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EXECUTIVE SUMMARY 

The furniture industry in Bulgaria, one of the first craft industries in the 
country, dates back to before 1876 when artisans created unique caNed pieces 
of furniture. In 1939, furniture manufacturing production accounted for 10.3% of 
the total industrial production of the country. It employed 9,600 workers and 
ranked third among the 16 branches of industry. Between 1949 and 1989, the 
furniture industry paralleled the country's socialist industrialization development 
which resulted in administrative consolidation, expansion and technical 
restructuring of existing enterprises and the creation of new ones along with a 
decline in production occurring in the late 80s. And in 1992, furniture 
manufacturing production had declined to 0.9 % of the total industrial 
production of the country. 

In spite of the good intentions and investments made, the centrally­
planed economy led to a number of negative consequences that continue to 
influence the industry. This was a period of furniture manufacturing characterized 
by uniformity, low quality and absence of modern deSign. Factories produced 
exports for COMECON member-countries, only. The low quality criteria, lack of 
competition and fixed low prices maintained a high demand for product. 
Government policy often resulted in poor planning decisions. And, finally, the 
placing of the industry in the lowest remuneration category forced the qualified 
work force to other industries. 

1989 found tile furniture manufacturing industry in a conundrum situation. 
The industry enjoyed a relatively good production base, an abundant labor 
source and a relatively low indebtedness to banks and suppliers. But, the loss of 
traditional markets, the limited financial possibilities and the lack of professional 
managers to handle the enterprises' resources critically reduced furniture 
production. Some factories were forced to close down. 

In 1990, as Bulgaria evolved from a state-regulated planned economy 
toward a market economy, the furniture manufacturing industry experienced the 
full range of fiscal problems that characterized this period. At this point, the 
deregulation process was not successful as there was not strategic plan in place. 
This abrupt and total decentralization led to a multitude of problems for the 
furniture manufacturing industry, characterized mainly by a lack of information 
and market research, accumulation of inventory, and dependence on bank 
loans. 

To date, about 60% of the furniture manufacturing industry has been 
privatized, including over 2/3 of the largest enterprises. 
Because privatization of the industry only started in 1996 and more than 50% were 
bought out with investment vouchers, it would be difficult to determine the 
overall economic effect at this point. Currently, foreign investment has not been 
an important factor in the industry. By the end of 1995, the private sector owned 
11 % of the industry's fixed assets. It employed 7% of the workforce and realized 
12% of the total soles of the industry. 

At present, over 1300 Bulgarian companies manufacture furniture. State 
and municipal firms account for about 52; Privatized companies number about 
78; Cooperative firr"1s represent 39 and firms founded by individuals (private firms) 
make up 1131. Most of these companies are registered in Sofia based on the 
principal of end market denSity. However, some companies locate closer to the 
source of raw material and in proximity to the specialized secondary schools from 
which they hire their labor pool. 
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Current changes in housing construction, import-export markets, and 
consumer's criteria have changed the natured of products being manufactured 
in the furniture industry as follows: 

• Decrease in mass production; 

• Increase of quality; 

• Increase of market share of office and shop furniture; 

• Utilization of new materials previously unknown to the industry; 

• Development of new state-of-the-art designs. 

In addition, the market profile is drastically altered. Now, the industry has 
been forced to find new trade partners for export, raw materials and 
commodities import. It is now faced with a more competitive environment 
characterized by a greater need for marketing and advertising communications. 

As the furniture manufacturing industry's support institutions disappeared 
with the new economy, the need arose for the industry to unite on a regional 
basis and form associations to carry out joint problem-solving policies. Although 
in their infancy, it is hoped that these associations, set up regionally, will be 
effective in helping the industry develop and grow to its full potential. 

Although product profile has changed in the last decade, the share of the 
furniture industry in Bulgaria's total industrial output has remained more or less 
stable at about 0.9%. 

Industry product profile is defined by wooden cabinet furniture for the 
home; office furniture; kitchen furniture; upholstered furniture; accent pieces; 
outdoor furniture; and mattresses. 

Categories of manufacturers are divided per state-owned, privatized, and 
private. 

NIBA Consult Ltd., Sofia, has divided the industry as follows: 

Group 1 
Group 2 
Group 3 
Group 4 

Large Batch Production 
Medium Batch Production 
Small Batch Production 
Manufacturers of small 
wooden articles and 
custom-made furniture 

80+ employees 
31 - 80 employees 
11 - 30 employees 

2 - 3 employees 

Plant machinery and equipment currently being used in the industry varies 
by almost a century. Some well-capitalized factories enjoy state-of-the-art 
equipment; Some have 1980s technology; Much of the industry is facing the 
replacement and/or updating of unreliable older machinery. 

