdoor furniture,
This is one of the reasons Vieinam earns significant export sarnings from this secior,
The promise of this shift also encouraged the investors to have FDI in this secior and
eventually export furniture from Vieinam. The governmeant also has a pro-indusiry
mindser and policy support. The Minisiry of Agriculture and Rural Development
statzd they want to build a world-class furniture centre in Vietnam, The svolution of
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the Vietnamese fumimure indusiry and the actions taken by its siakeholders can offer
valuable lessons for furniture industey plavers and stakeholders in Bangladesh. A
coordinated action plan and a supportive mindser of the stakeholders helped Vietnam
achieve such a position in the world's furninwe indusiry. Following a similar path,
Bangladesh can also be a dominani plaver in this indostry,

6.4 Financial Constraints

The government of Bangladssh has historically placed a high priority on the SME
sector. Hence, the government is prioritizing the SME sector in various documentation
and policies, However, access to finance by SMEs has long been ideniified as a key
barrier to the growth and development of SMEs in Bangladesh, A similar picture was
evident in the furninure sector,

Maost of the urban-based furnitore business houses are dependent on zither bank
finance or personal finance, Suburban and rural business houses are gatting finance
from banks, personal sources, and NGOs. In genzral, financial institutions, while
taking loan applications from any farnimore manufacturer, ask for the following docu-
ments:

The last three years of npdated trade license

Bank siatement [or last year

Minimum iransaction of more than Tk, 10 million

Three copies of recent passpori-sized photograph

* Photocopy of National Ldentity cacd

TIM Certificate with a copy of tax return

If space was rentsd, then the photocopy of the deed, and if self-
owned, then ownership docurmenis

Last three years™ whlity bill

Lasgi year's LC/TRC/ERC (For imporr-export business only)
Sales docoment

Personal guarantor/Collateral

Bazed on the availability and suthentication of the above documents, the bank deter-
mines whether a loan applicant will be approved. Moreover, based on the customer’s
sources and amount of yearly revenue and profit, the loan officer also serutinizes the
loan determination process, There remains a standardized pereentage of profit margin
for every industry. e.g., for the clothing industry, it is 5%. Based on this margin, the
banls assess the client's eligibility and determine the probable amount of loan that can
be sanctioned to the clienl. Banks also check the previous loan history of the client, the
instalment payment report, the Credit Information Bureau (CIB) report, or the collat-
eral given by the client and the client’s market reputation. Banks are following their
general complicated loan assessment process while evaluating and sanctioning loans
for furniture manufacturers. This complex process and detailed documentation
requirements are sometimes very burdensome for miceo and small furniture manufac-
turers. The key problems in getting a bank loan are mentioned in Table 6.6
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Table 6.6: Problenas of gefting a hank loan

[—— Difficulties No. of Respondents | Percent |
Collareral 11 ! 3Z
High-Interest Rate 11 | 29
Additional Formalities 5 | 13
Lack of Knpwiedge 5 | 12
Difficulty in the instzlment peyment 2 | 05
Lezgal Documents 2 | 03
Lack of Bank Branches 1 | 03

Soures: Furniture Secior Stedy (2019}

Most business owners mentioned the burden of collateral to get a formal loan. The
loan amount 1o be sanctioned by the bank is based on an individual’s ssset value or
yearly turnover of the business. However, small and micro business units find it hard
to avail bank loans due to a shortage of cash transactions and a lack of appropriate
documentation. The value of their assets and monthly turnover are not always very
lucrative to the loan providers. In addition. the requirement of the guaranior is also a
hindrance to getting & loan. Al the same time, arranging an eligible guarantor from the
micro and small Turniture menufacturer is alzo difficult. Most of the FGD and KII
participants thus request relevant stakeholders, including the government, 1o intervene
and simplify the process for this sector

Drue to the difficulties in getting banle losms, many small fisms are tempted to get loans
from NGOz where the cost of funds is higher than that of commereial banks. Table 5.7
shows that 80 firms surveyed in this study oblained loans from MGOs, while 222 firms
borrowed from their near and dear ones.

Table 6.7: Sources of loan

Sources Number of Firms Yy of firms surveyed
Bank 123 28487
MG B0 18.77
Otheis (Family and Relatives) 223 52.54

Source: Furniture Sactor Stedy (2009)

This siudy finds that small furniture firms face financial barmers while purchasing
new machines. One basic machine generally costs from Taka 70,000 to Taka 2,00,000.
The general durability of these machines is 3-5 years. Low earning rates, diftficulties
in taking loans from banks, and higher costs of loans are maore acute for small and
medium firms. When small firms intend to buy machines in the above price range,
some of them uMimately can't afford to buy new machines. Financing is also needed
to establish showrooms, maintain warehouses, and establish factories.

Metal furniiure manufacturers are not caiegorized as SMEs. Raiher, they are treated as
general clients in the banks. They repay their loan with a 14% interest rate, which is
very high for them. Mo bank gives loans on machinery purchases for metal furniture
manufaciurers. The purchase of machinery 15 self-financed.
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Table 6.8: Percentage of loan by Source

_Percentnge of loan. Loan from Banks Loan from NGOs
up to 20 42 a0
2] to 40 34 27
4] to 50 26 18
hlore than 60 21 3

Sowrce: Furniture Sector Study (2019)
About 14 firms collect 0-20 percent of their funds from personal sources, 42 from
banks, and 30 from NGOs. Because of the high costs of bank financing, more firms
are using personal financing sources where the size of the funds is reasonably low.

6.5 Non-Financial Barriers

Inadequate technology and a lack of skilled worlkforce are also hindering this industry.
Regarding technology. Bangladesh fully depends on imports from Germany, Tialy,
China, and Taiwan, Only 3% of manufaciurers use appropriate machinery in produc-
tion, and around 43% of respondents use basic local machinery/power tools, Lack of
management skills is another prominent barrier 1o the potential growth of this sector.
About 66% of the respondenis have completed their sudy up to the 8.5.C. level and
have no formal training in business operations, They operate their business primarily
on the experience they gained through doing jobs over the years (mostly learming by
doing).

6.5.1 Geographical utility-based barrier

The underprivileged physical infrastructure is another fundamental reason for this
sector's slow growth, causing it to lag behind other industries in Bangladesh. There is
no dedicaied space for furnifure manufaciuring faciories. Business owners face
difficulties in getting plots at BSCIC. The land fees in BSCIC are also high, according
o the opinion of the furniture business owners. Unreliable eleciricity is another factor
that adversely affects the growth of this indusiry, Ouiside of Dhaka, the availability of
uninterrupied electricity is hardly ensured, The fluciuation of the eleciricity supply
disrupts the production process. The eleciricity problem is severe in the Barisal and
Rangpur districts.

