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(Dealing with Economic Crisis in the Home Decoration Sector)

CBI’s Sector Alerts aim to give BSOs and exporters in developing countries insights into their sector and provide them with

recommendations concerning the latest developments.

This Sector Alert on home decoration focuses on the consequences of the recent international financial and economic crisis.
Challenges and opportunities are highlighted in order to assist exporters and BSOs in dealing with this crisis. Key-issues that

are covered in this Sector Alert:

1. Effects of the international economic crisis on the home decoration sector

2. Recommendations to exporters
3. Recommendations to BSOs
4. Useful sources for further Orientation

1 Effects of International Economic Crisis on The
Home Decoration Sector

The effects of the economic crisis were already apparent
during the Ambiente trade fair, which took place in
February of this year. Exporters participating in CBI’s
Export Coaching Program for Decorative Articles
reported that the value of the orders they booked during
this fair was 75% less than last year. Many exporters in
developing country expect their exports to further
decrease during the second half2009, which is confirmed
by sector specialists. In addition, export margins are
becoming smaller, and layoff of employees is inevitable.

The decrease in exports is mainly caused by declining
sales of decorative articles in Western markets. Because
these articles are not considered as essential products by
consumers, they are the first to save money on. This
tendency is especially strong in Spain, Portugal, the UK,
Ireland and Eastern Europe (Hungary and Bulgaria). The
low-end market segment has been particularly hard hit
by the economic crisis, because consumers in this
segment are more likely to cut back on spending. On top
of that, margins in this segment are particularly low
compared to the middle- and upper segments. This is
mainly the result of low-priced imports from Asia
(primarily China), where producers have an advantage
of'scale by making use of mass production and relatively
low labor costs.

Another important implication of the economic crisis is
that European importers are reducing the size of their
orders. Importers buy smaller volumes, albeit at shorter
intervals, to keep their stocks low. Moreover, they first
sell their stocks before placing new orders. As such, the
practice of importing mass volumes, in particular from
China, is not common anymore, which is reflected in
the high number of bankruptcies among Chinese home
decoration producers.

Maybe the most important effect of the economic crisis
is that obtaining finance and credit has become more
difficult, both for European importers and for developing
country exporters.

Consequently, European buyers require longer terms of
(_ payment, and possibilities of obtaining advance payments

have diminished. At the same time, exporters have difficulty
in obtaining pre-financing for their exports, as well as in getting
investment credits and working capital.

It is important to note that many of the problems affecting the
home decoration sector already became apparent before the
crisis started. The economic crisis, however, reinforces these
problems. Likewise, the crisis also strengthens some of the
on-going trends, which could well form an opportunity for
exporters. This is explained in the following parts of this alert.

2 Recommendations to Exporters

One of the consequences of the economic crisis is the lack of
access to credit. Therefore, exporters try to reduce their costs
of product design and cannot afford to invest in Corporate
Social Responsibility (CSR). Yet, these two aspects are
important for coping with the current economic crisis, as
recommended below.

Target the middle-high market segment

The home decoration sector had already turned away from
Chinese mass-produced articles, shifting from the low-end
segment towards the middle-high market segment. The
economic crisis has strengthened this effect, as importers now
prefer to import smaller volumes of unique and high-quality
products, instead of high-volume standardized products.
Consumption is decreasing in the low-end market segment,
reflected in the decrease in imports by large companies such
as Ikea. Consumer interest has shifted from quantity to quality,
and European consumers shifted their style towards products
which are useful to them. Developing country exporters can
best target the middle-high market segment of the home
decoration sector, where margins are higher and competition
from Chinese producers can be avoided. To be able to be
competitive in the middle-high segment, the following steps
are recommended:

Positioning

When targeting the middle-high segment, you need to identify
its players (relevant wholesalers, retailers, importers), and what
consumers demand (product design and trends). Extensive
research will help you to position yourself in the market, and
see whether your products already fit this segment, or whether
you should adapt them.




(1t is important to position yourself in the market. You need
to make your company visible to potential buyers. One way
to do this is by participating in European trade fairs, although
it is important to go to the trade fair which suits your
company.

