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This European Sector Monitor is documenting the aims, activities and some main results of the INNOTrans-
project - an European network for trade unions’ and workers’ cooperation in the wood/furniture sector. IN-
NOTrans was carried out in 2007 (Nov) until 2009 (Jan). The project was co-funded by the EU Commission

(GD Employment, Social Affairs and Equal Opportunities) and it was coordinated by Arbeit und Leben Bielefeld
e.V.in very closed partnership with the German Metalworkers Federation IG Metall. INNOTrans was implemented
in close cooperation with national trade unions from five further European countries. The European Federation of
Building and Woodworkers (EFBWW) accompanied the project’s implementation actively.

The present European sector monitor wood/furniture give some basic information from the view of six European
countries. A summarized overview of INNOTrans is given at the beginning, followed by an estimation of the
status and future challenges in the EU27-furniture industry. All partner trade unions have contributed national
reports with some the sector-specific informations of the wood/furniture industry in their countries. The country-
based sector profiles in this Monitor are a reduced form of the complete reports, which are published on project-
website www.inno-trans.de. The aim of presentation at this place is to highlight the most important facts and
figures to give basic information at a glance. Sector informations are subject to constant change, but they are
able to give a good orientation about trends and developments in wood/furniture sector from a national as well
as from an European perspective.
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Preface
Dear Colleagues,

Our Future lies in a social and democratic Europe. To achieve this ambitious aim, our full engagement as trade unions
is required.

In the last months the IG Metall and Arbeit und Leben Bielefeld have made a significant participation to the way to a
common Europe according the interests of employees with the project INNOTRANS for the wood and furniture indust-

ry.

One of the central insights gained in this project is: National borders are no hindrance for cooperation. The building of
networks with other trade unions and the according company-based interest representatives within Europe is possible.

One of the important requirements for the confidential cooperation is the knowledge about the circumstances and
situations in life and labour in other countries. Therefore, the beginning of INNOTRANS consisted apart from the speci-
alities of the sector out of the exchange of information about the political, social and working systems, the organisati-
on of interest representation as well as those historical coherences.

Another important factor for our success was the establishment of a direct contact between the colleagues in the
enterprises and the founding of an internet platform to strengthen these. This direct contact was invaluable for the
project’s success.

The direct participation of these company-based experts allows us today to evaluate how our branch is situated in the
specific countries. Where the strengths and where the weaknesses lie. The exchange spun from the newest trends of
production technologies over the development of education and further training systems up to the chances of trade
unions to realise their objectives.

Apart from this exchange, it also became obvious that we are located in a field of tension between solidarity and con-
currence. We couldn't fully eliminate this field of tension, but with INNOTRANS we have faced this difficult situation. We
have opened a door to more solidarity-based activities in Europe and with this pushed back the concurrence.

In this place, we all need to have endurance. We were able to talk about the mutual problems and could come up with
considerations how we could improve the situation in each particular country. Now we want to work in the realisation
of these considerations. For this, we have developed concrete prerequisites for the companies and the politics: Dum-
ping strategies in the expense of employees in Europe must come to an end.

For the IG Metall, INNOTRANS is only the beginning of further necessary interconnections in our sectors. In cooperation

with Arbeit und Leben Bielefeld and our European Federation of Building and Woodworkers (EFBWW), we are going to
consider how we can continue and expand the exhausted project within our network.

Wolfgang Rhode

%/ﬁk

IG Metall (Executive Member of the Managing Board)
European Federation of Building and Woodworkers (President of the Standing Committee wood/forest/furniture)
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INNOTrans — European Networking and solidary representation of workers’ interests
in wood/furniture sector

By Arbeit und Leben Bielefeld e.V.

The wood/furniture industry is an important sector of European manufacturing sector. Under the conditions
of an uncontrolled and unregulated globalisation this industry is facing a permanent increase of worldwide
competition. The management in enterprises is reacting with massive restructuring programmes - often
against the social and working interests of employees. Over the past years the consequences are often the
shift of production to Eastern Europe and increasingly to outside Europe - especially to the Far East respec-
tively China, Vietnam and other Asian countries. Thousands of jobs have been lost in this industry during the
last few years.

For this reason we need a consequent strategy for strengthening the employment and good labour stan-
dards by the way of sustainable sector development and more qualitative competition against the global
mainstream. There are many ways to tap the full potential of this sector. If not a joint effort of all stakehol-
ders involved in this industry takes place very soon we have to face the danger, that an important industry
damages.

The future competition will be in the highly sophisticated products. A rapid initiative on an European scale is
needed to secure the sustainable basis for production of furniture in Europe. Modern work organisation, im-
proved social and work conditions, adequate support for research and development, increased training and
professional education of the workforce to secure an advantaged position in the internationalised market is
urgently needed.

Background of the project

Against this background of accelerated internationalisation and globalisation of markets, corporate strategies
and value chains in the wood/furniture industry in Europe and in order to defend and strengthen employee par-
ticipation, high labour standards and trade union membership in this industry, trade unions from Bulgaria, Czech
Republic, Denmark, Germany, Italy and Romania have initiated the European networking-project INNOTrans.

INNOTrans was carried out in 2007 (Nov) until 2009 (Jan). It was coordinated by the german acteurs Arbeit und
Leben Bielefeld e.V. in very closed partnership with the German Metalworkers Federation IG Metall. INNOTrans is
based on further cooperation with national trade unions from Bulgaria (FSOGSDP), the Czech Republic (OS-DLV),
Denmark (TIB), Italy (FILCA-CISL) and Romania (FSLIL). The project is also supported by the European Federation
of Building and Woodworkers (EFBWW) which is actively involved in project activities. It was co-funded by the EU
Commission (GD Employment, Social Affairs and Equal Opportunities).

INNOTrans supports the foundation of a European network as well as the union shop steward activists
in the companies for a practical and strategic exchange, to formulate common objectives and interests
and to create a solidly cooperation.

INNOTrans is an employee-oriented platform for orientation and communication, which enables the
employees to exchange sector-political information, and experiences, to cooperate with border-crossing

concepts and to actively participate in development processes in companies and the sector as a whole.

INNOTrans supports a European perspective of a trade union, sector political and company-based
interest representation for employees in the wood and furniture industry..

Arbeit und Leben Bielefeld e.V. | IG Metall



The following trade unions and companies (by their works councils and/or trade union committees) have been
directly involved in the project.

European INNOTrans - network o %
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COSTRUZONIE AFFNI CASSINA

Based on a strong cooperation and partnership this project enabled us to

= start a structured exchange of information on sector structures, different working and social standards,
conditions of employee interest representation, collective bargaining etc.
improving our knowledge on the sector by elaboration of national reports of wood/furniture sector

= carry out network-meetings, workshops and conferences about the situation and challenges from
a European perspective

= organize practical exchange about working standards and interests by participation of colleagues from
works council, shop stewards and trade unionists on company and corporate level

= prove and compare labour standards and to formulate a common vision of “decent, healthy and
well-paid work”

= launch of a continuous exchange of information and joint resources, for example by implementing a project
web-site in two basic languages (German/English) and particular
information in the origin languages of each partner
develop a common platform of ideas and demands regarding the further development of the
wood/furniture sector in Europe

Main Activities and results

Within the framework of INNOTrans, we have accomplished to improve the sector political gathering of in-
formation, to organise the cross-border information and practices and in common events (project meetings,
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workshop, conference) and to prime the transnational cooperation about company-specific and sector political
topics. Since November 2007, 130 colleagues in total participated in these events.

National reports of wood/furniture sector and working papers

All Partners involved in INNOTrans have carried out national surveys on the situation and the trends of further
development of the wood/furniture sector. These national reports have been presented at the 2nd meeting of
the European project group in March 2008 and served as the basis for the comparative European Sector Monitor.

In accordance to the project’s aims and work plan the national reports focussed on the following issues:

Basic economic data of the wood/furniture industry (turnover, employment, production output,
specialisation)

Corporate structures and profiles of main market players including foreign investors Working conditions and
social standards

Corporate cultures, industrial relations and practice of participation of employees both at the shop-floor
level and at sector level including examples of good practice

Structural change and main trends of the industry in particular with regard to international co-operation
and globalisation

Together with several working papers (comparative overview about collective bargaining agreements; synapse
to working-, social and company-standards; sector analysis about deficits and “best practice” relating to “decent
work”; SWOT-analysis about wood/furniture sector from the perspective of workforce) the national sector reports
have been regarded by the project partners as an important outcome of the project, in particular with regard to
improve the knowledge base and the dissemination of information. A detailed presentation of basic objectives,
interim-results and agreements of the INNOTrans-project is to be found on project-website www.inno-trans.de.

European Workshop “Decent Work”

The topic of “work and innovation” was the focus of the INNOTrans workshop in Rome in May 2008. 30 colle-
agues from companies and trade unions participated. Common approaches for the implementation and political
development of demands of “good work” were based on practical reports and national differences. The imple-
mentation of equal and better labour standards in Europe is a mutual interest and can be designed actively by
trade union activities. All participants shared the opinion that work and company political improvements in the
meaning of “good work” develop European location advantages in the global competition.

The relevant factors of “Good labour” to the interests of employees are:

“Healthy work” - meaning a health secure work environment through the minimalisation of accident risks,
the decrease pf psychic and physic burdens and the reduction of hazardous dangers at work

“Limited work time” - makes defined and planable working hours with appropriate phases for recovery
and regeneration

“Qualified work” through systematic further education and the access to new qualifications, which will be
needed for future employment and will improve the long-term security of jobs and locations

“Well-paid work” for ensuring living standards and social security

Final conference “Solidary representation of workers interests in the wood/furniture sector within a social
renewed Europe”

Main results and solutions of INNOTrans as well as conclusions for the further networking process were pre-
sented at a final international conference which took place on 03./04. October 2008 in Hanover (Germany). The
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conference was attended by around 60 participants. Most of them have attended in project activities on national
and company level.

The main issues addressed and discussed at the conference were:

Presentation of experiences and results of the networking process

Panel discussion about the worth of INNOTrans to support international cooperation and a second
discussion about company situation and main problems from the view of work councils

Exemplary discussion about the qualification change and workforce interests in the fields of training and
professional education

In-depth discussion of topics of common interest, in particular issues related to restructuring and corporate
strategies with disadvantaged consequences for employees

Further exchange of information as well as ideas on the role and need for further networking on European,
national and sector level

Presentation of ideas and concepts regarding sectoral networking and exchange on a European basis from
trade union perspectives

A short summary and all documents elaborated and produced in the context of the conference including a
comprehensive conference report are available on project web-site

Website implementation as a common platform for information, exchange and sectoral networking

As mentioned before, the implementation of a European web-site platform for information and exchange was
a major task and activity in the context of INNOTrans project. This website is organised bi-lingual (german/eng-
lisch) with additional information from our partner in their native language.

Main contents of the project related web-pages are:

Project description including basic aims and tasks of the networking project and trade union cooperation
Profiles and contact information of trade unions and the main responsible colleagues (national coordinators
for project implementation)

Documentation of all project meetings (standing project group, interims-workshop, final conference)
National reports with information on the general contexts of sectoral development - divided to several key
aspects (sector situation, sector statistics, innovation policy, social dialogue, company representation and
trade union policy)

Resources for news, notices, company profiles, sector information from other European countries and from
outside EU2, working papers etc.)

Links to partner organisations and interesting addresses in the frame of project

Download areas for documents and results from project

European Sector Monitor Wood/Furniture

This European sector monitor wood/furniture is one first step for information and clarification of some main facts
and developments in the frame of countries mentioned above. It is not the result of a primarily scientific project.
INNOTrans is a practical initiative of trade unions from wood/furniture sector for information and consultation
about the main challenges form the view of very specific countries in EU27.

We published this report in the languages of all six countries involved in INNOtrans as well as an additional Eng-
lish version, to allow as many colleagues as possible to use this information.

The very recent developments in the wood/furniture sector forces all trade unions in EU27 — particularly the
European Federation of building and woodworkers (EFBWW) — to continue and even to reinforce the common
efforts to find European solutions for the problems caused by globalisation and restructuring programme. Euro-
pean sector policy — from policy side as well as in companies - must be committed to respect and to protect the
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interests of workforce. It's the task of trade unions to inform and fight against the negative effects, that uncon-
trolled and unaccompanied rapid industrial change has for workers, regions and the industry itself. This Euro-
pean Sector Monitor Wood/Furniture is subject to further development. The work we have done and the sector
network we have started is a good basis for further participation and strengthening a trade union sector policy
on national and European level.

Arbeit und Leben Bielefeld e.V.

Arbeit und Leben Bielefeld is an institution of social and vocatio-
Arbeit und Leben nal further education. Our objective is to impart vocational, poli-
Bielefeld eV.DGB | VHS tical and social knowledge, especially for employees, with the aim
of support responsibility, codetermination and self-administration
and therefore to strengthen the qualified cooperation between the social partners. Our central approach
is the integration of political and vocational education; this means that the participants are not only to be
professionally qualified but also need to learn to articulate their own interests and to implement those in
their working processes as well as the social life. We are independent but regard our self as located near to
the trade unions and the objectives of the German Alliance of Unions (DGB) and its specific singular trade
unions.

For many years, Arbeit und Leben Bielefeld cooperates with the |G Metall in Frankfurt. INNOTrans is a part
of this sector-related educational cooperation for employees and shop stewards in the wood and furni-
ture industry. Our branch seminars and conferences impart sector-political basics, improve the interplant
exchange of information about trends and developments. With this, work councils and shop stewards
are equipped for the representation of the interests of employees in companies as well as the sector as a
whole.

Arbeit und Leben Bielefeld e.V. | 1G Metall 9
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European Federation .- INNOTRANS AND ITS’ FUTURE FROM A EFBWW PERSPECTIVE
a

William Van der Straeten EFBWW, Political Secretary Wood/Furniture/Forestry

In the period where the InnoTrans project was conceived, no one could have imagined that a financial and con-
sequently economic crisis would hit the global economy in the dimension we are experiencing today.

The latest reports from colleagues show that also the European woodworking and furniture industries are suffe-
ring from this international crisis, although the real consequences are varying from one subsector to another.

A sector like the wood based panels sector which is to a certain extent depending on the construction sector,
has seen its’ production decrease in a rather dramatic way. The consequence is that in a lot of companies the
usual continuous production process is no longer maintained (regular production stops during several days) and
that many companies on top of that also reduce the number of shifts.

Contrary to what one could expect, the furniture industry is still doing rather well, knowing that of course there
are differences between the individual EU Member States.

So the landscape is rather diverse and cannot lead to one single conclusion for the actual situation and for the
near future of the sector as a whole.

And although for practical reasons the InnoTrans project only regrouped activities in 7 countries and led to
practical exchange of experiences between these 7 countries, the relevance of the project has been reinforced
by the actual crisis.

But financial and economic crisis or not, it goes without saying that the InnoTrans project should be the future
motor for an intensified cooperation between countries, preferably extended to a larger number of countries as
to create a European wide platform for information, discussion and cooperation between trade unions and, not
to forget, shop stewards. One should certainly not forget the latter as they are daily on the field and confronted
with items such as innovation, wages, working conditions, consequences of globalisation, employment which
are all items affecting the working life of our membership.

The actual crisis will not stop the globalisation of the economy. At the most there will be a slow down in the
process, but the challenges from a trade union perspective for the development of the European woodworking
and furniture industry will remain : innovation, exchange on actual and to be expected trends (regular updates),
more and better jobs, discussions on themes which should be addressed by our colleagues in the companies.

One of the conclusions we have to draw from the InnoTrans project is that a broad dissemination of its' results
will be essential for the further development of the networking activities which have been started up.

In line with its’action programme, the EFBWW, together with its’ affiliated organisations, is committing itself to
contribute to this further development.
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EU Furniture Industry — Challenges in the face of restructuring and globalisation e

(from ,Globalisation report wood/furniture 2009” - presented by IG Metall and Arbeit und Leben Bielefeld)

The furniture industry of the 27 EU countries (EU27) is the largest region for production and consumption

of furniture in the world. Despite the decrease in production as well as in trade over a ten-year-period from
1996 to 2006, EU27 still has the leading position in furniture production amounted to 99.3 billion Euro worth
of in 2006 or +6,3% compared to the previous year. EU27 accounted for about 36,5% of the world furnitu-

re output (272,3 billion Euro) in 2006, but its part is decreasing (from 50% in 1998). Nevertheless the total
value of production is growing. 2006 was the third year in a row, where the production value increased again
- coming from a low point of 79,5 billion Euro in 2002. The largest part of this growth is originated in the new
EU member states. These have increased their production output in 2003-2006 by 4.1 billion Euro, which
equals more than a third of the former value.

In the following years, the global world furniture production is going to grow further. It was estimated to

be 307 billion Euro in 2008. To which amount the EU27 can profit from this development is still in the open.
EU27 manufacturers are facing harsh competition from Asian countries on global and internal markets. In so
far, the European furniture is undergoing a deep-seating structural change with long-term consequences for
the sector location in Europe.

Global Development

The accession of 12 new member states in 2004/2007 has added to the size and importance of the EU27 as the
world’s leading producer of furniture, accounting for over 36,5% of the global market. North America and Mexico
account for 29%, while Asia is catching up and is at nearly the same level (27%). The manufacturing hub is shif-
ting to Asia, and to China in particular. Outside these areas, two thirds of all South American production

(5,4 billion Euro or 1,1% from world value in 2006) is from Brazil.

Fig.1 Global furniture production 2003/2006 (in billion Euro and as share in %)

o9 m 2003 2006 m2003 2006
90,0
79,4 41,6%
74,0 36,5%
60,0
s0s 27,7% 29:2% 27,2%
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Source: CISL, World Furniture (2003/2006)

Although global production of furniture is growing rapidly, primarily due to increased demand from rapidly
developing economies in Asia and Latin America, EU furniture manufacturers are not gaining a major share of
this new growth. While overall production levels in the EU may be holding up, their relative position in the world
market is one of gradual decline. A comparison of the production in 2003 to 2006 emphasizes this: While the
production value in the EU27 increased totally from 2003 to 2006 by 10.3% (9.3 billion Euro), the relative share
decreased from 41.6% (in 2003) to 36.5% (in 2006).

Arbeit und Leben Bielefeld e.V. | IG Metall 11



Tab. 1 Global TOP-10 furniture countries (2004)

Pos. Country Production Export Import Domestic Export-rate Balance
consumption (Export./.
Import)
1 USA 45.434 2.878 18.145 60.701 6,33% -15.267
2 Italy 20.447 8.586 1.237 13.098 41,99% 7.349
3 Germany 20.062 5328 6.744 21.478 26,56% -1.416
4 China 19.430 13.350 370 6.450 68,71% 12.980
5 Japan 16.250 556 3.336 19.030 3,42% -2.780
6 United 11.688 1.114 5.555 16.129 9,53% -4.441
Kingdom
7 France 9.122 2.041 4.493 11.574 22,37% -2.452
8 Spain 8.577 1.362 1.623 8.838 15,88% -261
9 Canada 7.330 4.321 2.736 5.745 58,95% 1.585
10 Poland 4.522 3.844 613 1.291 85,01% 3.231

Source: VDM/HDH

The global trends and developments in the furniture sector in summary:

> From 2003 to 2006, the worldwide furniture production grew by roughly one quarter.

> The worldwide growth is going to continue - in 2008 up to a production value of approx. 307 billion Euro.

> Europe is the world’s leading furniture producer (+9.3 billion Euro), not at least because of the growth
of the EU

» The production in Europe grows, but it grows significantly slower (EU +10%, but in Asia +47%)

> Inregard to the production value, Europe has lost shares to other global regions, from 41.6% of the
world furniture production in 2003 to 36.5% in 2006

> The fastest growing furniture region in the world is Asia

> The global growth of production between 2003 (216.6 billion Euro) and 2006 (273.3 billion Euro) falls
mostly on Asia with 42%. The growth in the EU27 is significantly slower with only 16.7%

> Production and growth shift away from the industrial countries to the so-called new growth areas (the
share of the developing countries increases); 2007 the relation was already 64 to 36. This means:
only 64% of the global furniture production takes place in the leading industrial nations. 2003, this share
was still 77%.

> Europe stands in direct competition to Asia /China and therefore the pressure on the European
locations - in both old and new member states - is constantly growing.

> Especially in Western Europe, this has led to a partial decrease of production, closure of plants and the
relocation of production abroad and therefore the loss of employment.

EU production of furniture

The furniture production in the EU27 has increased from 87.5 billion Euro in 2002 to 99.3 billion Euro in 2006.
For the four year time span, this equals a production growth of 13.6%. The largest share of this fall s on the new
member states of 2004/2007. Those were able to significantly increase their share of the European total produc-
tion by 5.4 billion Euro from 7.9 billion (in 2002) to 13.3 billion (in 2006).

The production value increased by 68% in this four years, thanks to strong exports to the EU and to their neigh-
bouring countries. In comparison, the EU15 countries only managed a growth of much smaller 8.1% - although
based on a much higher level from the get-go. The production value increased by 6.5% (from 79.5 billion Euro in
2002 to approximately 86 billion Euro in 2006).

In 2006, Italy, Germany and Great Britain were the largest furniture producing countries accounting for al-

most 51% of EU27 production. Despite the leading position, production in Italy stagnated on a high level and
Germany'’s total share was slower than four years before. Four countries (Great Britain, France, Spain and Poland)
are following with a production value accounting for one quarter of the EU27 total. Poland is by far the largest
furniture producer among the new EU member states. But the other countries in Eastern and South-eastern
Europe, especially Hungary and Romania, are steadily growing as well.
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Tab. 2 EU27 furniture production 2002-2006 (million Euro)

Country 2002 2003 2005 2006 Change 2002 - 2004

abs. in %
Italy 20.944 20.085 19.997 20.577 -367 -1,8%
Germany 20.272 19.785 17.403 18.586 -1.686 -8,3%
United Kingdom 8.040 8.128 11.524 11.881 3.841 47,8%
France 9.180 8.620 9.058 9.012 -168 -1,8%
Spain 6.136 8.492 8.646 8.898 2.762 45,0%
Austria 2.193 2.270 2.585 2.792 599 27,3%
Denmark 2.572 2.540 2.686 2.686 114 4,4%
Netherlands 2.795 2.581 2.653 2.675 -120 -4,3%
Sweden 1.927 2113 2.332 2.488 561 29,1%
Belgium / Lux. 2.224 2.355 2.351 2419 195 8,8%
Portugal 1.234 1.260 1.321 1.290 56 4,5%
Finland 797 1.135 1.167 1.185 388 48,7%
Greece 793 828 932 1.005 212 26,7%
Ireland 400 435 452 484 84 21,0%
EU 15 total 79.507 80.627 83.107 85.978 6.471 8,1%
Poland 2.904 3.466 4974 5.546 2.642 91,0%
Czech Republic 1.478 1.500 1.620 1.691 213 14,4%
Romania 830 895 1.195 1.604 774 93,3%
Hungary 497 649 943 1.106 609 122,5%
Slowenia 747 752 923 1.101 354 47,4%
Bulgaria 147 185 291 327 180 122,4%
Other EU12 1.335 1.786 347 1.947 612 45,8%
EU12 total 7.938 9.233 10.293 13.322 5.384 67,8%
EU27 total 87.445 89.860 93.400 99.300 11.855 13,6%

Source: Annual Report HdH 2002/2003; Mébelmarkt 12/2003; Lignum Consulting, Mdrz 2008; UEA Newsletter Okt. 2007, own additions

The slowing of the production gains in some countries since 2002 are essentially related to the relocation of
production parts and company locations. Much EU production has been outsourced to other member states in
Eastern Europe, as well as to other countries, particularly in Asia. Especially the non-European outsourcings are
an important reason for the decreasing competitiveness of the European production locations.

Significant indicators for this trend are the continuous decrease of the number of production companies and
employment in the last years. This is as a main indicator of ongoing structural change and strong competitiven-
ess in this part of the European industry.

Enterprises and employment

In comparison to 2003, the number of companies shrinked from 128,000 to only 112,000 in 2006 (-12,5%). In

the EU15, there were 8.800 enterprises with more than 20 employees employing 600,000 persons in 2003. There
were also more than 94.000 enterprises with less than 20 employees (employing almost 300,000 persons). 24.800
companies also manufacture furniture in the new member states.

Employment size-class statistics are available for enterprises in 16 Member States which account for 81.6 % of
persons employed in the Manufacture of furniture in the EU-27 in 2005. The labour-force distribution in furniture
according to the enterprise size classes micro- (22.2 %), small (24.8 %), medium (26.2 %) and large (26.7 %) con-
firm the SME-character of this part of manufacturing industry.

The decrease of the number of sector enterprises also lead to lower employment numbers. In 2006, only 1.1
Million employees still worked in the European furniture industry (866.075 persons in EU15 and 214.964 persons
in the new member states). An analysis of employment shows a different structure, as Italy had the largest share
(15.1 % of the EU-27 total) among the Member States, followed by Poland and Germany with 12.0% and 11.9 %
respectively.