6.5.2 Regulatory barrier

Based on the commercial invoice. the govermment gives 15% cash incentives on
exporis. About ten medium firms are exporting, which is insignificant in terms ol total
producers. MBR faces trouble in assessing the actual value of exports. Thus, NBE and
business people have some misunderstandings regarding implementing the cash
incentive package. NBE. imposes VAT at a rate of 7% on production and 5% on sales
revenue. Implementing VAT provisions appears 1o be one of the most contentious
iszues in the furniture industey. Misunderatanding arises in caleulation procedures,
documentation by the business people, the reluctant attitude of the coslomers, the
inclugion of micro and small finms, and the benefits of being involved in such process-
es. Only local brands and suburban showrooms are included in the VAT coverage. The
policy should also give direction for implementing and creating VAT friendly culture.
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The metal furnitore industry is treated as an indusiry-level business secior. Manufac-
turers claim that they operaie their business ai the cotiage level. They want recognition
as a“Small Steel Furnifure Cotinge Industry” One of the basic demands of the mam-
facturer is “no tax on sales if the vearly sale is less than 30 lac taka®,

6.5.3 Legal barriers

Thiz sector heavily depends on importing raw materials, accessories, parts, and
specialized furniture for the healtheare sector. Policy interventions and monitoring are
reguired to facilitate forest conservation, environmental regulation, production subsi-
dy, and low-tech machinery adoption. While referring (o the protection of intellectual
property rights, one brand furniture producer shared his experience at the Dhalea
International Trade Fair (DITF) 2018: “One of our designed beds got an enormous
response, but we know that will be a slow item™.

While interviewing the entreprensurs, this study finds that most of the firms collect
design from others and there is no concern for intellecinal property rights. Even the
medium firms are not aware of the property rights issoe.

6.5.4 Administrative barriers

Even though the furniture industry is a high-growih and high-potential sector, this
giudy Tinds almost nonexistent furniture production in BSCIC or other econommic
zones. Hence, FGD participanis nationwide have underscored the necessity of a
geparate furniture production zone, It will irprove the capacity of small and medium
firmna, The FGD and KII findings indicate that most [irms in the sub-urban and rural
areas [ace problems in registration, cerlificates from environmental authorities,
electiicity comnections, and VAT caleulations. Besides, the following institutional
barriers were also identified:

Delay in customs clearance

WAT calculation. imspection, and collectiom systems

Hidden costs in wansporation

Mo allotment of plois at specialized zone

Access to bank funding due to collateral, guarantee, long approval
time, and short repayment period.

* Lack of training institute [Akhter Furniture is developing a private
iraining instifute).

* ® ® & »

Even though the rules and regulations are all similar, it is evident from the study that
this sector is mostly dominated by the medium size big brands and they are the only
sources of product design and development. This study also finds that no separate
product design wnit is involved in reviewing existing product demand and developing
new designs. Some owners visit infernaiional fairs io get new product ideas. In some
cases, firms collect piciures from various websites and develop new producis. Due io
the lack
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of knowledge on protecting intellectual properiy rights, this industry runs in an
unorganized form, Institational sieps such as developing a separate product and design
institute and monitoring the field level for property righis might positively impact
growih in the long run, Some notable causes of market failures are huge space require-
ments for showrooms, shortage of skilled workers (acute shortage of skilled workers
in the Bamboo and Cane sector], and poor practices on intellectal property rights.
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CHAPTER 7
CONCLUSION AND ACTION PLAN

7.1 5WOT Analysis of the Furniture Indusiry

Strengths Wenlmmm
-I.u.c'.tp:nswclahm.:r Difficu'ty im acttss o financa, particnlaly by
Ieamning capscity of the workers amall frms
iembed wnukfp. = Dielay in &vailing support services fiam
] I.uw—mstpm.lucnm capacity VEnIOUS dgeniiEL

* Adsenes of e clustec w.dl sappatt and

lementary su
* Lack of heaith p%ﬁﬂ:mm
= Lack of suppart from [ ua!m1m

* Lach ni‘mfmmm ¢ bEtwian diStEiet Brd
naianal bvel dd agepciatian
=Low Lmrclufmclhlo]nyl:a.'l adoprian
+ Insufficiemt showroom facilities )
+ Lack of praper documentation in transactiaas
= Ingdequate vorsrional training facilities

Oppartunitics Thyeats

+ High growth potential in local market 8 it pependoniny i spincaen

. EH 0 IJDIJ it +H duty and VAT
ngt of commetcial market |, "Ehm;pwml'%ﬂm antharity

+ High nanspoitation cos

+ Complex cash incenrive plan

- I_mr avel labiliy of eepert workerg and

desigrers
= Low social iecognition of the wockers
Source: Furniture Sector Study (2019}

7.2 Conclusion
The furniture s2ctor is one of the high-growth and high-potential indusiries in Bangla-
desh, Among the many prospeciive indusiries in Bangladesh. the furniture secior is
considered the second most promising labor-intensive sector. This sector employs
more than 2 million people (NSDC, 2018). Even though the secior comprises five
mazjor caregories of furniture such as solid wood, procsssed wood, cane, steel & iron,
and plasiic. Domesiic supply is primarily fulfilled by solid wood and processed wood
furniiure. Tn recent vears, people have started using plastic furnifure for some specific
purpose thus, this sub-sector of furnimore ssems to be growing, This siody finds thar
the furniture sector comprises a variety of peopls from differsnt backgrounds, most of
whom have no sound asducational background. There ars vast differences in businsss
gsizz=, use of raw materials, business growih. and production facilitiss.

Different estimations are available relating to the furniture market size in Bangladesh.
However, mosi of those estimations are not comprehensive as they fail to incorporate
qualitative and quantitative perspectives. This study is the first of its kind with specif-
ic reference o the furnitare sector regarding accommodating the qualitative and quan-
titative perspectives, Accommodaiing both approaches, this siudy finds that the furni-
ture market size of Bangladesh is around BDT 25,000 crores. This research doesn’t
conduct a census as it was not feasible from a time and cost perspective. It collects data
from 426 furniture manufaciring concerns of different sizes and then projects the
marlket size from there. This may raise some concerns about the prediction; nonethe-
less, this is the comprehensive one so far. Overall, the local marker size of this indusiry
is subsiantial and growing. This siody finds that the size of furniture manufacturing
firms in terms of number of employees is growing. For example, manufaciuring firms
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employing five or fewer employees decreased from 69 percent fo 32.6 percent, This
study also finds that furniture manufactarers with showrooms have heen growing (i.e..
56.3 percent against 47.2 percent). Furniture mamufacturers are investing more capital
in their business. For example, the percentage of manufacturers investing an average
of BDXT 500000 drops from 89,2 percent to 74.4 percent, In contrast, 9.4 percent of the
manufacturers are now investing an average of BDT 1500000, which was only 2.1
percent previously, Manufactarers investing BOT 3500000 increased from a mere 2.3
percent to 7.3 percent. The income of furninie manufacturers also seems o be
increasing as this study finds that the percentage of manufacturers having an average
rnonthly income of BOT 37,5000, 75,000 increases almost twice than before, The
rnanufacturer earning less than ther drops to almost half (e, 64.1 percent 1o 34.3
percent). From the domestic demand perspective, this sector has grown significantly
over the vears,