Maison & Object in Paris is one of the principal trade fairs
for the middle high segment, while Ambiente is of importance
for all segments. Another important consideration is a
holiday/occasion that you would like to target. For example,
if you target Christmas, then it is recommended to participate
in Ambiente. By regularly participating in trade fairs, you
can show that you are a stable and trustworthy trading partner.
Furthermore, participating in, but also visiting, trade fairs
offers an opportunity to conduct valuable market research.
Potential buyers can be identified, market trends can be
spotted, and you can see what your competitors have on offer.

Although participating in trade fairs is a good means to make
your company visible in the market, it is also relatively
expensive. An alternative could be to visit companies
(business trips), which could for example be organized by a
BSO in your country. Other methods to increase your
visibility are establishing a high-quality website showing
your product portfolio, sending e-mails to potential buyers,
and making phone calls to contact potential buyers.

Invest in product design

In order to target the middle-high market segment, you need
your own product range. This means investing in product
design and hiring designers to make your products suit this
segment. Keep in mind that product design involves costs,
which should be included in your cost calculations.

You need to upgrade and ‘refresh’ your product collection at
least twice a year. However, if you operate in very trend-
sensitive markets, it is recommended to change your product
collection in line with the four seasons. Changing the color
of your products according to the season is most important.

You need to have a broader product range for the middle-
high segment than for the low-end segment. This is related
to its focus; exclusivity instead of price. If you can offer a
broader product range, buyers can choose between more
different products, emphasizing the uniqueness of each
product. An innovative product collection will receive a
higher price than standard products.

The crisis strengthens the sustainability trend
European consumers remain concerned with issues of
sustainability and are increasingly interested in products
which are produced in a sustainable manner. The economic
crisis stimulates this trend, as consumers more critically
consider their choices. If they buy a product, they expect it
to meet all their demands, both in terms of quality and
sustainability.

This is also reflected in the importance of the middle-high
segment, where quality and uniqueness are vital. By investing
-

N
in CSR and fair trade, you can distinguish yourself, and as
such make use of the opportunities this trend offers.

Invest in CSR

Although CSR can be considered a cost-item on which
companies could relatively easily cut back spending, it is
actually of high importance to invest in CSR in order to
respond to the sustainability trend. According to FLO, fair
trade sales in Europe have been growing at an average of
20% annually since 2000. Important certifications in the
home decoration sector are SA8000 and REACH, and an
important code of conduct is BSCI (Business Social
Compliance Initiative). Please keep in mind that large buyers
also have their own codes of conduct, in which they pay
attention to the selected issues of sustainability of their
suppliers.

Fair trade is becoming mainstream

Although showing continuous growth, fair trade is still a
niche market. Nonetheless, mainstream consumers are also
becoming more concerned about fair trade principles. As
such, next to fair trade products becoming more mainstream,
mainstream products are also becoming more fair trade. This
implies that mainstream stores are increasingly selling fair
trade products, but are also investing in their regular products
to be produced in a socially responsible manner. Experts
estimate that in the near future, 10% of the home decoration
sector will concern fair trade products.

Exporters can become a member of the International Fair
Trade Organization (IFAT), although the certification
process is lengthy. Therefore, exporters can also determine
which IFAT criteria can already be applied to make their
products more sustainable and target the mainstream market.
While offering a competitive price remains vital, it is also
important to include your sustainability effort in your
marketing. By attaching a product description and a
background story about the producers to each of your
individual products, you can show your buyers that your
products are unique and produced in a socially responsible
manner.

Market entry: increasing opportunities for direct trade
with retailers

Retailers were already emerging as an important trade
channel for exporters in the home decoration sector before
the economic crisis began. EU retailers are often organized
in buying groups, combining their buying and marketing
efforts. This also means that they are able to import large
volumes, making them a suitable direct trading partner for
exporters. Currently, retailers have an estimated 50% share
in imports, but this could be even higher. The economic
crisis leads to a reduction in order size, which makes selling
directly to retailers even more attractive. This is especially
important for producers which are investing heavily in
product design, as their products are more expensive. By
cutting out the middleman, they can save costs and compete

better with other companies. y




(Tn order for exporters to be ready to trade directly with
retailers, it is recommended to:

Adapt your selling price: you can set your price higher
when directly targeting a retailer.

