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Useful EU MARKET TIPS:
WOODEN HOME DECORATION AND ACCESSORIES

The wooden home decoration and accessories market is expected to show some
growth again and recover, especially because products with a natural look, like
wood, are increasingly popular in EU. Thus when people do have confidence
again they are expected to spend on natural looking products.

This survey aims to provide product-specific market information. By focusing
on the EU market(s) for one product(group), this document provides additional
in-depth information, complementary to the more general information and data
provided in the CBI market survey ‘The home decoration and accessories market
in the EU’, which can be downloaded from http://www.cbi.eu/marketinfo

1 Market description: consumption and production

The statistics on production and consumption of wooden home decorations
and accessories should be treated with some caution. Consumption can only
be calculated as ‘apparent consumption’: being the sum of production + imports
— exports, which unavoidably gives some distortions. Not all countries supply
production data, and the countries that do report their production tend to under-
report production where there are many smaller producers. Both production
and consumption data give only a general picture. Also, please note that the
Eurostat database is not completely exhaustive in its information and one should
be careful interpreting the data.

Consumption

The EU-27 is one of the leading markets in the world for wooden home decora-
tions and accessories (frames, statuettes and caskets), valued at € 1.3 billion
in 2007, according to Eurostat. The wooden home decoration and accessories
market has decreased by 1.0% in value on average annually over the period
2003-2007, according to Euromonitor. During the period 2003-2007 in the EU,
Frames experienced a decrease in consumption while Statuettes and caskets
increased slightly. The decrease in sales value that the market for wooden home
decoration and accessories is experiencing is partly due to decreasing prices.
According to the agencies conducting sector-specific research in the field, the
wooden home decoration and accessories market is likely to show no growth
in the coming years. This is mainly due to the fall in consumer confidence as a
result of the economic crisis. When the recession is over, and expectations are
that the EU will start to recover in 2010, expenditure on home decorations and
accessories is expected to recover again.

Major trends and variations among countries

Wooden products have both a functional and a decorative purpose. In the
EU, there is generally a growing interest in wooden products, caused by the
increasing demand for products with a natural look. There is also a tendency to
replace plastics with wooden products, because of the luxurious and classical
look which wood gives to products. Furthermore, there is a growing demand for
products with a personal and emotional touch. Consumers are willing to pay a
higher price for unusual and special products. EU consumers value the style,
quality of construction and functionality of the product.

2 Trade channels for market entry

This chapter gives a brief overview of the distribution of wooden home decora-
tions and accessories. Furthermore it contains an overview of relevant distribution
intermediaries (retail chains, importers/wholesalers, agents, etc.).

Distribution intermediaries

The trade structure of wooden home decorations and accessories in the EU is
complex, as wooden home decorations and accessories are distributed through
many different intermediaries and retailers. Figure 2.1 gives a simplified picture

of the trade structure in the wooden home decoration and accessories market,
and it shows the basic relationships between the various kinds of intermediar-
ies. As can be seen, wooden home decoration and accessories reach the end
users through a number of different intermediaries.

Most important distribution channels for developing
country exporters

While most intermediaries discussed can be of interest, the most common
trade channels for producers from developing countries are summarized
here together with examples of the trade channels in one of the researched
markets, including the company website address:

Agents - The agent is an intermediary between buyer and seller, usually
working on commission, and representing either the producer / export market-
ing organization (selling agent) or the importer-wholesaler / retailer (buying
agent). Agencies can vary in size from a single person, representing only a
few companies, to large organizations working for large retail chains or import-
ers, managing hundreds of suppliers and having a full sales staff. Production
control and safeguarding smooth logistics are among the usual tasks for an
agent. Agencies are usually combined with importer/ wholesalers, acting as
an agent for some products or producers, and as an independent importer
for others. An example is Abels in Germany (http://www.abels-handelsbuero.
de/start.htm).

Importers/wholesalers - The integration of the formerly separate
functions of importer and wholesaler has become very common in the EU.
Although separate importers and wholesalers do still operate, they form only
a small minority. The wholesaler has become a dominant factor in the market
for wooden home decorations and accessories together with retailers. Both
have a dominant position in the market because they offer the easiest way
for exporters to send their goods abroad, mainly because the producers then
only need to deal with one organization, which makes the whole process faster
and cheaper compared to the other opportunities. They are very knowledge-
able about fashion and trends, have an extensive buying and sales staff,
and often hold stock. Importers-wholesalers sell to both individual shops
and retail chains. An example is Arte in Germany (http://www.arteimport.
defindex.html).

Buying Groups - As the purchasing of a collection is very time- and
knowledge-intensive, individual retailers can work together in a buying group.
The buying group can offer different forms of co-operation, from simple buying
and importing to offering a complete shop formula in a franchise structure.
An example in The Netherlands is Intres (http://www.intres.nl/Pages/default.
aspx).