Since 2001, the EU27 furniture industry has continuously lost jobs: Based on conservative estimations, about

60,000 jobs were lost between 2001 and 2004. This loss of employment appears quite different in the particular
countries — the bandwidth reaches from 1.8% in Spain up to 15.4% in Germany.
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EU27 furniture market

In 2007, the EU-27’s total exports of Furniture products amounted to EUR 45.1 billion Euro, of which 26 % were
made extra-EU-27. EU manufacturers exported for 11,7 billion Euro out of the EU27 (+11,2% to 2006).

The internal EU27 market is still the most important trade region for European producers. In 2007, 74% of all
furniture exports were made within the EU intra-trade.

Total imports were worth 41.4 billion Euro, of which 31 % came from extra-EU-27. 69% (28,6 billion Euro) of EU-
27 imports came from other European countries.

Tab. 3 External Trade - Extra-EU27 Import/Export 2004 - 2007 (billion Euro / share)

Exports of furniture Imports of Balance
2007 furniture 2007

45,1 100% 41,4 100% 3,7
11,7 26% 12,8 31% =1l

33,4 74% 28,6 69% 4,8

Source: European Union, GD Enterprise and Industry (http://ec.europa.eu/enterprise/furniture/statistics.htm)

From 2000 until 2007, extra-EU-27 exports of furniture grew at an average annual rate of 3 % while imports grew
at 11 %. Thus, the extra-EU-27 trade in furniture went from a surplus of 3,3 billion Euro in 2000 to a 1,2 billion
Euro deficit in 2007.

The main partner countries for exports outside from EU in 2007 were the USA (20 % of total extra-EU-27), Swit-
zerland (16 %),Russia (12 %) and Norway (10 %). For imports, the main partners were China (47 %), Indonesia
(6 %), Viet-Nam (5 %) and Turkey (5 %).

The main contributors to EU-27 exports were Italy (31 %), Germany (18 %), France (7 %) and Sweden (7 %),

while the main importing Member States were the United Kingdom (26 %), Germany (17 %), France (10 %) and
Spain (7 %).
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Tab. 4 External Trade EU27 - TOP-10 countries for Import/Export 2004 - 2007 (million Euro)

Source: European Union, GD Enterprise and Industry (http://ec.europa.eu/enterprise/furniture/statistics.htm)

European position in the world furniture market

Europe is the world’s leading furniture market, far ahead of the United States and even of the strong countries
from Southeast Asia. The EU27 accounted for more than half of the global exports of furniture. But the EU27 fur-
niture industry is rapidly losing international competitiveness and part of its home and export markets. In 2006,
global trade with furniture were estimated at 79,2 billion Euro, and were led by the EU27 (39,9 billion Euro),
NAFTA (including USA, Canada, Mexico - 9,7 billion Euro), Asia (24,8 billion Euro) and the other world regions (4,8
billion Euro). At the global level, countries where the highest growth rates were recorded are in Asia. Global con-
sumption has increased rapidly since 2000, especially in China and India, as well as in the eastern EU countries.
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Fig. 2 Global furniture trade 2003/2006 (abs. in billion Euro and as share in %)

39,9 m2003 2006 m2003 2006

51,5%50,4%

33,4
2438
31,3%
0,
131 14,8 20,29 22,8%
27 12,2%
36 48 55% 6,1%

EU 25 NAFTA Asia Other EU 25 NAFTA Asia Other
regions regions

Source: CISL, World Furniture Outlook (2003/2006)

The EU27's share of the market depicts a similar picture as of the production shares: Even though the worldwide
trade of furniture is growing every year, is the European part of this growth declining. In comparison of 2003-
2006, the following depiction is valid: While the European share could increase from 33.4 billion Euro (in 2003) to
39.9 billion Euro in 2006, the percentile share declined in the same time from 51.5% to 50.4% in 2006. While the
EU27 is still the largest market region for furniture in the world, it tendencies to a decline. In this regard as well,
the strongest competitors come from south-eastern Asia. So the Asian furniture producers were able to increase
their share of the global market between 2003 and 2006 by approximately 68%. This was an increase from 14,8
billion Euro to 24,8 billion Euro.

The negative developments for Europe in the time between 1997 and 2006 can be summarised: The EU15 loses
15% of the market share - the new EU countries (EU12) gain 6% and the Asian-Pacific countries increase their
share in the double digits per 13%.

Summary of the global development

» The internationalisation of the economy and the interconnection of markets has increased the export
volume around the world

> Europe is the largest exporter of furniture and furniture parts around the world - but: Europe has also
lost market shares to the global concurrence. In other words: while Europe is growing, others are
growing faster.

> Further important export centres are Asia (China, Malaysia, Vietnam) but also Canada and Mexico for the
US market, as well as the new EU countries such as Poland, Romania and Czech Republic with an export

direction towards the EU-15 (60 to 80% of the production of these countries are exported to Western
Europe.

» China is the world’s largest exporter of furniture (and has replaced Italy as the number one) in many
European countries, China is today among the most important suppliers of furniture from outside of
the EU.

» On the global level, the most important import regions are the USA, Western Europe and Japan;
the most important import countries are the United States, Germany and Great Britain.

> The share of import furniture of the furniture consumption in the EU27 lies between 30 and 80% in the
different countries

» For Western European producers, the outlet market in the EU15 has become less accessible. Turnover
and consumption stagnate on a high level.

» Production, turnover and domestic consumption of furniture grow faster in Eastern and South-eastern
Europe than in the “old” EU15; in the EU27 intra trade, the new member states from Eastern and
South-eastern Europe have the highest and most constant rates of growth (for imports as well as exports).
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These changes make the for Europe important trends obvious: The international competition in the furniture in-
dustry will be tough in the future, the pressure on the locations in Europe - both for industrial development and
employment - will stay relevant in the long term and the necessity to reconstruction of the European furniture
industry will not cease. This structural change has to be focused stronger than in the past on the important areas
of qualification, quality, development, innovation and service to emphasise the already existing advantages. The
European furniture industry can only win in the competition of competences and qualities.

Sources:

1G Metall / Arbeit und Leben Bielefeld, Globalisation report wood/furniture 2009
Eurostat. Statistics in focus - 74/2008; Furniture in Europe (UEA 2004); European Union, GD Enterprise and Industry (http://ec.europa.eu/
enterprise/furniture/statistics.ntm); CISL, World Furniture Outlook (2003/2006)

Situation and perspectives of the European wood / furniture industry
(SWOT - Analysis)

Strengths

> Europe is the strongest furniture region in the world (production & usage)

» High standards for design, quality, functionality and service (worldwide requested brands and quality
products)

Highly productive sector environment (regional wood-furniture clusters, networks with suppliers,
FuE-environment)

Own raw material base and vicinity to the neighbouring (European) resource markets

International competitiveness — growth in export

Potential for research and development

Technological know-how - high standards in manufacturing technique and flexibility in production
Employee potential and qualification

Legal standards (for environment, health, technology)

European production networks and chains of distribution

v
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Weaknesses

> Lack of long term strategies — orientation on competition advantages through cost reduction
strategies in salary and working standards

> Inadequate activities in education, qualification, further training activities (new employees/
attractiveness)

> Innovative weaknesses (expenditures for FUE, product development, new materials & substances,
manufacturing technologies, energy efficient production)

» Lack of own channels for distribution and market influence of the trade (low price enforcement
potential)

> Lack of equity base — competitive weak company structures (small and micro companies — investment
weaknesses (SME’s)

> International markets esp. of SME’s are only little developed (export weakness / lack of distribution
structures /marketing)

> Little specialised research, cooperations and knowledge transfer - inner-european cooperation is
developable

> Neglect of labour innovations as quality or competition advantages

> Lack of concepts and activities for an industrial policy to protect location and employment
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Opportunities

> Strategic targeting of the companies (towards quality leadership, specialisation, niche market)

> New positioning in the global economy - access to non-European foreign markets — development of
additional marketing and distribution structures

> Systematic personnel development (transfer of knowledge, need of job training and qualification,
new requirements, prior and postal services)

> Long termed investments for basic and further education (skilled personnel, engineers, specialist
for IT/ service/ marketing)

» Stronger bonding of production and services

» Continuous improvements of products, functionality, techniques, materials and design

» Sector cooperation and networks (regional, vertical and horizontal) - specialised research -
cooperation and transfer of know-how with academies, vocational schools and research facilities

» Decent wages, equal standards and good conditions for work

Threats

» Further growing import pressure from Asia/China

> Lack of brand protection, product piracy and imitations

> Satiation of the European furniture market

> Further losses of employment through concentration (fusions, takeovers —national and transnational)
and automation

Structural changes as cutthroat competition endanger medium, small and micro enterprises
Weakening of the sector through displacement of competence and production

Loss of quality and competence through deficits of labour standards, inadequate qualifications and
aging staffs

Ongoing weakness of the inner market / lack of purchasing power

Innovation advantages (technologic & qualitative) are declining

Threat to aw material base — availability of wood, prices, concurrence industries

Neglecting of the factor “work and qualification” for progress through innovations

vYyy

vvyyvyy
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The Woodworking and Furniture Industry in Bulgaria

(from sector report for Bulgaria - presented by FSOGSDP)

The production of furniture in Bulgaria is very little compared to the european economy. Nevertheless the
Bulgarian woodworking and furniture industry continues its growth trend. The number of the employed in
2005 is constantly growing by about 7 % and amounts to about 41.500 people. According to the last stati-
stical data for 2005, 3.605 companies operate in the sector which represents an increase of about 4.6 % as
compared to 2004.

The sales in current prices amount to about 1.125 bin. BGN (1 BGN = 1,95583 €). This was an increase by

13.5 % as compared to 2004. The produced output in 2006 (preliminary data) increases by about 19 % as
compared to the previous year and amounts to 1.4 bin. BGN. The accumulated amount of the foreign invest-
ment as of 31.12.2005 is 104.6 min. USD. The export also continues its growth. In 2006 the exported produce
of the woodworking and furniture industry amounts to a total of 540 min. BGN. Practically about half of the
total output is realised abroad.

Structure of the Woodworking and Furniture Industry

In the last years, the manufacture of wood and products thereof has developed dynamically: it exhibits a faster
growth in comparison to the other industrial sectors, growing employment, a positive foreign trade balance.
The condition of the sub sector Manufacture of Wood and Products of Wood (except Furniture) is determined
to a great extent by the demand in construction and the furniture industry. The most important sectors of the
wood-processing sector are the sawmills and the wood-based pane-industry with an altogether share of more
than 60% of the total number of employees.

Bulgaria is a small EU furniture producer and mainly produces medium-range furniture. According to Eurostat,
the value of Bulgarian production could be subdivided in 2006 into dining and living 29%, furniture parts 27%;
non-upholstered 16%; bedroom furniture 12%;kitchen furniture 10% and other furniture 6%.

Fig. 1 Wood industry 2005 Fig. 2 Furniture industry 2006
(Sub sectors by share of employees) (production groups)
Other products ) . Other furniture
of wood Sawmilling and planing of Kitchen furniture 6% Dining and living

14% wood, impregnation of wood 10% ‘ 29%

Wooden container \ 39% /
e _\ / Bedroom furniture

12% ——

Builders’
carpentry and Non-upholstered
joinery Veneer sheets, 16% Furniture parts
17% plywood, laminboard 27%
23%
Source: FSOGSDP 2008 Source: CBI Market Information Database 2006

Regional Concentration of the Companies

The wood-processing and furniture enterprises are concentrated in particular regions in Bulgaria. These are: Troy-
an-Teteven, Veliko Tarnovo, Velingrad-Peshtera-Batak, Bourgas, Blagoevgrad-Razlog-Bankso, Smolyan, Chepelare
and Rousse. Most of the wood-processing enterprises are in rural areas; they contribute to ensuring employment
and stimulate the economic development of these predominantly backward regions. The territorial distribution
of the wood-processing and furniture enterprises provides the framework for the future development of clusters
in the sector. With the aid of the EU, such an initiative is being launched in Troyan.
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Tab. 1 Sector data of the wood/furniture industry in Bulgaria

Furniture 2000
Number of companies n.a.
Employees n.a.
Turnover (in Mio.€) n.a.
Export (in Mio.€) 5510]
Import (in Mio.€) 26,0
Wood-processing 2000
Number of companies n.a.
Employees n.a.
Production (in Mio.€) n.a.
Turnover (in Mio.€) n.a.
Export (in Mio.€) n.a.
Import (in Mio.€) n.a.

1€=1,95583 BGN

Source: FSOGSDP 2008

Number of Companies

2001
1.260
14.859
117,8
64,3
31,5
2001
1.799
13.595
151,5
151,5
92,4
27,6

2002
1.251
15.622
146,9
85,3
36,2
2002
1.704
14.142
179,4
179,4
99,8
31,9

2003
1.369
18.979
184,8
113,3
45,3
2003
1.868
15.831
208,8
208,8
122,5
42,7

2004 2005 2006 2007
1.521 1.608

21.687 23.458

246,0 290,7 336,5

145,9 161,8

60,3 854

2004 2005 2006 2007
1.933 1.997 44.010 44.010
17.113 18.037 17.965 18.808
2739 301,5 364,9

274,9 380,2 433,2 503,4
150,2 149,9 164,7

70,0 95,3 128,8

The number of the registered companies in the woodworking and furniture sector is constantly increasing and
in 2005 it is 3.258, the companies from the woodworking sector being 37% more than those from the furniture
sector. The total growth for the period 1997- 2004 is 26.75%, and from 2003 till 2005 it amounts to 4.1%. There
is a trend of decrease of the number of companies with less than 10 employees while the number of the com-
panies with 10-50 employees increases. The number of the big companies maintains its low level of 0.3 % in the
woodworking and 0.6 % in the furniture sectors.

Companies’size

Wood industry

2003

0-10 1.495
10-50 314
50-250 51
250 + 7
Total 1.867

Source: FSOGSDP 2008

2005
1.556
375
60

1.997

Furniture industry

2003
900
267

84
9
1.260

Employees in the Woodworking and Furniture Sectors
In the period 1997-2000 the number of the employed in the two sectors has decreased; after 2000 however
there is constant growth. According to data from the NSl in 2002 29,764 have been employed in the two sectors
and in 2005 - 41,495 which is an increase of 39.41 %. These figures include both the permanent and the seasonal

Tab. 2 Number of companies

2005 (by size and share of employees)

870
299
84
8

1.261

workers.
23.458
Furniture industry
Wood industry e
18.979
18.808
14.859 15.622 18.037 17.965
: 17.113
15.831
14.142
13.595
2001 2002 2003 2004 2005 2006 2007

Source: FSOGSDP 2008

Fig. 3 Employees in wood and furniture
industry 2001-2007
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In 2004 the employed in the two sectors represent 1.3 % of the total number of the employed people in Bulgaria
(the total work force for 2004 is 3,226,343 people, sources — NSI). For the woodworking sector the figure is 0.6%
and for the furniture sector - 0.7%. The employment level in the furniture sector is higher than that of the wood-
working sector.

Salaries

According to the data from the National Statistic Institute the average annual salary for 2005 in the woodwor-
king and furniture companies has increased by 12.6 % as compared to the previous year. The rise in the remune-
ration as compared to 2001 is about 40 %.

Change Tab. 3 Average annual salary in the wood and

Subsector 2001 2008 2001-2005 " ¢ ppjture industry by sub sectors (BGN)
Furniture

Chairs and seats 2.570 3.519 36,9%
Office equipment, excl. chairs 1.570 2.450 56,1%
Kitchen furniture, excl. chairs 1.281 2.120 65,5%
Other furniture, excl. chairs 1.758 2.382 35,5%
Manufacture of furniture 1.830 2.551 39,4%
Wood and products of wood

wood, impregnaton of wood 1:592 1o 2%
Veneer sheets, plywood, boards 3.351 4617 37,8%
Builders’ carpentry and joinery 1.393 2242 60,9%
Wooden Container 1.508 1.999 32,6%
Other products of wood 1.345 2.210 64,3%
Manufacture of wood and 1.916 2.690 40,4%

products of wood
(1,95583 BGN = 1€)

Source: FSOGSDP 2008

It can be noticed that the average income in the micro, small and middle companies from the furniture sector is
a bit higher than that in the woodworking sector. At the same time there is a big gap in the level of the average
income in the big companies from the two sectors. The salaries in big companies from the woodworking sector
are 116.55% higher than those in the furniture sector. Taking into account the fact that the number of ensured
persons with highest income is 31 % of the total number of employed in both sectors, it can be concluded that
the majority of the employed receive average to small salaries.

Production in the Woodworking Sector

Over the period 2001-2006, the manufacture of wood and products of wood industry exhibits an upwardsloping
dynamics of real value volumes of production and sales, which is faster than the one in the manufacturing in-
dustry. The average annual growth of output in the industry is 15.8 per cent. This attributes it the fourth place in
pace of development after metal products (18.6 per cent), textile (16.9 per cent) and transport vehicles (15.9 per
cent). This growth is by five percentage points faster than the growth of the manufacturing industry

(10.5 per cent).

According to preliminary NSI data the production of wood and wooden articles, excluding furniture for 2006 is
worth more than 713 min. BGN. This is 21 % higher that the output achieved in 2005. The biggest contribution

to the value of the productivity for 2006 belongs to the two activities “Manufacture of veneer sheets; plywood,
laminboard” and “Sawmilling and planing of wood, impregnation of wood". In comparison with the previous year
the highest rise in the manufacture is observed in the activity “Sawmilling and planing of wood, impregnation of
wood’; the difference being 38.6 %.

The manufacture of veneer sheets and plywood in 2005 is 139.82 % higher as compared to 2000. The increase
from 2005 to 2006 is about 12 %. The manufacture of builders’ carpentry and joinery has increased by 138.2 %
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Fig. 4 Production of wood and articles of
wood 2001-2006 (million Euro)
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Source: FSOGSDP 2008

for the period 2001-2006, the growth for the last year being 28.4 %. The manufacture of wooden containers
represents a comparatively small part of the total output of the sector — for 2006 it is 3.7%. This is the only
activity which marks a decrease of 4.8% as compared to the previous year.

Production in the Furniture Sector

In the period 2000-2006 the manufacture of furniture in Bulgarian continues to grow. In 2000 the output of
the furniture sector represents 1.2% of the total processing industry in Bulgaria. According to preliminary data
for 2006 the output in the manufacture of furniture is 240 % higher than that for 2000. The worth of furniture
production in 2006 was 658 min. BGN.

336,5 Fig. 5 Production of furniture 2001-2006

290,7 (million Euro)
246,0
184,8
146,9
117,8 I

2001 2002 2003 2004 2005 2006
Source: FSOGSDP 2008

According to information from the NSI for the period 2000-2003 the sectors shows more dynamic growth by

20 % as compared to the other industrial sectors in Bulgaria. In 2003 the sector covers 4.5 % of the production of
the processing industry in Bulgaria which is a considerable achievement for the sector. Taking into account that
the services represent about 50 % of the GDP, the increased share of the furniture sector shows that it creates a
considerable part of the aggregate sectoral product of the processing industry in Bulgaria. For the period 2000-
2003 the best represented activity is the production of bedroom suites where the output increases by 372 %.
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Productivity

Taking into account the total turnover of both sectors the productivity is rather low. The labour productivity in
the manufacturing of furniture is lower than the average at the manufacturing industry as a whole (in 2005, BGN
6.7 and BGN 9.7 thousand for 1 person employed respectively). During the period 2001-2005 productivity increa-
sed slowly by 33 per cent, whereas the average rate for the manufacturing was 46.8 on. Compared to the average
productivity rates in the EU, the manufacturing of furniture in Bulgaria is significantly falling behind. The local
productivity is almost 9 times lower than the one in EU. This is due to the high rate of manual labour performed
in the manufacturing of furniture made of wood and specialized articles with “aging technologies”.

In 2005 the cost of labour of one employee was BGN 3.6 thousand per year at an average of BGN 4.7 thousand
for the manufacturing. In this regard the branch advantage in Bulgaria compared to other EU countries is

11 times.

Although the labour productivity in the wood-processing industry increased in nominal terms by 64 per cent,

it is lower compared to the manufacturing industry as a whole. The lag behind the EU industry productivity is
almost eight-fold. According to the labour cost productivity indicator, the manufacture of wood and products
of wood in Bulgaria is lagging behind the average for the manufacturing industry in the country (in 2005, 209.9
and 214.7 per cent, respectively), but is above the indicator for the EU industry (134 per cent in 2004). According
to the labour cost productivity indicator, the Bulgarian manufacture of wood and products of wood is more
competitive compared to the same industry in the EU, which is a result of the lower labour costs per employee
(unit labour costs).

Investment and Innovation in the Sector

It can be noticed that the FDI in the sector “Production of wood and articles of wood, excluding furniture” are
considerably higher than those in the “Production of furniture”. For 2005 they represent 87.8 % of the total FDI
in the sector. The greatest share of FDI in 2005 was placed in the sub sector,Boards, veneer, plywood*, which
accounts nearly 90 per cent of the total investment in this year. Almost 60 per cent of the investments in the
branch are in machinery and equipment, as this share is higher in 2004 when many new enterprises were
opened in the branch.

91.908 2001 2003 2005 Fig. 6 FDIin the wood-furniture sector
(million USD)
55.791
17.424
12.696
7.380  6.790
Wood industry Furniture industry

Source: FSOGSDP 2008

The Bulgarian companies have low innovation culture. Most often they associate innovation with new techno-
logies and do not pay enough attention to the process innovation. A big part of the Bulgarian companies from
the woodworking and furniture sectors are competitive at the market due to the still low prime cost of the end
product. They are not yet pressed economically to invest in innovation as a main means for increasing their
competitiveness. However, with the decrease of the importance of the low labour expenses they will have to face
innovation and improve the efficiency of the internal company processes so as to maintain their competitive
advantages.

Foreign Trade Relations: Export of Articles of Wood

The export wood and articles of wood is characterised by a constant growth during the last years. Quantitatively
the growth for the period 2001-2006 amounts to 78 %. Compared to the total export of the country the share of
this sector is 1.59 %. In 2006, the foreign trade balance was positive, but with a trend to decrease. In the reviewed
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period the wood-processing sub sector exported greater quantities than the furniture one. At the same time,
the revenues in the furniture sector are greater than in the wood-processing one, which affirms the advantages
of the products with a higher level of processing. Over 1/3 of exports is accounted for by unprocessed timber,
which has a smaller degree of value added and much lower prices.

165
Export i i i
p 150 150 Fig. 7 Export/Import in wood industry
2001-2006 (million Euro)
Import
129
123
o 100 95
70
43
o8 32
2001 2002 2003 2004 2005 2006

Source: FSOGSDP 2008

Greece is the leading exporting country in the woodworking sector for the period 2003-2005. In 2005 we can
notice decreasing exports to Italy, France, Germany and USA. On the other hand there are growing exports to
the neighbouring countries like Greece, Turkey and Romania. This may be an indicator, that the position and

even the economical orientation of the Bulgarian wood sector within the European south-east region will get

stronger.

Import of Articles of Wood

Over the period 2001-2006, the imports of wood increased. The total value of imported wood and products of
wood reached 129 million Euro in 2006. The share of imports of this sector to the total imports of the country is

0.64 per cent for 2005.

Tab. 4 TOP 10-countries for Export / Import of wood and articles of wood (7.000 Euro)

Export
(Ranking in 2005 according to the value)

Country 2003 2005

(1.000€)  (1.000 €)
Greece 21.510 23.992
Turkey 12.033 18.729
Italy 17.533 12.257
Macedonia 9.480 7.586
Romania 1.231 1.565
France 1.273 847
Germany 1.324 798
Great Britain 445 599
Austria 289 356
USA 501 299
TOP 10 65.620 67.028
Other countries 56.880 82.872
Total 122.500  149.900

Source: FSOGSDP 2008
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Change
2005/2003

(%)
11,5%
55,6%

-30,1%
-20,0%
27,1%
-33,5%
-39,7%
34,4%
23,4%
-40,3%
2,1%
45,7%
22,4%

Share
(2005)

(%)
29,0%
22,6%
14,8%

9,2%
1,9%
1,0%
1,0%
0,7%
0,4%
0,4%
80,9%
100,0%
180,9%

Import

(Ranking in 2005 according to the value)

Country 2003 2005 ooc;;;ggg égg;‘;

(1.000€)  (1.000 €) (%) (%)
Germany 13.043 18.277 40,1% 82,7%
China 3.315 9.818 196,2% 44,4%
Austria 5.244 8.733 66,5% 39,5%
Romania 5.525 7.672 38,9% 34,7%
Poland 6.532 6.802 4,1% 30,8%
Turkey 4.840 6.705 38,5% 30,3%
Greece 4.819 4.584 -4,9% 20,7%
Italy 3.797 3.708 -2,3% 16,8%
Czech Republic 3.076 3.609 17,3% 16,3%
Switzerland 3.283 3.302 0,6% 14,9%
TOP 10 53.474 73.210 36,9% 331,4%
Other countries 16.534 22.094 33,6%  100,0%
Total 70.008 95.304 36,1% 431,4%
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It should be noted however that while quantitatively the growth is by 108 %, the rise of the prices of the impor-
ted materials amounts to 286 %. In the total value of imports, the share of wooden particles plates is the biggest.
The major importers in Bulgaria are Germany, China, Austria, Romania, Poland and Turkey. The greatest increase
was marked by the imports from China. As compared to 2004 the import from these countries is 32 % higher.
The biggest increase is observed in the import from China - 3 times higher, Austria — 67 % and Germany - 40%.