When using traditional distribution channels, the FOB
price is around 1/5th to 1/7th of the consumer end-price,
whereas it is 1/3rd to 1/4th of the consumer price when
selling directly to retailers. Export margins are higher
when trading directly with retailers.

Product development: when selling directly to retailers,
you need to develop and improve your own product range.
A wholesaler or importer often has its own design
department and an exporter can produce a tailor-made
product for these players. Yet, when targeting a retailer,
you have to develop and design your own product range.
It is recommended to develop at least two product
collections per year.

Market entry: when considering to supply retailers, it
might be useful to look for a sales agent to link you up
with a retailer. Furthermore, when participating in a trade
fair, you should carefully select the hall where you want
your booth to be located. Some halls are more focused on
retailers instead of high-volume trade, which will make
your participation more effective.

3 RECOMMENDATIONS TO BSOS

BSOs are recommended to provide the following support
to exporters to help them cope with the current economic
crisis:

Organize workshops

Informative workshops can help exporters to learn about
important issues such as European market access
requirements, product design, CSR and conducting market
research. Workshops can guide exporters in their process
of targeting the middle-high market segment, investing
in CSR, and assessing their market entry strategy. For
instance, a workshop can make exporters aware of the
importance of CSR, and provide information on the most
important guidelines and certification schemes for the
home decoration sector.

Provide information

BSOs can offer information on the European home
decoration market, including market trends, as exporters
often lack necessary market information. This information
can be provided in the form of short market briefs
distributed at regular intervals. BSOs can also subscribe
to interesting magazines for the home decoration sector,
or buy books on trends, which are (too) expensive for
many companies individually. Furthermore, BSOs can
send newsletters to inform exporters about the latest trends,
interesting websites and other sources of information.

Support product design
BSOs can assist their exports by providing design
trainings, or by developing a designer network from which

exporters can select a designer when needed. Another
\

possibility can be to cooperate with design schools in the\
country. In this way, links between the sector and local
education can be strengthened to optimise the atching of skills
of graduates with the needs of the sector. Students can be linked
up with manufacturers, for example through internships.

BSO support in this field is vital at this moment, because
exporters do not always know what product designs suit the
middle-high market segment. Moreover, they are not always
aware of the necessity to assign budget to product design, and
the possibility to hire designers.

Support matchmaking activities

During this crisis, it is important for exporters to retain existing
clients and to step up their efforts to find new ones. BSOs can
provide assistance in matchmaking activities, especially since
trade fair visits are expensive. Next to this, BSOs can also
organise business trips for exporters, which is an effective
means to establish contacts with potential buyers. Another
possibility is to invite European buyers to national trade fairs
in the exporters’ country. This can be a great opportunity for
exporters to come into contact with interested buyers and, at
the same time, save on costs.

Know your exporters

Because BSOs have a matchmaking function between European
buyers and local exporters, BSOs are recommended to remain
aware of the strengths and weaknesses of their exporters by
doing a SWOT analysis. BSOs must know which exporters
are a trustworthy trading partner, and which ones could harm
the image of the sector in their country. BSOs should
incorporate aspects such as financial background, product
collection and product design capacity, price and quality,
packaging, production capacities, delivery terms, and
innovativeness. For example, if an importer is looking for a
supplier with a wide range of high-quality products, BSOs need
to know which exporter matches this description.

Arranging logistics

When exporting smaller quantities, shipping costs increase.
BSOs can assist exporters by arranging consolidated shipments,
meaning that shipments of several exporters are combined.
Furthermore, they can assist with door-to-door shipments when
exporters want to sell directly to retailers. Arranging warehouse
capacity in the EU could also greatly facilitate logistics for
your exporters. In this way, BSOs can help reduce freight costs
for exporters, allowing their exporters to offer more competitive
prices to European buyers.

4 Useful Sources

Market information

CBI Market Information Database www.cbi.eu/marketinfo -
including sector surveys, product surveys, export guidelines,
information on market access requirements, and other useful
documents for exporters who want to target the EU market for
decorative articles.