Retailers - The largest chains of shops, whether department stores, furniture
retailers, garden centres or hypermarkets, usually have their own buying staff
and, with wholesalers, often offer the easiest way to export. The number of
links in the chain from producer to consumer is thus limited to one, resulting
in high cost efficiency and control over the buying process. Examples are
Ikea from Sweden http://www.ikea.com) and Marks and Spencer from the
UK (http://www.marksandspencer.com/).

Export marketing organizations - When individual producers are
too small to contact foreign buyers, they can bundle their efforts into an
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export marketing company. This can be a separate company, buying from
the producers and selling to the importer-wholesaler, or an initiative by the
producers, in the form of a cooperative or a company owned by producers.
An example is Tara Projects in India http://www.taraprojects.com/).

Retail trade

There are hardly any shops selling just wooden home decorations and ac-
cessories, but many outlets sell home decorations, of which wooden home
decorations and accessories form part of their stock. The largest operators
in the market are international retail chains like IKEA (originally from Swe-
den), Casa (Belgium), Habitat (UK) and large importers/wholesalers like
Haans (The Netherlands), Gunther Lambert (Germany), Becara (Spain).
However, none has a dominant market share in wooden home decorations
and accessories, although IKEA's share is probably the largest. Next to
these larger companies, there are tens of thousands of smaller importers,
wholesalers and retailers.

Another feature of the European market for home decorations and accesso-
ries is the wide diversity of retail forms. Below the most important retail forms
are summarized and examples of those retail forms in one of the different
researched markets are given by means of company websites:

+ specialised retailers (for example http://www.casashops.com)

+ department stores (http://www.debenhams.com)

+ mail-order catalogues (http://www.neckermann.com)

« super- and hypermarkets (http://www.carrefour.com)

* DIY (Do It Yourself) stores and garden centres (http://www.intratuin.nl/)
* E-shops (http://www.lauraashley.com)

All retailers can operate individually or as part of a chain.

General Trends and Developments

= There are no specific brands for wooden home decorations and
accessories. Brands are usually linked to a shop, and attached to
the complete collection. There is, however, a trend of large brands
in the fashion market moving into the market for interior articles, for
example Zara Home (Spain), Sissyboy Homeland (The Netherlands)
and Benetton home collection (Italy).

= There is a definite trend towards the shortening of the distribution
chain in order to cut costs, especially for the larger organisations.

= On the other hand, there is an opposing trend of enlarging the
distribution chain. Both producers and importers see advantage in
outsourcing labour- and cost-intensive activities. It can be worthwhile
to work with an export marketing organisation or selling agent instead
of employing in-house sales staff. On the buying side, we see atrend
towards outsourcing the buying efforts to buying agents.

= Many importers, whether they are retailers, importer/wholesalers
or agents, ask for exclusivity when they buy a product. The reason
is to reduce the possibility of the appearance of the same product
on the market in other retail outlets at a lower price. Against this
exclusivity, the buyer usually offers a large order, or regular repeat
orders. Furthermore, exclusivity is usually limited in time and/or to
a specific country.

= Anotherimportant cost factor is the cost of holding stock. To minimize
these costs, importers often choose to split up an order into several
consignments, if this is feasible in view of the costs of transport and
handling.

= There is a movement towards ever-shorter lead times. To be able to react
rapidly to the changing market, importers tend to place their orders as late
as possible. Buyers often demand that exporters maintain a certain stock
level of finished products, to be shipped on demand.

Price structure

The most traditional route for wooden home decorations and accessories from
producer to the end user is as follows: producer -> importer/wholesaler/buying
group/retail chain2 -> retailer - > end user. Below you will find an indication of the
average margins. Please note that information on margins should always be updated
and checked for the specific product/market combination.

Since the number of links in the export chain can differ, as can the quality and
contents of each link, it is impossible to give a standard overview of costs and
margins for the different phases in the export process. However, there is a rule
of thumb in the market for interior articles and home decorations that an article
with an FOB (Free on board) price of € 1 will cost around € 4 to € 5 in the shop
in Europe. For more information on FOB prices we refer to http://en.wikipedia.
org/wiki/Free_On_Board.

3 Trade: imports and export

Imports

Total EU-27 wooden home decoration and accessories imports for the year 2007
amounted to € 806 million. In comparison to 2003, imports have increased in value
by about 23% in total or 5.2% on average annually.

At the same time, wooden home decoration and accessories import volume for the
year 2007 was 332 thousand tonnes. In comparison to 2003, the volume of imports
has increased by about 49% in total or 11% on average annually.