Over the period 2001-2006, the imports of wood increased. The total value of imported wood and products of
wood reached 129 million Euro in 2006. The share of imports of this sector to the total imports of the country

is 0.64 per cent for 2005. It should be noted however that while quantitatively the growth is by 108 %, the rise

of the prices of the imported materials amounts to 286 %. In the total value of imports, the share of wooden
particles plates is the biggest. The major importers in Bulgaria are Germany, China, Austria, Romania, Poland and
Turkey. The greatest increase was marked by the imports from China. As compared to 2004 the import from
these countries is 32 % higher. The biggest increase is observed in the import from China - 3 times higher,
Austria — 67 % and Germany — 40%.
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Export Fig. 8 Export/Import in furniture industry
e 2001-2006 (million Euro)
Import
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Source: FSOGSDP 2008

Export of furniture

The export of furniture shows a stable growth trend in terms of quantities and revenue during the last few years
and represents significant share in the industrial export. It represents 1.71 % of the country’s total. Nearly 40 per
cent of the output in the manufacturing of furniture is sold at the foreign market. The manufacturing of furnitu-
re is characterized by a positive balance of trade.

The main markets for realization of Bulgarian furniture are within the EU. Among other countries, USA is one of
the leading markets. The biggest export of the furniture sector has been realised to the following countries:
2003 - USA, Great Britain and Germany; 2005 — USA, Great Britain and Italy.

According to data from the NSI the most important export markets for different pieces of furniture are:

chairs and seats - USA, Germany and Great Britain; office and commercial furniture, chairs excluded - Greece,
Cyprus and Germany; kitchen furniture, chairs excluded - Greece, Great Britain and Germany; other furniture -
Great Britain, Italy, France and Germany.

Import of Furniture

The growing trend in the import of furniture is also maintained. Its share in the total import of the country for
2005 is 0.58 %. The dynamic industrial, office and civil construction pre-defined the increase in the import of
furniture in 2005 by 2.7 times compared to 2001. The major share in the import structure (about 65 per cent) has
the group called Other Furniture and parts of it. In 2005 almost 75 % of the import of furniture comes from five
countries: Italy, Poland, Germany, Turkey and China. The increase of their import in 2005 compared to 2004 was
47 per cent, where the biggest increase is in the import from China — by 120 per cent and Germany — by 80 per
cent.
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Tab. 5 Furniture industry: TOP 10-countries for Export / Import (1.000 Euro)

Export Import
(Ranking in 2005 according to the value) (Ranking in 2005 according to the value)
Country 2003 2005 Zoocs'};ggg (igg';e) Country 2003 2005 oocst;;ggg (gggrse)
(1.000€)  (1.000 €) (%) (%) (1.000 €) (1.000 €) (%) (%)
USA 17.046 20.234 18,7% 12,5% Italy 16.474 20.444 241%  24,0%
Great Britain 18.138 18.371 1,3% 11,4% Poland 12.197 18.033 47,8%  21,1%
Italy 9.235 17.495 89,4%  10,8% Germany 6.620 12.029 81,7% 141%
Germany 13.493 16.564 22,8% 10,2% Turkey 6.364 8.944 40,5% 10,5%
France 8.518 14.400 69,1% 8,9% China 2.218 4.844 118,4% 5,7%
Greece 8.246 10.489 27.2% 6,5% Greece 3.262 3.707 13,6% 4,3%
Sweden 2.933 6.966 137,5% 4,3% Romania 1.920 2.752 43,3% 3,2%
Belgium 994 5.040 407,1% 3,1% Czech Republic 1.370 1.654 20,7% 1,9%
Austria 4.425 4.660 5,3% 2,9% Austria 1.644 1.362 -17,2% 1,6%
Netherlands 4.560 3.465 -24,0% 2,1% Spain 1.673 1.314 -21,5% 1,5%
TOP 10 87.588 117.685 34,4% 72,7% TOP 10 53.742 75.083 39,7%  88,0%
Other Countries 25.619 44115 72,2% 27,3% Other Countries 6.590 10.266 55,8% 12,0%
Total 113.207  161.800 42,9% 100,0% Total 60.332  85.349 41,5% 100,0%

Source: FSOGSDP 2008

The import from the other countries with a share of less than 1.54 % amounts to 10.3 million Euro or 12 %
of the total import. The import from the other countries has increased by 3.7 million Euro or 56 % which
shows the geographic expansion of the import of furniture.

Main Developments, Problems, Trends according to the companies

Results from the Barometer 2007
The survey was carried out in September 2007 among the member companies of the Branch Chamber based on a close question inquiry.
250 companies from the sectors were invited to take part, which however, despite their small number, produce 80 % of the total output of

the sector.

= The growth trend in the sector is sustained in 2007. More than one third or the inquired companies
expect increase of the turnover for the current year between 5 and 15 %. Almost 10 % expect increase
of even more than 15 %. 1/3 declare that no change has been observed and only 7 % presume they
will experience shrinkage of the turnover.

= The productivity of the sector, measured according to the indicator turnover per worker continues
increasing, although it is still far below the average one in international aspect. About 20 % of the
companies report growth in the productivity in 2006 by more than 15 % although the data are
common for the woodworking and furniture sector. More than 40 % of the companies expect
improvement of the correlation turnover per worker by 5 to 15 %.

= The investment pace decreases for 2007 as compared to 2006. Most likely this is due to the expected
opportunities to be provided by the Operational Programmes since many of the companies explore
the possibilities of co-financing their investment with the use of the structural funds. While in 2006 still
1/3 of the inquired companies plan investment of more than 250,000 BGN, for 2007 there is no
company which plans investment of such amount. About 20 % do not plan investment at the moment.
About 1/3 intend to invest up to 50,000 BGN while another 18 % - between 50 and 100 thousand BGN.

= With regard to the ISO Certification there are no big changes in 2006/2007. As of September 2007
39 companies from the sector have been ISO 9000-certified. According to the inquiry about 1/3 plan
certification under this standard for the period 2007/2008.
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= The salary of an employed person from the woodworking and furniture sector for 2005 is 2.620 BGN
annually on the average (about 220 BGN per month). According to the survey however the level of the
salaries is considerably higher. More than half of the responded companies (64 %) pay between 400
and 800 BGN on the average per month. 36 % pay up to 400 BGN per month. The middle management
receive between 750 and 1.000 BGN per month in about 1/3 of the companies. 20 % of the inquired
share that the salaries at the top management level amount to 1.200 — 1.600 BGN per month.

Challenges for trade union policy in the future

A survey of the Federation shows:

More than 50 % of the employers do not carry out training of the staff;

More than 56 % do not have plans for HRD;

More than 80 % of the companies from the sector are not certified under ISO 9001;

There is lack of certification of the forests;

More than 63 % of the employers lack salary policy;

In more than 70 % of the companies no investment is made in the labour safety and health;
More than 50 % of the employers break the labour legislation in a various degree.

VVyVYVYVYYVYY

Protection and development of employment

In 2001 the unemployment in the country was a mass event and the employment was very low. The situation
changed gradually as a result of the reforms and the economic growth. Due to the low level of remuneration
and the bad labour conditions the bigger part of the working places remained unoccupied. The significant
difference in the remuneration of the waged labour in the other EU member states can lead to emigrant
wave.

The main conclusions about the employment policy in the woodworking and furniture sectors are:

» Severe underestimation of the labour remuneration;

> Lack of investment in qualification and vocational training;
» Lack of HRD policy;

» Non-creation of attractive and safe labour environment;

Our efforts as syndicates are directed to:

» Participation in the development of Bulgaria’s migration policy which should include effective
stimuli for retaining the professionals;

» Achieving merited labour remuneration in the woodworking and furniture sectors;

» Insistence on controlling functions of the syndicates related to the adherence to the labour legislation
on safety and health labour conditions;

» Maximum utilisation of the opportunities of the collective labour contracting for increasing the level
and quality of the employment of the waged workers;

» Cooperation for the development and application of flexible employment models;

» Support for the setting up of a system for the needs of staff in the two sectors.

® 61 % of the responded companies claim that they have a HR development plan. The actual situation
however with regard to the training and education is different. The investment in training and qualification
of the workers remains relatively low. 1/3 of all the companies rarely carry out training at all levels — workers,
middle and top management. Only 7 % carry out regular training of their staff, the top and middle manage-
ment being involved more often in training. 25 % of the inquired do not organise training.
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= No changes can be observed in the utilisation of the production capacity in 2007 either. While in 2006 38 %
have used more than 70 % of their capacity, at present only 25 % do so. More than half of the inquired
declare less than 70 % utilisation of their capacity. Since the volume of the output has increased as a whole
the decrease in the capacity utilisation can be explained by the big investment in equipment with greater
capacity which is yet to be used more efficiently in the future.

= |nthe export development a positive trend can be observed, as it was in 2006, too. Almost half of the
inquired expect increase of the export by more than 5 %, 1/5 - even by more than 15 %. About 1/3 of the
respondents do not export their produce.

= In the listing of the strategic problems by importance no significant difference as compared to the previous
years can be observed. The task of modernising and improving the work of the national institutions is still
outstanding, as in 2006, at the first place. The vocational qualification is presented as a second important
problem.

Sources:

Federation of Trade Unions Organization in Forestry and Woodworking Industry (FTUOFWI), National Report on the Woodworking and
Furniture Industry in Republic Bulgaria, Sofia Marz 2008

Ministry of economy and Energy, Analysis of the Bulgarian industrial enterprises competitiveness, Sofia 2007

Federation of Trade Unions Organization in Forestry
and Woodworking Industry (FTUOFWI)

A The Federation of Trade Unions Organization in Forestry and Woodworking

Industry (FTUOFWI) is voluntary organization of the workers from the forestry,
wood processing industry, furniture and cellulose-paper industry in the Repu-
blic of Bulgaria.
The Federation is the co-founder and member of the largest trade union organization in the country -
the Confederation of Independent Trade Unions in Bulgaria (CITUB-KNSB).

The FTUOFWI groups together 149 trade union organizations representing 7033 members and mem-
bership density of 14.5 per cent. They are distributed in four main branches: forestry, wood processing
industry, furniture and cellulose and paper.

In 2009 is the 100 anniversary of the Federation.
During the years trade union movement in our branches is developed as follows:

1909 establishment of the Workers’ Carpenter’s Union;

1919 establishment of Trade Union Organization of Workers in Forestry;

1944 Trade Union of Agriculture and Forestry Workers and Employees;

1950 The Trade Unions of Carpenter’s Workers united with the Trade Union of Agriculture and Forestry
Workers and Employees;

1964 splitin two: Trade Union of Agriculture and Trade Union of the Workers in Forestry

1990 Change the name - Trade Union of the Workers in Forestry and Wood Processing Industry and
united all branches related to the Bulgarian forest.
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The woodworking and furniture industry in Czech Republic E

(from sector report of Czech Republic — presented by OS DLV / Morava 1)

Wood is local raw material, in which the Czech Republic is of sufficient capacity, the products of wood are
fully ecological, they comply with all environmental rules, they are also mostly (except the agglomerated
boards) non-energy intensive during processing. The branch NACE 36 (manufacture of furniture, sports
goods, games, musical instruments and further more). includes six different industrial groups. Within this
branch the furniture industry has had a long-time dominant position, while it participates by approx. two-
thirds within the entire branch (manufacture, outputs, number of employees and other indicators).

Woodworking industry

The wood-processing industry has had a long-term tradition in the Czech Republic. Its products are especially
used in building industry (mainly in housing), furniture industry, agriculture, automotive industry, railway,
however, also in manufacture of musical instruments, toys, sporting goods etc.

Manufacture of Fig. 1 Structure of the wood industry

Sawmilling and .
impregnation of wood (NACE 20/ share from turnover in 2006)

27%

other products of
wood, wicker and
Manufacture of straw
wooden containers 8%
4%

Manufacture of Manufacture of veneer

builder’s carpentry sheets, plywood and
and joinery agglomerated wooden
47% products
14%

Source: OS DLV 2008

The three most important sub sectors are:

Saw-milling manufacture is characterized in the Czech Republic by redundant capacities, which may be estima-
ted in approx. 20%. Although the process of modernization, within the framework of financial possibilities of saw
mills owners is running, except large and newly established manufactures the general obsoleteness of saw-mills
may be stated. Saw-milling manufacture participated in total wood-processing industry in 2006 in the indicator
of receipts from sales of own products and services by 27%.

Manufacture of veneer sheets, plywood and agglomerated wooden products includes namely manufacture of
plywood and block boards, veneer sheets, cement-chip boards, chipboards and fibreboards, including medium-
hard boards of so-called medium-density fibre boards (MDF).

The production assortment has been enriched with boards with oriented chip, so-called OSB boards. This group
shared 14% in receipts from sales of own products and services of the entire wood-processing production, which
is not much, for it concerns the group with high value added of the production.

The builders’carpentry and joinery manufacture is mostly diversified. It concerns the manufacture of windows,
doors, framings, parquets, elements for built-up structures etc. This manufacture is ensured, besides several
larger companies, by thousand of small firms (approx. 45 thousand), which often combine it with manufacture
of furniture on order, in small lots etc. The group participates by 47% in total receipts from sales of own products
and services within the branch.
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Position of the branch within manufacturing

In comparison with 2005 a positive change in total structure of individual groups took place, for the sawmilling
and impregnation of wood decreased its share within the branch by 4%, whereas the production of agglomera-
ted and other products of this group slightly went up. In next years it is necessary to enhance the production of
the most important items in the group 20.2, i.e., production of chipboards and OSB boards. We may assume that
it shall happen, for the situation and enhanced consumption in the Czech building industry shall compel it.

Tab.1 Sector data of the wood/furniture industry in Czech Republic

Furniture 2000 2001 2002 2003 2004 2005 2006
Employees 42616 45.370 43.938 43.912 42.869 40414 39.769
Production (in Mio.CZK) 32.049,7 36.149,0 37.924,6 39.399,3 42.211,4 47.705,4 46.801,4
Turnover (in Mio.CZK) 41.472,4 46.575,3 50.124,0 48.100,7 52.397,3 56.725,9 55.639,2
Export (in Mio.CZK) 29.594,7 33.965,2 34.381,9 34.968,5 40.202,1 44.135,2 44.397,8
Import (in Mio.CZK) 12.631,0 13.065,6 12.986,1 14.475,3 18.427,5 20.386,2 23.169,0
Wodd-processing 2000 2001 2002 2003 2004 2005 2006
Employees 73.224 79.462 74.279 78.406 75.278 75.084 79.886
Production (in Mio.CZK) 41.084,6 44.255,5 42.657,8 41.502,3 44.149,0 47.028,9 57.090,3
Turnover (in Mio.CZK) 55.393,7 60.522,6 63.891,8 67.563,8 718724 76.091,3 94.718,6
Export (in Mio.CZK) 22.181,6 23.134,0 20.969,9 22.264,4 26.536,5 26.286,5 29.194,2
Import (in Mio.CZK) 9.856,9 10.050,7 10.217,0 11.229,2 13.016,3 12.876,4 13.587,2

1CZK=0,0373979 EUR / 1 EUR = 26,7395 CZK (Jan.2009)

Source: OS DLV 2008/ Ministry of industry and trade, Panorama 2006

Companies and employment

Czech furniture output has been growing nonstop for the last ten years from about 32 biilion CZK to the current
46-50 billion CZK annually. The Czech furniture industry has

gone through extensive restructuring, with the number of large companies (with more than 500 staff) falling to
just four. The Czech furniture industry comprises about 4.000

companies with 40.000 staff in total..

The wood-processing industry is concentrated mainly in micro, small and medium-sized enterprises. Number of
large enterprises is relatively low, the category of enterprises with 1000 and more employees has not been repre-
sented any longer. About 70% of employees of the branch are represented in micro and small enterprises.

In the branch of wood-processing industry there is a great number of employees in category of microenterprises
(0 to 9 employees), namely almost 39 000. A considerable number of these enterprises is located in marginal
areas of the Czech Republic, where is a minimum working opportunities. It concerns individual manufacturers or
family firms, which are finding there employment.

Tab. 2 Main Indicators of the wood industry 2005 (NACE 20)

(Mio. CZK, Employees) 0-9 10-49 50 - 249 250-999 >1.000 Total
Receipts from sales of own

products and services (P&S) 23.801,1 15.279,9 16.738,9 20.271,4 0,0 76.091,3
in current prices

Value added in cur. p. 8.842,4 43783 4.239,8 4.754,8 0,0 222153
Number of employees 38.859 16.527 12.319 7.378 0,0 75.083

Source: OS DLV 2008 / Ministry of industry and trade, Panorama 2006

Importance of these categories is great especially in countryside and distant areas, where are minimum employ-
ment opportunities. The enterprises of this type are rapidly rising, because they need a small input capital to
their ,starting”, but they are also quickly dissolving, for ability of these enterprises to face to problems is low.

The large enterprises are represented especially in category of sawmilling (NACE 20.1) and in manufacture of
agglomerated materials (NACE 20.2), quite often also with participation of foreign management and capital
(it concerns namely Austria and Germany).

These large enterprises have the decisive share in all main indicators (receipts, value added, productivity,
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effectiveness etc.): Stora Enso Timber, Ltd., in Zdirec and Pland - sawmilling (highly first-rate sawn wood),
KRONOSPAN CR, Ltd., in Jihlava - manufacture of agglomerated materials, Dfevozpracujici druzstvo Lukavec -
manufacture of agglomerated materials.

Regional locations

The wood-processing industry is represented in all regions (districts, regions). Centre of gravity of wood-proces-
sing industry is namely in Vysocina region (receipts from sales of own P&S = 20%, number of employees = 9%),
Region of Plzen (9% resp. 8%) and South Bohemian region (9%, resp.10%). Those are the regions, where is locally
a sufficient number of wooden mass, thus it concerns a logic correlation. In Vysocina region there are most giants
of the branch, which are Stora Enso Timber, Ltd., in Zdirec nad Doubravou in sawmilling industry, then KRONO-
SPAN CR, Ltd., in Jihlava and Drevozpracujici druzstvo Lukavec in Lukavec u Pelhfimova in the area of agglomera-
ted products.

57.090 Fig. 2 Wood industry — production
volume 2000-2006 (million CZK)

47.029

44256 44.149
41,085 42658 41502

2000 2001 2002 2003 2004 2005 2006

Source: OS DLV 2008 1 Euro = 26,74 CZK (Jan.2009

Main economic indicators

Development in branch costs has been maintaining a permanent increase since 2000; in years 2005 and 2006
it amounted always around 10%. It is necessary to count towards it both prices of wooden mass and also
fuel-energy side, where the prices are growing.

=@— Labour productivity 183,2 Fig. 3 Wood industry - Development of labour
«=fr==Share of labour costs costs and labour productivity 2000-2006
=== Personal costs 160,1 (2000=100)
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859 80,6
b 77,9 78,7 72,9

2000 2001 2002 2003 2004 2005 2006

Source: Ministry of Industry and Trade, Panorama of the Czech industry 2006
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Labour productivity and labour costs

Since 2000 the share of labour costs in value added has had a permanently declining trend in the branch, except
the year 2005. When comparing the status quo with the entire manufacturing industry, the branch is approxi-
mately on 85% towards manufacturing industry.

The share of labour costs in the branch has been going down relatively quickly since 2001, which means that
particularly wage development is lower in wood-processing industry than in manufacturing one as a whole.

Investments

It is necessary to say that the branch of wood-processing industry is generally below invested . Foreign direct
investments in longer time period participate on average in total investments around 40%. In the branch in the
past years the decisive investment projects from increase and production productivity point of view were those
in large enterprises. Small and medium-sized enterprises basically, from financial and capacity reasons, do not
realize a research activity and technology development. The projects, which would relate to ,green-field or
brown-field areas” were not implemented in the past years in this branch.

Development in foreign trade

The wood-processing industry recorded also in 2006 successful results in foreign trade and so it linked to favou-
rable development in the past years. Export from the branch highly exceeded import, thus the achieved balance
29,2billion CZK presents a meaningful contribution to foreign trade balance of the Czech Repubilic.

Turnover Abb. 4 Wood industry - Development of
Export 94.719 turnover, export and import 2000-2006
ey |Mport

(million CZK)

60.523 63.892

55.394

26537 26287 29194

22.182 23.134 20.970 22.264

F l 13.587

9.857 10.051 10217 11.229 13.016 12.876
A A A—h—k A—A
T T

2000 2001 2002 2003 2004 2005 2006

Source: Ministry of Industry and Trade, Panorama of the Czech industry 2006

Export - Import
In 2006, the Czech Republic exported wood and wood products 8without furniture) with a value of 13.6 billion
CZK. With this, the branch gained a trade balance surplus of about 15.5 billion CZK.

The achieved results of foreign trade in 2006 manifest that wood-processing industry attained in demanding
competitive environment good results. Export succeeded to be increased by approx. 3 billion, the achieved trade
balance was by approx. 2,2 billon lower than in 2005. Importance of wood-processing industry within manufac-
turing industry of EU is in most member-states lower than in the Czech Republic.

Export, for example, in agglomerated products, was in 2006 enhanced by approx. 1,6 billion CZK as compared
with 2005. Foreign market with chipboards and fibreboards is very strong and competition is colossal one. The
good results show the boards with oriented chip, so-called OSB boards, which could significantly contribute to
successful export. The agglomerated products are the strongest item in import as well, however, its increase in
2006 was considerably lower than in export, so that the trade balance has improved.
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Tab 3 Wood industry - Main important

Wood industry (NACE 20) countries for export/import in 2006
Export territories in 2006 Import territories in 2006 (shares in %)
Germany 35% Germany 30%

Austria 16% Austria 15%

Italy 9% Slovakia 11%

Slovakia 7% Poland 9%

Poland 4% China 4%

USA 3% Russia 4%

Hungary 3% Netherlands 2%

Netherlands 2% France 2%

Others 21% Others 23%

Source: OS DLV 2008/ Ministry of industry and trade, Panorama 2006

For wood-processing industry are decisive markets of EU countries, and out of them Germany and Austria in
particular, where 52% of export of the Czech wood-processing products were channelled to in 2006. Export
structure includes items like sawn wood, products of builders’joinery, pallets, agglomerated products in particu-
lar. Just Germany and Austria are the strongest countries also from the view of importers into the Czech Republic
and their share in countries, where we were importing from, amounted to 45%, further in ranking are Slovakia
with 11% and Poland with 9%.

Furniture industry

The branch NACE 36 (manufacture of furniture, sports goods, games, musical instruments and further more).
includes six different industrial groups. The furniture production (NACE 36.1) has had a long tradition in the
Czech Republic, its centre of gravity and the largest manufacturers are concentrated mainly in Moravia. In the
branch NACE 36 the furniture industry has had a long-time dominant position, while it participates by approx.
two-thirds within the entire branch (manufacture, outputs, number of employees and other indicators). The top
European as well as world level is represented especially by bent furniture. Among other assortment of furnitu-
re the production of kitchen furniture has got recently a very good level in particular. A number of interesting
solitary furniture (individual, supplementary) has been seen recently from many Czech smaller manufacturers
(furniture for ante-roomes, halls, living rooms), which is an assortment that used to be earlier a weak point.

MEnEER G Other . Fig. 5 Structure of the branch “Furniture
gamesandtoys ~ Manufacturing and other manufacturing”
159
10% \ 2 (NACE 36/ by share of turnover 2006)

Manufacture of
sports goods
4%

Manufacture
of musical
instruments
29% Manufacture of
furniture
Manufacture of 68%
jewellery and
related articles
1% Source: OS DLV 2008

Companies and employment

According to the latest statistics, there are altogether 20 211 subjects in the branch NACE 36, out of which 4351
in the strongest group 36.1, i.e, 21,5%. The largest number of furniture subjects belonged to the category of or-
ganizations with 50 to 249 employees, i.e., in the category of a medium-sized enterprises. The situation accordin-
gly has been significantly more favourable than in wood-processing industry, where the enormous number of
subjects is in the category of micro-enterprise and which was achieving the worst economic results. The medi-
um-sized enterprises of furniture production as well as other groups (musical instruments, sport goods etc.) were
attaining the highest employment and value added from the production. In comparison with 2005, the volume
of receipts from sales of own P&S (in current prices) in 2006 increased by approx. 2,6 billion CZK.
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Tab. 4 Production indicators, according to the size of enterprises in 2005 (NACE 36 /36.1-36.6)

(Mil. CZK, Employees) 0-9 10-49 50-249 250-999 >1.000 Total

Receipts from sales
of own products and

—vifacs () T AL 7.635,3 11.351,5 22.054,1 19.790,0 19.329,6 80.160,5
prices

Value added in cur. p. 2.990,7 4.050,6 6.364,4 6.124,0 4.344,1 23.873,8
Number of employees 14.522 13.366 20.174 14.342 5.925 68.329

Source: OS DLV 2008/ Ministry of industry and trade, Panorama 2006

The number of employees in the furniture sector decreased since 2001 from 43.750 to 39.796 in 2006. This is

a decrease of 12.4% As a result, every fifth job in the furniture production disappeared in the last five years.
Therefore, the furniture sectors belongs to the losing industries of the Czech upsurge in he employment politics.
For comparison, in the Czech construction industry, the employment was stable until 2004 and growing ever
afterwards.

