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Abstract

The doctoral thesis analyses the improvement of the profit generating competencies of the
domestic furniture manufacturing industry. It aims at envisaging a broad industrial

development perspective.

Based on the literature overview such key areas were identified, which play significant and
direct role in the value creation of the businesses. During testing of the hypothesises, the
theoretical influencing factors were confronted with the performance of the Hungarian
furniture manufacturing SMEs. Based on the results all those areas could have been identified,

where intervention is essential for industrial level progress.

Such special characters were defined, which serve as a basis for overall sectorial
development. Based on a secondary financial statement analysis it was concluded that both
from the input side of the raw materials, and from the side of the customers, there is a strong

bilateral pressure on the furniture manufacturing.

Summarizing the characteristics of the management competencies and due to the challenges
of the industry, the only way to move forward in value creation is by a complex approach of
the entire industry. It includes an overall action plan, derived from the analytical phase. The

thesis is outlining the fact-based industrial program.



1. Importance and background of the research theme

It is a national challenge to improve the performance of the Hungarian furniture
manufacturing. Ono ne hand the country has valuable wood, as natural resource, which is
providing sustainable and quality raw material. On the other hand, with the connecting

industries it represents a large share of the employment.

Currently such industries are in the focus of the national economic policy, which achieve high
added value. The labour-intensive, traditional branches suffer from the lack of preference.
Though it is a national priority to realize re-industrialization, such industries come to the for-
front like automotive, electronics, machinery, which look statistically more attractive. It goes
also in hand with the subsidy prioritisation. Therefore, following the example for the earlier
amortized textile industry, the furniture manufacturing is also among the endangered ones. It
is despite of the wood resource, the centuries-old tradition and heritage, the high quality

education. It is not what is determined after such influencers for the furniture manufacturing.

In order to make the furniture industry attractive again, the profitability and added value have
to be increased. To achieve it presence and share has to be improved in the growing segments
and markets, the added value has to be improved and the related management competencies
have to be developed. The objective of the thesis is to observe how the current players of the
furniture industry meet those above mentioned expectations and where are the intervention

needs.

It is also a focal point that the Hungarian furniture manufacturing businesses have to be
competitive in the international environment. Therefore analyses will be broadened also to the

foreign markets, and for purchasing and sales sides.



2. Defined task, hypothesis and methodology

The research field is the added value analysis of the Hungarian furniture manufacturing

enterprises.

As a first step, the development of the international market will be researched, both with
respect to volume and value changes, and also about relevant individual examples. It has

relevance for us, how the Hungarian market changed in this turbulent environment.
The secondary data analysis of the market overview is followed by the development screening

of the domestic players. Prior to that a literature overview provides input for the

methodological approach. It is represented by the following chart
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The theorerical framework set-up is followed by the added-value analysis — European
perspective how the small- and medium-sized enterprises (SMEs) perform on the level of the

European Union, than in the national environment.



Next step is the added value analysis of the Hungarian furniture manufacturing along the
value chain. It aims at to reveal how the different players contribute to the added value, and

what are the barriers for an improved performance.

Strongly related to the above analysis, financial statement analysis is followed, focusing on
operating rates. It is based on the online statistical data of the European Union, and the results

are confronted with the other research results.

The analytical phase is closed with a primary research of the management performance. With
respect to added value, the management performance has decisive importance. The theme of
the research is the observation of the Hungarian manufacturing SMES management

performance.

It is followed by testing of the hypothesis and then the summarizing conclusions.

In the closing chapter industrial recommendations are phrased, to increase the performance of

the furniture manufacturing SMEs performance.



3. Conclusions

Based on the results it can be concluded that the Hungarian manufacturing businesses have to
perform under bilateral pressure. It lead to a significant drop in the number of the industrial
businesses and loss of development financial capacity in the recent 8 years. It can also be
concluded that the management performance is strongly correlated with the added value of the
businesses, and also with respect to it, Hungarian furniture manufacturing companies have
disadvantage in comparison to other sectors and foreign competitors. This tendency resulted a

devaluation in the eye of the national economic development policy.
From this captured situation SMEs are unable to recover on their own. It is essential yet not

satisfactory to improve the management competencies, Industry-broad level of partnership is

needed to put the Hungarian furniture manufacturing back on the growing path.