In general, raw materials for furniture production are readily available to 
all groups. 

Ample training is available to anyone who wishes to enter the furniture 
manufacturing industry from a secondary level to a Ph.D degree. 
Although these courses are technically strong, research indicates that they need 
additional emphasis on management and marketing skills. 
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Presently, there is no industry-wide standardization for quality and/or 
consumer-safety in the furniture industry. This is especially important for exported 
goods. Market data (domestic and export) does not exist. Many exporters have 
found a greater market for cheap raw materials over end products. There is, in 
many cases, a discrepancy between market demand and manufacturers' 
technical capabilities and product flexibility. Other important factors affecting 
the furniture market are an absence of marketing strategy and advertising. 
However, it is believed that the development of entrepreneurship in recent years 
will have a positive effect on the overall market. 

In 1995, the total furniture sold in Bulgaria amounted to over USD 80 million. 
However, the domestic market is affected by the sale of imported furniture. Some 
major foreign companies have opened trade offices in Bulgaria. Their furniture is 
of a considerably higher quality in the terms of design, color range and material. 
Most affected by foreign competition are office and bank furnishings, kitchen 
cabinets and upholstery categories. 

Domestic market consumers can be divided into three groups: 

Mass consumer 
Emerging Middle Class 
Upscale 

85% of pop. 
10% of pop. 

5% of pop. 

Low income; scant savings 
Growth area 
Currently buy imports 

In the past few years, furniture manufacturing quickly re-oriented its 
markets. Bulgarian furniture is now sold in over 70 countries and has established 
stable trade contacts in Austria, France, Germany, Great Britain and others. In 
1996, exports to Europe accounted for 87% of the total export of furniture 
products and exports to the Middle East and other countries in Asia amounted to 
10% (USD for 1996 $31,240,000.) 

Industry Potentials for FLAG Assistance 
There are a total of 1,300 furniture manufacturing companies in Bulgaria 

(according to available statistics.) The potential market for FLAG assistance to 
individual furniture companies, however, is limited to: 

• Start-up companies numbering 1,131 of which approximately 100, 
based on number of employees and other criteria would qualify for 
FLAG assistance. 

• All privatized companies - and those in the process of privatization -
totaling 90. This number will grow by 60 when all state-owned 
companies are privatized, making a total of 150. 

Strengths and Weaknesses of the Furniture Industry in Bulgaria 
As the Bulgarian economy grows and becomes stronger. the demand for 

well-designed, high-quality decorative home and commercial furnishings will 
increase both domestically and in the export markets. As this occurs, this industry 
will develop in importance to the overall Bulgarian economy. 

• Advantages: Infrastructure, raw materials, low-cost skilled labor, 
export orientation. 

• Weaknesses: Present low demand, shortage of capital, high energy 
costs, lack of marketing knowledge. 
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Recommendations for FLAG Assistance Strategy in the Furniture Industry 

Industry Level - Assist and consult with the government in areas that concern and 
support the furniture industry 

1. Lobbying for regulation of imports of raw materials and distribution 
of wood supplies; 

2. Collecting and organizing industry information on economic, 
production, exports and other industry indicators; 

3. Collection and timely dissemination of specialized information 
affecting the industry; 

4. Setting-up of test labs. 

Trade Association ~ - Assist in the establishment of effective trade 
associations, both regionally and nationally 

1. Assist the furniture industry by providing a voice for all members in 
lobbying parliament on issues important to its health; 

2. Provide education to the trade association on how to assist in setting 
up training courses and seminars to education members on: 

a. Management skills 

b. Export information & regulations 

c. Sales training on product & design 

d. Financial issues 

e. Marketing issues 

3. Organize networking among members; 

4. Establish international contacts; 

5. Exchange of timely information through newsletters & other 
publications; 

6. Build awareness of export quality standards that are to be certified by 
a qualified testing laboratory. 

Firm level Assistance - Assist with FLAG programs in the following general areas 

1. Marketing assistance 

a. Identifying and developing new markets; 

b. Product development; 

c. Advertising; 

d. Creating a marketing strategy; 

e. Exporting expertise; 
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2. Financial management 

a. Creating business plans; 

b. Cost analysis; 

c. Locating financial sources; 

3. Technical assistance 

a. Equipment analysis (valuation & acquisition); 

b. Quality control; 

c. Plant modernization. 

In general, most start-up furniture manufacturing firms are in need of 
marketing assistance. As in other industries, this is especially true of the privatized 
companies. Many of the start-up and privatized companies are managed by 
former employees of state-owned furniture factories who have technical skills but 
no marketing experience. 