Regional structure of the branch

The branch production is represented in all regions of the Czech Republic. The strongest,furniture” region, as to
number of employees, is South Moravian region, where the

production has had a long-time tradition. The furniture production has a great weight also in regions of Central
Bohemia, South Bohemia and Vysocina.

47.705 v 5 Fig. 6 Furniture industry - volume of pro-
duction 2000-2006 (million CZK)

2000 2001 2002 2003 2004 2005 2006

1 Euro = 26,74 CZK (Jan.2009
Source: Ministry of Industry and Trade, Panorama 2006

Domestic consumption

The domestic consumption of furniture is growing rapidly for years -with an average annual growth of 2 billion
CZK.To put it in numbers, around 25.5 billion CZK were spend for furniture. The growing domestic demand has
therefore become an important motor for the sector development.

Main production indicators

Since 2001 the number of employees in the branch has been decreasing, as a consequence of enhancing com-
petitive pressures and enhancement of labour productivity. Nevertheless, the process of modernization, connec-
ted with production innovation in the branch, is not sufficient. The reasons behind are in mostly cases the limited
financial resources of the organizations. The specific situation exists in micro-enterprises. Along with enhance-
ment of labour productivity they reckon henceforth with dismissal of redundant employees, for which it will be
necessary to create new jobs. However, it has its great importance everywhere, where the working opportunities
are not available and unemployment would threaten.

Labour productivity and labour costs

When comparing labour costs with that one of receipts from sales of own P&S in 2006, we find out that the
receipts in furniture industry in 2006/2005 increased by 1,1 billion CZK and labour costs increased by 734 million
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CZK only. The branch achieved in the past years meaningful results in strengthening of international competi-
tiveness. It concerns, for example, improvement in labour productivity from value added, though in relation to
a neighbouring Austria or Germany, the Czech Republic is still on the level of around 70% on average.

Labour productivity from value added is influenced, besides the actual amount of value added in the products,
also by production costs - wages, raw materials, costs on environment protection, and the costs, connected with
a new chemical legislation REACH, to be included, too. The costs on environment protection is not high in the
groups of the NACE 36, nevertheless they have an impact on cost calculation.

==@= Labour productivity Fig. 7 Furniture industry - Development

e Share of labour costs 158,1 of labour costs and labour productivity
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Source: Ministry of Industry and Trade, Panorama of the Czech industry 2006

Since 2002 the share of labour costs in value added in the furniture sector has been permanently significantly
lower than in manufacturing industry for total. The share of labour costs within the NACE 36.1 in value added
reached in 2006 the worth 0,642 (2005: 0,588). This means, that the wage development had the same pace as
the productive advancement.

Investments

There are about 15 enterprises with foreign participation in furniture industry, however, without any support by
investment incentive.

The volume of tangible investments in the branch is low and belongs, in comparison with the other branches of
manufacturing industry, to the smallest one. In 2005 the tangible investments into the branch NACE 36 amoun-
ted to approx. 3,4 billion CZK, out of which the building investments approx. 1,1 billion CZK. The share in invest-
ments of manufacturing industry presents around 2% only.

The FDI in 2005 in the amount of 5,15 billion CZK exceeded by more than 1 billion CZK the volume of invest-
ments in 2004 (4,06 billion CZK). Their share in FDI of manufacturing industry in 2005 represented less than 1%.
It is difficult to anticipate a development in this kind of investments in the years to come as during monitoring
of their amount from 2000 we find out a great oscillation (2000 = 4,71 billion CZK, 2001 = 3,36 billion CZK,

2002 = 8,84 billion CZK and 2003 = 3,32 billion CZK).

The FDI has a very positive impact on the branch development, since they enable to install modern technical
equipment and modern management methods, in particular. Thanks to it these firms achieve above-average
production and trade results.

Development in foreign trade

In the time 2006/2005, the export of furniture and furniture parts has grown to a total of 44.4 billion CZK Since
2000, the export volume has grown by 150%.
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Export - Import

The share of annual export of furniture in its total domestic production achieves approx. 80%. Approximately
from 90% the export is channelled to industrially advanced countries, out of which from more than 80% into the
countries of EU. The furniture industry ensures a high worth of favourable balance for the Czech economy.

It is well paid for the furniture made from massif and first-rate woody species with a perfect workmanship. As far
as the production structure is concerned the bent furniture makes up an important share in the Czech export,
where deliveries into the USA are important in particular. The high quality, included built-in appliances (kitchen
stoves, refrigerators etc.), is represented by the manufacture of kitchen furniture as well. The production of
bedroom furniture and room sets has been maintaining a standard European level. Export performance of these
furniture groups was moving around 40% in the period under review. There is a hope in the future for its enhan-
cement, particularly with increase of deliveries into the countries of our largest consumers in Western Europe.

" ® o Abb. 8 Furniture industry - Development
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Source: Ministry of Industry and Trade, Panorama of the Czech industry 2006

In relation to the countries of CEFTA the position of the Czech Republic and respective groups are influenced
mainly by Poland, namely as a competitor in manufacture of less expensive kind of furniture. In the recent years
the share of the Czech Republic in foreign trade of the countries of CEFTA in relation to EU has been decreasing,
even though it does not concern a dramatic recession.

Furniture imports into the Czech Republic grow in significance. The value of imported furniture has increased
from 12.6 billion CZKin 2000 to 23.2 billion CZK in 2006. This is a growth rate of 84% in six years. The import
quota increased in 2006 to 50%. The major import countries are Germany, China, Poland and Denmark. Cheap
furniture is imported mainly from Poland and Slovakia. Further important trade partners outside of the EU are
the USA and Canada.
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Perspectives and challenges in the wood industry

® |tis assumed that the wood-processing industry will get great importance in next years, namely due to the
fact that it concerns ecological branches, which do their business in compliance with rules of permanently
sustainable development.

= The branch should not have significant troubles with implementation of new chemical legislation REACH
either. The situation shows that its impact on costs and thereby on competitiveness of enterprises, shall not
be a large one. The Czech Republic should meet in prolonged term, which was given to the accessed
countries, a limit for recycling of wooden wastes by 2012. The wastes in the branch are being processed into
new products or utilized for heat and electric power generation; non-usable waste practically does not exist.

®  There are rightful presumptions that the Czech Republic will belong also in the future among prominent
member-states in this industrial branch, which concerns especially raw material options, assortment pattern
and qualification of workforce. We have to focus on technical endowment and fast implementation of the
results of science, technique and innovations into practice. It is also necessary to create a sufficiently wide
scientific-technical background in universities, professional institutions and in production sphere.

®  The Czech Republic must focus on development of products with high value added; the present state-
of-affair, when in products structure continues a high representation of sawmilling group and its relatively
simple products with low value added is not favourable for the branch as well as for the entire Czech
economy. However, the Czech Republic has a precondition to build up new capacities with utilization of the
most modern world technique and technologies and it is necessary to take advantage of this chance.
EU legislation does not prevent from doing that either as the Czech Republic has implemented into its
legislation the needful directives of European Community.

®  For sound branch development it is desirable for categories of particularly medium-large and large enter-
prises to be strengthened in next years. The medium-large enterprises are operative, having a good
adaptability on new situation, which are able to resolve relatively quickly. It is a long-term challenge for the
branch to keep on improvement of export items structure, for export is still in a great extent focused on items
of round wood, resp. sawn wood, which have a low value added.

Starting-points and chances for the furniture sector

®  The furniture industry as well as the other groups, which come under the NACE 36, have the favourable
perspectives in the years to come, both in maintaining positions hitherto and in their consolidation and
enlargement.

® |t should manifest also in the fact that people in the Czech Republic will earlier dispose of living and
bedroom furniture, in particular. The average use of this kind of furniture in the Czech Republic is as many
as 20 years, whereas in advanced countries of EU it is 10 years on average, then it is replaced with a new one.

®  The production meets adequate acts and directive of EC, which concerns also waste management, their
disposal and processing (recycling). The new chemical legislation REACH has been accepted; it may be
assumed the costs connected with its implementation will not jeopardize manufacturers’ competitiveness
or lead to dismissal of the employees.

= Maintenance and improvement of the achieved positions on internal and especially on foreign market will
require a demanding and permanent work. It concerns particularly implementation and application of
innovations, needed structural changes, modern technologies as well as management and information side
of the production process.
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® |tis obvious that it will be connected with fairly big financial costs, and therefore it will be necessary to attain
successful production and commercial results so that the presented obligations and plans may be realized.
Not all of them will succeed. For this reason quite a number of particularly micro and small subjects will be
henceforth dissolving, on the contrary many new ones will be rising.

®m The branch would need a larger integration of foreign capital because in the Czech Republic there was not
implemented any project for construction, for example, of the large modern furniture plant under foreign
management as it is in saw milling industry.
Already one large furniture combinate would distinctly improve the results being achieved in the branch
(productivity, effectiveness). The future situation will apparently require a necessity of concentration of the
manufacturers and production into larger units. One of the options is to continue in establishment and
enlargement of so-called ,clusters”,

Sources:

Trade Union of the workers in woodworks forestry and water industries in the Czech Republic (OS DLV / Morava 1),
National Report on the Woodworking and Furniture Industry in Czech Repubilc, Prague / Hodonin April 2008
Ministry of Industry and Trade, Panorama of the Czech industry 2006

Trade Union of the workers in woodworks forestry and
water industries in the Czech Republic (OS DLV)

The trade union of the woodworkers and the workers in forestry and water ma-
nagement in the Czech Republic was founded after the Velvet Revolution espe-
cially after the separation of Slovakia in 1990. Since then, the trade union is active
in a new form. Today, the OS DLV has 22.183 members who mostly come from
the industry sectors of woodwork, water management and paper production. The union is structured in
regard of the different regions and partially in different industry sectors. The OS DLV is also a member of
the Bohemian - Moravian Trade Union Confederation CMKOS, the biggest network of trade unions in the
Czech Republic with 34 member unions.

The OS DLV is an open, independent and voluntary organisation of citizens who either work in the menti-
oned industries or who prepare themselves for work in these sectors in the future.

The OS DLV supports actively and permeates the principles of democracy, morals humanity and social
justice. The union supports the coherent observance of the fundamental human rights and liberties. Its in-
ternational activities are based on the principles of international solidarity on the base of implicit equality,
independence, mutual respect and non-interference.

The union’s main objective is the preservation and defence of the rights of its members. She protects and

permeates their social, economic, cultural and legal interests including the initiative for the implementati-
on of necessary legal changes.
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The wood/furniture industry in Denmark

(from sector report of Denmark — represented by BAT-kartell und TIB)

Denmark is one of the world’s leading furniture producers with strong reputation for quality and style.
Currently the sector consists of approximately 560 manufactures, which produce furniture to the value of
19.5 billion DKK 2007). 84,3% of the production (= 16.5 billion DKK in 2007) is exported, making the Danish
furniture sector Denmark’s sixth largest export industry. Compared to the Danish industry as a whole, the
wood and furniture industry is relatively small. The statistics show that, in 2006, 8% of the full-time emplo-
yees in the industry worked in the wood and furniture trade. Compared to the total employment, the wood
and furniture industry made up approx. 1.2% in 2006.

Structure of wood/furniture sector

The view on the spectrum of production of the Danish furniture industry shows a balanced picture with rela-
tively equal volume amounts for the different product groups and segments. The Danish furniture industry pro-
duces high quality products which can be sold well on international markets. In 2007, approximately 60% of the
produced furniture consists of furniture for living spaces and households. Furniture for bureaus and shops have a
share of 9% and only an 8% share consists out of furniture components.

Fig. 1 Danish furniture production by product group 2007 Fig. 2 Sub sectors in the wood industry by share of
employment (2007)
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The wood-processing sector in Denmark is relatively small in comparison to the neighbouring Scandinavian
countries. The most important products are wooden elements for the construction sector. Measured on the
intensity of employment, around 75% of the employees are active in the two areas of “prefabricated building
elements” and “tree and building parts”. The sawmills and the panel-industry together come to a share of 15%.
In 2007, this means approximately 2.100 employees.

Tab. 1 Sector data of the wood and furniture industry in Denmark

Furniture 2000 2001 2002 2003 2004 2005 2006 2007
Number of companies 833 814 666 623 594 576 567 564
Employees 22.140 21.325 19.534 18.450 17.691 16.872 16.687 16.467
Production (million DKK) 19.380 19.699 19.144 18.878 19.037 19.301 19.437 19.533
Export (million DKK) 15.322 15.717 15.823 15.970 16.545 15.910 15.953 16.458
Import (million DKK) 5.590 5.854 5.739 6.068 6.355 6.852 8.141 9.422
Wood-processing 2000 2001 2002 2003 2004 2005 2006 2007
Number of companies 561 537 473 454 443 449 449 441
Employees 14.473 13.685 13.031 12.590 12.702 12.895 13.555 13.858

1dkr.=0,134243 EUR/ 1 EUR = 7,44917 dkr. (05.01.2009)
Source: BAT-kartellet/TIB 2008
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The companies’ size and number

The number of companies in the wood and furniture industry is declining as the big companies get bigger. The
number of companies in the wood industry has decreased from 561 to 441 from 2000 to 2007, recorded from the
3rd quarter both years. This corresponds to a decrease by 21%. It is clear that the decline has mostly hit the small
and medium-sized companies, while the large companies with more than 50 employees have maintained status
quo.

For the furniture industry, there is also a clear tendency towards fewer companies. All company sizes have fallen
from the year 2000 to 2007. The most significant was the decline from 2001 (814) to 2002 (564). In all, from 2000
to 2007, there has been a decline in the number of companies by 32%, which means that almost every 3rd
company no longer exists or has been bought up by or merged with other companies. Contrary to the develop-
ment in the wood industry, the large companies with over 100 employees have not escaped and the decline has
not hit only the small and medium-sized companies. However, the decline in the number of large companies
could be the result of them merging into even larger companies. The employment distribution by company size
follows the same pattern, which is identifiable in the wood industry.

Companies’size Wood industry Furniture industry

Employees 2003 2005 2007 2003 2005 2007  Tab.2 Number of companies by number of
None 10 6 14 24 15 22 employees

0-5 161 168 160 229 217 221

5-10 79 81 77 97 90 80

10-20 83 74 69 106 103 98

20-50 76 67 65 96 90 76

50-100 24 30 28 33 28 35

100 + 21 23 28 38 33 32

Total 454 449 441 623 576 564

Source: BAT-kartellet/TIB 2008

Companies with over 100 employees employ 53% of those in the trade in the 3rd quarter in 2007, versus 47% in
the 3rd quarter in 2007. Seen over a long number of years, there has been a major concentration of production
in the Danish furniture industry. There are fewer and larger companies. This tendency is shown by the economic
output: 45% of the production in the furniture industry in 1997 was from companies with an annual turnover
higher than 100 million kr. In 2005, the percentage increased to 78%. Concentration tendencies are also seen in
the wood industry. Here, the largest companies today have a larger percentage in total turnover compared to
1997.

Employment

In the beginning of 2008 a good 30,000 full-time employees are employed in the wood and furniture industry.
The number of full-time employees has fallen by about 6,000 people from 1999 to 2007, corresponding to a de-
cline of 16%. In the furniture industry, employment peaked in 2000 with 22,140 full-time employees. Since then,
the numbers have been falling slightly and are expected to stop around 16,500 employees in 2007 - a decline
equaling 25% of the employed.

The decline in employment has not been as large in the wood industry as it has in the furniture industry. In 2000,
there were just fewer than 14,500 full-time employees in the wood industry, while the corresponding number in
2007 was 13,858, equaling a decline of a good 4%. This development has hit the branches very differently. The
sub sectors "Prefabricated building elements”and "Tree and building parts” have experienced an increase in em-
ployment from 2000 to 2007 by 68% and 2% respectively. On the other hand, companies in the branches “Other
wood products’, “Sawmills’, “Other”, “Plywood, chipboard etc”, and “Wooden packaging” have cut down by 50%,
30%, 19%, 14% and 2% respectively.

In general, the development has led to a significant decrease in the number of workers in both industries. There
are far fewer wood and furniture companies today than 5-6 years ago, and employment and production are
concentrated mostly in the large companies.
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Production

Between 2003 and 2007 there was only an moderate growth in the furniture production from 18,9 billion kr. In
2003 to 19,5 billion kr. In 2007 ( = 3,5%). The market for furniture can be divided into two categories: there are
five sub sectors with important growth between 2003 and 2007 and three sub sectors with an decreasing output
in the same period. In 2007 seating and kitchen furniture are the main important sub sectors — by total value as
well as by growth rate.

Million DKK 2003 2007 Growth Share
2003-2007 2007 Tab. 3 Danish furniture production 2003

Seating furniture 2,557 3,072 20,1% 15,7% and 2007 by product groups
Office furniture 1,479 1,707 15,4% 8,7%

Kitchen furniture 2,131 3,271 53,5% 16,7%

Bedroom furniture 2,904 2,832 -2,5% 14,5%

Wooden dining room 3,980 2,642 -33,6% 13,5%

and lounge furniture

Other furniture 2,319 2,614 12,7% 13,4%

Furniture components 1,387 1,536 10,7% 7,9%

Mattresses, quilts, etc. 2,121 1,859 -12,4% 9,5%

Total 18,878 19,533 3,5% 100,0%

1dkr.=0,134243 EUR/ 1 EUR = 7,44917 dkr. (05.01.2009)

Source: BAT-kartellet/TIB 2008

Over the last decade there has been an increasing tendency to locate production with subcontractors in Eastern
Europe and Asia due to lower production costs and easy access to supplies. Denmark has a comparatively high
salary level, so Danish furniture manufacturer may have competitive incentives to move production to lower cost
countries. Due to increasing salary levels in Eastern Europe, it may prove more lucrative in the long run to place
production in the Far East, as the shipping costs remain relatively low. This is also demonstrated by the fact that
Chinais till this day increasingly popular as a production location.

Productivity

The productivity of labour has grown enormously in the past 10 years. In 2005, Denmark had the highest pro-
ductivity in the furniture industry compared to a number of countries that we usually compare ourselves with
(Norway, United Kingdom, Belgium, Finland, Sweden, France, Italy, Spain). Compared to 2006, productivity has
increased from 35,100 Euro per employee to 55,400 Euro, which corresponds to an increase of just less than 58%
(not adjusted for inflation). This is the largest jump of all the selected countries mentioned above.

In the wood industry, Denmark is in the lead with regards to productivity. In 1996, productivity in Denmark was
33,500 Euro per employee, and 51,700 Euro in 2005, corresponding to an increase of a good 54% (not adjusted
for inflation). Only Belgium and the United Kingdom have had a larger increase in productivity than Denmark
amongst the selected countries.
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Turnover

The turnover in the wood and furniture industry in 2006 amounted to a good 36.5 billion kr., equaling 6.2% of
the total turnover in the industry. Despite decreasing employment in both the wood and furniture industry from
2000 to 2006, the trade has succeeded in maintaining a relatively stable growth in turnover. Both trades’ turnover
increased almost continuously from 1993 to 1998 — and as far as the furniture industry is concerned all the way
up to 2000, when the turnover reached 22.8 billion kr.

Since then, turnover in the furniture industry has settled at a slightly lower level, around 21 billion kr.

(2006 prices). The decrease in the furniture industry’s turnover from 2000 to 2006 was 7.6%, which is quite a

bit lower than the corresponding employment decline of 24.6%.

As far as the wood industry is concerned, the turnover has been relatively stable from 2000 up to 2006 with the
exception of minor declines in 2001, 2002 and 2003. In 2005, the turnover was at 14 billion and in 2006, as high
as 15.4 billion kr. (2006 prices). From 2000 to 2007, when employment decreased to 4%, the turnover increased
by 12%, though this can primarily be attributed to the increase in 2006. The first quarters’ turnover figures for
2007 indicate a relatively unchanged turnover level for the industry compared to 2006. In this period, the wood
and furniture industry have gone through massive streamlining and specialization, which has improved produc-
tivity and kept turnover high.

Export

In 2006, the wood and furniture industry exports amounted to 21.4 billion kr., corresponding to 6.9% of the total
industry sale abroad subject to VAT and fewer than 2.6% of Denmark’s total export subject to VAT.

The wood export from 1993 to 2006 has been very stable, shifting between 4.3 and 5.5 billion kr. throughout the
time period, while furniture export increased from 15.3 billion kr. in 2000 to 16.5 billion kr. in 2004. Since then,
the furniture export has declined evenly and, in 2005, amounted to 15.9 billion kr. In 2006, however, this turned
around and the export increased to 16.4 billion kr. In 2007.

= Export A= Import ®— Production Fig. 4 Production, Export and Import of
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Source: Association of Danish Furniture Industries / BAT-kartellet / TIB 2008

However, this cannot change the general picture, which shows that the furniture export has come to a standstill
over a long time period. According to the Association of Danish Furniture Industries, there has been a standstill
or regular decline in almost all the Danish furniture industry’s main export markets, except Norway. There has
only been progress on the new markets — and these are still so small that they cannot compensate for the stand-
still now or in the short-run.

In the area of furniture, the most important export markets are Germany, which in 2007 took 19% of the export,
Norway (15%), Sweden (11%), England (11%) and France (8%). It is chiefly these large companies that pull the
export.
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Furniture 2003 2007 Growth Share )

(million DKK) 2003-2007 2007 Tab. 4 Most important export markets
Germany 4421 3.068 -30,6% 18,6% 2003/2007 (TOP-5 countries)

Norway 1.483 2.466 66,3% 15,0%

Sweden 1.641 1.833 11,7% 11,1%

United Kingdom 2.436 1.778 -27,0% 10,8%

France 823 1.238 50,4% 7,5%

TOP 5 10.804 10.383 -3,9% 63,1%

Other Countries 5.166 6.075 17,6% 36,9%

Total 15.970 16.458 3,1% 100,0%

1dkr.=0,134243 EUR/ 1 EUR = 7,44917 dkr. (05.01.2009)
Source: BAT-kartellet/TIB 2008

Import

Over the last seven years the Danish market for imported furniture has experienced an 64% increase measu-

red in value from 5,6 billion kr. in 2003 to 9,4 billion kr. in 2007. However, from 2003 to 2004 there was a small
decline, both in terms of volume and value. Behind the increase in import of furniture, is a significant increase in
both import from developing countries, and the new EU countries. China, South-East Asia and Eastern European
countries are today established exporters within most markets in the EU, including Denmark, as these suppliers
are technologically advanced and can benefit from economics of scale and well-organised delivery.

China
23%

Fig. 5 Furniture imports to Denmark
2007 (TOP-5 countries)
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Source: BAT-kartellet / TIB 2008

The five major exporters of furniture to Denmark in 2007 were China (2,1 billion kr,), Sweden (1,9 billion kr.), Ger-
many (924 milion kr.), Italy (608 million kr.) and Poland (605 millon kr.).

Supplies from Eastern Europe have traditionally been very important in the furniture trade, but as more coun-
tries from this part of the world became EU members, the significance of the Eastern European suppliers increa-
sed even more.

In 2003 the new EU-members from Eastern Europe (10 countries) exported furniture to Denmark worth of 1,1
billion kr. (14.55%). Four years later the value has grown to 1,35 billion kr. accounting for 22% of the total export
market of furniture to Denmark. Their proximity to the EU and their cost advantages are likely to be a threat to
other EU suppliers and even suppliers from developing countries.

Furniture Growth Share

(million DKK) 2008 2007 2003-2007 2007 Tab. 5 Development of imports from
China 529 2.142 1.613 22,7% Asia 2003 / 2007

Indonesia 272 178 -94 1,9%

Vietnam 148 190 42 2,0%

Malaysia 61 77 16 0,8%

Thailand 61 54 -7 0,6%

TOP 5 1.071 2.641 1.570 28,0%

(C)ct)til;ries 4506 6.781 2275 72,0%

Total 5.577 9.422 3.845 100,0%

1 dkr.=0,134243 EUR/ 1 EUR = 7,44917 dkr. (05.01.2009)

Source: Association of Danish Furniture Industries / DIPP 2007, A Survey of the Market for furniture in Denmark
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In 2007 just 28% of Denmark’s imports valued 2,64 billion kr. came from developing

Countries in Asia. This is an 147% increase since 2003. The leading developing countries suppliers are China,
Indonesia, Vietnam, Malaysia, and Thailand in that order. These five countries account for 94.37% of all furniture
export from developing countries to Denmark, so it is evident that Asia has become a dominant region produ-
cing of furniture in recent years. China is by far the most significant actor among the developing countries; in just
five years the country’s export of furniture to Denmark has grown astonishingly by 305% and had a value in 2007
of 2,14 billion kr.

Structural challenges in the wood and furniture industry in Denmark

Main results from the analysis of actual challenges of the wood and furniture industry, composed by BAT (The Danish Federation of Building and
Wood Workers)

With globalization, job functions have changed so that there are fewer jobs for unskilled workers and
those with a short education, and more jobs for the well-educated and those with business degrees.

® Those without a good education must therefore focus on educating themselves in order to match the
demands of the future, which requires a huge concentration on continuing education and skill development.

®m  When comparing various studies on globalization in the wood and furniture industry it is seen that the
relocation of Danish work places is still relatively small. Nothing indicates an explosive development in
the relocation of Danish work places in the years to come.

