Production of Furniture Theses

The Hungarian furniture acts a particular partthie processing industry. The
valuable and rich traditions, the high qualificatidevel, the remarkable

capacity built up earlier, the supply disciplinkee thigh quality development,

etc. — all these facts made the industry possiblemain on its feet, and to
resolve a nearly two decades old crisis to achieael results despite the balks
due to change of regime (change of ownership, dseren domestic demand,
loss of Eastern markets, import liberalisation).

1. Target of the Research

The basic purpose of the research is to explore the Hungarian furniture
production to ease the accession in the EEC and to maintain and initiate the
development process. Its means are: the analytical and evaluating éhtetion
of the Hungarian industry its past and presencevelk as its chances with
special regard to the expansion of the Fifteerss, to which extend and
direction they can alter the present position. Widily prepared the
advantages can better be pushed and disadvantagesated — the study says.

In this sense the investigation reveals valueserbat the past and the current
values available that made the furniture productiapable to achieve better
production and sales figures in many respects highan the average
Hungarian industrial level. Both the good resaltsl the problems have been
considered: the huge shortage of capital the spents privatisation the old
technology and the lack of expressed mutual intgremarily among wood
producers, and processors the foreign ownershipeoinland marketing chain
— all these are problems to resolve. On basis®fSWOT analysis the target
was set up to find out: what kind of possibilit@e available to deepen the
strength and to combat or tender weakness.

The awareness of the relevant policy of the Eumpeaion help receive
information how Brussels handles the furniture piaibn of the Fifteens. It is
necessary to look into the system because the athngrinciple of the
economic environmental programs will become effectjust after the
accession of Hungary (there will not be significemdratoriums in the field of
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processing industry) that will also have an effentthe domestic furniture
industry. The introduction of the production andiisg figures of the furniture
industry in the EEC and in the most important cdeatmay help govern the
local actors.

The research had in mind to draw inferences orshafsivhich the ways and
forms of development can be seized with high cetyaior the performers of
the section, the forms, co-operations, policy thelp closing up. The right
preparation grants good chances for the Hungadmnitéire not only to avoid
convulsion but on the contrary: to get in a betterrket position so that the
national sales and the exports increase consigerabl

When defining the target the main principle wasukedl on the user. It is
without saying that the producer and the tradetther employee and the
researcher all they have other interests. All eftthowever have something in
common: all they are interested in getting acqediwith the position of the
Hungarian furniture production and relating indigstr and in improvement
thereof.

2. Antecedents and applied methods

The subject of the research is the Hungarian furniture production. The issue

has a lot of aspects both from a technical econoamd culture historical

approach. The bibliography of the essay shows armarrow segment of the
wide range of the sources in the issue. A competieranalysis of the section
has not been done since mid of the eighties.

The historical antecedents of the modern furniture is short. The modern

wood process and industrial furniture productiorHimgary starts only in the
last third-quarter of the ¥9century, so this is a relative young industry i o
country. The development of the industrial produretin the Carpathian Basin
depends strongly on the political changes. Triareztuced the supply of raw
materials that resulted in the loss of the tradalomarkets, the socialism
created new proprietary circumstances by natidngliprivate undertakings
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and with its quantitative approach. And finally tbieange of regime in 1998
had a drastic effect on the industry resulting oy in the privatisation but
also leading to the loss of the Comecon marketstaurthe realignment of the
domestic trade (decrease in construction of apatsnehe vanishing of the
whole trade, import liberalisation).

Not even the future is free from policy: the expectccession in EEC will

have a definitive effect on the national produ@erd traders of furniture and as
well as on the whole (first of all wood) industry.is certain that after the

accession the whole furniture industry will agaimdargo a transformation as it
happened earlier in time of the political changdse key difference is now

however that the new process — on the contraryéoegpling events - can be
managed and still there is a short time for prepara.

The bibliography on the section has even shorter antecedents. Though
making furniture has a several thousand yearsohjisand old traditions in
Hungary the professional bibliography of the Humeyaindustrial production
is not a century old. In other countries things niid go faster, either: the first
works about to the industry in English and Frenotl &erman appeared only
in the early 19 century containing first of all technical knowtggithat can be
evaluated scientifically. In the Carpathian Basiowbver the first books
appeared half a century later, as for the moreefastountries even later. At
present there is a dual tendency: on one side thetee rich and increasing
technical literature, on the other side the few atetreasing volume of
economic literature.