The furniture industry, with its ample supply of raw materials, low labor 
costs, geographic locations across the country, and growth potential as the 
economy improves, should be an ideal candidate for FLAG assistance. 

SURVEY METHODS 

The present furniture manufacturing survey has been based on the 
following information sources: 

• National Statistics Institute data; 

• documents and periodicals of the Privatization Agency; 

• company catalogues; 

• research of the Forestry Engineering University; 

• independent research and analyses of NIBA Consult; 

• informal interviews of furniture manufacturers and traders; 

• talks with managers and experts in fUrniture manufacturing. 

It's important to note the following problems encountered in gathering 
primary information: 

• The National Institute of Statistics does not do research on furniture 
manufacturing since it does not consider it a major industrial branch. 
Annual statistical reference sources do not present data on furniture 
manufacturing. 

• Data from the National Statistics Institute, even when available, is 
often contradictory and can at best provide a rough guide. 
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• Private furniture manufacturing companies have been observed since 
1995. Hence, it is difficult to draw conclusions about the private sector 
financial and economic developments. 

• The most recent data of the National Statistics Institute does not go 
further than 1995. 

• There is no established informational system for privatization and 
investment developments in furniture manufacturing. 

The following should be taken into consideration when making use of 
data presented in our survey's tables and appendices: 

• Private companies distribution has been established on the basis of 
information collected so far by the method of sampling. Percentage 
representation of management factors does not include small firms 
and self-employed persons who employ 1 to 2 workers. 

• A separate group of factories which manufacture furniture in addition 
to other business activities has been included. These factories cannot 
be ignored since they possess all the characteristics of large, 
specialized furniture companies. 

• When reporting on financial and economic indicators, the concept of 
state-owned factories has been stretched to cover co-operatives and 
privatized firms. This deficiency will be eliminated when reporting on 
the 1997 results. 

• Financial data and changing indicators have been calculated in US 
dollars on the basis of the exchange rate for the respective year since 
furniture articles have not changed their dollar price for the last few 
years. Due to lack of foreign currency market until 1992, data for 
earlier periods has not been included. 

• The presented financial and economic factors follow the guidelines of 
Bulgarian accounting standards. Factories cash flow and reports are 
presented in an appendix .which makes possible the identification of 
other factors where incompatibility of national and international 
accounting systems requires it. 

Recommendations on furniture manufacturing developments have been 
formulated with the expectations that the overall economic conditions in 
Bulgaria will improve over the years and the negative influences of privatization 
chaos will be eliminated to give way to a normal working environment for the 
functioning of production and market relations. 
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Bulgarian furniture manufacturing is at a turning point in its development 
and on its way to combining the best characteristics of socialist heritage with the 
advantages of market economy. Good management and well targeted 
investment can give an impressive impetus to furniture manufacturing. 
Conversely, insufficient familiarity with significant changes in the industry, lack of 
development strategies and inadequately qualified managerial staff might limit 
the progress of furniture production and lead to a waste of extremely favorable 
profit-making conditions. Furniture manufacturing is therefore a challenging 
industrial branch for energetic and knowledgeable business oriented people. 
Tourism, tailoring and the food and beverage industry have attracted attention 
long ago. 

The roots of furniture manufacturing in Bulgaria are to be found among 
the spread of practices that developed craftsmanship occurring during the first 
half of the previous century. A pro-European orientation led to the emergence of 
small and medium sized private companies which led to furniture manufacturing 
becoming, by 1939, the third most important industry (out of 16 industrial 
branches) according to the number of employed workforce. Socialist economy 
transformed furniture factories into large, up-tO-date manufacturers of a wide 
range of furniture and wooden articles. 

These conclusions resulted from our in-depth assessment of furniture 
manufacturing in Bulgaria. The present study outlines the development of 
furniture production under different social and economic systems in Bulgaria. It 
also analyzes the major parameters relevant to the industry and draws 
conclusions that are accomplished by suggesting measures that should be 
applied to furniture factories currently existing in Bulgaria. 

The main conclusion of our study is that despite the unfavorable 
conditions of the p.'esent environment. furniture manufacturing is currently in a 
state of upsurge and its significance for the Bulgarian economy will be ever 
growing in the near future following the expected full scale privatization, 
investment and consultancy assistance. Furniture manufacturing has the 
following marked advantages over other industrial branches in Bulgaria: 

ADVANTAGES OF FURNITURE MANUFACTURING IN COMPARISON WITH OTHER 
BULGARIAN INDUSTRIES 

1. Deep-Rooted Traditions of Furniture Manufacturing in Bulgaria. One can still see 
many craft shops all around the country which use machinery that was 
installed there by master furniture makers in the 30s and 40s. A third 
generation of workers is using these to produce high quality attractive 
furniture. Furniture making calls to the fore the typical Bulgarian creativity, 
talent for invention, sense of modernity and industriousness. 