Source : Internet, CBI Market Survey
>
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CBTH] HABEEAT (M ARG TR HATH! ATATSTAT B HbT Frel(eacl AT T AAATAREA
Ieifgd HATHT FEHTNTATR ART FwAfead AT T80 T 99 a8, |

Country Particular | Adresses Organizer (Fact Sheet) Product Group
Austria Name of Xmas Craft & Gift Fair Kym Jones Exhibitions Art & Crafts,
Fair i Jewelery, Gift Ware
623, Marion, South Plympton, Ys ;
Date Dec. 5 -9, 2009 Aocirala, ymp Glassware &
enue Adeillaide Showground Tel:+(61)-(8)-81771499 Ceramics,
Fax:+(61)-(8)-81771488 Decoatives,
Handicrafts
China Name of GuangZhou Organization Committee, Arts & Crafts, Antiques,
Fair International Art Fair Guangzhou International Art Fair Oil Painting, Sculpture
Date Dec. 10 - 14, 2009 Fax: +86-20-83842121
Venue Guangzhou Jinhan E-mail: artfair@gzartfair.com
Edeian Dot Web: www.gzartfair.com/
China Name of Int'l Jewellery China World Trade Fair Ltd. Fashion Jewellery;
Fair (IJC) P.O. B. 86294, Materials; Accessories
Date Jan. 5 -8, 2010 Hong Kong — (Hong Kong S.A.R.) Watches, Belts,
Venue Hong Kong Convention & | * Fax: 852--68386168 Buckles, Scarves,
Exhibition Centre Shawls, Handbags,
Ornaments &
Accessories Etc.
Name of Int'l Art Fair Reed Expositions France Modern &Cont. Art,
France Fair Fax: + 33 (0)1 47 56 64 29 Paintings, Sculpture,
Date Oct. 22 - 25, 2009 E-mail: info@fiac.com Drawings, Prints, Works
Venue grand palais cour carree Web: www fiacparis.com On Paper, Photography,
du louvre Video And Installations
Germany Name of Frankfurt Int'l Fai, Messe Frankfurt GmbH Gifts, Handicrafts,
Fair Ambiente Fax: +49-69-7575-5770 Furniture & Furnishings,
Date Feb. 12 - 16, 2010 E-mail: ambiente@messefrankfurt.com | Ceramics, Glassware,
Venue Internationale frankfurter Web: Jewelry, Arts & Crafts,
Messe www.ambiente.messefrankfurt.com | Antiques
Germany Name of Inhorgenta Europe 2010 Messe Munchen GmbH Precious Stones,
Fair Messegelande, Pearls, Silverware,
Date Feb. 19 - 22,2010 Munchen — 81823 (Germany Jewellery, Machinery,
Venue New Munich Trade Fair Fax: 49-89- Tools - DP Etc.
Lo 94920729/94920319/94911429
Japan Name of Osaka Int'l Trade Fair Arts And Crafts, Gifts,
Fair Souvenirs
Date Mar. 15 - 20, 2010
Venue Osaka, japan
Poland Name of Art & Craft Festival Poznan International Fair Ltd. Art And Craft,
Fair Glogowska Street 14, Poznan Handirafts
Date Dec. 4 - 9, 2009 Poland-60734
Venue Poznan Int'l Fair Ground Fax: +(48)-(61)-8665827
Poland Name of AMBERIF Int'l Fair Gdansk International Fair Co. Jewellery With Amber,
Fair Fax: +48-58-554-9207 Jewellery, Gemstones,
Date Mar. 10 - 13, 2010 E-mail: amberif@mtgsa.com.pl Silverware, Gifts,
Venue Trade Fair Centre MTG SA Web: www.amberif.pl/ Watches, Crystalware,
Artistic Glass,
Porcelain, Applied Art.
Portugal Name of Papergift 2010 Feira Internacional De Lisboa Arts & Crafts, Giftware,
Fair Rua do Bojador, Parque das Nacoes, | Home Decorations,
Date Mar. 11 - 14, 2010 Lisboa — 1998-010 (Portugal) Home Textile, Fashion
Venue Feira Internacional de » Fax: 351-21- Jewelry & Accessories,
Lisboa 8921555/8921512/8921516 Packagings, Paper
Products, Stationery
Goods Etc.