The forniture sector has already emerged as a major export earner, with robust growth
tecorded over the last couple of vears. The global furniture market's value was USD
480.7 billion in 2017 and is expected to reach USD 654.6 billion by 2025 (Statisia,
2019). It is expected to grow at a compound arnmual growth rate (CAGR) of 5.1% from
2018 to 2025, Although furnitore exports from Bangladesh have been growing,
exports have only reached USD 74,88 million in 2019, and export volume is projected
to reach USD 100 million by 2022, The major export items are mattresses and quilts,
which share about half of the total furnitore export. These items are mainly exported
to Western European countries. the USA. China. and Malaysia. The export of solid and
processed wood fuenimre has maintained an vpward trend and contributed about 15%
of the total furniture export. Wood furnitoce iz mainly exporied 1o African countries,
the USA. Canada, India, and some Buropean countries, including Germany, Belgium,
and Turkey. This study reveals that the exporlers derand bond facilities on imported
items intended to be exported 1o the foreign market. Chair and table made from rubber
wood are gaining popularity in the world market. Bangladesh is immensely popular for
malking this rubber wood inlo sitractive fuenituee and gaining o competitive advantage.
Accoeding to Grand View Research (2019), the fusnitute macket is deiven by a numbet
of socio-economic factors, namely cising disposable income, growth of real estate and
hospitality industries, and demand for luxury and premium furniture from certain
consumer segments of the country. Rising income across all population segments is
alzo increasing the demand for standard and quality fueniture. Furthermore, increasing
government and institutional invesiment in infrastructure contributes to the demand
for residential and commercial furniture in Bangladesh,

Despile being a promising industry with high export potential, this sector 18 grappling
with numerous challenges in expanding its export market. A range of lactors, inelud-
ing high dependency on imported materials (over 50% of raw materials are imported
excepl solid wood-based furniture) and lack of strategic policy support on issues like
value-chain integration. import duty, exploration of the international market. techno
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logical upgradation, technical and vocational skills, and indusirial parks are restrain-
mg the furmiture sector from exploiing its full potential. In addition, the government
also needs to facilitate the development of feeder indusinies to accelerate the growth of
the furniture industry. Government agencies also need to investigate whether the cash
incentives provided to furniture expaorters are falling shori of helping the exporters due
to the excessive tariffs they pay for the imported raw materials.

This study finds that 1n both backward and forward value chains, much scope remains
to add maore value to the existing value chain. Thus, the exisiing value chain seems to
be somewhat disintegrated: in ather words. the value chain of the furmiture industry is
not integrated adequaiely. Thers are opporiuniiies for local firms to invest in the
backward value chain to supply Taw materials for making processed wood furniture.
Since China and Malaysia are moving to more capiral-infensive industries, Bangladesh
has an opportunity to take a greater share of the international furniture market. Thus,
future demand for materials for making processed wood furniture is expecied to rise in
the coming years. The furnifure sector also needs 1o develop strategic partnerships
with the light enginsering sector. plastic sector, and texrle sector to ensure the devel-
opment of a quality supply of tools, steel, metal, and plastic accessories, and fabrics
which are indeed needed to make furniture to meei the demand of today’s customers.
As revealed in this smudy. wood furniture manufacmrers claim that they import
light-engineering tools and accessories from China since domestic suppliers cannot
deliver high quality and wide variety of tonls.

Similarly, plastic furninwre mamufaciurers argue that they import virgin raw materials
from China without a quality supply of recycled raw maierials in the local market. All
types of chemicals required in manufacturing furniture are also imported from
overseas sources. Because of the high import dependency on required raw materials,
plastic furmiture production is costly in Bangladesh compared 1o its competing Asian
couniries. Thus, Bangladesh is not as competitive as its neighboring countries in
exporiing plastic furniture 1o the world market. The plastic sector needs to develop the
capacity to produce quality recycled materials and chemicals to meet plastic furniiure
raamifacrurers' demand. This will harness the price competitiveness of plastic furni-
ture in the international marlet.

Another key valug chaim-related friction furnitare manufacturers face, especially the
small ones, 1= the supply of techmically sound workers, designers, and machine opera-
tors. In the fismre, furmiture production will shift towards a moduelar form, which
requires a high degree of avtomation and a higher number of skilled worldforce. There-
fore, developing technizal and vocational instiutes is essential o ensure the growing
demand for non-managerial people with appropriate technological know-how, Ti is
necessary if Bangladesh wanis to create an international standard seamless value chain
in the furniture secior,
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7.3 Framework of Action Plan

The sustainable development of any indusiry requires long-term strategic actions in a
coordinated fashion across varipus agencies and stakeholders. Considering the current
stage of the furniture sector in Bangladssh, the following strategic framework is
designad for the growth and developmeant of this secior,

Figure 7.1: Strategic Framework and Action Plan for the Development of the
Furniture Sector

L T T, Sreeygthening

e Indwstry
Aggoriatim

Source: Furniture Sector Study (2019)
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B2

Componenis

of the Proposed Action Plan Lopienseinlne
Framewark il
Policy Review of Tanff Policy * Mational Board of
Fuppor *  Tariffs on impom of essential raw Revanue

materials and machimery need to be
reduced. The existing tariff structure on
the import of fawr matetials for the
furniture industey is very high, which was
reported o be 52% on average, Since the
furmnture industry heavily rehies on the
import of parts, the tarifT rate on raw
materials needs fo be reviewsd and
reduced. If the anffl rate iz reduced,
processed wood fiarniture wall grow fasier
becauss mast materials are unperied. In
thiz regard, industry associztions can
provide a 1z of priotity items for ariff
redustion, which can then be assessed with
the domestically available suppliers in the
backward stages.

* Munistry of
Industries

# Industey
Association

Accesz o Fingnce

-

Access to finance muost be eazed by
shortenifg the processing tirme amd
reduemg the dotumemts needed for loan
applications. Allocation of funds as 2
proportion of total loan disbussement by
the banks can enzure higher access to
formal financing by fusniture producers.
This pelicy can mainly tarpet arsas whers
furnsture chosters are more active. Sector-
wise, quotas can be alletted, and priority
can be grven to the firmiture sector.
Group guarantes systems ¢an e
developed instead of collatesal for the
small and micro gnisrprises that comprise
gt figmiure enfifies,

Training the owners of micro furniture
emierprisesd to use banks az a transaction
channel iz needed. Idost micro fummiture
mdusiry owners are reluctant to use banks
a5 & channel of transaction, thus banks
cannol 253428 the business value and ase
legs interested in paying loans to the
HWRELS,

Man-bank financial institutions can alss
faciltiate higher access to finance by
providing veniore capital. This study Hads
that some NEFls, such as [DLC, are
willing to make funds available for miceo
furnrtuce enterpeises. Institutional entities
such as SMEF or Bangladesh Bank can
purzne NEFI and banks by providing
puidelines and sufficient data for the
promize of the forminare sector. A separate
study can be done regarding the prospects

I Bangladesh Bank

* Commercial Banks
* Induztry
Aszordaton




Components
of the
Framework

Proposed Action Plan

Implementing
Agency

of venture capital financing in
Bangladesh's furniture sector.

*  Rural furmiture business owmers are getting
loans from variows NGOs, where i is
reperied that the rate of interest is higher
than that of banks. The Microcredit
Begulatory Authority (MBEA) and other
authorities should monitor and extend help
o miero and small enterprises to gt fumds
at a lower cost,

Seming Fumiture Industrial Pack

& A fumiture industrial park can be
extahlished where investors will be
provided with all necessary support e
establish world-class furniture plants. This
will promaote local and foreign investmeni
in the furniture sector.