The research method is diverse due to the wide spectrum of the dottoiehe
possible indirect subjects relating to the topie also investigated: the design
of an ever increasing importance in the future, dbelity, the supplier-sub-
contractor system, modern production proceedingsto-date logistics, etc.
The work started with collecting information: thational and international
literature (libraries, second-hand bookshops), altatsons with workshops of
engineering and economic education, discussions désigners, producers
and traders, trade associations, state institutiMmistry of Economy,
Hungarian Central Statistical Office etc.) furthemm information gained by
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surfing on Internet created the basis of the isAmether way of research was
necessary however— personal contact, parasocialogipproach — to get
acquainted with the black and grey economy, illegadduction, trade in

garage without billing, etc.).

Systematisation and selection followed the datéectwbn then classification
and analysis. The next step was the evaluation thed exploitation of
possibilities, suggestion how to get forward. Tlrstfviews about several
topics were argued often several times beforeitta ¥ersion got laid down in
writing and they became formulated in the papery after their revision.
These comments were quite useful because new igstiesentioned, not once
new standpoints new aspects arouse.

The process method followed flexibly the requiremeh the researcher’s
attitude towards the given subject. Therefore thapters about the early
years, the trade guild and the history are maifignayclopaedic nature. At the
same time however personal interviews and own émee helped write down
the chapters about the present situation. As ferfiture the SWOT analysis
and examples taken from Western countries madessiple to draw it up.

Also the theme was determinant whether to giveepegice to library, or to

verbal and other sources. The right separatiorhefchapters reconciled the
relative different conceptions and studying methods

3. Principal statements

The elaboration of the issue follows chronologyfteAthe introduction of the
issues comprehensive establishments and evaluatienmsade, the importance
thereof differs depending on the subject. Theses ar

1 The furniture production recovered from the effects of the
change of regime, got over the crisisand arrived at the start of a
boom. The analysis declares that the Hungarian furnitodestry
survived the spontaneous privatisation and the rgéreonomic
crisis and it shows the first signs of developmgom 1998 —
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1999. The general economic growth, including thenboof the
construction industry with the support of credit® anore
favourable terms and the increase of wages alktivaprove the
possibilities for the sales and production of theagirian furniture
industry.

2 The future of the Hungarian furniture production is to find to
some extend in the well proved projects of the EEC: the support
granted to small — and middle sized untertakings, rtegional
policy, environmental subventions, up-to-date dualegulations
and management of productions systems, innovatitivg
strengthening of R+D, clasters, innovation parkscan be treated
as a pledge of the further growth. The investigatid countries
being already EEC —members shows that the reasdhd@rowth
can be found in this direction, the proportion cige work is
decreasing.

3 According to the study the reserves of the section are high: the
technical management, the expert force is exceltbrteducation
is better than that of competition in the Easterid-NEuropean
countries and that of other Hungarian industriestHermore there
are remarkable inherited technical capacities hadpplication of
modern substances, the delivery time and the goedity create
problems less and less.

4 The analysis indicated some problems, tbbere is a lack in
functioning capital, the free flow of information, PR, marketing,
distribution, national marketing organisation, and support of
exports. There are the international distribution chainsushiture
already available in Hungary and more are expecifier
accession in the EEC. It would be advisable tobdistaHungarian
organisations till then. Ways are: the co-operatioh the
manufacturers, new production and distribution nedbgies (just
in time, franchise etc.) and state support (lobby).
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5 The study examined also the background of the section, a lot of
relating territories have to be developed. The Hungarian design is
still in an early stage, if there is no internadbmeputation the
excellent experts work in vain. The production ppartenance
and fittings is not sufficient. The modern managem@roduct
development, logistics, controlling, sub-contractermarketing
information system and environmental aspects cémtbeachieve
success. The quality control exists rather in largenpanies, but
the more serious environment protection does natk vibere
either, though it is the future.

6 The change of regime made the crafts trade possible to develop.
The demand in period furniture is growing and itsduction has
its renaissance too. The same is true for the spdreld furniture
of fewer tools. The handicraft of long traditionsdainternational
success has new chances. The new tax regulation 2603 and
the support of micro- and small sized companies stegngthen
the field.

In course of the work it turned out the Hungariamnfture production
possesses good conditions compared with other tinelsighat should by all
means used up both in the domestic and in expitstslevelopment should
have effect on the increase of the relating indesttoo (textile industry,
plastic industry) and initiate advantageous procegd (employment rate,
innovation, etc.)