Identified

problems Export - pressure Price - pressure Knowledge - gap HR - shortage
Objectives .Expor.t Brand - Innovation - Human Resource
orientation awareness focus focus
The furniture industry — having achieved its objectives - becomes a high-prestige, export-oriented branch,
realized by innovation-driven developments, in an attractive way for qualitative human resource.
Intervention Education, Research-and- Management- Inter- Brand building Political
areas training Development development nationalization and sector PR lobby



4. Scientific results of the thesis

1. thesis — there is a strong pressure on the Hungarian furniture manufacturing both with
respect to raw material purchase and due to the growing concentration of the retail sector,

even in international comparison.

In the decade following the turn of the century the firewood demand has grown by 50%,
meanwhile the industrial utilisation decreased by 15%. Along with the new biomass plants the
export demand has also contributed to the price increase, resulting in growing costs from the
input side for the furniture manufacturing. Also during this period the retail constantly
concentrated, the domestic market decreased, allowing furniture price inflation only
significantly below the average price increase. It created a double-sided squeeze for the

Hungarian furniture manufacturers, who concentrated dominantly on the domestic market.

[1]; [2]

Based on the results it can be concluded that the added value improvement of the Hungarian

furniture manufacturers is under pressure, causing challenge also on sectorial level. [3]; [4];

[5]

2. thesis — there is a strong correlation between the management performance of the SMEs
and the achieved added value. The factors which influenced the performance the most

significantly are the following:

1. innovation-orientation (patterns, investment in intellectual property rights, university
co-operation, external consultants for innovation, innovation supporting funds)

2. external pressure (innovative key competitors, innovative sector suppliers, turnover
from new markets, international competitors)

3. strategic thinking

All three areas are verifying the statements of the literature observations. The openness, the
permanent learning, the external impulses contribute to the development, meanwhile the

excellence of production has limited impact. [6]



3. thesis - based on the research results the small- and medium-sized businesses management

performance is correlated with the country of origin.

‘In many cases not only the applicability of practices but also the relevance of theories stop at
the borders’. [11]

It can be concluded from the research that the Hungarian SMEs have the weakest
performance in five cases out of the 6 observed indicators. The Hungarian producing SMEs
are exploiting the potential originating from suppliers and customers at the lowest level.

However, the weak management performance is the highest risk for the national economy. [5]

4. thesis — there is a strong correlation between the performance level of the small- and

medium-sized businesses and the economic sector

The competitive environment, the technological orientation, the internalisation of external
knowledge are essential with respect to the development of a company. [12] In those sectors,
where the previous attributes are more characteristic, they have a positive impact of the
competitiveness of the firms, assisting organisational improvement. [13] The openness of a
sector, the international character, the innovative players do contribute to the competitiveness,
resulting in more dynamic development of business management, as compared to those who

cannot absorb so much new know-how from the new markets. [14]

It has the message that the traditional production-oriented industries — which are more labour
intensive and less technology oriented — face high risk of disadvantage, or in positive term, do
have significant learning potential, by management know-how transfer. Though the risk of not
successful application of modern management technologies can lead to growing gap versus
the other industries. [6]

5. thesis — based on the research it can be concluded that the Hungarian furniture
manufacturing small- and medium-sized businesses management performance lags behind

that of the Hungarian other sectors and also of the international competitors.

The most decisive disadvantage of the Hungarian furniture manufacturing lies in the

production strategy, co-operation with universities and laboratories, in intellectual property

9



rights investment and in application of external innovation-experts. Exactly in those four
areas, where the correlation determinant showed the highest value - in case of the first
hypothesis testing — with the business performance. [6]

6. thesis — management of the Hungarian furniture manufacturing businesses lack the

adequate and sustainable answer for the business environmental challenges.

The surveyed furniture manufacturing enterprises” management had a more positive picture of
himself or herself, as the average. Meanwhile the industrial results lag behind the other
sectors’ with respect to added value, the interviewed players of the furniture industry see the
disadvantage of their situation mostly in the external environmental conditions.

It is necessary to develop the management competencies of the Hungarian furniture
manufacturing small- and medium-sized businesses. Management competency has to be

improved in the circle of the Hungarian furniture manufacturers.
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