Review of VAT Palicy

#  Micro amd small firms need a special or
reduced rate of VAT instead of a flat rate,
Small firms have identifed the VAT rate
as excessively high amd the entire policy as
complex. In their view, a flat rate of 15
percent VAT burdens them. Although tha
customers pay VAT in principle, small
firms cannot separately charge VAT 1o the
buyers, Maoreower, the practice of adding
WAT by the sellers in villages and towns 15
absent since they operate on a job=shop
type of production. In this case, most
sellers negatiate with the WAT collection
authority for a fixed monthly payment,
which appears to be o percentapge of
monthly sales,

& WAT calculations must be more
straight forward and transparent (software
support can help the producers and sellers
caleulate i),

*  The VAT collection provess should be
automated. Other than that, most of the
business entities remain oul of the
brackets.

®  Business owners can be used as VAT
collection partners. Thus, there should be a
collaboration and partnership between the
VAT collection awthority and furniture
business owners.

= Mational Board of
HRevenue
® Indusiry

Association

Human Resource Develapment

#  Large and medium firms need to sponsor
the apprenticeship program 1o develop
skilled workforce. They can also

» Ministry of Labor
and Employment
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B4

Components
of the
Framewark

Proposed Action Plan

Implemienting
Agency

chicourage linkage with small firms
through subcontracting, which will foster
knowledge sharing between large and
small firms.

Setting adequate training instifules across
the country to facilitate fha supply of
skilled workforce, There is a shortage of
mapower with adequate technical know-
how for & number of occupations, such as
machine operators, carpenters, designers,
lacquer operators, CNC operators, and
PLC operators (Center for Trade and
Investment, 2017),

Modemization of technical and vocational
institutes with wpdated curricula amd
mfrastructure is nesded. Technical and
vocational institutes can develop
apprenticeship programs with large firms
to ensure the workforee is supplied with
industry requirements, Besides, social
recognition of technical and vocational
cducation must be raised through media
coverage and awareness-building
activities, In this regard, successful models
and expericnces of SME development and
technical education schemes of countries
like Germany and Australia can be
considered by the relevant agencies.
Facilitating upholstery skills is nesded to
meet the future workforce demand in
preducing high-value-added leather
furniture for the export market. Presently,
there is a shorage of work force with
upholstery skills.

# Technical and
Vocational
Education Board

. Induslr}'
Association

& Training inafituies

Institutional
Lapacity
Development

Institutional capacity needs 10 be
strengthened and arranged under one ool
throughout the country 50 that
enirepreneurs can start businesses easily
and get necessary institutional services
whenever negded,

Providing one-stop service for trude
license renewal, TAX, and WAT
caleulations and payments.

Easy and faster customs clearance oa
imported items, A one-stop hond facility
for raw materials import needs to be
implemented.

Allotment or arrangement of special Zones
in BISIC for micro and small
manufacturers can be considered.

Exploring the intermational marketls by
onganizing fismiture fairg worldwide under

* Department of
Environment

# Mational Board of
Revenue

& Customs Authority




Componenis

of the Proposed Action Plan [“"T"““"“ﬂ
Framework Rency
the sponsorship of the embassy or
consulate office of Bangladesh.
*  lnroducing specialized furniture design
and development courses under the
Engincering universities like BUET,
BUTEX, and Institute of Fine Arts.
+  Establishing quality certification authority
at national level,
Upgrading Technolopical Upgradation Productivity
Indlustrial *  Supporting small firms in technology Comimission
Practices upgradation and converiing manual tasks Industry Association
to application of modem tools, Ministry of
*  Launching separate financing schemes 1o Industries
facilitate technology purchases. Banks & other
Finaneial
Institutions.
Product Development Export Proamotion
*  Training the entrepreneurs in product Bureau
design, efficient use of materials and Industry
production process, Association
*  Esiablishing design cenires across the SME Foundation
divisions of the country so that they can Ministry of
meet manufacturers’ demands. Educntion
®  Leveraging intra-industry practices to help Ministry of
firnes operating in the backward and Industries
forward chain, Universities
Marketing Industry
*  Armanging cluster showrooms amd Association
facilitating micro and small business SME Foundation
owners for establizshing showrooms under Mimistry of
ome shed. Industries

*  Developing common warehousing
arrangemenis,

#  Training small manufacturers on sales
forecasting and promotions.

*  Diversifving products by size, shape,
function, product makeup, production
process, ingredients used in the
development, ete.

Compliance

*  Certifying the work environment of the
firmes, Clear guidelines on employment
and environmental practices for
manufacturers are needed with a plan for
supporting amd integrating small firms
with employment and environmental
standdards. In order to attract 2 new
generation of workers and to explore
international markets, standard practices

Fumniture Finns
Diepartiment of
Enviromment
Ministry of
Labor and
Employnrent
Industry
Association
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Componenis

of the Praposed Action Plan st

Framework G

o emplovment, health and safety, and

environmental protection must be ensured.

Maonitoring the health and safety of

workers and compliance with labor law in

the firms.
Strengthenming Establishing linkage between notional- ®  Industry
Industry level associations and regional/district- Asgocintion
Association lewel asseciations. # SME Foundation

Industry associations should facilitate
standard practices for promoting
subcontracting and cutsourcing between
large and small firms.

Industry associations should supply
product and market information to small
and micre Arins.

Showcasing intra-industry products to
complermnent each other. For example, cane
furniture manufacturers may revive if they
get support in sheweasing products on the
shelvee of big and brand furniiure
manufacturers.

Bource: Fumnitire Sector Study (2019}
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ANNEXURES

Acnnex 1: List of FGD Participants
M. Enterprise Name Designation Dvistrict
1 Bank Asia, Rangpur, Marium SEC and Head of Barnch Ramgpur
Furnaiure
2 Fumiture Timber Mart, Allah'r Proprictors and Area In-charge | Pabna
Dan, Vaivai Furniture, Molla
Furniture, Salma Steel House, New
Khan Fumniture,
Khan Furniture, Brac Bank,
Janata Bank
3 AB Cane & Ratian Furmiture Proprictors and Sylhet
Mew Modern Cane Shop Manager
Mustakim Cane Shop
5B Fumniture
IDLC Finance LTD
Tanvir Metal
Brac Bank
IDLC Finance
Khulna Furniture
Medallion Furniiure
Unique Plus Furniture
Jalalabad Furniture
SE Fumiture
4 Bangladesh Bank General Manager Dhaka
SMEF Special Program Departiment,
SMEF SME
Brac Bank Mlanager
Brac Bank Agsistant Manager
RFL Group Head of Small Business
RFL Gioup Head of Business Suppoit aid
Mew Modern Furniture Women Entreprencur Cell
Bangladesh Bank DGM (Export)
Wood Tech Solution General Manager (Regal
Mational Board of Revenue Imperial )
Shahjalal Cane Fumiture Proprietor
Onent Furniture Deputy Director
Special Program Department,
SME
Semior Manager (Operation)
Deputy Commissioner.
Customs and VAT,
Proprictors
5 Zila Sawmill and Furniture President. Feni
Association Gueneral Secretary,
Zila Sawmill and Furmiture Adwvisor,
Associalion Wice-President
Zila Sawmill and Fumiture Proprietors,
Agsociation Officer
Zila Sawmill and Fumiture Semor Officer
Association Deputy General Manager
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Min.