®  Unskilled Danes are not so unskilled after all. They are good at unbelievably many things, so even though
parts of production are outsourced, the unskilled workers have so many competences that they can still
be of use.

= Qutsourcing to low-wage countries leads to expenses in the form of set-up costs and more expenses for
training, quality control, logistics and transport. These expenses have, in many cases, exceeded expectations
because of a high wastage rate, among other things.

®  The solution to the high wastage rate is more automation, which means fewer employees. When the reason
for relocation is to save on wages the savings will be minimized if the wage share is minimized through
automation.

m  Therefore, before a company decides to move production to a low-wage country it is important to analyze
the following: 1) Which production processes are not so quality dependent and 2) during which processes

is labour a profitable alternative to automation?

®  There are alternatives to relocation to low-wage countries. One of them is to invest in new technology
at home.

® In order to get through the actual challenges for the branch, it is necessary to streamline the company
and focus on the core areas where you do best.

® |tisimportant to be very aware of the importance and the value of the company’s “brand”. Both as an
end product manufacturer and as a subcontractor.

® |tisimportant to focus on the design and constant development of new products. The companies must
constantly be thinking about the renewal and replacement of the selection.

44 Arbeit und Leben Bielefeld e.V. | IG Metall




® A good level of closeness to the customer and the opportunity to be service oriented are important factors.

The individual product must be able to be customized and tailored to specific requests and customer needs.

m  Constant focus on new technology is also important. It is really a matter of constantly having the most
modern and efficient production machinery in the company.

®  Focus on internal working procedures, either in the administration, production or both places.
Use of the production method Lean Production.

®  Awareness of the employees’ resources and value to the company and delegation of responsibilities to t
he employees.

®  Emphasis on logistics and quick and safe delivery as one of the parameters for producing in Denmark.

®  Buying and/or outsourcing of production are typically done in connection with the focus on core areas,
so you let others produce the things you are not so good at producing.

= Employing highly educated labour to create innovation, new thinking and methodology, especially in
small and medium-sized companies.

® Focus on continuing education and skill development for the good of both the company and the employee.
m  Make use of the information centres for help working on innovation and skill development.

®  Putting together a professional board of directors to bring expertise and management competency to
the company network, as well as structure the development potential.

Sources:

BAT-kartellet and Trade Union of the wood-, industry- and building workers (TIB), Against all odds - An analysis of the structural

challenges in the wood and furniture industry in Denmark, Copenhagen, Marz 2008

Danish Chamber of Commerce/ The Danish Import Promotion Programme (DIPP), A Survey of the Market for Furniture in Denmark,

Copenhagen, December 2007
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E=N Trade Union of the wood-, industry- and building
workers (TIB)
®TIB

- bedre lan og job In the period from 1870-1890 became many of the trade unions who today
make up TIB created. TIB is the result of a large number of merging of trade
unions within wood-, the industry- and the building business. TIB was crea-
ted on January 1st 1997. In the mean time has also a row of smaller organization come into the family, so
that TIB today organizes 32 different trades. About 68.000 joiners, carpenters, floor-layers, wood industry
workers, sawmill workers, glaziers and others are unionised in the Wood Industry and Building Workers
Union in Denmark.

Collective bargaining. TIB uses strength on it, members think, the most important thing are, that is pay-
and working conditions, working environment and education. Collective bargaining is one of the trade
unions’ most important tasks. It is a means of ensuring that workers receive an equitable share of the na-
tional product. Collective bargaining, however, is intended to be more than just an instrument with which
to improve workers’ material standard of living; its purpose is also to enhance the social position of wor-
kers and to protect their health. The humanization of working conditions has, therefore, long been part of
TIBs collective bargaining policy. Moreover, collective agreements must ensure that workers are protected
against arbitrary decisions by employers as well as the negative effects of changes in technology.

TIBs visions. The organizational vision is for instance to strengthen the collective community and to de-
velop agreements and wages systems, which are in agreement with the contemporary work-organization
and day-to-day life with the members. The political vision is for instance to influence the political deve-
lopment, so fundamental assets, social justice and respect for the individual human being’s right to safety
is secured. The global vision is for instance to co-operate to that fundamental wage earner rights, other
rights and conventions, which are agreed on by the UN and ILO, are respected in all countries.

Cooperation TIB is a member of LO - The Danish Confederation of Trade Unions, - and TIB’s head union

sits in LO’s daily management. TIB also co-operates with other organizations, trade unions and cartels and
is represented on decision-making committees on both national and international level.
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The wood/furniture industry in Germany

(from sector report of Germany - presented by Arbeit und Leben Bielefeld and IG Metall)

Germany is the second largest producer of furniture and the biggest internal furniture market in Europe, but
no other European country imports more furniture than Germany. The import quota increases continuous
over the last years and reached 7,4 billion Euro in 2007. The European market is very import for the German
furniture and wood sector, because about 80% of the exports are for other European countries. Since the
turn of millennium is the branch suffering from a deep structural and adjustment. Internal factors like lacks
of investments and innovations of the companies getting worse, because of external factors like decrease
of furniture consumption based on decreasing wages and raising living costs and the increasing pressure of
imports from abroad and especially from Asia.

In the last 7 years % of the employments in the wood and furniture sector get lost as a consequence of down
periods, fusions and displacement. The outline data of the branch about production, turnover and exports
from the last quarter 2008 are signing on that the “special boom 2006/2007" did not introduce a sustainable
growing trend. The global recession may have new negative effects in 2009 for the development of employ-
ment and location in Germany.

Structure of the branch

The wood und furniture sector in Germany is based on five columns. The industry of furniture with about 60% is
the biggest sub sector, followed by the wood-based panel industry, building elements and construction and the
further sub-sectors of wood manufacturing.

Building el t Other wood-
uficing elements Fig. 1 Wood/furniture - Structure of the

(4,65) production
12% / (1,18) branch 2007 (share of turnover / million Euro, %)
3%

Veneer/wood

based panels
(559
15%

Furniture industry
Sawmilling and (22,01)
planing of wood 60%
(3,79)
10%
Source: IGM 2008

The whole branch counts 1.033 companies (with more than 50 employees) in 2007. From these 42% are wood-
processing companies. In these companies we can find 37% of the employees and 40% of the turnover. In 2007
products for 15,2 billion Euro were sold. For the whole branch the national industry, especially furniture produc-
tion, is still the most important market. In 2007 about 70% of the value came by these clients.
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Tab. 1 Sector data of the wood/furniture industry in Germany 2000-2007

Furniture 2000 2001 2002 2003 2004 2005 2006 2007
Number of companies 794 780 750 704 651 629 607 603
Employees 141.682 138.193 129.533 118.747 110.185 106.693 104.880 105.499
Production (million €)* 22.690 22.450 20.272 19.785 17.107 17.403 18.586 19.208
Turnover (million €) 21.303 21.064 19.014 18.119 18.392 19.460 20.793 22.009
Export (million €) 4.883,2 5.221,5 4.927,7 5.265,3 5.573,9 6.469,5 7.465,0
Import (million €) 6.680,0 6.706,7 6.867,6 6.722,4 6.809,0 7.315,0 7.563,8
Wood-processing 2000 2001 2002 2003 2004 2005 2006 2007
Number of companies 608 582 534 486 460 442 423 430
Employees 82.605 78.107 70.678 64.273 62.144 59.702 59.699 60.930
Turnover (million €) 13.549,4 12.872,8 12.469,6 11.923,8 12.599,1 12.756,2 14.256,6 15.201,1
Export (million €) 2.503,8 2.654,6 2.890,3 2.861,2 3.244,5 36174 3.988,2 4.697,5
Only companies with 50 and more employees * Excluding seats for cars, aircraft etc.

Source: Statistisches Bundesamt, IGM, HDH/VDM

58% of the branch’s companies are furniture companies with 63% of the employees and 60% part of the turno-
ver. After some years of stagnation, there was an increase in the turnover with a value of more than 20 Billion
Euro. The branch is producing durable goods like kitchen or sitting furniture and investments goods like office
furniture or shop equipment. The manufacturing of mattresses is a part of furniture manufacturing, too.

Mattresses Fig. 2 Furniture industry - Structure 2007
0,88 e
Other Furniture ( 4% ) (by segments, share of turnover / million Euro, %,
(5,98) \ Seating Furniture including seats for cars)
27%

(8,87)
/_ 40%

Kitchen furniture

(3,94) Office and store
18% furniture
(2,34)
Source: IGM 2008 11%

Data for the production groups from 2007: Seating furniture is the largest product group, valued at 8,87 billion
Euro, representing 40% from total business, following by other furniture/furniture parts (27%), kitchen furniture
(18%), office and store furniture (11%) and mattresses (4%).

Production

From 2000 to 2006 the production of the wood industry increased on average 2% per year, but the value de-
creases 2002 3,5% and 2003 4,5%. After that the turnover are increasing continuously with a new record of 15,2
billion Euro 2007. The biggest consumer with 50% is building industry, followed by the furniture industry with
about 30%

Germany is the second largest furniture producer in the EU, just behind Italy, and accounted for approximately
19% of all EU furniture production. The value of total furniture production in Germany was estimated to be 192
billion Euro in 2007 (furniture excluding seats for cars and aircraft). This is 3,3% ore than one year before, but
14,4% less than 2000 (22,4 bill. Euro). The production decreases from 2000 to 2004 with a low in 2004 (17,1 bill.
Euro). In the last four years the production increases. However Germany produced 2007 less furniture than seven
years before. The furniture production in Germany as a whole have decreased sharply over the ten-years-period
from 1997-2007.
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Stimulated by more ambitious demand from the domestic and exports markets, the German furniture industry
will re-focus on quality, (multi) functionality as well as on design, style and advanced technology. In the past few
years, the emphasis was more on saving costs in order to offer furniture at the lowest possible price.

There are many competitive pressures facing the German furniture industry, particularly from lower cost over-
seas competitors. Much production has already been outsourced to Eastern European neighbours such as
Poland. Future prospects are bright mainly thanks to increased exports to overseas countries such as the USA,
Japan, Switzerland, Russia and new markets such as China and India.

Regional locations

Furniture production is more concentrated than in most other EU countries. Production is located primarily in
three areas (North Rhine-Westphalia, Bavaria and Baden-Wirttemberg). In the east of North Rhine-Westphalia
there is a large cluster with the most important companies for kitchen and home living furniture. Well known
brands (Interliibke, Hiilsta, Cor) coming from this Westphalia region. Nearly 90% of kitchen furniture (SieMatic,
Poggenpohl, Nolte, Nobilia) capacity is located in the greater district Herford. After the fall of the wall in 1999
several “green field”-investments for wood-processing produktion in the so called “new Lander” were generated.
The consequence was that the German wood- processing industry (especially the production of wood based
panels) could enlarge the leading in Europe.

Companies and employment
The wood/ furniture branch is in a strong competition about locations, shares of sale und markets. This leads
into significant reorganization with shutdowns, displacement of production capacities and reduction of staff.

Furniture industr
v Fig. 4 Wood/furniture industry - Number of

Wood industr
A 780 750 y companies 2000-2007
7o 651 (50 and more employees)
629 607 603
608 582
> 486
460 - 423 430
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Source: Statistisches Bundesamt / IGM
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At the same time the market leaders fixed and enlarged their positions with fusions, relocation to (eastern-)
Europe countries and more exports. The statistical data for 2007 show that there are 1.033 companies (with more
than 50 employees) with 166.429 employees. Despite growth in production, the number of companies engaged
in production has fallen by 26,3% between 2000 and 2007. The loss of work places in the same period was 25,8%
- in totally 57.858.

In the end of 2007 there were just 60.930 employers in wood working. Compared to the previous year this is a
small grow of 2,1% . Compared to the employment level in 2000 the wood working sector lost 21.7000 employ-
ments. In this year there were 82.600 employees.

Furniture industry Wood industry Fig. 5 Wood/furniture industry - Development
of employment 2000-2007
138.193
129.533
118.747
110185 106693 104880  105.499
78.107
70.678
64273 62144 59702 50699 60930
2001 2002 2003 2004 2005 2006 2007

Source: Statistisches Bundesamt / IGM

The German furniture industry lost in the period from 2000 to 2006 about ¥4 of employment, too. In 2000 there
were 141.682 employments and seven years later just 105.499.

The wood and furniture industry is charactarised by small and middle enterprises. Table 2 shows that about 45%
of all companies are part of the furniture industry and about 68% of the companies in the wood working indus-
try have less than 50 employees (annotation: Since 2007 the statistical data exclude the companies with less
than 50 employees). A lot of furniture companies are family companies. The trend of changing these structures
in stock finances is not very distinct in the furniture industry. In the wood-based panel-industry the situation is
strange and there are some international concerns with headquarters in the interior and abroad.

Tab. 2 Structure of the wood/furniture industry by companies’size and employees (Sep. 2006)

Companies with ... to... more
e 1-49 50-99 100-249 250-499 500-999 than Total
1.000
Furniture industry
Companies 496 286 231 66 23 7 1.109
Employees 15.401 20.050 35.523 22.190 15.973 12427 121.564
Average number of employees 31 70 154 336 694 1.775 110
Wood industry
Companies 926 245 133 45 8 3 1.360
Employees 23.369 16.994 20.722 15.227 5.074 3432 84.818
Average number of employees 25 69 156 338 634 1.144 62

Source: Statistisches Bundesamt (36.1/FS 4, R 4.1.2)
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Standards

(Wood-processing) Based in the maximum value of productivity increasing of 10,9% in 2003, the productivity in
the following years till 2006 increased 4%. The income of the employees did not rise in the same way. In the pe-
riod 2004 to 2006 the salaries decreased averaged 1,4%. In 2007 the salaries could rise again. From 2002 to 2005
the unit labour costs sank every year averaged 5,2% und 2005 5,5%.

For the whole sector counts: After several years of wage sacrifice, the real income in both sub branches increased
a little for the first time in 2007: With about 2,9% in wood working and 2,8 % for the employees of the furniture
industry. So the downtrend in wages could be stopped for the first time.

Salary per hour Unit labour costs Productivity Fig. 6 Wood industry - Development of
109 )

unit labour costs - salary per hour - pro-
ductivity 2000 - 2007 (2000=100)

42 22 44

b ! 38

29 34
1,5 11
= 24
-4,2
6,1 -5,8 5.5
2003 2004 2005 2006 2007 2003 2004 2005 2006 2007 2003 2004 2005 2006 2007

Source: Statistisches Bundesamt / IGM

Based on cost advantages from sinking actual salaries and unpaid overtime the companies in the furniture sec-
tor had in the time from 2003 to 2006 significant productivity earnings with productivity gain (2006: + 5,1%) and
sinking unit labour costs (2006: - 5,9%).

The consequence of the reduction of employment and the unpaid overtime in many companies is an accelerati-
on of the trend of increasing added value per employee in the wood and furniture sector. The production value
per employee in the branch furniture increased from 129.544 Euro in 2000 to the maximum 163.111 Euro in
2007.The employees’ output is not just more productive, it is cheaper, too. Every year there are fewer employees,
who are doing more work. The working hours per employee in the wood working industry increase from 1.600
working hours per year in 2001 to 1.643 working hours in 2007 and in the furniture industry the working hours
increased in the same period from 1.488 to 1.552. Since 2005 the branch has 35 working hours per week, but
this regulation shows not the current situation, the working hours per week without overtime were 38,2 hours in
2005.
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The working hours are not the only problem: In the last years the wages of the employees are not bonded to
increasing of productivity and turnover. In the wood working industry the average hourly earnings sank in the
time from 2004-2006 4,1% and in the furniture industry 1,9% (based on the data of the statistical national federal
office).

The employees could not benefit from the boom in the branch in 2006/2007. We can notice the opposite:

The “labour indicators” like wages, working hours, number of employments and companies degraded, but the
“capital indicators” like productivity, turnover, unit labour costs and volume of work increases in some cases
more than 10%.

The development of the labour politics in the branch diverged: On the one hand we have economical success

and on the other hand the claim of social advances with higher wages, less burden of employment, less working
hours and safe employment.

Fig. 8 Furniture industry - Development of
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Total market size
In 2006 the wood-processing industry had a turnover of 17,5 billion Euro, which is an increase of about 1,5 billion

Euro compared to 2000. The wood working industry had 6,6% increase of turnover and so more than the furnitu-
re industry with 5,8%. 75% of this additional turnover in 2007 are a consequence of more exports. They increased

compared to 2006 18%.

TP Export Fig. 9 Wood industry — Turnover and export
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The German market is the largest EU market for furniture and valued at 22,2 billion Euro in 2006. The German
market is almost 50% larger than the next country, Italy. The growth in 2007 was the best performance for seven
years. Consumer expenditure on furniture has been particularly low in the past six years. As many consumers re-
gard furniture as a non-essential item, they postponed their purchase until better times. Furniture consumption
also suffered from increased expenditure on consumer electronics, computer and communication equipment.
According to the Economic Institute BBE, the share of furniture was 5.2% of total German consumer expenditure

in 2006. Overcapacity of imported furniture from Asia has led to intensified competition and an ongoing sales
drive of cheap furniture.

As the country’s economy has started to improve in 2006, sales of furniture picked up and, as before, consumers
regarded quality, functionality, material, financing, delivery, after sales service guarantee, colour and durabili-
ty more important than just the price. Another reason for the improvement in furniture sales was that people

bought furniture in 2006 before a proposed increase in the VAT rate from 16 to 19% that will influence prices in
2007.

Fig. 10 Furniture industry — Turnover, export
Turnover Export Import 19 urniture industry — Turnover, exp

and import 2000 - 2007 (million Euro)
21.064 g2

20.793
19.460
19.014 18119 18.392

6.680 6.707 6.868 6.722 6.809 7315 7.564
6.470 7.465

4.883 5222 4.928 5.265 5574 '

2001 2002 2003 2004 2005 2006 2007
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Future sales value estimates from Euromonitor indicate an annual average increase of 0.5% for furniture between
2006 and 2009. This positive forecast was before the breakout of the financial crisis and the now coming recessi-
on. The data of the third quarter 2008 for production, turnover and exports show that the national and European
environment is getting more difficult. This will lead into more structural adjustment, especially in the view of
work and employment.

Export and import of furniture

In 2007, Germany exported furniture valued at 7,47 billion Euro. This represented an increase in value of 53%
since 2001. Germany was the second largest exporter by value, after Italy, but the third largest by volume, also
after Poland, which was the leading volume exporter. Nearly 80% of German exports were intra-EU (thereof
63% to EU 15). The main destinations for exports in 2007 were: The Netherlands (969 million Euro), France (854),
Austria (745), Switzerland (725) and United Kingdom (601).

Fig. 11: Export/Import of furniture - TOP-5 countries 2007
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In terms of product groups, other furniture and furniture parts accounted for 39,3.% by value (2,94 billion Euro).
The next largest group of exports was seating furniture, which accounted for 31,4% of all exports (2,35 billion
Euro) Kitchen furniture represented 18,4% and office furniture 8,3% of all exports (1,38 billion and 620 million
Euro).

In 2007, Germany imported furniture valued at 7,56 billion Euro. This accounted for nearly 22% of all EU imports
in this year. The import value represented an increase of 13% since 2001 from 6,68 billion Euro. Germany was
the largest importer of furniture in Europe. Based on a high level imports grow more less then exports. There is a
chance, that the German trade balance with furniture will be adjusted in 2008.

Product group EXPORT IMPORT
2007 Share 2007 2007 Share 2007  Tab 3 Furniture industry - Structure of exports/
dilfemn % e o  imports 2007 (by segments/million Euro)

Seating Furniture 2.350 31,4% 4.150 54,9%

Office and store 620 8,3% 200 2,6%

furniture

Kitchen furniture 1.380 18,4% 80 1,1%

Other Furniture 2.940 39,3% 2.940 38,9%

Mattresses 190 2,5% 190 2,5%

Total 7.480 100,0% 7.560 100,0%

Source: HDM/VDM
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Poland was the largest supplier (21%), with supplies valued at 1.6 billion Euro. The next largest supplier was
China (12% or 896 million Euro). The following suppliers to Germany were Italy (10% or 744 million Euro), the
Czech Republic (7% or 503 million Euro) and Austria (6% or 436 million Euro). The share of supplies by develo-
ping countries was increasing sharply. Supplies from China, the leading developing country supplier have incre-
ased by 324% over the period from 2002 (277 million Euro) to 2007 ( 896 million Euro). Meanwhile, supplies from
other Asian countries in particular from Indonesia, Vietnam, Taiwan and Thailand are also growing up.

Factors of success for future developments of the branch

Fast implementation of market trends in products for the target groups. In face of the difficult overall
situation there is potential to grow for the companies, which find trends early and which can implements
these feast und flexible in new products. Such trends result from functionality, living style, comfort and
material. Important starting points develop from demographic development like the growing importance

of seniors. Even though there are enough demographic data and information about the consumer behaviour,
the implementation in fitting products and services is not optimal. There is a need of more “concepts for
solutions’, which are specialised to different target groups (children, singles, young families, seniors) and
motivational structures (to feel comfortable, to be mobile, to keep well and fit, to behave ecological).

Service and orientation in consumers need are getting more important. For the future of the wood and
furniture industry it is very important to improve service and customer focus especially in the sectors
lexibility of the delivery masses, electronic data interchange and just in time supply and individual wishes.
The growing complexity of many products raises the need of counselling and service. Strengthening of
customer service and product related additional services are important factors of success for the furniture
industry. Modern information and communication techniques give the producer the possibility to commu-
nicate with the costumers and to offer services over long distances. This reduces time of waiting

(e.g. changes, reclamation and product defects) and fastens the service for the clients.

Export orientation and internationalisation bring new challenges. In the last years the internationalisation
of the wood and furniture industry increases. In the last years the export quota raised considerable.

The consequence is that the exports were the “engines of growing”in the last year and they were responsible
for the grow of turnover in the branch. However Germany is with an export quota of less than 30% in the
lower third of all European countries.

A basic characteristic of the branch wood/furniture is the deep linkage with the development on the
European markets. 80% of all export from Germany go into EU-countries. The importance of the new
members, which became members of the European Union 2004/2007, is growing. In consequence of the
forecast increase in these national economies, these countries will be important export countries for German
furniture. Contrary counts that the Eastern Europe members have a strong orientation to the EU, too.
Especially imports from Poland, Romania and the Czech republic should have big potential to grow in future.
Therefore it is necessary to point out own strengths and to look for the competition in other areas. This
means for the furniture sector at first to carry out the quality competition in the internal market and to
improve the export orientation especially on the non-Europe markets like USA, Russia, Asia, the Gulf-region,
and South and middle America.

Investments and innovations are key factors for the future development of the branch. The mentioned
trends are showing the necessity of permanent innovations, which are improving the central competences.
The wood and furniture sector is not strong enough in innovation. Both sub branches are on the bottom of
activities of innovation of all German industries. The now necessary innovations are very important for
activation of the following factors: Well educated and qualified staffs, intelligent organisation of work,
improvement of production standards, quality, design, research and development
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Strengths

High level of manufacturing technique and flexibility of the production
Technologic know-how

Potential of staffs and qualifications (qualified permanent staffs)

Costumer focus and marketability

Accepted performance features (quality, design and service)

Diversified products

Powerful branch environment from sub-contractor to the wood working industry
Fixing of “Made in Germany” in the European internal market

Regional wood / furniture cluster

Weaknesses

» Structures of turnover and market power of the trade (low potential to achieve prices)

» Overcapacities in all parts of furniture production

> Strong price battle and crowding out

» Competitiveness instead of cooperation

> Low profit margin

> Low equity base

» Cash-out and financial problems

> Strategies for cost reduction instead of competition in innovation and products

> The reduction of staffs over years leads into loss of qualification, know-how and potential
» Lack of human resource management and long-lasting orientation

> Investment backlog based on inadequate new and compensation investments

> “Traditional” export failing — international (non-European) market areas are not opened up

vyvyyvyy

(especially for SME)

Low level innovation expenditures, decreasing power of innovation

Little specialised research, cooperation and no adequate transfer of knowledge
No common strategy for the whole branch- reacting, but no acting

Inadequate contacts to the end costumer

Chances

Strategic orientation of the company (in the direction of leading in quality and niche markets)
Repositioning on the global market, better involvement of foreign (non-European) markets
Human resource development, education and qualification

Tighter connection of production and service

Cooperation of companies (vertical and horizontal)

Kooperationen von Unternehmen (vertikal und horizontal)

Reorganisation of the own distribution, own marketing and future turnover concepts

Higher internal potential of processes (secure of quality, efficiency of resources and energy,
labour participation)

Risks

>

vy

vyVVYyVYyYYVvYyy

Growing import pressure from Asia/China (increasing for the products with middle and higher
level, too)

Plagiarism, ,stealing” of brands and imitates

Decreasing attractivity of the branch for qualified staffs/engineers/trainees

Consequences from the current financial crisis like problems with new credits and readiness for
investments of the companies

Restrictiveness of the competiveness with more costs reductions (staffs, wages, working hours)
Relocation of production to Eastern Europe/Asia (above all parts and upholster,...)

