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Furniture nakers told to think value (HL)

THE Mal aysian furniture industry is headed for record export earnings this
year but its long-termprospects continue to hinge on how well the

i ndustry's players rise to the chall enge posed by their foreign | ower-cost
rivals.

And an obvious way to do so is to start making a name for thensel ves as
Original Design Manufacturers (ODM, instead of remaining nmere Oiginal
Equi prent Manufacturers (OCEM, Prinme M nister Datuk Seri Dr Mahathir
Mohamad sai d.

They can achi eve the new status by undertaki ng an aggressive strategy to
devel op Mal aysi an brand nanes through buil ding up their own furniture-
designing skills or by way of "networking" and fornming strategic alliances
with foreign partners, he said when opening the Ml aysi an Furniture Design
Centre in Kual a Lunpur yesterday.

Mal aysi a earned RML. 97 billion fromfurniture exports during the first
hal f of 1998, conpared with RVM2.6 billion for the whole of 1997, and a
mere RM69.5 million in 1990.

Wil e the industry has renai ned vi brant despite the econonic downturn
this is partly due to the ringgit's depreciation, the Prime Mnister
not ed.

By continuing to depend on CEM operations, manufacturers will find that
the prices of their products will come under increasi ng downward pressure
as nore and nore | owcost manufacturers enter the market, he said.

As CEMs, Mal aysi an conpani es work under the dictates, in ternms of both
prices and designs, of foreign buyers who because of the regional
financial turbul ence have found their bargai ni ng power substantially
st rengt hened.

"I'"ve been made to understand that the foreign buyers have been asking
for discounts from Mal aysi an exporters, using the weaker ringgit as an
excuse.

"Because they need to maintain market share and short-termprofits, our
manuf acturers and exporters had to agree,” Dr Mahathir said.

One worry is that Ml aysian exporters may not be able to command the old
prices again, even after the ringgit has rebounded. This will nean
dwi ndling profit nmargi ns as production costs continue to escal ate.

Utimtely, the local furniture industry will find itself no | onger
conpetitive and will be in all sorts of problens, he added.

Theref ore, Ml aysian furniture manufacturers nust respond by going on
the of fensive, and adopt an aggressive strategy to achi eve ODM st at us
t hrough the pronotion of their own designs and brand names.

"They nust create a sustai nable Mal aysian furniture i ndustry which
thrives on orginality," Dr Mahathir said.

By doing so, not only will a truly Ml aysian furniture industry be
establ i shed but substantial spin-offs will also accrue to the country.

Val ue is the key, not volune, he rem nded nmanufacturers. As such their
operations should be accordingly realigned to secure nmaxi num val ued- added.
In this regard, Dr Mahathir said the industry nust place high priority
on quality and consistency in their products, while continually inproving

on the designs in terns of function as well as aesthetics.

The Governnment hopes the RM2 nillion Ml aysian Furniture Design Centre
will serve as a platformfor manufacturers to cone up with original
products that appeal to a broad spectrum of custoners at honme and abroad.



The centre was set up by the Ml aysian Ti nber Council (MIC) and nanaged
by Semangat Kurnia Sdn Bhd, a joint venture conpany between MIC and t he
Mal aysi an Furniture I ndustry Council.

According to Dr Mahathir, the centre is expected to work on establishing
an intellectual property protection register which will provide an added
push for furniture designing activities in the country.

Hopeful ly, on the know edge that their original ideas will be protected,
manuf acturers will be encouraged to be nore innovati ve.

The Prime Mnister also said the centre should tap the potential of
i nformati on technol ogy when pronoting Mal aysia's best and | atest products,
for example via the Internet.

The Mal aysi an Furniture Design Centre's website is
www. furni turenfdc. com
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