Enterprise Name

Designation

District

FeniSadar Sawmill and Furniture
Association

Bonorupa Furniture

M5 Shahim Furniture Academy
Islami Bank

Islami Bank

Akib Brothers

Bhuivan Fumniture

MNoman Fumiture

M/S Hague Plastic Door

Rupali Bank

AbdullabFurniture

Bondhon Furniture

Al Akboria Engineering Works
Al Hera Steel Fumiture

Shahjalal Tsami Bank

Lab Segun Furniture

Agrini Bank

Sujon Stecl Works

khaja Cane and Foreign Fumiture

Proprietors,

Managers, Branch Manager,

Principal Officer

Mymens
ingh

Cwvijat Furniture

Bismaillah Thai Enterprise
First Security Bank

South East Bank

Mizan Engineering Workshop
Shahin Furniture

Mahfiz Furniture

Eagle Furniture

MYS Chitra Fumiture

Legend Furniture

Khatun Plastic Industries Limited

Officer and Investment In-
charge,

AVP and Head of Branch,
Proprictors and
Production Manager

Chuadan
g

IDLC Finance Limited
Rupali Bank

Sumaiva Furniture
Kathure Furniture

JF Foreign Fumiture
Fongdhunu Furniture
MYS Shahadat Furniture

Branch In-charge { Acting)
Assistant General Manager
Froprietor

Barisal
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Annex 2: FGD Checklist

FGD Checklist
| Current size of the Fumiture Industry
Large Medium Small
2. Mumber of Employees P-
W
PW-
3, Trvegtment P-
-
P
4. Tumower { yearly) P-
W-
-
5a. Growih {Annwal) 5 years_Home B-
-
P"‘il"'_
k. Grawth (Annual} § years Abroad P-
W
PW-
= Type of Types of Raw | Sowrces of raw materials
Segr Products Materials Tmport (%) | Local (%)
Plashic
Wood
Processed Wood
Cane
Tdetal

7. GDP Contribution

K. Mames of Technology Used:

9 Stages of Production Automation:

-

10k, Future Automation of Furnitire Production:

11, Value Chain Infegration:

12. Supporting Industries:

I3a. Problems of the Indestry Export/Tmport

13b. Problems of the [ndustry Finance

3¢, Problems of the Tndustry Marketing
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13d. Problems of the Industry Policy

P-
W

13e. Problems of the [ndustry

P
W

131, Problems of the Industry Innovation (fechnology +
product = preduction process)

P-
Wi-
PW-

14. Recommendations

Large Medium

Emall




Annex 3: FGD summary

FGD in Swlhet
Mutnirer of Firme Large {100+ workers) - Highest 5
Dledium (20-30 workers) — Almost 30
Small and Miero {2-10 warkers) — 50 thousand
Mietal Furniture — Argund 100
Yearly Sales Arcund BDT 3 crore
Inutial Capital 3.5 to 4 crore {With showroom)
Challenges 1. Unequal competition between small and large business
2. (s supply shonage
Recommendations I, Separate plot for furniturs at Sylhet BSCIC
2, One-Siop Service
3. Hassle-fres atlity sesvrices
4,  Effective policy and tax hobideys for infent mdustries
5.  Reduce VAT and Tax
FGI in Barisal
Murnkber of Firms Mo large fumiture shops
Mediam (20-50 workers) - Sto 7
Ermall and Micro {2-10 woekers] — 50
Yearly Sales Arpund BDT T2 crome
Initial Caprial 12 t0 13 lacs (medmm scale)
2 te 3 lac (rricrg-scale)
Challenges I, Huge space for & showroom
2, Technologically behind other citiez
Recommendalions I, Training facility for botk owners and workers
2. A warchouge in the BECIC area
3. Armenge furniture fair
4, Combined policy for the industey
3. Proper gas supply
FGD in Chuadanga

Mumber of Firms

300 solid wood fomiture {10-29 workecs)
30 lazge medal fornifure (504 workess)

Yearly Sales Appund BDT 130 crope
Initial Capital BDT 3 lac
Challenges 1. 7% Tax on production and 5% Tax on sales
2, Heavy load shading
Recommendationg I, Plotin B3CTS area
2, Combined poliey for the industey
3. Redure Tax and VAT
FGD in Mymensingh
Mugnber of Firfs 100 s0lid wood shops (10-15 workess)
135 solid shopa (5-B worers)
250 sohd wood shops {3-4 workers)
100 sieel furniture shop
Yearly 3ales BDT 36 crove (Steel}
BOT T0-80 croce (Solid wood)
Initial Capirzl BLT 20 - 30 lzc
Challenges I, T8 Tax on production and 5% Tax on sales

2, Workers are leame their interast 10 this mdwstry dug to
lower wages

3. Shortage of skilled workers

4. Unegqual businezs competition with large companies
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Becommendations 1. Pletin BSCIS ares
2. Combined pohey for the industry
3, FReduce Tax and VAT
4, ACR can be compulsory Tor all
3. Impose VAT based on business size
FGD in Feni
Murmbes of Firms 4 sawmills (average five workess) - 25% automated
300 furnitwee {average five woskosrs)
| | 2-3 Fumiture (hore than 10 workers)
| Yearly Sales Aroamd BDT 130 Corer
Initial Capital BDT 20 - 30 lac
Challenges 1. Tax poheyis not busmess-friendly
2. Excessive fommal procedure
3. Shortage of skilled worlcess
4, Unequal busmess compelition with large companiss
Becommendalions 1. Embarge on importmg Gnished fumiburs
2. Beparate loan palicy for the mdustry
3,  Bugmess-friendly policy
FGD in Rangpur
Mumber of Firms 200= 300 furniture shops
Yearly Sales Arcund 50 crore
Initial Capital BDT 15 - 20 lae
Challengas I, Higher interest rate on loan

2. Loan procedure iz a0l buginess-Thendly
3. Arute shortege of skalled workers m the Bamboo and
Cane sector

Frcommendations

1. Govt. auction should be open to zll
2. Easy bank Toan for the sector
3. Busmess-fendly policy

FGI in Pabna
Murnkes of Fions Around 200 Furnitoee shops {10-12 worcers)
2-3 Cane shops
Yearly Sales Asvund 120 erore
Initial Capital Arpund BDT 10 Tae
Challengas 1. Lack of information on Govt, tender
2. Loan procedure is not business-frendly
3. Acrute shorege of sidlled workers i the Bamboo and
Cane sector
4, Interrupteon o electricity supply
5. Unegual business competition with large firms
Eecommendations 1. Special tainme program for woskerz
2. Easzier gnd fewer formalities for bank loan for this sector
3. Rusiness-friendly policy
4, Insurance for worlers
5. A special rone for furture business