Fixing lack of consumption on the internal market and the European market

Growing market powers of the business compared to the producers

Loss of advances in production, quality and innovation in the global market
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The strategic adjustment is decisive for the long lasting success of the branch. In the last years the
companies had defensive strategies, which the aim to raise the efficiency, rationality and reduction of costs.
This fulfils not the current economical requirements. An innovative reorganization of the branch is necessary.
But just innovations in products and processes is not adequate, there is a need of changes in the administra-
tive processes and organisation. It is necessary to improve the implementation of concepts and products
even faster than some years ago to offer innovative solutions on the market. The process can just be success-
ful if all employees are joining the process. The basic have to be an according “company culture’, which
supports innovation with the creation of qualification

Deficits in education and qualification have to be deleted. The structural changes in the branch especially
the shortening of life circles of technologies, development and products increase the need qualifications of
the staffs on all areas. Human resource development, also in form of qualified trainings is an essential
strategic factor for success. This connection is not considered adequate. The qualification and motivation of
the employees is in times of changes of structures a key factor. The change to a knowledge-based informati-
on society leads into a need of qualification of the employees and the readiness to long life learning.

The ability of usage of the newest information and communication techniques is in information society the
essential condition for the effective usage of the production factor information.

Leading and management quality are requested. The branch wood/furniture needs improved management
and leading quality in the companies. The furniture industry lost in the last years large consumer and market
parts to other branches, especially to the car, leisure and health economy. It counts to get these consume
parts back. Strategies of reducing costs and prices are the wrong way. The increase of innovation ability,

the development of new products and their intelligent marketing have to come to the fore, which makes

the work of high qualified, experienced and with the branch “connected” managers necessary.

Changes through cooperation. The structural changes in the wood and furniture industry forced to
considerable investments on research and development, manufacturing techniques, logistics and
distribution. Small and middle enterprises often have big difficulties to manage these investments on their
own. Promising strategies for the SMEs can be to secure economies of scale with cooperation of the
companies. The necessary concentration of companies on their key competences as a result of the structural
changes and the reorder of the value added chain make cooperation more important. Cooperation between
different companies and not just between research centres and universities is necessary to make premium
products and to develop quality. This approach requires that the competitiveness between the companies
stops in favour of cooperation.

Sources:
Arbeit und Leben Bielefeld e.V./ IG Metall, Sector analysis about trends and challenges in the wood/furniture industry, Bielefeld/Frankfurt
Marz 2008

Statistisches Bundesamt, VDM/HDH, CBI Market Survey: The domestic furniture market in Germany (Nov. 2007)
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Metal Workers’ Union (IGM)

The IG Metall represents about 2,5 millions of employees from different branches
and sectors: Metal manufacturing, textile and clothing industry, wood and plas-
tics industry, information and communication industry. This should improve the
involvement of labour interests in companies, economy and society. Two fusions,
in 1998 with the trade union textile and clothing (GTB) and in 2000 with the trade
union of wood and plastics (GHK), strengthened the union assertiveness. The name “IG-Metall” stayed. The
former members of the GTB and the GHK are equate to the other IG-Metall members. The sector wood,
furniture and plastics has more than 70.000 members.

The IGM stands for a successful union representation. This shows the development in the last years
and decades:

Higher wages

Less working hours

More vacation

More social security

More free space

Our history shows that there was always a long fight before improvements for employees like reduction
of working hours, more vacation and higher wages were achieved. Sometimes strikes were parts of this
fight. At that time and today counts that the IG Metall is just as strong as the members make it strong.

To secure and improve the income

To reduce the working hours and to arrange them better in the interests of the employees
To make the work better and more sage

To create and to receive employment

To support the qualification

Collective agreements, which are up to date, have to fulfil new organisation of work and production and
the expectations of the employees, too. Today the most people expect more than just earning money.
They wish to have a meaningful work, which does not burden their health and the environment too
much. They want to be involved in decisions and they want to have more free space and more self-
determination in all-day life. The IG Metal is working on new collective agreements, which consider the
mentioned developments and expectations.

The IG Metall is member of the German federation of trade grouod (DGB), the Europen federation
(EFBH/EMB/EGV-TBL) and the international organisations of the wood (BHI), textile (ITBALV) und the
metal workers (IMB).
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The wood-furniture sector in Italy I I

(from sector report of Italy — presented by FILCA-CISL)

The wood-furniture/home furnishings system is very important in Italy. The percentage of wood industry
(wood processing and furniture) in the frame of the manufacturing sector at the end of 2007 is 13,83% from
the companies and 8,14% from total employment. In total, 2007 more than 74,000 enterprises worked in the
Italian wood and furniture industry, which employed around 383,000 staff members. In 2005, goods with a
value of 37 Billion Euros were produced - this is equally to 5.1% of the total production of the Italian indus-
trial sector. The wood and furniture sector has an important position within the Italian industrial structure:
In relation to the number of companies, the sector is only second place in the numbers of employment after
the metalwork’s sector; measured on the total employment, it is the sixth largest industrial branch.

The furniture industry is the most important and well known sub sector. In 2007 again Italy is the leading fur-
niture country in Europe - according to production volume as well as in export. In the world, Italy is on third
place at furniture production and on second place on furniture export.

Structure of the branch

60% of the companies are active in the wood sector, but are only employing 47% of the sector’s workers and
produce 44% of the branch’s total turnover. In 2007, goods with a value of 16,2 billion Euro were turned over. The
wood sector has traditionally a negative trade balance and is therefore one of the few Italian sectors which are
dependant from foreign trade. In 2007, wood and wooden goods valuing 4.8 billion Euro were imported in con-
trary to 1.7 billion Euro in exports. Only 40% of all companies are part of the furniture sector, but they contribute
66% of the total turnover of the branch. After several years of relative stagnation, the turnover in the furniture
sector crossed the 20 billion Euro margin in 2007.

Related to the different product groups, the following picture is mapped out: Other furniture is the largest
product group, valued at 8,705 mIn Euro, representing 45,5% from total business. The other product groups have
shown little relative movement, apart from an increase in office furniture (1,502 min. Euro), kitchen furniture
(2,959 min. Euro) and furniture parts/seating parts (3,733 min. Euro). Upholstered furniture is valued at 2,862
min. Euro and increased 2,2% from 2,925 min. Euro in 2006.

Furniture parts and Office furniture Fig. 1 Furniture production by product

seating parts 7% Upholstered group 2007 (share from turnover)

18% / furniture
14%

Kitchen furniture

Other furniture 15%

46%

Source: FILCA-CISL 2008

The furniture production of Italy is bigger then the need of national consumption. Since 1995 the consumption
from national production decreased from 95% to 86% while the share of imports increased 9%. Nowadays nearly
45% from total production are for Export. Italy produces every type of furniture and home furnishings in a range
of incomparable solutions and products. The production specialization in which Italy excels are principally 4:
upholstered and unupholstered furniture (sofas, armchairs, chairs etc.); office furniture; kitchens; house furnitu-
re (bedrooms, living rooms). The production specialization is almost always connected to a district: kitchens in
Pesaro and Treviso, apholstered furniture in Bari-Matera, house and office furniture in Brianza and Treviso-Porde-
none.
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Tab 1. Sector data of the wood/furniture industry in Italy

Furniture industry 2000 2001 2002 2003 2004 2005 2006 2007
'c\':nr:‘::r:izz 34671 32793 32.163 31312 30.958 30712 30.000 30.000
Employees 205.403 204.984 207.208 211.068 208.424 204.637 204.500 204.500
Turnover (million €) 19.096 19.629 19.477 18.737 19.340 19.031 19.507 20302
Export (million €) 8.871 9.175 8.983 8.419 8563 8304 8.487 9.094
Import (million €) 933 960 978 1027 1.205 1367 1567 1754
Wood-processing 2000 2001 2002 2003 2004 2005 2006 2007
L\t‘r?;:rzl‘e’z 50.007 49.705 47818 47.857 46.397 44937 44010 44010
Employees 193.663 183.925 179.261 179.799 179.440 178.184 178.666 178.666
Turnover (million €) 15.295 15.473 14.901 14767 15.269 14674 15.260 16.152
Export (million €) 1526 1.490 1.449 1350 1.395 1342 1.492 1.660
Import (million €) 3.955 3712 3.778 3.820 3.931 3.907 4414 4780

Source: FILCA-CISL 2008

Italy is the biggest furniture producer in the EU, close followed by Germany, and well ahead of the next countries,
Spain and France. Italy accounts for approximately 20% of all EU furniture production. Furniture production has
been increasing slowly again since a low point in 2005. This was primarily due to a fall in exports to the USA,
which is Italy’s most important customer. As the USA has moved out of recession, the Italian furniture production
has also been growing again. As the furniture industry has always been outward looking because of the empha-
sis on exports, they have also been outsourcing much work to lower cost economies, particularly Eastern Europe.
There are many Italian manufacturers now located in Romania in particular, but also in countries such as Poland,
Slovenia and the Czech Republic.

Brand protection and imitations

“Our largest problem in competition is China. But not because of the salary costs. Our producers have nowa-
days relocated their production into the most different parts of the world and therefore do not fear the Chine-
se concurrence, which is most often located in the mediocre to low price segments. The problem is the lack of
respect of Chinese producers for the intellectual property. It is the non-attending of the rules which complicate

the competition,’ criticises the branch chamber president Snaidero on the annual assembly 2006. ng 2006.
(Source: Federal Agency for Foreign Trade (Bfai/Germany) 07/12/2006

Wood industry

The Italian wood production is limited through special ownership relations, specific geographic requirements
and the little economic value of certain domestic kinds of wood. With 0.2 hectares per capita, Italy has the lowest
forested area of all southern European countries. The gain from lumbering was relatively stable at approx. 9
Million m* in the last years. The Italian wood production is heavily concentrated; 75% of the wood derives from
Northern Italy (Alps, Northern Apennines), 10% from central Italy and 15% from Southern Italy.

An important fact of the wood sector is the very elevated levels of the import of primary materials. Italy has

a territory that is little suited to forestation (in addition the many forestation plans have almost all failed also
because the typical Italian coppice is owned by small proprietors), therefore, the companies inserted in the
“initial manufacturing phase” have to reluctantly supply themselves on the foreign market from countries rich in
primary material. Some leading companies, especially in the panels division, have attempted to rid themselves
of this delicate problem (high costs, difficulty in procuring primary materials in certain times of the year, imports
in dumping conducted by some operators, strong competition for the use of biomass for the purpose of energy,
difficulty in commercial relationships with some countries- particularly with the Burma Regime) relocating some
production to countries rich in primary materials or acquiring the right to use some forests.

It needs to be mentioned that many of these initiatives have failed due to the high costs of investment (this is

the case concerning the Frati in Ungheria Group) or the political instability of some countries (this the case regar-
ding the various Italian investments in Africa).
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Companies’ structure

The wood-furniture sector is formed by a myriad of small and very small companies. These limited company
sizes represent a speciality of the Italian production system which is characterized on the one hand through

big industrial areas and on the other hand through a strong presence of small and micro enterprises. In 2006

the wood/furniture sector accounted more than 74.000 companies. Compared with 2006 more than 10.000
companies are retired. The wood-furniture-system is quite fragmented and in fact in the sector accounts for
approximately 200.000 employees belonging to handcraft companies (with or without employees) the majority
of whom work on “behalf of a third party” for larger industrial companies. Although the industry is maintaining
its production value in the face of significant overseas competition, there is a gradual reduction in the number of
companies and employees in the sector, as the surviving companies become more efficient.

=g Furniture industry ==@= Wood industry Fig. 2 Wood/furniture industry - Development
of companies 2000-2007
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Source: FILCA-CISL 2008

Most companies are small-sized, but they tend to be organised in productive territorial systems. 95% of compa-
nies employ less than five people. The main Italian regions renowned for furniture production are located in the
North of the country and are Veneto, Lombardy and Friuli Venezia Giulia.

Approximately 45% of all companies engaged in production are involved in exporting. The remainder concentra-
te on the local market. In the Italian furniture industry, there are two types of companies: (1) Design-based com-
panies, which base their business strategy on differentiation, high brand values and being trend setter and (2)
Market oriented companies that base their strategy on high volumes, medium quality and product marketing.

Tab. 2 Structure of furniture industry (number of companies by segments)

Segment 2000 2005 og};ggg Szhg(;g

abs. abs. % %
Seating Furniture 10.715 9.385 -12,4% 30,6%
Office and store furniture 2317 3.441 48,5% 11,2%
Kitchen furniture 981 894 -8,9% 2,9%
Other Furniture 18.512 16.076 -13,2% 52,3%
Mattresses 1.110 916 -17,5% 3,0%
Total 33.635 30.712 -8,7% 100,0%

Source: FILCA-CISL 2008

The fragmented production structure counts without doubt to one of the drawbacks of the sector. In the last
years, a growing process of concentration was recognizable. More and more private equity societies invest in the
furniture industry, participate in several firms and at least try to unite the back office (electronic data), marketing
and supply initiatives. The two best examples for this are the private equity society “Chame”, that purchased
several enterprises (Poltrona Frau, Cappellini and Thonet).
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Main and interesting players (2006)
There are a number of manufacturers that produce a wide range of furniture types and styles, but increasingly
manufacturers are specialising in particular market sectors or styles:

®  Natuzzi is Italy’s largest furniture manufacturer with over 8.000 employees, particularly renowned for
upholstered seating (employees: 8.133; business volume: 988 million Euro; export account: 89,50%)

= Snaidero Group is one of the leading producers of kitchen furniture in Europe and concentrates on the
middle and top segments of the market (employees: 1.500; business volume: 312,7 million Euro; export
account: 66%)

m  Poltrona Frau is one of Italy’s leading brand for upholstered furniture (employees: 1.060; business volume:
345,5 million Euro; export account: 40%)

m  Chateau d'Ax is the second big producer of upholstered furniture (employees: 1.000; business volume:
309,4 million Euro; export account: 70%)

= Nicoletti is another one of the most important Italian companies producing and selling high-quality
upholstered furniture such as sofas and armchairs

m Scavolini is Italy’s leading kitchen brand (employees: 534; business volume: 232,4 million Euro;
export account: 14%)

®  Molteni has total control of its production, from the choice of materials to the final design. It has separate
operations for home furnishings and office furniture (employees: 800; business volume: 263,8 million Euro;
export account: 55%)

= Doimo International Group is a market leader in home and office furniture (business volume:
465 million Euro)

m  Calligaris is a market leader in home furniture (chairs and tables / employees: 650; business volume:
209,2 million Euro; export account: 55%)

= B&B Italia is a recognised leader in modern interior decoration (home furniture). Based near Como,
their success has been in being able to anticipate trends (employees: 508; business volume: 191 million Euro;
export account: 66%)

m  Lube cucina is a well known brand of kitchen furniture (employees: 470; business volume: 163,6 million Euro;)

Development of employment

The number of employees from wood industry (including furniture) in 2000 was nearly 400.000 and in 2006

it was 383.000, the decrease being 17.000 employees. In the manufactures of furniture the employment was
205.403 in 2000 and six years later it was 204.500. According to the wood sector there was a loss of employment
of 15.000 jobs from 193.663 to 178.666 in the reviewed period from 2000 to 2006.

=@~ Furniture industry ==de=Wood industry  Fig. 3 Wood/furniture industry -
Development of employment 2000-2007
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Source: FILCA-CISL 2008
These districts have created, particularly for the furniture sector divisions, a production specialization that has

brought with it great innovations (in product, process and market) grafted on the traditional competence and
the brilliance of “Italian design”.
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Regional locations

The Italian furniture industry is concentrated in regional cluster. There are many of these districts, but the most
important ones are: the Brianza of Como and Milan (it is the oldest district placed in the Lombardia to the north
of Milan) with approximately 30,000 employees, Treviso and Pordenone (straddling the regions of Veneto and
Friuli V.G.) with approximately 35,000 employees, the district of the seat of Udine (in Friuli V.G. where over 50% of
the of the seats in Europe are produced) with approximately 10,000 employees, the district of traditional furnitu-
re in the Veronese lowland (in Veneto) with approximately 10.000 employees, the wood district in the Mantovan
lowland (in Lombardia between Mantova and Cremona where amongst the largest producers of panels have
their headquarters) with over 7,000 employees, the furniture district of Pesaro (in the Marche region, specializing
in the kitchen and unfinished products divisions) with approximately 10,000 employees, the Tuscan system area
(that extends across Florence, Pisa, Pistoia and Siena) with approximately 15,000 employees, the so called living
room district (quite recently formed, that extends across Matera in the Basilicata region and Bari in Puglia) with
approximately 15,000 employees.

These districts have created, particularly for the furniture sector divisions, a production specialization that has
brought with it great innovations (in product, process and market) grafted on the traditional competence and
the brilliance of “Italian design”.

Change Share
Product group 2000 2005 5605/2000 2005 Tab. 3 Structure of the Italian furniture
ek e i i industry (by employees and product groups)
Seating Furniture 60.778 58.918 -3,1% 28,8%
Office and store furniture 34.161 38.057 11,4% 18,6%
Kitchen furniture 13.442 14.789 10,0% 7,2%
Other Furniture 91.614 87.211 -4,8% 42,6%
Mattresses 5.408 5.662 4,7% 2,8%
Total 205.403 204.637 -0,4% 100,0%

Source: FILCA-CISL 2008

It is important to remember that in an Italian district, even in the presence of thousands of companies, 20/25
medium to large companies produce, in general, more than half of the sales proceeds of the entire area. This me-
ans that many small and very small companies work according to the “just in time” system in relation to work on
behalf of a third party and in the sub-supply for larger, more structured companies. It is as if the district becomes
a large factory with diffused functions (marketing, design, product engineering, technological transfer, commer-
cialisation, etc...) and production specialization that reconstructs the entire chain.

Investments

After a several year stagnation of investments, the Italian sector companies started to renew their equipment
since 2007. New impulses come mostly from the furniture districts, which have renewed their structure and busi-
ness model with a partial relocation of the production in the last three years. According industrial districts exist
among others in Manzano-Udine (chairs), Verona (antiquity furniture), Brianza near Milan (living room furniture)
Pesaro (kitchen furniture) etc.

More and more private equity enterprises are interested in the furniture sector. Apart from two extraordinary
examples, the luxury furniture producer Poltrona Frau, which is partly controlled by the fund society Charme and
the furniture giant B&B (Bulgari), ten additional Italian furniture companies have changed their ownership within
one year. The fund society L-Capital , which is controlled by the French luxury company LVMH, purchased 40%

of the design furniture constructer Calligaris in Udine. The funds society Synergo Sr participated in the window
and doorframe company Arquati, Principe Srl purchased parts of Ares Line and MPS Venture participated in Segis
Spa.
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Foreign Trade Relations: Wood industry

In the production group ,wood and wood products, Italy presents a negative trade balance for several years.

In 2007, the negative saldo came up to 3.1 billion Euro. The imports come to 72% from Europe; on first place is
Austria with a share of 26%, followed by Germany with 11.4% and France with 5.7%, as well as the US, Romania
and Croatia.

Italy imports mostly cut timber and round wood, which together come of a share of 50% of all imports. Since
several years, a trend to the import of wooden goods with a higher degree of processing is showing, which em-
phasizes the low capacities for the processing of the raw material in Italy. This means that the import of timber
and round wood is decreasing while finished products become more important, like plywood and block boards.
After the United Kingdom, Italy is the second most important importer of wood in Europe.
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The wood export has been very stable, shifting between 1,5 and 1,7 billion Euro throughout the time period,
while wood import increased from 3,9 billion Euro in 2000 to 4,8 billion € in 2007. The Italian wood exports go as
well mostly to other European countries (77%). The major importers are Germany, France and the United States.
Italy supplies mostly parquet, as well as plywood, veneer sheets and sawn wood.

Furniture industry

The first characteristic that hits the eye is the data regarding exports on the total value of production. Almost half
of the production is exported and in fact until 2005 Italy was the first exporter of furniture in the world, overta-
ken in that year by China. In 2007, the wood and furniture industry exports amounted to 10,7 billion Euro, an
increase from only 3,4% within seven years. In the same period the total business volume has grown from 34,7
billion Euro to 36,5 billion Euro. According to the furniture market there is relatively stagnation by the exports
about the reviewed period with falling exports in 2003 and 2005. In 2007 export value climbed again over 20
billion Euro - reaching the best performance since 2001. Otherwise the furniture import is slow - but they have
nearly doubled since 2000.

It should be mentioned that Italy, even maintaining a quota on the world export of furniture equivalent to 12.7,
(China leapt to 16.8 and continues to grow) progressively loses competitiveness precisely due to the continuing
expansion of the world market that rewards especially the countries of emerging manufacturers and exporters
(Italy is, in any case, third in the among the furniture producers, after China and the United States).
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In 2007, Italy exported furniture valued at 20,3 billion Euro. This represented a decrease in value of 2,5% since
2000. In terms of product groups, upholstered furniture represented 20% of all exports (1.847 mIn. Euro), kitchen
furniture 8% (687 mln. Euro) and office furniture 7% (647 min. Euro). The biggest group of exports was “other
furniture”, which accounted for 44% by value (3,97 billion Euro). Export account from furniture/seating parts was
21% (1,95 billion Euro).

The countries Italy predominantly exports to are: France (14.6%) the United Kingdom (13:1%), Germany (11.8%),
the United States (10:8%), and Russia (6.2%). The rest of the world contributes with the remaining 43.5%.

Fig. 6 Furniture industry - Export / Import by product groups 2007
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Imports of furniture

In 2007, Italy imported furniture valued at 1,75 billion Euro. This represented an increase in value of 88% since
2000 from 933 million Euro. Import values are five times less than export volume. In 2007 Italy was the seventh
largest importer of domestic furniture by value in Europe, after Germany, the UK, France, Belgium, The Nether-
lands and Spain. In terms of product groups, other furniture/furniture and seating parts represented 81% of all
imports (1.435 min. Euro). Imports of upholstered furniture increased rapidly — from 60 million Euro in 2006 to
206 million Euro in 2007 (+ 243%).
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Tab. 4 TOP-5 countries for furniture export / import 2006/2007 (million Euro/ share in %)

Country 2006 2007 o oc;};gg: 52":(;; Country 2006 Szhoa(;z
Mio. € Mio. € % % Mio. € %
EXPORT IMPORT
France 1.239,1 1.327,7 7,2% 14,6% China 2774 17,7%
United Kingdom 1.052,4 1.191,3 13,2% 13,1% Germany 195,9 12,5%
Germany 950,5 1.073,1 12,9% 11,8% Austria 163,0 10,4%
USA 755,3 982,2 30,0% 10,8% Romania 122,2 7,8%
Russia 619,6 563,8 -9,0% 6,2% Switzerland 90,9 5,8%
TOP 5 4.616,9 5.138,1 11,3% 56,5% TOP 5 849,3 54,2%
Others 3.870,1 3.9559 2,2% 43,5% Others 717,7 45,8%
Total 8.487,0 9.094,0 7,2% 100,0% Total 1.567,0 100,0%

Source: CISL 15.11.2007

According to 2006 around 32% of Italian imports by value (468 million Euro) came from developing countries.
China was the largest supplier (17,7% of total value imports). The next largest supplier was Germany (12,5% of
total value imports). The next two largest suppliers to Italy were Austria and Romania.

Supplies from China, the leading developing country supplier have increased by an annual average of 28% over
the period 2000-2006 from 81 million to 277 million Euro. Meanwhile, supplies from Vietnam in particular were
growing up. According to the EU-countries Poland get a more and more stronger position on the Italian market.

Problems, Trends and challenges
Changes in the structure of the branch

® In the sector there is family- like entrepreneurship in force; there is, therefore, a scarce managerial ability
precisely because also in more structured companies the main functions are guided by members of the
same family. It, therefore occurs that when the interests of the company no longer coincide with the family/
proprietor (perhaps because the children or grandchildren would rather do something else) the company
does not often produce a managerial and dimensional leap and therefore closes down. Statistics say that a
large number of the small, family businesses in Italy do not arrive to the third generation.

m A system of small businesses is, therefore, under capitalised also because the revenue of the business goes
to making the proprietors wealthy rather than into the business itself. An irregular competition is therefore
formed among companies fiscally in order and those that evade taxes without qualms.

® In the design phase we need to consider that only the large companies are equipped with a specific “research
and development” capacity while Study Centres and Applied Research are only found in few districts and
often small businesses are not even able to have access to the institutes of design. In addition, the creativity
and the product engineering are not often very well co-ordinated.

®  The labour market has also modified. In the district professional capabilities and every type of flexibility
useful for the company were created. The most accentuated apportionment of work has produced a
professional set back.

m  Furthermore, the reduction in professional qualifications also impoverishes the pay slip and drives away
young people from the sector. If we consider that the women employed in the sector represent only 22%
(women are largely employed in administrative, commercial or marketing roles) it is clear that the sector
opens itself up to unqualified non European Union citizens.

® |nalmost all the major districts specific training schools are present but these are insufficient for the needs
of the companies and the universities are also not very connected in relation to higher-level training.

Paradoxically, therefore, the strengths of a system have become its weaknesses.
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®  There are also difficulties in export because, in general, only the larger, more structured companies are able
to continuously check the world markets. In the past it was sufficient for companies to participate in the
expos and trade fairs of the sector (especially in Milan and Colonia) in order to be able to collect orders for
6/7 months of production. Today, it is no longer like this, and a strong marketing operation requires high
investment for advertising and communication initiatives.