2. Bulgarian National Psychology. Bulgarians cherish possessing and furnishing 
their homes with care and taste. These ambitions have not been eliminated 
even in times of great economic stagnation. Modern trends for current and 
complete house redecoration have also found their way here. 

3. Characteristics of Furniture Manufacturing. Furniture manufacturing is 
characterized by a short production cycle and rapid return on working 
capital. 

4. The Country's Industrial Capacity. The socialist period witnessed the 
construction of impressive furniture manufacturing centers spread throughout 
the country. This is a good base for a profitable industry. 
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5. Well Developed Infrastructure. Large furniture factories are connected not 
only to the road but also to the railway network. 

6. Availability of Raw Materials. Bulgaria has enough wood to satisfy the needs of 
furniture production. 

7. Well Qualified Workforce. Bulgaria can boast highly qualified furniture 
production and design specialists. There are specialized schools and institutes. 

8. Connection with Priority Branches. The development of tourism in Bulgaria is 
closely connected to the complete and modern furnishing of tourist outlets, 
which significantly expands the home market. 

9. Export Orientation of the Branch. Bulgarian furniture products sell well on the 
international market. 

10. Forthcoming Full Scale Privatization. In the next couple of years all furniture 
factories will be privatized. 

Recent years have shown the following patterns of development: 

DEVELOPMENT PATTERNS 

1. Increasing the number and technical range of furniture companies. Our 
assessment shows that due to the advantages enjoyed by the industrial 
branch mentioned above, more and more entrepreneurs are attracted to 
furniture production. 

2. Improvement of the industrial base of existing factories. There has been an 
increase in the introduction of state-of-the art machinery and an expansion of 
industrial areas. 

3. BeHer quality of furniture products. This trend has been conditioned by market 
developments. 

Furniture production can develop along the following lines: 

DEVELOPMENT PROSPECTS 

1. Regional structuring of furniture production. There are a number of informal 
structures around the country set up to minimize supply difficulties and thus 
facilitate furniture production and distribution. On the other hand, large 
manufacturers are technically equipped to assist smaller manufacturers in 
wood drying, pressing and surface treatment. The former can therefore serve 
as a form of regional center with regard to specialization and cooperation. 

2. Cooperation with foreign companies by performing only some industrial 
processes in Bulgaria and widening the range of furniture products. 

3. Introduction of modern furniture production methods (mainly of foreign 
investors) targeted at high quality furniture export. 

Major constraint on furniture production in Bulgaria is imposed by the lack 
of working capital and an institutionalized base for the functioning of the industry. 
There are no legal institutions with procedures for the compulsory testing of 
furniture products to ensure compliance with international standards and 
requirements. Access to information is deeply unsatisfactory. The large, socialist 
created and state subsidized, scientific and furniture production institutes were 
closed down. 
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When restructuring furniture production in Bulgaria, the following risks 
should be taken into consideration: 

RISKS 

1. Increased competition with foreign furniture import companies. Bulgarian 
consumers have changed their requirements over the last few years. They 
expect high quality products and services in return for their spending. Foreign 
companies have been quick to recognize this development and enter the 
Bulgarian market through their offices and company shops. Their task was 
made easier by the difficulties experienced by large Bulgarian manufacturers 
in the period 1991-1995. The market vacuum created was filled by high quality 
foreign products heavily advertised. 

On the other hand, imports had the stimulating effect of increasing the 
quality of Bulgarian products. Production management improved and 
furniture manufacturing started to use high quality imported materials and 
chipboard. 

2. Investment in obsolete imported machinery. Due to the limited financial 
resources of Bulgarian furniture manufacturers, foreign equipment 
manufacturers and distributors offer obsolete equipment. Small furniture 
manufacturers, on the other hand, purchase obsolete machinery from former 
state factories in the process of privatisation. Investments in restructuring and 
machinery replacement, therefore, should be made only after a detailed and 
expert analysis of company offers. 

3. Rising prices of fuel and electricity are another potentially risky area for 
furniture manufacturing since fuel and electricity costs are a major expense in 
furniture produc·ion. The solution to this problem should involve energy-saving 
measures and the reduction of energy waste to a minimum, 

4. Furniture production should be adjusted to market demand. Consumer 
demand and purchasing potential (for the domestic market) should be 
properly studied and international market opportunities should be actively 
developed. 