FGD in Dhaka

Murniver of Firms

1.25 lac firms all arpund in the Bangladesh

Yearly Jalag Arpund 10500 crore {Whole Market)
Total Worker Arpund 32 Tac
Challenges 1, Shertage of skilled manpower
2, There is no trauming instinetion in Bangladesh for this
induztry
These is no Iocal 2ourcing obligation for impeeters
Brcommendalions Special training program for workers

W b | e

Eagier and fewer formalities for bank loans for this sector
Business-friendly policy and proper synchronization
among policies
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Annex 4: Survey Questionnaire
Title: Survey Questionnaire on the furniture sector of Bangladesh

[CodeNo: [ [T TTT]

Diear respondent. this study is related to the fumiture sector of Bangladesh. The objec-
tive of this study is to get & comprehensive overview of this sector incloding present
scenario, future ootlook and incentives to provide to accelerate the growlh of this
geclor. We thank vou for your kind parficipation in thiz survey. Your valuable
commenis and observations will help us to recommend effective sivategies to boosl the
sector further. Your response will be uged only for research purpose.

1. Name of the intervicwse:
2. Organization nams:

3. Address:

4. Interviewes Information:

4.1 Gender: (a) Male; (b) Female
4.2 Age: (2) Below 20: (b) 20 ta 30; {c) 30 to 40; (d) 40-30; (&) above 50
4.3 Education level: {a) Primary; (b) Secondary; (C) HSC; (d) Graduate

(&) Post graduate

5.1 Year of starting the business:

Past and present scenario of the business/company

| Varinbles Past condition Present condition
§.2 Mo of Employess
5.3 Sources of rrw materigls {2} Loval (%) {a) Local (%o}
ib) Imported {%a} (b} Impetied (%)
| 54 Amount of capital
| 5.5 Sourse(s) of fund {a) Perzonal o) {a) Persomal (%a)
{b) Bank (%) (&} Banle (*3)
{c) NGO (%) (e} NGO (%)
() Others (%) [d) Others (%)

Loan peried {if any}
{3} Less than 1 year

Loan peried (if any}
[a) Lesz than 1 year

(b} L-5 years (&} 1-5 years
(¢} Moge than 5 years () Moge than 5 years
{d} Others..._..... {al} Ciihers............
5.6 Averape monthly meoms {23 25000 and less {a) 25000 and lezs

k) 25001-50000 (b} 25000 -50000
{e3 S0001-100000 () S0001- 100000
{d)Above 100000 (fpAbowe 100000

| 5.7 Tamget custome: 11 Fguzehald %) 1} Mousehald (%)
i1) Office (%a) 1} Office (%s)

5.8 BName of the Technology
vsed and number of machines

aj Bit machine

) Joint machine

¢ Randa machine
dy Cizeular machme
e} Omill machine

1} Jali machine

gl Bending machine
k) Welding machine
i) Others

a} Bit machine

by Jount machme

c) Randa maching
dj Cireular machine
) Dnlil machine

f1 Jali mackine

g) Bending maching
k) Weldmg machine
1} Others
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5.9 Do vou have showroom? {a} Yes (b Mo {a) Yes (b)Nao
5.10 Reason for choosing a} Cheap Labor 1) Cheap Labor
Manufacturmg location b} Lower space rent by Lowes space rent
¢} Production facilities ¢] Production facilities
d) Availability of raw dy Availability of raw
materials materials
e} Crthers £) Others
6, Profitmargin | (a) 5-10% | (b} 10-15% | {c) 10-20% | (d)Tvlore than 20%
7.1 Ionthly production 7.4 Monthly sales volome 7.3 Montkly net profit
BODT | Cash [ Credit:
Type of Types of Baw Sources of raw materials
el Producis materials | Import (%) | Local (%)
8.1 Solid wood
8.2 Frocessed wood
£.3 Flaztic
B4 Cane
8.5 Moetal
9.1 Shosage of capital in purchase of raw materials Agree | Disagree
4.2 Problem in warchousing Apgree | Disagres
9.3 P'roblem in inbound logistics loading and unloading Agree | Disagree
10. Problems related with labor (Please give tick mark)
Labhor | 10.1 Skill Wery lowr Lowr Medmm High Very high |
Issnes | 10.2 Cost Very low | Low Medmm High | Veryhigh
10.3 Availability Very low Low Medium High Veryhigh
10.4 Unrest Wery low | Low Mediom High | Veryhigh |
—
if:rjn";}:;g Verylow | Low | Medum | High | Very high
Segments Wasiages Disposal meihod
11.1 Solid wood Yes/Mo | (u) Recycle (b) Bumic) Cook  (d) Sell (e) Dumg
11.2 Processed wood Yes'No | (a) Becyele (B) Bura (¢) Cook  (d) Sell {e) Dump
1 1.3 Plastic YesMo | (a) BRecyele (b) Bum (c) Cook  (d) Sell {2} Dump
114 Cane YexMo | () Recycle (k) Bum (o) Cook  (d) Sedl (&) Dumgp
115 Meial Wea'Mo | (20 Recwele (b) Bom (o) Cook () Sell (&) Dump
12, Demand supply scenario (Monthly):
Trerttunee | gt | S | B | g
12.1 Sohd wood
12.2 Processed wood
12.3 Plastie
124 Cane
12.5 Metal

13. Do you own a factory? (Yes/ No) If yes. description of Factary (Spacs, location etc):
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14.2 Why do you subcontract?
14,3 Prospect of nen-
FUbCORITRCIINE oo i arer e s pa e s e S e

15. Problems with roads and Very | Low | Medium | High | Very
iransportation sysiems: low high

o Mnithly | A valiapiliiy (iiad

Installation il ghedding etc.}

THilities Per
ik usage

16.] Electricity

1.4 Alternatives to electricity
1.3 Water

164 Alternaines (o veater
16.5 Cag

1.6 Altematives to gas

17. To what extent do vou agree that your firm faces the following marketing problems

dE : “t ;gg Dgagree | Newral | Agree ﬁ:::eg:]r
17.1 Order taking 1 2 3 4 ]
17.2 Promoticn 1 2 3 4 5
17.3 Sales analtysis 1 2 3 4 5
17 4 Market regearch 1 2 3 4 5
17.5 Cugstomer i 2 3 4 5
mrAgament |

18. Please indicate the industry competition patiern from the following:

YV | Low | Medium | High Eﬁ
18.1 Eniry barsier 1 3 3 4 5
18.2 Threal of new entranis 1 2 3 4 5
18.3 Bargaining power of buyers 1 2 3 4 5
184 Bargaining power of supplier 1 2 3 4 5
18.5 Industey Fivalry 1 2 3 4 H

19. Do you have any difficulties fulfilling the requirements for getting the bank loans?
(Yes / Na) If yes, please mention it.