®  There are many problems to point out also in relation to the innovations dictated by the commercialisation
of the product in the general market. The dynamics of the district created, in the past, a national network of
very fragmented sales. We need only think of the fact that there are more than 20,000 furniture stores:
an enormous number compared to the large-scale retail trade organised in other countries. This has given
rise to higher costs for the production companies and also a non standard market (when the shop
unofficially “sells” to the final client and therefore asks the producer not to invoice).

= We have seen that the production decentralisation in the last ten years has greatly diminished. In fact many
companies have internally restored manufacturing phases that had previously been outsourced (for example
the varnishing and finishing touches lines that guarantee personalisation and added value to the final
product) and the chaotic phase of relocation for the sole purpose of reducing costs has been arrested.

What are the best developmental lines in order to guarantee a credible growth of the sector?

®  The development and growth of companies do not derive from unequivocal strategies (there is no single
model applicable to all);

m |tis possible to intelligently relocate, without diminishing the occupation (in fact, in some cases increasing it)
maintaining the “head” and the “heart” of the company in the Italian district of origin;

® |tis necessary to carefully safeguard all the phases of the production cycle (even in the case of outsourcing
and sub-supplies);

®  The internationalisation of companies are boosted both with careful trademark strategies with logistic and
commercial safeguards in new markets.

Some main perspectives and conclusions for the branch development for the next years

® [talian companies of the sector have to grow especially through internationalisation and export because
internal consumption are too influenced both by the availability of income and products at a low price.

®m  The companies’'system o the market alone cannot guarantee balanced development. A serious industrial
policy is needed which, unfortunately, in Italy is not very developed neither at the sector level nor at the
general level. The impression is that without an industrial policy, many companies risk leaving the market,
creating a decline also at the district of origin.

®  |ndustrial policies mean planning development (and the Unions also have to do their part) creating the
necessary conditions for growth.

As a consequence the Italian furniture sector have to face the following issues:

m  The district trends should be accurately monitored (both short-term fluctuations and structural changes)
promoting active policies ant the territorial level (safeguards for continuous professional training, centres
for the certification of products and processes, research and development organisations, the formation of
associations for the acquisition of primary materials and for the commercialisation of products etc.);

m  There is a need to favour the growth of small and medium sized businesses through opportune fiscal

policies (for example for mergers and takeovers) and with a better and less costly access to credit;
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®m We need to re-think the governance of companies with the introduction of greater managerial ability and
the separation of property and management;

m A greater defence of trademarks and intellectual property in general, introducing more stringent norms of
international worth and a guarantee to the end client of the traceability and certification of the product;

®  Companies need to be “accompanied”in the process of internationalisation;

m We need to fight against imports in “dumping’, helping the economic growth and above all the social and
trade union growth of less developed countries.

Source:

Italian Trade Union for workers in building and other industries (FILCA-CISL), National Report on the production, economic and trade union
structure in the wood and furniture sectors in Italy, Rom Marz 2008

Italian Trade Union for workers in building and other
industries (FILCA-CISL)

FILCA CISL is the Italian trade-union Federation, affiliated to CISL, that associates
and organises labourers in the following sectors: building, wood home fur-
nishings, cement, lime and plaster, stone and aggregates, bricks, and hand-ma-
nufactured cement articles. The Federation has, as of 31 December 2007, 276.704
labourers registered.

FILCA - FEDERAZIONE
ITALIANA LAVORATORI
COSTRUZIONI E AFFINI The Federation, apart from the natural task of defending workers and members

of their relative sectors, stipulates national collective contracts (4 for the building
sector, 3 for the wood furnishings sector, 3 for the stone and aggregates sector,2 for the bricks and hand-
manufactured articles sector and 1 for the cement, lime and plaster sector)and promotes and organises
additional negotiations in hundreds of companies and territorial levels (additional negotiations of the
national contract, in Italy, can be carried out at the company, or alternatively at the territorial level)

FILCA is a member of EFBWW the European Federation (Our Secretary General Domenico Pesenti, is cur-
rently the EFBWW President) and actively participates in all initiatives of a European nature pertaining to
the sectors under its jurisdiction.

FILCA is also a member of the international federation BWI. Both our story and our experience extend over
50 years.

The Italian Federation of Construction Workers and related professions began in February 1959 with the
1st National Congress of Salerno. In the new organisation the wood (FULLAV), building (FEDEREDILE), and
quarry (FILIE) sectors, having originated with CISL agreed to the construction of the Free Trade Unions and
came together, confederating.

The distinctive characteristics of FILCA and CISL, since the beginning, are the tendency to form associa-
tions (that reflect the importance of the member and the democracy in our organisation), the autonomy
(not only in relation to entrepreneurial components but also towards political parties), and the solidarity
(exerted especially in the defence of the weaker echelons of the Italian and International society).
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The wood/furniture sector in Romania

(from sector report of Romania - presented by FSLIL)

Position of wood/furniture sector in the Romanian economy. The percentage of wood industry (wood pro-
cessing and furniture) in the frame of Romanian processing industry, at the end of 2007 is: 10,3% from the
industrial production volume, 11% from the volume of industrial products export and 5% from the total of
import volume 11% from the number of hired people in industry. The furniture industry represents 3,5%
from our country’s industrial production, 4% from the exports volume, 0,7% from imports volume and 7%
from hired people number. The total volume of wood industry production in 2000 was 1,523 billion euro and
in 2007 was 4,620 billion euro, increasing with 3,0 times. In the world, Romania is on 27th place at furniture
production, place 22 on furniture export and 36th place on furniture import. Unlike a number of other EU
countries, the furniture industry in Romania is relatively strong with future-oriented opportunities in a gro-
wing domestic market.

Sub sectors and products

According to the production worth in 2006 (1.650 mlin. Euro) furniture production segmentation was as follows:
small furniture 21% or 363 million Euro; other furniture 20% or 328 million Euro; dining room furniture 21% or
361 million Euro; and bedroom furniture 13% or 206 million Euro. 76% of total furniture production in 2006 fall
upon these four segments.

Fig. 1 Structure of the Romanian furniture industry 2006 (share of production by product groups)
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The furniture production of Romania is bigger then the need of national consumption. Some 75% of the Roma-
nian furniture is exported, while its volume doubled over 2000 to 2007. Furniture production accounted for 3.5%
of the value of industrial production and 4.5% of the volume of industrial exports in 2004. Production volume
grew over 2000-2007 by 154%. According to forecast of development, until 2010, the furniture production
should grow 1.8 times on the domestic market, 1.15 times on the western markets and 6.3 times on the Russian
Federation market. However, because of a weak euro and strong local currency, the furniture sector, one of the
industries that previously lived on exports, is starting to look more favourably on the domestic market.
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Tab. 1 Sector data of the wood/furniture industry in Romania

Furniture industry 2000 2001 2002 2003 2004 2005 2006 2007
'c\':;“::r;zz 2.989 2.989 2.989 2.989 3.860 3.860 3.800 3.800
Employees 95.000 99.000 99.000 106.000 103.000 99.000 91.700 90.000
Production (million €) 717 850 1.089 1.096 1.280 1.462 1.650 1.820
Turnover (million €) 717 820 1.005 1110 1.390 1.590 1,650 1.890
Export (million €) 514 558 653 699 833 895 965 1133
Import (million €) 70 90 104 124 157 230 304 436
?Tr;’; ';iﬁ:’rg;’:)t"”tat 8 9 1 10 12 15 18 20
Wood industry 2000 2001 2002 2003 2004 2005 2006 2007
Employees 70.000 70.000 76.000 78.000 75.000 72.000 61.600 60.300
Production (million €) 806,0 915,0 1.060,0 1.141,0 1.370,0 2.353,0 2.546,0 2.800,0
Turnover (million €) 152950 154730 149010 147670 152690 146740 152600  16.152,0
Export (million €) 613 592 661 720 847 858 955 1194
Import (million €) 190 232 309 344 897
L o e 7 11,5 131 13,9 14,6 18,3 327 413 46,6

(1.000 €/employee)
Source: FSLIL 2008

In order to resist to the competition in furniture intern and extern markets, the management of companies mo-
dernized and renewed the technologies and equipments, the biggest investment being realized from internal
sources — 75%, internal credits — 9%, foreign capital — 8% and other sources — 1%. The direct foreign investments
in production capacities developments increased from 150 millions euro in 2004 to 560 millions Euro in 2007.
As the companies from the primary sector, many producers are part of international concerns and companies or
have foreign investors from countries as France, Italy, Germany, Austria, Poland and others.
The Government should allocate some 500 million Euro until 2010 to support the investment in the furniture
industry, while production and export should advance some 5% a year over the same period, according to the
National Export Strategy.

Redls Slliicey i TRTIGTTITIC) 2.800 Fig. 2 Production value of wood/furniture
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Wood-processing industry

The development of wood primary processing sector supported the wood industry, which was able to not make
imports. In 2000-2007 period, the foreign investments flux in wood processing industry contributed to industrial
development of timber, PAL, MDF, HDF, blackboard and plywood production.

In the period from 2000 to 2007 the capacities for particle boards production (PAL) increase by 580%. The
ongoing modernizing of the particle boards industry will assure the production increment till 1.500 thousand
cbm/year in 2009. The capacity of wood fibre boards was 560 thousand cbm in 2007. It is forseen an enhanced
increment of OSB used in constructions, thus leading to the imported quantities increment: 120 thousand cbm
in 2007 in comparison with 75 thousand cbm in 2006.
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Particle boards Fig. 3 Wood-based panel production 2000-

PEL + MDF 1.300 2007 (1.000 cbm)
Plywood

Veneer

648
560
- - 327 327
190 49 150 165 165
53 62 64 ey
2000 2002 2004 2007

Source: FSLIL 2008

The company ALPSTRAT-ALPROM in Pitesti plans to built an OSB plant with a capacity of 100 thousand cbm and
putting it into operation in the year 2009. The volume of domestic plywood was 165 thousand cbm in 2007.
Since 2000 the production of veneer sheets has nearly doubled - from 53 thousand cbm to 100 thousand com in
2007. As a result from the development since 2000, the products’ structure was diversified, due to investments in
the modernisation of old production’s capacities, but also due to the new investments.

The regional locations with activities in wood industry and especially furniture production are organized in our
country’s eight region of economical development. The Romanian industry of wood processing is more develo-
ped in the afforested country’s areas: in West, North-West and North-East. The development of furniture indus-
try in this areas is economically motivated by the access on raw materials but also by the nearest of the selling
markets, especially those from EU, Ukraine and Russia.

Companies’ size

From 12 633 commercial companies, 253 are classified as big companies, 1011 medium, 2399 small and 8970 as
micro-enterprises. To a very important role in economical straightening of companies are the foreign investors.
Many of them are old clients and buyers of wooden and furniture products. Becoming owners or majority share-
holders they became also producers and vendor of products in their origin countries. Due to this change, the
production in both sectors began to develop. Between 2000 and 2007, our branch suffered essentially structural
changes, the most important being registered in changing the stockholding structure.

There were round about 3.800 furniture manufacturing companies in 2007 in Romania (small and medium com-
panies had an important share). Some 90.000 persons were active in the furniture industry in 2007, accounting
for 7.2% of the total staff employed in industry, of which 40% worked with SMEs.

Numerous estate companies were completely privatised and, in almost all the companies with employees
stockholders (in majority or minority), their shares were purchased by buying by other stakeholder (free lancers
of private commercial companies). Nowadays in wood processing industry, the employees didn’t have anymore
shares; we have a small number of big companies with employees having majority of shares and less companies
in which the employees have an insignificant number of shares. The privatisation process didn't totally succeed
and a big number of companies are bankrupted.
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Wood-processing Furniture Fig. 4 Development of employment in the

wood/furniture industry 2001-2007
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The number of employees from wood industry (including furniture) in 2000 was 165.000 and in 2007 it was
151.000, the decrease being 14.000 employees. In the manufactures of furniture the employment was 95.000 in
2000 and nowadays it is 90.000. According to the wood sector there was a loss of employment from 70.000 to
60.300 in the reviewed period from 2000 to 2007.

The unemployment in wood industry is a big problem, due to reorganizations in the ownership structure, in
investments and in new investments in new technologies. From 1990 until 2000 almost 200 000 employees were
lay off. In that period a few hundred companies from wood industry were bankrupted.

No. of . Tab. 2 Bankrupted companies between
No. Company (name) Location
SIEISYEeE 2000-2007
1 MOBINS 450 Sebes-Alba
2 PANCOTAS 375 Pancota — Arad
3 VESTFOREST 520 Oradea - Bihor
4 MOPAL 250 Bistrita
5 MACARS 850 Caransebes
6  FAGEX 450 g:\',ae:f:be§'cara§‘
7 VESTFOREST 175 Bucsa - Caras-Severin
8 MOBILA 720 Constanta
9 ROBUR 336 Tg.Jiu — Gorj
10 FORESTAPRIM 650 Gheorgheni-Hargita
11 PRODEXCOOP 209 Tg.Mures
12 PAMEX 375 Piatra Neamt
13 STARFOREST 350 Tg.Neamt
14 DREPTATEA 190 Campina
15 SAMOBIL 750 Satu Mare
16 HUMORFOREST 350 Gura Humorului
17 MOVAS 623 Vaslui
18 EXPIL 110 Focsani
19 ARMOM 329 Bucuresti
20 MOBEST 250 Bucuresti
21 EXFOR 750 Bucuresti
22 BRAFOR 1400 Brasov
Total 10.462

Source: FSLIL 2008

Beginning 2000 years, the structure of social capital from wood industry were already 100% privatized. The
investments in new and modern technologies started to show the results and in the first years after 2000 we
began to have a stability of employees’ number and more than that, their number increased from 165 000 to

184 000 in 2003. In 2004, the right Government, the bad monetary politics of National Bank and the increase of
taxes for employers leaded the companies to a major financial crisis, with serious consequences on social plan. In
2004-2007 other 33 000 employees were lay off.
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Salaries

The sacrifice of 151 000 employees, remained in wood industry, for employers’interest was not rewarded by an
increase of salary; this is the reason for many employees renounce at their occupation and go to another bran-
ches or emigrate in another countries, especially Italy, Spain and Portugal. So, in present in the branch of wood
industry and especially in furniture industry is a crisis of qualified labour force. Following the processes of reorga-
nization and modernization, the structure of labour capacity in the sector of primary wood processing suffered
big exchanges, mostly in the field of wood semi-products.

Wood- . .
ood-processing Furniture 267,57 Fig. 5 Gross Salaries 2000 - 2007
(per month /in Euro)
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Source: FSLIL 2008

The labour productivity in primary wood processing industry in 2000 was 11.500 Euro/person/year and, at the
end of 2007, it was 41.300 Euro/person/year, increasing with 3,5 times. In furniture industry, the labour producti-
vity in 2000 was 7.500 Euro/person/year and in 2007 it was 20.000 euro/person/year, increasing with 2,6 times.

Furniture  Wood-processing 466 Fig. 6 Development of labour productivity in
41,3 2000-2007 (share of production volume per emplo-
yee/ 1.000 Euro)
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Source: FSLIL 2008
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Foreign Trade Relations

The manufacturers of high added value wooden products and especially the furniture manufacturers face
further with a series of problems generated by the increasing prices of raw materials and energy. The enhance-
ment of national currency RON in comparison with the Dollar ($) and Euro (€), led to important difficulties in the
export activity. So, if the export value expressed in Euro, increased in 2007 by 17,4%, in the same period, the ex-
port value expressed in national currency, in comparable prices, represents only 98.7 %, from the value realized
in 2006.

Bfpiit lirpet 1194 Fig. 7 Wood industry - Export/Import
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The whole furniture exports from Romania were valued at 1.133 million Euro in 2006. France, Germany, Italy,
Great Britain and the Netherlands represented the destination of almost 60% of all exports. Romanian producers
are particularly export-focussed since joining the EU. Between 2002 and 2006, the average annual increase in
exports was 11.3% by value.

Export Import Fig. 7a Furniture industry - Export/Import
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The whole furniture exports from Romania were valued at 1.133 million Euro in 2006. France, Germany, Italy,
Great Britain and the Netherlands represented the destination of almost 60% of all exports. Romanian producers
are particularly export-focussed since joining the EU. Between 2002 and 2006, the average annual increase in
exports was 11.3% by value.
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Tab. 3 Furniture industry - TOP-5 countries for Export/Import 2001/2007

The most important countries for imports to Romania
(Ranking in 2007 according to the value)

The most important countries for Exports from Romania
(Ranking in 2007 according to the value)

Country 2001 2007 zooc:};ggs S;;(:; Country 2001 2007 2051'1/;835 S;;g

Mill. € Mill. € Mill. € % Mill. € Mill. € % %
France 744 215,00 189%  19,0% ltaly 24,0 102,0 325% 23,4%
Germany 91,2 203,00 123%  17,9%  Poland 13,0 91,0 600% 20,9%
Italy 4,1 135,00 228%  11,9%  China 1,0 46,0 4500% 10,6%
LKJi';';Z‘im 18,1 91,00 403% 80%  Germany 9,0 28,0 211% 6,4%
Netherlands 47,7 61,00 28% 5,4% Turkey 2,0 39,0 1850% 8,9%
TOP 5 272,5 705,00 159%  622%  TOP5 49,0 306,0 524% 70,2%
gtirmes 285,5 428,00 50%  37,8% gwtries 41,0 130,0 217% 29,8%
Total 558,0  1.133,00 103%  100,0%  Total 90,0 436,0 384%  100,0%

Source: FSLIL 2008

In 2007, Romanian imports of furniture were valued at 436 million Euro. Out of the 27 EU countries, Romania
was ranked eighth smallest in value and as such is regarded as a small-sized country for furniture imports. This
is closest in value to Finland above it and Luxembourg below it and similar in volume to Hungary, Portugal and
Ireland.

By product group, Romanian imports can be sub-divided as follows:

The leading two groups were furniture parts (108 million Euro) and other furniture (111 million Euro), both with
25%. A further quarter of all imports were taken up by dining/living room furniture (70 million Euro) and office
furniture (35 million Euro).

Fig. 8 Export/Import of furniture by product groups 2007 (share in per cent and in million Euro)
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Between 2000 and 2007, Romanian imports increased by an average of 26.8% per annum (from 70 million Euro).
Italy and Poland, followed by Germany were the major source of intra-EU imports.

Around 15% of Romanian imports, valued at 34 million Euro came from developing countries in 2006 (15.4%).
This proportion was 5.6% in 2002.Turkey accounted for 46% of all developing country supplies in 2006, followed
by China (37%) and Moldova (7%). Indonesia, Vietnam and Philippines were also important suppliers. While
Turkey'’s supplies increased by 1.850% since 2001, supplies from China increased by 4.500%. Supplies from all
other leading suppliers also increased over the period.
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Some key problems of wood processing industry

the drastically reduction of exporters revenues, following the big fluctuation of exchange rate in a short
period;

the increase of prices level on main raw materials;

most of the companies are in impossibility to respect the European legislation related the social
responsibility standards, health and safety at work place, environment and consumers protection

high costs of new technologies for environment protection. We have yet many companies with old tools
and devices, unable to compete on the market;

low level of new technologies in many exploitation and processing factories lead to reduce the producers
capacity to realize competitively products related costs, quality and variety;

the risk to loose external markets due to the low level of products’ competitiveness, lack of marketing
strategies and distribution networks for products on external markets.

In a great extent many people renounced at traditional furniture products, for new models, requested by
clients. The renunciation to traditional orders put the companies in big difficulties;

Fast adaptation to the furniture sorts requested by market and external clients
Lack of internal materials and the their import at bigger prices
Finishing with dangerous substances

Low level of salaries. The very low costs with salaries leads to non-involvement of employees in labour
quality and productivity

A big number of unqualified workers
Lack of employers’interest for continuous training and qualification

Many employers didn't respect the minimum workers and their representatives’ rights. The employees
refuse the enrolment in trade union because their fear the employers;

The law of collective labour agreements foresees the election of employees’ representatives; these could
negotiate for employees, but many of them are from employers side.

Perspectives and challenges
Taking into account the performances from 2000-2007 periods, we appreciate that in wood industry we
have a positive evolution and an annual increase of 7- 8%.

Maintaining the traditional clients and attracting new clients on external markets will lead to an annual
increase of exports of 8-9%.
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Even if the realized products, especially the furniture, are intended mostly to the export, for a
balanced development of the sector we must have a special attention to internal market,
to adapt the offer to the present requests, following:
the modernization of production capacity and processing technologies;
the increase of industrial products weight with a high degree of processing and high added value;
develop the activity of research-development and the relation between the research institutes,
technical schools and employers, in order to increase their contribution to the consolidation of wood

industry competitiveness;

consolidate the position of market’s segments already gained, by diversify the offer and increase
the quality of products;

increase the offer to neighbouring countries;

create partnerships with production or commercial structures, which can assure the strengthening
of Romania producers position on the markets;

develop the marketing and distribution network

ntensify the participation at fairies and international exhibitions;

improve of production companies practices and managerial performances;

extend the implementation of assurance quality systems and of environment management system;

certify the products and registered the marks, according with the beneficiaries requests, correlate
with the laws;

increase the level of employees training and of activities’ responsibility, according with the request
of processing technological evolution;

extend the cooperation system and the furniture’s components through the development of the
SMEs network;

manage the wastes, recycle and use them in the process of utilities production.

Sources:

Federation of Free Trade Unions in the Woodworking and Furniture Industry (FSLIL), Report regarding the economical and social situation

from the wood-furniture sector in Romania, Bucharest Marz 2008
FRD Center Romania, Romanian Furniture Market Report, Bucharest November 2006

Ministry of Economy and Finances, FOREST PRODUCTS MARKET IN 2007 AND PROSPECTS FOR 2008 IN ROMANIA (Bucharest 2007)
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Federation of Free Trade Unions in the Woodworking
and Furniture Industry

FSLIL represents the employees in the woodworking and furniture sectors
When it was established, the organisation represented 215 trade unions with
245.000 members, out of around 360.000 employees in the woodworking and
furniture industry. Following the transformation and restructuring of the economy, the number of emplo-
yees has decreased, so that now, the number of members in the federation is of around 72.000.

The FSLIL meets the representative conditions for legal recognition in the woodworking and the furniture
industry. This gives it the right and capacity to negotiate and sign collective agreements at branch level.
Since 1991, the FSLIL has signed branch collective agreements regularly 29. The last was signed for 2004-
2007.The FSLIL also signs an additional act to this contract on an annual basis, which modifies certain
provisions, especially those referring to salary rights (the minimum salary at branch level). Provisions ne-
gotiated at branch level constitute the minimal point of reference for the negotiations at company level.

Generally, the federation does not negotiate and sign collective agreements at company level, as this is
the duty of the trade union organisation in each company or of the elected representatives of employees
if there is no trade union organisation. Nevertheless, up to 2005, the FSLIL negotiated and signed four
collective agreements within a large company employing over 5.000 employees and several subsidiaries.

At national level, the FSLIL is a member of CNSLR-Fratia. At European level, it is a member of the EFBWW
and of the BWI at international level.
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Indicators for furniture industry in six-country-comparision
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Comparative Overview about collective bargaining, work- and social standards in

Czech Republc

wood/furniture sector

1. Collective bargaining

Negotiations on national level and on the
sector levels woodworking and furniture.
One employer organisation and 2 trade
unions. Bargaining agreements are valid
for the signing parties and for those that
joined to the agreement under certain
conditions. According to legislation the
Minister of Labour have right to sign the
agreement to spread it in the sector, but till
now this right is not used for any sector.

The social partners participate in
subcommittees of the national council
which make recommendations for the
government.

The wage agreements coordinate: labour
relations; employment conditions; working
hours; vacations and releases; salary;
overtime, as well as health and security
precautions.

Wage contract is binding for the members
of the woodworker and furniture sector for
a duration of 2 years.

2. Salaries / Minimum wages

Different average income - dependent
from the qualification group, education,
duration of job tenure and experience.

Legal determined minimum wages: 113 €/
month (for 2008)

3. Working time / overtime

Weekend; 20 days of vacation +
additionally paid days: not less than 5 for
harmful work; not less than 5 for flexible
work and for management flexibility (the
bigger size of the main and the additional
leave is negotiated with the branch and
company collective agreements.)

Allowed overtime: part of negotiations

between trade unions and specific
employers.

80

Republican negotiations or negotiations
at company level. Not all companies

and employers are covered by collective
agreements - in the Czech Republic as well
as society, without negotiations.

Discussions in the wood sector - a
period of 1 year or indefinite time with
amendments to collective agreements.

Collective wage agreements apply to all
employees in the company.

The degree of representation of
employees: 10% of workers are organized
in unions.

Statutory minimum wage for all sectors:
The lowest level of guaranteed pay € 1.89
per hour per month 315, - €

In 3rd quarter 2008 the average gross
monthly nominal wage of Czech Republic
23 144 CZK/888,-EUR, this is more of the
year by 7.9%, real wages increased by 1.2%.

The annual inflation rate 2007ca. 2.8%, in
November 2008 6.5%

An agreed number of working hours:
Law provides for 40 hours a week 1890
hours per year

- Collective agreements 37.5 hours per
week

30 min. unpaid breaks in 8 hours in each
shift

Weekend, paid public holidays 100%
-175% of average earnings

Holidays: 20 - 25 days per year, paid 100%
of average earnings

Authorized overtime: part of negotiations
between unions and employers concrete

Legal ceiling mandated overtime: 150
hours per year and 8 hours per week
The statutory ceiling overtime: up to 416
hours per year.