In conclusion it should also be pointed out the promising actions of the 
current Bulgarian government in the social and economic sphere which raises 
hope for reducing the effect of unfavorable conditions and furniture production 
risks. 

FURNITURE FACTORIES CHARACTERISTICS 

Transforming furniture manufacturing into a profit-making branch requires 
concrete and properly targeted efforts with regard to investment and 
consultancy. It is therefore well justified to group furniture manufacturers 
according to their typical characteristics, problem areas and development 
potential. 

Typical characteristics include: 

• factory equipment; 

• production technologies; 

• production management; 

• number of personnel; 

13 
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• type of ownership. 

The above mentioned parameters can be used to characterize 4 furniture 
manufacturing groups: 

1. Large Batch Production Factories 
These factories develop all stages of the furniture production 

technological processes. They are in possession of high efficiency equipment and 
operate in a closed cycle including everything from the raw materials to the 
finished products. Their personnel usually exceeds 80 persons. These are state 
owned factories and former state owned factories, which have been 
transformed into new private companies. 

2. Medium Batch Production Factories 
These factories develop the technological processes for all stages of 

furniture production. They are in possession of multi-purpose units and some 
specialized machinery; they operate in a closed cycle from raw materials to 
finished products and their personnel range from 31 to 80 persons. These are 
cooperatives, municipal entities and start-up private companies. 

3. Small Batch Production Factories. 
These factories are well equipped for furniture forming where limited 

surface treatment is required. They are in possession of multi-purpose machines 
and the operating cycle is semi-complete since they use mostly semi-finished 
materials. These are private companies with personnel ranging from 11 to 30 
persons. 

4. Manufacturers of Small Wooden Articles and Custom Made Furniture 
These factories are well equipped for furniture forming where minor 

surface treatment is required. They are in possession of a limited number of multi­
purpose machines; they manufacture small wooden articles from raw materials, 
and custom made articles from semi-finished products; there are private 
companies with up 'to 10 employees. 

Our study analyzes furniture manufacturing on the basis of the four major 
groups described. 

There is a large number of woodworking companies equipped with few 
multi-purpose machines which are used mainly for furniture repair and a limited 
range of other services. Their staff consists of 2 to 3 employees. 

These companies are not an object of the present study since they do not 
manufacture finished products. 

The percentage of the each factory group out of the whole number of 
existing furniture factories is presented in Table 1. 

Table 1. 
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PROBLEM AREAS IN EACH GROUP 

The following table (2) presents and ranks the range of problems 
associated with each group of manufactures. 

General problem areas of furniture manufacturing are outlined in the 
review of furniture production macro-environment characteristics. (see 1.2) 

The acuteness is graded from a for lack of problems in the appointed 
group to 3 for grave problems whose solution necessitates both factory initiatives 
and qualified outside assistance. The intermediate grades of 1 and 2 characterize 
the problem as: one that can be eliminated by means of measures undertaken 
and financed within the factory (1), or by engaging outside assistance (2). 

Table 2 
Problem Areas 

Group Group Group Group Problem 
1 2 3 4 Gravity 
I II III IV (points) 

7 2 3 4 5 6 
I. Machinery 35 
1. Poor condition of machinery 3 1 a a 4 
2. Lack of high quality instruments and 3 1 1 2 7 
spare parts 
3. High energy consumption of 3 2 1 1 7 
production 
4. Unsatisfactory safety level 1 1 2 3 7 
5. Risk of accidents or the halting of 3 2 2 3 10 
production processes 
II. Production Process Management 23 
6. Use of poorly compatible 1 2 3 2 a 
technologies 
7. Lack of sufficient production space a a 1 3 4 
a. Lack of adequate means for a 2 3 3 a 
transporting components within the 
factory 
9. Unsatisfactory technical and 3 a 0 0 3 
management conditions for 
_Qroduction change 

7 2 3 4 5 6 
III. Managerial staff 
10. Poorly qualified production 2 1 1 0 4 
personnel 
11. Poorly qualified managerial staff 3 2 2 3 10 
12. Lack of flexibility and preparedness 3 1 0 0 4 
for change 
13. Low pay 3 a 1 2 6 
IV. Market related 
14. Too few existing markets 3 2 1 1 7 
15. Lack of adequClte marketing and 3 3 1 2 9 
advertising 
V. Lack of associations 1 2 3 3 9 
Overall gravity of problems 28 15 17 22 82 

The following conclusions can be drawn: 
Four problems have proved to be most prominent in furniture production These 
are: 
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• risk of accidents or the halting of production processes (overall gravity 
of 10). This is related to the current state of energy carriers in the 
country. 