19.1 How much is the interest rate? ............%

19.2 Is the loan for short-term or long-term? Duration of loan.............

19.3 Further scope of financing

20. Do you have any relatives working abroad? Yes/ No?

21. Do you receive any financing from them? Yes' Mo

22. Bkill assessment of different occupations
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Crecupanions

Mumber

Types of jol Skills
required

Training
Provided

Male
emale

Jobs

Om the

Off the job
Skills shoriage
Training cemtre

(hamer

" Floor-m-
charge

Supervisor

Lead hand

Cherge hand

Helper

Worker

Others (1)

2}

23, Comparison of trained vs. Untrained employees:

Trained employees

Employees withent training

Ionthly salary

_Efficiency

Availability

24, Do you have a separate quality control unit? (Yes / Mo) If yes, how do you check?

235, Do you receive any Government assistance? (Yes / No)
25.1 Type of incentives you receive

2.
3

23.2 What Support do you expest From the governmeni?
1.

Interviewer name:

Comments:

Date:
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Annex 5: List of KII participants

SL Organidation MNamea Designation
1 Brothers Fumiture Panapmg Directos
2 Madia Fusniture Managing Directos
3 Croba Tax Offices
4 Ormega Fumniture P'roprietor
5 Banga Building Marerials Limited | Chief Operating Offices
{& gister concern of RFL)
& Skahjalal Cane Futniture Propeetor
7 Onent Furniture Proprielor
8 Prezident
Bempa Fumiture Owners Association
5 Hagil Prezident
Bangladesh Furniture (romers Association |
10 | Expost Promotion Bureau Director
Expor Promotion Bureau
1l | Wood Tech Sclution Chief Exacutive Dfficar
12 | Standard Chartered Bank Senior Business Development Cfficer
13 Bangladesh Bank Dhirector
3ME and Special Program Department
14 | Matignal Board of Revenue Fecond Jecretary
VAT
15 | Muzumare Indusieies Managing Divector

Annex 6: List of top furniture exporters

Exparted Exported Exported Exporied Exparted
Exporiers value in vilue in wvilue in valwe in value in
2014 2015 2016 7 2008
World 244181819 | 2302B013s | 232TSAR5Y | 242271495 | 259501397
Ching 931374119 DBS30E19 BT500356 EEB973113 98416904
ermmarny 18051117 16294301 16870113 17277243 L1866%92E1
Poland 122273440 11326127 12252700 13B47512 14753699
Ialy 144 16366 12826136 13024242 13715387 14564833
LISA | 1843287 11558117 11015414 10812158 L7R36LG
Iazico 66828 Q002726 10354041 10673393 10597580
Wiet Nam 3016813 5483213 SR3ATAD 6534776 F6E0T0S
Canada 404057 | 5274685 S6HT0204 5718697 SE0997)
Netherlands 4162470 | 4794512 | 4433064 | S187443 | 5637563
Caech 4351465 4266912 4949485 5349531 5654867
Republiz
Bangladesh I9E20 45096 62406 25188

Source: International Trade Statisrics

Motes: Figures relate to export under HS code-34 (Fumiture; bedding, mattredses, mattress supports, cushions
mnd sirndlar stuffed fumishings). Export walues are i the thowsands of USD. Export values are i the thousands
of USD. Bangladash iz added in the table fo compare with major exporters.
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Annex T: List of top furniture importers

Tmported | Tmported | Tmported | Tmported | Imported
Lmporiers valne in valne in value in vilwe in valne in
2014 2015 01a 2017 2018

World 221416640 | 216355E6T | 220117221 234620366 251133773
USA SSTR2E91 61163743 G315150E 67248071 T35z
Germary 21275922 19328642 20350419 20628388 21663430
France 10584557 SS09R40 10I6Z51Z 1 1(W82E7 11985610
Tlnited 11396574 11455378 L0964 L1602247 11735605
Kingdom

Canada 9214660 B735322 761298 Q260870 2337646
Japan 8234988 TEO1095 T613236 TRIZTO0 3154106
Metherlands 5478074 S66TITT HL4028 Toda014 THTISEE
Spain 4079571 A002E17 43156650 43693910 4013885
Anstrzlia 4421417 4184604 4280731 4392264 4805793
Switzeriand 4714070 434TH4T 4338191 435582 4615981
Bangladssh 74225 217388 228700 217846

Source: International Trade Stafistics

Maote: Figures relate to import under HE code-%4 {Furniture; bedding, mattresses, mattress supports, cushions
and zimilar stuffed furnishings) Import values are in thousand USD. Bangladesh 12 added in the table to
compare with major inpoes.

Annex 8: Top furniture exporting countries and their share in the world market

Countries 2014 2018
China 382 371
(Gécmany T4 72
Foland 50 5.7
Traly i e
USA 4.9 4.3
Mezicg 4.0 4.1
Viet Mam 2.1 317
Canada 2.0 22
Megherlands 1.7 22
| Czech Republic 14 pE]
Bangladesh

Sowrce; Authgre” calonlafioms based on the International Trade Center database

Annex 9: Top furniture importing countries and their share in the world market

Counitries 2014 2018
USA 25.2% 28
Fermany 0.6% 8.6%
France 4.8%, 4.8%
United Kingdom 51% 475
Canada 438 3.7
Japan 3.7% 3.2%
Metherlands 2.5% 3.2%
Spain 1.8% 2.0%
Austraha 2% 1.9%%
Swiizerland 2.1% 1.8%
Bangladesh 0.1%

Bource; Authors* calenlztions based on Intemational Trade Center databasge
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Annex 10: Export of major Furniture Items from Bangladesh under HS Code in
the year 2015-16

SL Code Details Amonnt Percontagy
I S4042000 | Sleeping bags 2530848407 247798
2| 94033000 E&E:]:n fueriture of 4 leind used in 6R5TOE4.36 14,8429
3| 94034000 Wuud.m furnmiure of 2 kind used in the 561927540 121608

kitchen
4 S404T000 | Mattress supports 2345408 49 SOTHT
5 | ¥4036010 | Microscope tables, laboratory benches, 41545
with glass cases, gas nozzles & tap 1519419.54
fittieg, of wood
6 | 4017900 | Seats with megal frames, not 22372
upholsteced 1033602.20
T S4045000 ﬂ}sks of bedding, staffed, st (exel. B10611.73 17545
B | 40386090 | Wooden furnrure, n.e.s. ofher than 12715
cabinets for pharmaceutical use & for 58745178
wash bazing
9| 94035000 | Wooden furniure of 2 kind used in the 05263
bedrag 35177118
10 [ 94037000 | Forniture of plastics F23604.79 0. 7004

Bource: Export Fromotion Bureau and Authors® caleulations

Annex 11: Export of major Furniture Items from Bangladesh under HS Code in
the vear 2016-17

SL Coide Details Ammoung Percemntage
1 4043000 | Sleaping bags 30,433,347 .34 57,8396
2 | 94019000 | Parts of seats 2,700,827.63 5.1419
3 | 940359000 | Farts of furniture, n.e.s 2557 48] 6 4 8650
4| 94041000 | Maitress supparts 249847096 | 47560
5 SO36080 | Wooden furnrture, noe.z. other than 2393 93350 45576
cabineqs for pharmaceutcal use & for
wizh baging

& | 4035000 | Weoden fucninire of 3 kind uzed in 2,378, 260087 4, 5278
the bedooms