Negotiations on the furniture sector level
- all employees are part of the bargaining
agreement.

Degree of employee representation: 77%

Contractually defined average salary:
€ 17.29/hour (minimum wage: € 13.28/
hour)

Annual inflation rate: 2% — productivity
increase: 5%

Contractually defined working hours: 37
hours per week — 1.623 annual hours

30 Min. unpaid breaks per day
Weekend - 16 paid public holidays - 25
days vacation per year

Allowed Overtime: 3,33 hours per week.

Free time compensation: 50%/100%
overtime premium
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Caech Repubic

4. Hiring / cancellation

Legal determined period of cancellation:
At least 2 months under certain
circumstances: budget cuts and
notification of trade unions.

New hiring is only possible when all
internal resources are utilised.

5. Advanced vocational training

There are regulations for the further
training of employees but they are not
obligatory for the employers. Now the
legislation is developing in this relation.

Contractually defined rules for continuing
education for workers - paid through
employers, who are required under the
collective agreement

Activities for the health and safety
measures / counseling services

6. Social settlements / other standards

Activities for health and security
precautions: committees in every
company. Enterprises are obliged to
provide medical services and to muster

money and capacities for the adherence of

security regulations.
For heavy work: Provision of food,

additional leave and regular medical
check-ups.
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Sick from 1.1.2009 is always paid to 15
calendar day of the temporary inability

to work, on a calendar days. For the first

14 calendar days, the employee who
maintains working relationship based
participation in sickness insurance, secured
compensation wages, which will provide
the employer.

Czech pension system consists of two
parts: The first pillar is compulsory basic
pension insurance scheme. In addition,
there is an additional voluntary, defined
contribution (DC), capital-funded
supplementary pension insurance with
state contribution.

Law on Pension Insurance introduced
including a gradual increase in retirement
age for entitlement to old-age pension - for
men 2 and women 4 calendar months for
each even started the calendar year in the
period after 31 December 1995 to achieve
the above age.

Old-age pension
Men Women
407,- EUR 333,-EUR

Contractually defined period of
cancellation: 1-7 weeks (dependent from
the duration of job tenure).

Regulations for the further training

of employees: YES - 2 weeks annually
according to the bargaining agreement -
fully paid by the employer.

Continuation of payments in case of illness
paid by the government alternatively

by the employer: 5 weeks with full wage
compensation — up to 47 weeks with
reduced wages.

Maternity allowance: paid by the
government alternatively by the employer:
46 weeks (14 weeks with full wage
compensation - 32 weeks with reduced
wages).

Retirement pension from 65 years: ca. 35%
of salary (legal income). Supplemented
through additional amenities- financed
through wage agreement regulations =
11,1% of the normal labour wage (7,4%
employer’s share - 3,7% employee’s share)
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Regional negotiations or negotiations

on company level Not all enterprises

and employers are captured - there are
companies without bargaining coverage.

2. Salaries / Minimum wages

There is no minimum wage in the wood and
furniture sector.

Average agreed wages ca. 15,- € per hour /
2.430 € per month

Average salaries 2.000,- € to 2.500 €.
Effective payments are partially higher.

Annual supplementary grant 70% / East
20%

Productivity gain per year between 2% - 3%
on average. Consumer prices increased by 3
% in the 2nd quart. 2008

3. Working time / overtime

Labour time law up to 10 hours per day are
possible.

30 Min. unpaid break / day.

Agreed working hours: officially 35 hours
per week West / 40 hours East. Variation
up to 42 hours with IG Metall difference
negotiations

Agreed annual working hours 1,550 hours
on average.

Overtime with overtime premium - with
different wage agreements also possible
without additional benefits

Agreed vacation 30 days West / 27 days
East.

Holidays differentiate in the federate

states - 11 days on average 24th and

31st December are regulated by wage
agreements - normally these are free in the
industry sector

1. Collective bargaining agreement

The collective bargaining agreements in the
furniture sector in Italy are 3: Industry, small
industry and crafts.

The 3 national collective bargaining
agreements concern the 100% of the
wood- furniture employees that are about
420.000. The Industrial collective bargaining
agreement concerns about 220.000
employees.

The validity of the national collective
bargaining agreements is 4 years for the
normative part, and 2 years for the wage
system.

The wage system of the national collective
agreement concerns only the inflation
increase(in Italy now the inflation is the
3.8%) while there are additional agreements
(business or territorial) where the wage
system recovers the productivity increases.
The additional agreements are valid for 4
years

The minimum monthly wage for a worker
without professional qualification in the
industrial wood sector is Euro 1.160,21
(valid since 01/06/2008) , the hour wage is
Euro 6.67. The wage levels of the national
wood and furniture collective agreement
are 12

Contractually defined and legal working
hours is 40 hours per week, but the
overtime is very frequent and it is defined
with price= 0> 28%. Weekly hours could

be an average between periods with the
majority or minority working activity (for
example: 3 months at 48 working hours and
3 months at 32 working hours).

Holiday : all wood sector workers have

4 weeks as annual holiday and about 9
workdays of individual permits (it's foreseen
an individual hours bank).

Negotiations on the sector level timber and
furniture: valid for 100% of the employees
for a runtime of two years / APMR - FSLIL.

Wage agreement is valid for all employees
in the furniture industry— 98.000 employees.
Members and non-members of APMR.

Degree of employee representation: 60%
are organised in trade unions.

Different average income - dependent from
the duration of job tenure and the position.

Average hourly: 0,67 € (worker), 0,80 €
(appointee). Quarterly adjustment.

Annual rate of inflation Inflations rate >10%;
gain of productivity >15%.

Legal minimum wages: : 0,42 €/hour.

Contractual minimum wages: 0,51 €/hour /
86,00 €/month

Legally defined working hours: 8 hours
per day; 40 hours per week; 170 hours per
month.

Contractually defined working hours: 8
hours per day; 40 hours per week; 170 hours
per month.

30 Min. unpaid breaks in 8 hour workdays.

Weekend; 7 paid public holidays - 21 days
vacation per year (26 days after 10 years).

Allowed overtime: part of negotiations
between trade unions and specific
employers.

Legal upper limit: 180 annual hours and 8
hours per week.

Contractually defined upper limit: 360
annual hours for reasons of flexibility. Free
time exchange or overtime allowances (75-
100%)
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4. Hiring / cancellation

5. Advanced vocational training

No agreed educational leave, educational
leave in some federate states (two weeks
in two years) - Continuation of payments
through the employer - Less than 2%
participate in educational leave

There are also paid leaves for family
problems and for the study right, that are
different for every case

6. Social settlements / other standards

Continuation of payments in case of illness
up to six weeks paid by the employer
afterwards reduced sickness allowance.

Family benefits from the state (reduced in
comparison to net wage) - family benefits
up to 67% of net wag (300 € up to 1.800 €
/ month)

Retirement pension with 65 years max. 67%

of net

Wages.

Private provisions (officially supported) -
few company pensions

Social Security: employee- & employer
shares together
Unemployment insurance:

2007 =4,2%

Nursing care insurance:

2007 = 1,7%
Pension fund:

2007 = 19,9%

Health insurance:

(on average) 13,3%

(health insurance companies have different
rates of contributions)

Pension payments on average:

Women:

East 666 €
West 465 €
Men:

East 1.050 €
West 960 €
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The illness periods are paid at 100% since
180 days and 50% for others 3 months.
Periods of the industrial accident are paid
at 100% until complete recovery. Maternity
vacation (2 months before the birth and

3 months after) is paid with a percentage
from 80% to 100% of the salary, but the
absence optional - period (6 months) is
paid at 30%.

Retirement pension with 60 years (women)
and 65 years (men) ; but there is also an
old-age pension with particular personal
data. However it's possible to retire with
the payment of pensions-contributions

for 40 years. There are pre-retirement

for particular case of company crises, or
particular “stress-works".

For several years in the wood and furniture
bargaining collective agreement is foreseen
a Pension Fund of supplementary social
security. The registration is voluntary and

foresees a contribution by the company (1%

of the salary) and a fee (also up till 100%)
of the severance pay that every worker

accrues to every year ( equal to 6.91% of the

salary) , while the worker-contribution is
equal to 1% or also bigger).

Legal determined period of cancellation:
2-6 (max.) weeks for workers and 0,5-1,5
(max.) months for appointees.

Contractually defined regulations for the
further education of employees - full
continuation of payments through the
employers who are obliged by the collective
bargaining agreement.

Activities for health and security
precautions / counselling facilities.

Continuation of payments in case of
iliness paid by the employer for 16 days,
afterwards by the government - 85% of
standard salary.

Retirement pension with 60 years (women)
and 65 years (men); financed through
pension payments from the tax revenue
and the social insurance (55% of the former
salary).

Funding of the retirement pension: 23%
share of the employer and 6,5%
share of the employee.

Maternity vacation: up to 2 years. Payment
of the average vacation

83



Action Programme 2008 - 2011

(Concluded from the 10. general assembly of the European Federation of Building and Woodworkers - EFBWW
on 04. and 05. December 2007 in Luxembourg)

lll. Action Programme for the Wood/Furniture/Forestry Industry

1. Industrial / Political policy

Introduction

Firstly, it must be stressed that EU enlargement has had a major impact on the significance of the wood/furnitu-
re/forestry industries within the EU economy as a whole (processing industries) as in many of the new Member
States these industries have a greater impact on their national economies than in most of the old Member States
(EU 15).

As a result of enlargement, around 2.7 million workers are currently employed in these industries within the EU,
spread over some 270,000 companies. In all its actions, therefore, the EFBWW must bear in mind that it is dealing
with an industry composed primarily of SMEs.

It should also be emphasised that the different sub-sectors of the wood/furniture/forestry industries have not
undergone the same economic development in recent years.

The forestry and woodworking industries have managed to create slow but steady economic growth, with
unfortunately a slight loss of employment, mainly due to ever rising productivity, especially in the new Member
States.

The furniture industry, on the other hand, is facing increasingly intense competition from outside the EU, which
has led to a dramatic and still growing negative trade balance for the sector.

However, the basic situation remains by and large the same as that set out in the action programme 2004-2007.
All countries still have similar structural problems and shortcomings which could be resolved by joint political
efforts.

We also need to bear in mind that the wood and furniture sector is made up of several sub-sectors: forestry,
sawmilling, wood based panels, building materials, upholstery furniture, kitchen furniture, office furniture and

housing furniture.

The action programme should therefore also be seen as coordination instrument whereby, in practice, the speci-
fic nature of the sub-sectors named should be taken into account.

Besides analysis of our sectors, which should be an ongoing process, our political efforts should be twofold:

1.1.Internal EFBWW actions, not solely relying on the secretariat in Brussels, but involving joint effort by the
EFBWW affiliates and the EFBWW secretariat.

1.2. Actions in conjunction with the relevant employers’ federations (at national and European level) and with

the European Commission, including the European sectoral social dialogue, and possibly also national social
dialogue.
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1.1. Internal EFBWW actions

The EFBWW's activities must focus on achievable objectives in areas that can be influenced.
The internal EFBWW actions will focus on two major topics:

1.1.1. Biomass

Despite the work of the European Confederation of Woodworking Industries (CEI-BOIS) over the past
year, the European Commission’s policy on renewable energy sources (RES) clearly represents a
potential threat to the competitiveness of the woodworking industries due to the subsequent events
on the raw materials market for wood.

Intensive lobbying at national level is needed in order to develop a targeted European policy to
secure the raw materials base for the wood and furniture industries.

1.1.2. Enlargement countries (including candidate countries)

One of the key tasks of the EFBWW is to represent the interests of all workers within the EU and future
EU Member States.

Noting that, thanks to efforts in recent years, the large majority of wood and furniture unions have
now joined

the EFBWW, it is all the more important for the EFBWW to take targeted action to step up its activities
with the unions concerned.

In view of the very close industrial connections in the wood and furniture sectors between old and
new EU Member States, it is essential that the EFBWW plays a coordinating role if we are to develop
coherent European cooperation

1.2. Common actions (employers, European Commission)

1.2.1. Biomasse

This issue must be discussed further in the European Commission, especially the points where there is
no general agreement between all of the relevant Directorates General.

At the same time, the EFBWW and CEI-BOIS should launch several coordinated initiatives directed at
the European Parliament and the European Economic and Social Committee. One objective here must
be to ensure that all forms of sustainable biomass use are considered. Wood is only one energy source
among many and biomass is only one component of regenerative energy sources. The objective,
therefore, must be to tap all forms that can be used in order to relieve the burden on the raw materi-
als market for wood and to develop suitable forms of raw material supplies across Europe. Forms of
secondary raw material collection in several Member States show that suitable measures can be used
to develop control options.

1.2.2. nnovation - Research and Development

The future of the wood/furniture/forestry industry is largely dependent on innovation and R&D
activities.

Previous experience has shown that the problems of the past also included a structural element,
namely a dearth of spending to secure the future of this industry. Innovation and R&D also need to
cover standardisation and certification. The latter could help improve the image of wood as a raw
material and thus boost its use in industrial and private applications.

In the future, the activities of the EFBWW and the member federations must focus on issues that trade
unions can influence. The area of product innovation is beyond the direct influence of the trade unions
within our economic system.
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The main focus for innovation, therefore, must not only be product innovation. An innovative,
labour-oriented employment policy must be brought to the fore. Areas such as work and process
organisation, qualifications and competence development, payment systems performance and
employment adapted to older workers must also be addressed.

Suitable projects in these areas must be supported by the Commission and involve the partners in
social dialogue. All these areas should not be left to employers alone when it comes to guaranteeing
the future of and employment in our sectors.

1.2.3. Qualification/training/lifelong learning
As previously, workforce qualification in the wood/furniture industries is one of the weaker points
when it comes to the competitiveness of the sector.

The DEWEBAS project, which ran until the end of 2006, and the ongoing E-Wood and Valiwood
projects, all three of which are run in partnership with the EFBWW, may undoubtedly help to improve
workforce qualification and enhance the quality/availability of lifelong learning.

Both of the projects underway (E-wood and Valiwood), although with different partners, are
connected with each other because the decision has since been taken to use the results from the
DEWEBAS project as the basis for further activities in both projects.

Given the limited number of countries (5) taking part in the projects, the challenge will be to extend
the results to all EU countries.

In addition to this, the objective is also to link the expected positive results to the European
Quialifications Framework (EQF) and Europass which will also require an agreement between the
European social partners.

1.2.4. Occupational Health & Safety (OHS)
See separate chapter on OHS.

Remarks
The above framework for the industrial action programme 2008-2011 is the result of discussions within
the working group.

It differs from previous action programmes in distinguishing between internal EFBWW actions and those
undertaken in cooperation with other bodies (employers, European Commission, etc).
Nonetheless, both lines of action will require firm commitment from the affiliated unions.

We have also reduced the number of items to be dealt with and set clear priorities. The next step will be to
further elaborate the different items by means of concrete proposals and ideas. These must be realistic so

that we can achieve results which have a positive impact on our sectors.

Consequently, we need to define the method that we will use to meet our clear and quantifiable goals as
well as a time schedule.
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2. Common bargaining strategy

The common bargaining strategy decided by the EFBWW General Assembly held on 4-5 December 2003, has not
undergone any change over the past years. This means that the common strategy on the following four aspects
can be maintained, aware that the objectives set for 2,3 and 4 must have a longer term vision.

2.1. wage developments

2.2. working time

2.3.training

2.4. employees’ pensions

2.1.Wage developments

Annual wage developments in the different sectors covered by each of the affiliated organisations need to
be sufficient to ensure that the purchasing power of the members is, as a minimum, safequarded, and
preferably increased so as to maintain the living standards of the members.

This is achieved by seeking to ensure that wages at least track national inflation and are raised in line with
increases in productivity nationally, in the sector concerned or at plant level, depending on the level at which
wage bargaining takes place.

2.2. Working time

Owing to the substantial differences in weekly and monthly working time in the collective agreements of
the different European affiliated organisations, it is proposed that a common strategy be made permanent
with a view to achieving an annual working time for full-time day workers of 1620 hours and for evening and
night shift workers of 1500 hours.

2.3.Training / Qualifications

Given that in future ever greater demands will be placed on the qualifications of workers in our sectors, the
organisations have an obligation to strive to improve basic vocational training in general and to ensure that
unskilled or partly skilled wage earners are entitled to undergo basic training/further training each year at
the employer’s expense.

2.4. Employees’ pensions

The age pattern of the European population over the next 20-30 years will see a continuous growth in the
number of older citizens set against an ever-shrinking working population to finance old age pensions.
Against this background, it is proposed that, in conjunction with national legislation and collective
agreements, employees’ pensions be established in the different countries which are partly or entirely paid
for by employers so that our members can continue to enjoy a decent standard of living in future as well.
The target figure would be at least 80% of the employee’s net final wage.

Apart from keeping data on newly-concluded collective agreements up-to-date, however, during the coming
period an analysis also needs to be made of any results achieved in national/regional bargaining so as to
draw the necessary conclusions that may call for changes to the strategy to be pursued. Special attention

will be given to the increasing amount of a-typical work and to finding ways to keep this increase under
control using collective bargaining.

In addition, the existing bargaining policy working party needs to be given fresh impetus so that a regular
report on developments and trends in the concluded agreements can be submitted to the Standing
Committee.
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3. Sectoral social dialogue

For the first time ever, in the 2008-2011 industrial policy action programme a distinction is drawn between pu-
rely internal EFBWW activities and ,joint activities” with the European Commission and the employers’ organisa-
tions in our sectors. This stems from the belief in a more vigorous phase in the European social dialogue, despite
the fact that the European Commission has not yet given much support. This last statement can be illustrated by
the fact that, in contrast to previous years, since 2006 only a single annual plenary meeting has been organised
by the European Commission.

The objectives of the European social dialogue remain virtually unchanged since the previous Congress period,
focusing on the following key topics:

- vocational training/lifelong learning

- competitiveness of our sectors

- research & development

- joint activities in the new and future EU member states.

New topics which have been added are EU energy policy and the associated issue of ,biomass”, and ,health and
safety” which the employers have finally agreed to include as a subject for the social dialogue.

The Standing Committee Wood/Furniture/Forestry also believes that, in light of the constant further globalisa-
tion of the sector, a constant analysis of the situation of the wood and furniture sectors and the consequences
of globalisation is required. A similar initiative must help the European wood and furniture sector to anticipate
established and identified developments in an appropriate way.
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European Federation of Building and Woodworkers
European Federation l- (EFBWW)
of Building % ®
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and Woodworkers

The European Federation of Building and Woodworkers (EFBWW) is the

European Industry Federation for the construction industry, the building
materials industry, the wood and furniture industry and the forestry industry. The EFBWW has 68 affiliated
unions in 27 countries and represents a total of 2,350,000 members. The EFBWW is a member organisati-
on of the European Trade Union Confederation (ETUC) and has its headquarters in Brussels, the capital of
Europe.
The Federation’s main task is to represent its affiliates in Europe and help them defend the rights and in-
terests of the workers in the industries it covers. Since the virtual completion of the European Market, and
especially since the conclusion of the Amsterdam Treaty, strong representation in Brussels has become
all the more important. The European Union has now become a legislative entity in its own right, but in
our view it still has some catching up to do in terms of developing its social dimension. The EFBWW also
provides a framework for union cooperation and the coordination of action taken in the industries we
represent.

The EFBWW consists of two Standing Committees, one for the building sector and one for the wood,
furniture and forestry sectors. After the 1995 General Assembly a Health and Safety Working Party was
set up, underlining the importance of health and safety issues. The Standing Committees follow deve-
lopments in their sectors and submit EFBWW policy proposals to the Executive Committee. The Manage-
ment Committee prepares the meetings of the Executive Committee and is the EFBWW'’s administrative
body. The EFBWW President and Vice-President represent the Federation and oversee the activities of the
General Secretary and his staff.

EFBWW activities are based on decisions taken and an action programme adopted at the General As-
sembly, which is held every four years. The action programme outlines the Federation’s main activities
and tasks. In a nutshell, we deal with the Social Dialogue, labour market policy, health and safety issues,
worker representation in multinational companies, terms of employment and social policy. Together with
the ETUC and the other European Industry Federations we are striving to achieve a more social Europe.
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Opinions of the project partners

“Our project meetings and seminars have founded a high confidential standard. This mutual contact and
trust is necessary to formulate and implement the common interests and issues of the colleagues in the
sector. The constant cooperation within a European framework allows the trade unions to pinpoint analy-
ses and known problems in the public discussion. Through our participation in this project we have obtain
good arguments for collective bargaining as well as for cooperation in the social dialogue. Therefore we
have spread the sector information among our trade unions. We need these arguments to defend our
interests.”

(Petar Abrachev, FSOGSDP, Bulgarien)

+We have created a common sector network for the transnational exchange of information, which grew
more durable and intensive and in which a European perspective on the sector’s problems became the
major topic”’

(Klaus Gutbrod, Arbeit und Leben Bielefeld, Germany)

“What we have developed in cooperation in this project must be used and expanded for the long term
continuation of activities. These momentous descriptions about the sector’s situation in the specific coun-
tries is a good tool for more clarity and comparisons of the situation in the different countries and the own
position in relation. The knowledge about the different development of the industry in different countries,
the view on the social requirements and mutual problems - this is all invaluable information. For the con-
crete continuation, it is important to concentrate on a common key topic such as “vocational qualification
and training in companies.”

(Vasile Badica, FSLIL, Romania)

The European sector network INNOTrans met on the 25th to 26th of November 2007 to the first project-meeting
at the IGM Frankfurt.

The participants from the European steering committee

(Standing, from left to right) Petar Abrachev (FSOGDSP - Bulgarien), Tom Leonard (IGM), Gaby Tegeder (AuL
Bielefeld), Michal Teraz (OS DLV - Tschechien), Vasile Badica (FSLIL - Rumanien), Gisbert Brenneke (AuL Bielefeld),
Lyubka Antova (FSOGSDP - Bulgarien), Bjarne Jensen (TIB - Danemark), Stroe Alexandru (FSLIL - Rumanien),
William van der Straeten (EFBH - Briissel), Josef Basny (OS DLV Morava 1 - Tschechien) (In the line up front, from
left to right) Wolfgang Bonneik (IGM — Germany), Klaus Gutbrod (Arbeit und Leben Bielefeld) and Piero Baroni
(FILCA-CISL - Italy)
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“The project’s evaluation should not be reduced on the presentable results alone. The project has a
deeper, basic meaning for the sector in Europe. It has made obvious that a permanent debate about
political standards and the trade union sector activities on a European level are plain necessary. There-
fore we must continue on this way."

(Piero Baroni, FILCA-CISL, Italy)

“Interest representation and trade union policies can no longer be defined solely on a national level -
only on this way the mutual pit of locations and labour interests against each others can be hindered.
This perception is still not understood as a matter of course — and mostly, practical means and instru-
ments are still lacking for the organisation of a solidary and European interest representation.”
(Gisbert Brenneke, Arbeit und Leben Bielefeld, Germany)

“The trade unions require a European sector monitoring as an early warning system for crises and
structural undesirable developments in the sector. This allows the unions to draw the necessary con-
clusions and determine mutual objectives from early on.”

(Wolfgang Bonneik, IG Metall, Germany)

“We have to acknowledge that large social differences exist throughout Europe. Despite the successes
of the harmonisation of labour and wage standards in the Czech Republic it is still important that we
continue this way. The perspective on Europe is therefore helpful because it makes the material and
social achievements comparable.”

(Michal Teraz, OS DLV, Czech Republic)

“We brought in and discussed our national sector report in several meetings with shop stewards from
furniture companies. The sector report was also at hand at the national congress about globalisation.
The analyses and results were comprehensively debated in Denmark. It is important that the discus-
sion about the current sector situation is also brought forward within the European organisations. We
have to think together about the successful implication of this debate onto the European level within
the next months.”

(Bjarne Jensen, TIB, Denmark)
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INNOTrans - European network for trade unions and workers representatives in wood / furniture industry

Against the background of accelerated internationalisation and globalisation of markets, corporate strategies
and value chains in the wood/furniture industry in Europe and in order to defend and strengthen employee par-
ticipation, high labour standards and trade union membership in this industry, trade unions from Bulgaria, Czech
Republic, Denmark, Germany, Italy and Romania have initiated the European networking-project INNOTrans. This
cooperation has led to political conclusions and practical requirements to preserve and protect workers’ rights
and social interests in the wood/furniture sector. It is still necessary to enhance this network by participation of
other countries to build a strong basis of sector-based policy in social and labour issues.

Am INNOTrans-network is supported by following trade unions:
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FSOGSDP Federation of Trade Unions Organization in Forestry and Woodworking Industry
(Bulgaria)

OS DLV Trade Union of the workers in woodworks forestry and water industries in the Czech

Republic

TIB Trade Union of the wood-, industry- and building workers (Denmark)

IGM Metal Workers’ Union (Germany)

FILCA-CISL litalian Trade Union for workers in building and other industries

FSLIL Federation of Free Trade Unions in the Woodworking and Furniture Industry (Romania)

EFBH European Federation of Building and Woodworkers

Supported by the European Union in the frame of social dialogue
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