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Name of PromoGift Trade Fair IFEMA Art & Craft, Promotional
Spain Fair Gift
Date 2 - 4 Sept., 2009
Venue Feria de Madrid
Name of Bangkok Gem & Jewelry | Dept. of Export Promotion & Thai Gems & Jewelry
Thailand Fair Fair Gem and Jewelry Traders
Date Sept. 15-19 , 2009 Association
el AWk, 2, 20l T. Banmai, A. Pakkred, Nonthaburi
Venue Impact Convention Center 11120, Thailand
Email: info@bangkokgemsfair.com
Web: www.impact.co.th
Name of London Art Fair Arts & Antique
United Fair Jewellery, Furniture,
Kingdom Date Jan. 13- 17, 2010 Decorative Art,
Venue Business Design Centre Handicrafts, Young Arts
Fair etc.
Name of Autumn Fair 2008 NEC Birmingham Birmingham , B40 Art & Crafts, Giftwares,
United Fair INT Decoratives
Kingdom Date Sept. 6 - 9, 2009 Web: www.autumnfair.com
Venue NEC Birmingham Tel: 020 7728 3949
Fax: 020 7728 3900
Name of Sprit of Christmas 2009 | Olympia, London Hammersmith Road | Giftwares, art & craft
United Fair Kensington , London W14 8UX
Kingdom Date Nov. 4 - 8, 2009 Fax: 020 7370 8142
Venue Olympia, London Web: www.clarionevents.co.uk
Name of Chester Antique & Fine Chester Racecourse The Racecourse Arts & Antique
United Fair Art Fair CHESTER, CH1 2LY
Kingdom Date Oct. 15 - 18, 2009 Fax: 01825 744012
Venue Chester Racecourse Website: www.penman-fairs.co.uk
Name of Seattle Cash & Carry Western Exhibition Inc. Arts & Crafts, Gift
USA Fair Show 2181 Greenwich Street, San Wares
Date November 6 - 8, 2009 Francisco, CA 94123-3493
Venue Seattle Convention Center | Fax : 415.346.4965,
Email: showinfo@weshows.com
Web: www.weshows.com
Name of New York Gift Show Arts & Crafts, Gift
USA Fair Wares
Date Jan. 30 - Feb. 4, 2010 Web: Www_nyigf_com
Venue Jacob K. Javits
Convention Center
Name of Dallas Int'l Art & Jewelry | palm Beach Show Fine art, antiques, and
USA Eaaltre 223“’5 -9, 2009 510 Evernia Street, West Palm Florida, (e
Venue Dallas Convention Center | United States Of America-33401
Tel: +(1)-(561)-8225440
Fax: +(1)-(561)-8376651
Name of Glass Craft & Beads Las Vegas Management Gifts, Handicrafts, Arts
USA Fair Expo E-mail: patty@lvmanagement.com & Crafts, Antiques,
Date Apr. 7 -11,2010 Web: www.glasscraftexpo.com/ Glass & Beads Craft
Venue Dallas Convention Center
Name of Sanfrancisco Cash & 2181 Greenwich Street, San Arts & Craft, Giftwares,
USA Fair Carry Show Francisco, CA 94123-3493
Date Oct. 3 - 5, 2009 Fax : 415.346.4965
Venue Concourse Exhibition Hall | Email: showinfo@weshows.com
Web: www.weshows.com

Source : Internet
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1. The Iconography of Nepalese Buddhism US$ 10.00
2. The Iconography of Nepalese Buddhism (Germany) USS$ 15.00
3. Short Description of Gods & Goddesses US$ 03.00
4. Product Catalogue (8 Sheets per set) US$ 03.00
5. Artistic Heritage of Nepal US$ 10.00
6. Sacred Art of Nepal USS$ 30.00

(All price include mailing charges)
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8" Handicraft Trade Fair
6™ Craft Competition

Organized by:
Federation of Handicraft Associations of Nepal
In cooperation with: PlaNet Finance
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