4.  Thenew and recent results of the study

This issue was not investigated in the last fifteen years in Hungary in this
approach and depth. The Hungarian furniture production got into chahge
circumstances and adopted them spontaneously. flldees written with an
eye to the planned economy are of less importancegithe past period of
time. Though some fresh and comprehensive essayg abme partial fields
appeared in the meantime (e.g. a few segments eofn#ttional furniture
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distribution) and some results can be found theteelien these works miss a
comprehensive analysis.

In a basically altered situation, in a section e farniture production - the
study tried to find out how undertakings involved the market can be
supported by research work and investigations, hed the advantageous
processes keep strengthening and the disadvardegesase. A lot of new —
earlier not existing — features can be identified.

In course of the last two — three years the Huagafurniture
production has a boonThis is a new phenomenon, this section
could not show such a result since the seventies. If the furniture
production is able to keep race then it may becanseiccessful
industry by the mid of the decade and this timedag0-12 years
can be fully made up, or even more advanced.

The SWOT analysis justifies that there are esdamsarves in the
national furniture industry and part of it can heedtly utilised.
This can result not only in the growth of produntiout also the
efficacy and profit. Through innovation in the puation there is a
possibility to save costs of raw materials and lab®his futureis
the new buyer-focused, computer-managed production and
distribution.

The accession in the EEC can increase the produadiod
distribution chances of the section in case ofatlit preparation.
The export will change from the contract manufaowto the sale
of own products that requires both organisatioeatructure and
competitive background of supplier system sub-emtaor,
marketing and distributioriThe Hungarian furniture production
has not had such a chance to sell to such a big market under
such favourable circumstances since Trianon.

The characteristic feature of the new situation is that thereis no
uniformed strategy. As many firms, nearly as many solutions. The
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evil lays in the detail, which means in the redima The strategic
thinking, the knowledge of the market (competitidrends of
fashion etc.) effective production management, giraied
logistics, benchmarking, reengineering managerktha plays a
vital role.

5 The investigation justifies thahe furniture production is the
incorporated innovation. New markets (instead of Comecon
countries) new products (other requirements), neadyxctions
processes (just in time), new techniques and tdobies
(technical development) new forms of connectiomsdiation
park, technological park). It is true even then mwitee production
runs with old machines in several places, in arsedibuildings.
The innovative techniqgues may give an impulsion tte
development of the furniture production.

5. Practical useof results

The past and the current situation of the natifmatliture production and the
examples of the already EEC member countries itelioa that in case of
sufficient preparation the Hungarian manufactureese a real chance to
develop the section after accession in the EECG: stidy elaborates the world
of a complex production of furniture. In this viets too comprehensive so
that it could not be regarded as a realisation, @at with the systematisation
of the received information, and conclusions ttdald be of good help to the
directors of the furniture industry, even if it dorot do more than confirm
their thinking. Well, cui bono, cui prodest?

It is also useful fonot industrial scale. From the handicraft chamberth&o
small and middle-sized company programmes and a&e\@-operations,
strategic alliances and micro-sized undertakingsydody can make use of the
information. It can be seen which way they hashimose alone and where they
have to create a supplier- sub-contractor systewhere to join a claster.
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Technical unions, agencies can also find somethavg or others at least. The
outsider can observe the events and connexionaéutal way.

The first line of the economy management (MinigifyFinance, Ministry of
Economy) will get the whole life curve of the indiyswith critical comments.
If there will only once more Hungarian industriallipy then these background
studies are inevitable.

The second line of the economy management is mgofien, the institutions
with influence on regional development or on thentcary, should it be
advantageous bank credit or promotion, regionalpstpof export-credit
insurance. (AFB, ITD Hungary, Eximbank, etc.)

The analysis of the furniture production can also ibformative for other

industries as. Though production methods, salesniques etc. extremely
differ from each other there are a lot of terrigsriof the processing industries
facing the same problems and life curves. The apalyand advises of the
study may serve as a base to elaborate their owglgtenent program.

The practice should not mean copying. As many fiatensers the same
aspects. The corpus piece manufacturer is in andtheation than the

upholsterer, or the contract manufacturer, the rfzamwrer of own products. Is

not possible to fulfil all requirements togethedat once, it could not even be
a target. It is however important that everybodyeree useful information and

the statements of the study help them come toidecis
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