T | 4036000 | Wooden furmulure, ne.s 15978.874.57 3.7674
B | 24080090 | Peefabricated buildings of other 1.B34 56548 36065

materials other than those of plastics,
wood, iron, alwminum or of fiberglass

9 | 94033000 | Woodan furniare of a kind used in 1,121, 700,77 2.1355

offices

10 | 94045000 | Articles of bedding, sioffed, eic (excl, 1,042.514.68 19848

mait]

Bource: Export Promotion Bureaw and Authors" calculations
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Annex 12: Export of major Furniture Items from Bangladesh under HS Code in
the vear 2017-18

SL Code Ivetails Amount Percentage |
1 94043000 | Eleeping bags 3156276905 | S0.346690
Z S40159000 | Parts of seats 11256720064 | 17544552
3 Q4039000 | Pasts of fomiture. n.e.x. 537634711 8.570537
4 94041000 | Mattrass supports 3232TR1.92 5.153439
5 24038000 | Wooden furmdturs, n.e.s. other tham 3316079

cabinets for pharmaceutical use & for | 2080795.75
wagh basing
fy 4017900 | Beats with metal frames, not . 3160405
upkolsiered 198257772
T 24035000 | Wooden fomiture of a kind vsed in 2522427
A 1582333.31
8 24033000 ::g:{::n furnuiwre of & kind wsed n 1317406.63 2,10010%
9 24035010 | Microscope tables, laboratory 2.0E4A566
benches, with glass cases, gas 130766058
nozzles & wap fitting, ofwood
10 | 54037000 | Furruture of plastcs 104620305 1667772

Source: Export Promotion Bureau and Authors” calculstions

Annex 13: Export of major Furniture [tems from Bangladesh under HS Code in
the year 2018-19

SL Code Drerails Amoant FPercentage |
1 54043000 | Sleeping bags 3283984374 46.354
2 $4019000 | Pars of scats 1687292615 23816
3 94038090 | Wooden fumiture, n.e.s. other than

cabinets for pharmacentical use & for | 729314017 10254
wash basing
4 Q400700 | Sears with rretal frames, Aot
upholstered 316183533 44563
5 Q4035000 | Wooden furnibure of 5 kind used in 2789798 80 1018
the bedropmz
iy Q4041000 | Matiress supports. 274611560 3876
T Q035010 | Microscope tables, [aboratory
benches, with glasz cases, gas 142617300 2013
nozzles & tap fitting, ofwood
3 94037000 | Furniture of plastics. 1340391.76 1.592
9 4049000 | Articles of bedding, stuffed, sic
(excl. mat) 63462593 0,806
10| 24034000 | Other electric lamps & lighting
fittings, 1.5 44g121.11 0.633

Source; Export Pramotion Bureaw and Authors” caleulations
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Annex: 14: Pictures of Machines

Bit machine Joint machine

4

Ramda machine Circular menchine

Dimill machine

e
W T

Bending machine Welding machinc
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Wisod Sand Paper Maching

Wood Grinder Machine Cut Saw Machine

Combination of Surface Planer and
Thickness Planer

Table Saw

m



Spindle Moulder

Mortiser CMNL Machine

Edge Bander

Multi Boring

Source: [aternat
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Annex 15: Case Study: A Successful Woman Entrepreneur

Mrs. Rajiva Begum, owner of “Meem Home Furniture™ located at Gulshan, Dhaka, is
a suceessful woman entrepreneur. She started her business in 2003. When she decided
to start a business, she was not financially sound and, therefore, had to sell her
endeared omaments. She started her journey with anly seven workers and with a small
showroom. Initially, she fetched furniture from other factories and sold thoge from her
showroom. After a while, she started production in her factory and expanded her
business to a relatively larger scale. About 30 workers are worlang under her direc-
tiom; she has 3 showrooms in Dhaka, She also supplies furniture in cities such as
Chattagram. Tangail, Sylhet, Mymensingh, Narayanganj. and Pabna. She has twao
factories now—One for producing Sofas only snd another for making all other furni-
ture in her showrooms.

After a lengthy discussion and repeated guestioning session, she discloged the real
reason for her to think out of the box. Tt seemed she was not interested in revealing the
reason becavse it was humiliating. She informed us that when she admitted her son to
a remowned school in Dhaka, a puardian of another student asked her, “Are you
capable of bearing this school expenditure?” Recalling that moment. she became a
thin and dewy-eyed woman. And from this incident, she decided to do something of
her owmn accord

Her first and foremost challenge was money or funding, Lack of experience was
another challenge for her. Being 8 woman and wanting to do something alons was
considered a curse. Many people frowned at her and asked, *Why are you in this
businesz? You should concentrate on your famaly.” She stood by her dream and
fulfilled the dream with the help of a range of motivators, which are outlined below:

«  Supporting husband

+  Cooperative Mother-in-law

»  Loan at a low rate of interest

«  Positive reviews from customers

+  Tmstworthy workers

+  Covering her story on SME Fair Magazine
Besides bemg a successful entrepreneur, she is an uncompromising housewife. She
fostered her two offspring in good manners. She completes all her chores by 10.00
aml. and goes to the factory to oversee her employee’s work. After spending some
time in the factory, she returns home and goes to the showroom again at noon. She
maintained her family and business simultanecusly through a reasonable work-life
balance. Mrs. Rajiva Begum is not concemned about brand shops. She stated that her
customers visit showrooms due to positive word of mouth from her old customers;
henge, brand shops are less of a concern for her. Both skilled and under-skilled work-
ers are working in her factories. Skilled workers impart craftwork to novice warkers.
She thinks that the ongeing VAT rate is okay. It is not hampering her business at all.



As every business document is updated, she can pay VAT and Tax without hassle.
According to her, winter is the peak season for selling furniture. As many marriages
take place in this season, demand for furniture increases,

On the other hand, summer can be considered the off-season of the furniture business,
However, she has no difficulty meeting the employees’ salaries, rent, and additional
costs, even in the off-season. Initially, she produced MS and 88 furniture but started
making wooden fumiture to meet customers' demands. Presently, most customers
want processed wood furniture. Solid wood furniture takes more time and money to
produce, so customers are moving away from that tvpe of furnitare. She has many
small and necessary machines such as a Cutter machine, Drill machine, and Joint
machine. She has no CNC machine, so she goes to another factory needing CNC-relat-
ed worle,

She has profound gratiode to Brac Bank Lid., which has supported her from the
teginning of her business. She mentioned that after a few days of starting her business,
she borrowed one million taka from this bank, which helped her in many ways. She
also informed that only a few davs back (when the interview took place), she
boreowed 3.5 million taka from the same bank. Now, she considers this bank as her
family member. She has two offspring. Her son studies at Bangladesh University of
Engineering and Technology (BUET), and her daughter is an 1L.5.C examinee,

Table 21 presents the push and pull factors that worked for her to become an entrepre-
neur. This may give pood inspication to other new entreprenenrs as well.

Why Entreprenenr: At a glance

Push Faclors Pull Factors
1. Neceasity of being 1. Supportive family members
economically empowered 2. Convenient loan policy for
2. Thinking for the wellbeing of WOIMEn enlreprensur
her offspring’s 3. Cooperation of bank officialz
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