• poorly qualified managerial staff (overall gravity of 10); related to 
transition difficulties of the country. 

• lack of adequate marketing and advertising (overall gravity of 9). So 
far furniture manufacturers have not been able to allocate funds for 
marketinQ research and advertising. 

• lack of regional associations (overall gravity of 9). This is a particularly 
severe problem for group 3 and 4 factories since it limits their supply of 
cheap raw materials and so their participation in both the domestic 
and foreign market. 

Our analysis shows that efforts should be mainly targeted at group 1 where 
the overall gravity of problems ranges from 28 up to a maximum of 48. 
Equipment, personnel, management and marketing should be dealt with first . 

Factories from groups 2 and 3 are the most adaptable due to lower levels 
of problem gravity. 
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1. DEVELOPMENT OF FURNITURE MANUFACTURING IN BULGARIA 

1.1. Furniture manufacturing up to 1989 
The furniture manufacturing industry is a traditional industry of the 

Bulgarian economy. It is one of the first craft industries in the country and dates 
back to before 1876. Typical for the early craft period was the making of unique 
carved pieces of furniture of high artistic value. 

After 1876, conditions were set for the development of a national 
economy. The first furniture manufacturing enterprises were opened. Within a 
short period, furniture manufacturing became one of the leading branches of 
industry. In 1939, furniture manufacturing accounted for 10.3% of the total 
industrial production of the country. It employed 9,600 workers and ranked third 
among the 16 branches of industry, coming after the food and textile industries. 

The development of furniture manufacturing between 1949 and 1989 
followed the course of the country's general economic development and 
featured all the characteristics typical for socialist industrialization. The 

" J development of the industry passed through three major phases: 

• administrative consolidation; 

• expansion and technical restructuring of existing companies and the 
creation of new companies; 

• decline of production. 

In spite of the good intentions and the investments made, the centralized 
planned economy led to a number of negative consequences that have been 
influencing the industry to date. 

• The accelerated uniform construction of administrative and 
apartment buildings that was imposed by fast urbanization 
determined furniture manufacturing product structure. The furniture 
manufactured was characterized by uniformity, low quality and 
absence of modern deSigns. 

• The trade balance in the companies were maintained artificially. 
Unlimited quantities of raw materials, generally local and cabinet 
wood from Komi (Russia), were supplied through centralized planning. 
The raw materials and basic commodities that necessitated 
importation from western countries were paid for by the state out of 
the country's currency reserves and the government did not require 
adequate pricing of the end product to be made. The exports of the 
furniture products were secured on the markets in the COMECON 
member-countries. The low quality criteria, lack of competition and 
the fixed low prices maintained a high demand for furniture products. 

• The management of the individual furniture manufacturing 
companies was limited to the fulfillment of government policy through 
central management institutions. The inefficient production and 
management decisions that led to important losses, were 
compensated by the state with financial and commodity loans. In 
actual fact, enterprise managers had no opportunity to make 
independent decisions. The deciSions on restructuring, technical 
enhancement, employment matters, and other important decisions 
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were made without the participation of the companies management 
boards. 

• The placing of the industry in the lowest pay-categories resulted in the 
moving of the highly qualified work-force to other industries. 

At the end of 1989, important changes occurred in the country, and the 
furniture manufacturing industry found itself in quite a controversial situation. On 
the one hand, the industry enjoyed a relatively good production base, modern 
technology and organization of production, labor, and a relative low 
indebtedness to banks and suppliers. On the other hand, the loss of traditional 
markets, the limited financial possibilities, and the lack of professional managers 
to handle the enterprises' resources critically reduce furniture produc~ion. Some 
furniture manufacturers were forced to close down. 

In 1989 there were 68 large state-owned furniture manufacturing 
enterprises and over 50 smaller state companies and a multitude of small 
independent workshops. 

Furniture manufacturing companies were included in the system of 
several institutions and organizations: 

• SO Mebel at the Ministry of Forestry /the largest group including 32 big 
state plants that formed the main body of the furniture 
manufacturing industry and produced over 2/3 of the total furniture 
output/; 

• SO Stara Planina at the Ministry of Forestry /enterprises that, along with 
woodworking as main activity, also included independent furniture 
manufacturing/ ; 

• Central Union of Labor Artisan Cooperatives / craft's cooperatives of 
which around 30 were specialized in furniture manufacturing/; 

• Ministry of Light Industry /combined industrial enterprises in all big 
towns carrying out seNices for the popUlation, including custom-made 
furniture/ ; 

• Ministry of Machine-Building /plants manufacturing tubular furniture, in 
most cases as additional activity/; 

• Municipalities /specialized furniture manufacturing municipal 
companies/; 

• Other organizations and institutions such as the Ministry of Justice, the 
Union of Bulgarian Artists, the Union of People with Impaired Hearing 
and others. 