Itis interesting to note that imports have increased both in value and volume whilst
consumption has decreased slightly but this can be explained by a large decrease
in production in the EU-27. Expectations are that the production in the EU-27 will
keep decreasing and that producers from developing countries will play a big role in
taking over this production. Thus, imports into the EU-27 are expected to increase,
especially after the economic crisis is over, when the demand for wooden home
decoration and accessories is increasing again. The value of imports is expected to
show little growth, also in the long run, due to the fact that import prices are falling
worldwide and a lot of imports come from Asian countries that are dedicated to the
lower price segments.

Opportunities and threats

0 Many EU producers have shifted their production to DCs to benefit from the
production advantages. Especially producers of low capital, highly labour-inten-
sive products choose to outsource their production. They combine their efficient
and high-quality production systems with the low labour costs in the developing
countries. Outsourcing their production to cheap(er) contract producers is also a
popular way to benefit from the more favorable conditions in these countries. This
development, in turn, has offered the local producers in developing countries a
chance to copy the new technologies and production systems. Therefore, the quality
of their products has improved considerably. Especially China has taken advantage
of these developments and therefore poses an increasing threat to EU producers,
but also to other producers from developing countries.

Q Furthermore, the outsourcing trend has given producers in these countries the
opportunity to learn the preferences of the EU market consumers. Eastern Euro-
pean countries such as Poland, Czech Republic, Romania and Hungary, though
not considered developing countries, have also benefitted from the outsourcing
by EU-producers. These countries are therefore considered to be the most impor-

(Contd. in Page 7.......)
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tant competitors of the developing countries. The producers in Eastern Europe
distinguish themselves by employing a differentiation strategy based on superior
quality in each segment and product, since they are not able to compete with the
low Asian prices.

OAs already mentioned, European consumers are aware of environmental issues.
When you produce wooden products for export to the EU-27 you should be aware
of the laws and regulations in the EU concerning wood and its origin. Uncertified
products can be hard to sellin the EU-27 or can generate a lot of bad publicity. More
on laws and regulations in the EU can be found in Chapter 5 on market access
requirements. Nevertheless, because products with a natural look, like wood, are
increasingly popular, this still creates an opportunity for DC producers.

The same development or trend can be an opportunity for one exporter and a
threat for the other; exporters should analyze if these developments represent an
opportunity or a threat and the outcome of this analysis depends on the specific
situation of an exporter. We refer to Chapter 7, of the EU survey ‘The home
decoration and accessories market in the EU’, (2009)

Website address for information on Opportunities and
Threats.

EU Expanding Exports Helpdesk - http://exporthelp.europa.eu/

Eurostat — http://epp.eurostat.ec.europa.eu - official statistical office of the EU
International Chamber of Commerce, (http://www.iccwbo.org)

International Trade Centre UNCTAD/ WTO, (http://www.intracen.org)
European Union (official site) (http://europa.eu/)

5 Market access requirements

As a producer in a developing country preparing to access any country in the
EU, you should be aware of the market access requirements of your trading
partners and the government. Requirements are defined through legislation and
through labels, codes and management systems. These requirements are based
on environmental, consumer health and safety and social concerns. You need to
comply with EU legislation and have to be aware of the additional non-legislative
requirements that your trading partners in the EU might request.

For information on legislative and non-legislative requirements, go to ‘Search
CBI database’ at http://www.cbi.eu/marketinfo, select your market sector and
target country in the category search, click on the search button and click on
market access requirements.

Packaging, marking and labelling

General information on packaging, marking and labelling can be found in
Chapter 6 in the CBI market survey (‘The home decoration and accessories
market in the EU’, 2009).

Packaging is a vital part of successful export operations. Export packaging
has to comply with a number of additional requirements as exporting implies
longer transport, rougher handling and tougher competition than domestic
trading. Consumer packaging has changed a good deal in recent years.
Packaging no longer serves the purposes of distribution and protection, but
plays an important role in image building, communication and environmental
protection.

According to the CBI Export Planner, packaging serves three basic func-
tions:

alt protects your product during transportation

ot breaks down your product to sellable units or simply makes the product
easily accessible for consumers

alt conveys a message to the buyer/consumer: Products from developing
countries generally have a long distance to travel before reaching their
destinations in the EU. It is very important that close attention is paid to the
packaging of products. Good packaging protects products from, for example,
the fluctuations and extremes of temperature, relative humidity, vibration and
shock, impact, getting wet and getting lost.

European Union (official site) (http://europa.eul)

European timber trade association (http://www.febo.org/)

Business to business marketplace for timber and wood products
(http://www.globalwood.org/trade/corpview.asp)

Business to business marketplace for wooden accessories (http://www.
woodenaccessories.com/)

(Source: CBI Website)
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ABRIT®! UBRIOIE:
1. The Iconography of Nepalese Buddhism US$ 10.00
2. Short Description of Gods & Goddesses US$ 03.00
3. Product Catalogue (8 Sheets per set) US$ 03.00
4. Artistic Heritage of Nepal US$ 10.00
5. Sacred Art of Nepal US$ 30.00

(All price include mailing charges)
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