Scientific research was concentrated in three specialized branch units: 

• the Institute for Furniture and Furnishing; 

• the Furniture Manufacturing Scientific and Research Center / NIBA /; 

• the Higher Technical Forestry Institute. 
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Imports of raw materials and commodities and exports of furniture was 
performed in a centralized manner through the state company Lessoimpex. 

1.2. The furniture manufacturing industry after 1989 

1.2.1. Political and economic environment 

In 1990 radical economic changes started in Bulgaria- the transition from 
a centralized and state regulated planned economy toward the development of 
a market economy. In the industrial sector, the reform incorporated four basic 
components: 

• decentralization, de-monopolization and restructuring of state-owned 
companies; 

• market, technological and product restructuring; 

• privatization; and 

• liquidation of loss generating enterprises. 

In the past few years, despite the difficulties and the setbacks, the first 
steps were made towards restructuring of ownership, decreasing of the role of 
the state, liberalization of prices, foreign trade regulations, restructuring of the 
banking system, etc. However, the process has also been accompanied by some 
negative tendencies - galloping inflation, large budget deficit, high interest rates, 
increasing internal debt, bankruptcy of banks, a sharp drop in real income, 
destructive fiscal policy, excessive liberalization of monetary, currency and 
imports policies, economic corruption and crime. 

After 1989, the industrial enterprises are characterized by the following 
features: 

• traditional foreign markets have been lost for good; in addition, the 
repressing of the domestic market has led to the accumUlation of 
stock reserves and a large indebtedness to banks; 

• the financial situation of the state-owned enterprises has markedly 
deteriorated after the cessation of subsidies and the companies have 
found a substitute for the government subsidies in the banking system; 

Furniture manufacturing is characterized mainly by radical changes in 
state regUlations, controls, ownership, product strategy, management, and 
market concepts. 

1.2.2. State regulations and controls 
A basic issue in the structural reform after 1990, was the reduction of the 

role of the state in the country's economic life. 

In the absence of an appropriate government strategy and a concept 
for the country's economic development, the deregulation process was not 
successful. 

The lack of appropriate strategy acutely affected the furniture 
manufacturing industry. From the start of the transition, the industry was switching 
its affiliation to different central ministries and institutions, some of which were not 
interested in the industry. In 1989, the economic group SO Mebel was closed 
down. Until then, SO Mebel had carried out the entire planning, financial, 
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economic and trade activities of the industry's state companies. In the 
beginning of 1991, the specialized scientific and research unit, working in the 
field of furniture manufacturing management and organization, was also closed 
down. Shortly after, the methodological functions of the Institute of Furniture and 
Furnishing were suspended. Finally, the transfer of the state~owned furniture 
manufacturing enterprises under the direction of the Ministry of Industry actually 
completed the process of detaching the industry from its natural environment -
the raw material base. On the other hand, the Ministry of Industry, overburdened 
with other functions, did not give special attention to the industry's specific 
problems in the period of transition toward a market economy. 

The absence of any government policy whatever (structural, investment, 
scientific, foreign trade and so on) with relation to the furniture manufacturing 
industry and the abrupt and total decentralization led to the following negative 
results: 

• the industry lost its viability to defend its interests before the legislative 
bodies with regard to the competition in imports and raw material 
distribution; 

• the entire information base that was necessary for the operational 
and strategic planning in each enterprise, was destroyed; 

• qualified intellectual resources were dispersed; 

• the industry lost the possibility of developing benchmark standards, 
market research, benefits from foreign expertise. 

There are still about 50 state-owned furniture manufacturers. Of them, only 
the municipal and the smaller state~owned firms have a relatively good prospect 
for working in normal conditions by reason of their lower indebtedness and 
relative low concentration of production capacities. The main problem that big 
furniture manufacturers are facing now is the change of ownership. All the 
existing organizational and management decisions are being put off until new 
owners take over. 

1.2.3. Privatization 
The first Act to regulate the privatization process, the Law on Privatization, 

was adopted in the middle of 1992. Despite good intentions over the past five 
years, the privatization process in Bulgaria has been very slow. 

The first step toward privatization was the transformation of the stat& 
owned enterprises into on&man businesses with stat&owned property. In that 
interim form, ownership was transferred from the state to societies, and the aim 
was to make the state-owned companies work in market conditions. In practice 
however, the state retained control over newly established companies. 
Subsequently, a number of legislative documents were adopted regulating the 
privatization of companies and annual programs for cash privatization (through 
direct payment) and mass privatization (through investment vouchers) were 
approved. 

The privatization process of the furniture industry is characterized by the 
following specific features: 

Furniture manufacturing is not among the priority industries in government 
privatization programs. The reason however, is not that the government is 
unwilling to privatize the furniture manufacturers but the fact that the industry is 
considered as non-strategic for the GOP growth; 
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The present government is 100 per-cent in favor of privatization of the 
furniture industry in the shortest amount of time. Presently. the privatization 
process has been delayed chiefly because of two reasons: (i) invalid tender 
papers; (ii) high initial price for some enterprises. 

There is increased interest in the purchase of all the enterprises in the 
industry by privatization funds and private persons; 

The lack of information and advertising about companies available for 
cash privatization is also a problem. 

In light of the fact that the privatization of the furniture manufacturing 
companies started in 1996. it is not possible to make an adequate analysis of the 
economic effect resulting from privatization. Most likely. such an analysis can be 
done in 2-3 years. considering that more than half of the furniture manufacturing 
companies were bought out with investment vouchers. At present the majority of 
privatization funds (big owners) are not disclosing what level of participation 
they intend to keep in the management of those companies. 

To date. about 60 per cent of the furniture industry has been privatized. 
including over 2/3 of the largest companies in the industry. Thirty-one furniture 
manufacturing companies and 24 wood-working and metal-working firms have 
been privatized through investment vouchers. Some of those companies have 
retained shares for cash privatization and restitution claims. 

The goal is the remaining companies that are not privatized through 
investment vouchers. should be sold out under the cash privatization 
mechanism. Since 1995. over 20 firms have been bought out under the cash 
privatization formula. All the large state-owned firms. excluding the firms 
manufacturing school furniture. are being prepared for cash privatization. 

After the adoption of the Law on Cooperatives in 1991. the furniture 
cooperatives transformed their status. and the cooperative rights of their owners 
as legal entities were restored. 

Until now. foreign investments have not been an important factor for the 
restructuring of the furniture industry. 

To date. under the cash privatization formula. foreign investors have 
acquired interest in three state-owned companies: 

• Pirinska Mura AD - Bansko - a Bulgarian-US company (67% of capital); 

• Hemus AD - Troyan - a Bulgarian-US company; and 

• Buies AD - Bourgas - an Austrian company (70% of capital). 

1.2.4. Private sector 

The transition to a market economy in Bulgaria has been hard and slow. 
There is still no legislative mechanism for the stimulation of small business. There 
are not enough specialized government programs for the support of 
entrepreneurship. 

There is no institution to measure entrepreneurship in the country. Due to 
the lack of resources. the Union for Economic Initiatives of Citizens. the only 
national organization. is limiting its activities toward changing existing legislation 
and organizing forums on specific problems in the field of entrepreneurship. 
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The banking system does not finance entrepreneurial initiatives and high 
interest rates make the few entrepreneurs who want to borrow for production 
purposes give up. 

Entrepreneurship training, although supported by international institutions, 
is still inadequate. For most entrepreneurs excessive taxation is beyond their ability 
to pay. 

In spite of the existing serious problems in the private sector, over 1100 
private firms, working in the furniture manufacturing business, have been 
registered since 1990. 

Private companies were created by three main groups of entrepreneurs: 

• Individuals who even up to 1990, performed minor carpenter services 
using their own machinery and equipment, and unemployed industrial 
workers. The companies that were created by this group of 
entrepreneurs, still possess little equipment and produce only single 
pieces of furniture; 

• Individuals with higher education and better qualification in furniture 
manufacturing. In most cases, these are people who had occupied 
executive positions in industry and were dismissed. This entrepreneur 
group created comparatively good companies on the basis of former 
contacts and production experience. 

• Individuals with no apparent relation to the industry, but possessing 
investment resources. Against the background of the total shortage of 
financial funds in the industry, the companies that were set up by this 
group, are considerably more competitive and export-oriented. 

However, although the activity in the private sector of the industry has 
been growing, it is still showing low aggregate results. By the end of 1995, the 
private sector owned 11 per cent of the industry's fixed assets, It employed 7 per 
cent of the work force and realized 12 per cent of the total sales in the industry. 

1.2.5. Changes in the product and market structure of the industry 

Changes in housing construction, import-export markets, consumers' 
criteria, etc. have changed the nature of the products manufactured in the 
furniture industry in the following directions: 

• decrease in the mass production of furniture; 

• Increase of quality; 

• increase of the market share of office and shop furniture; 

• utilization of new materials previously unknown to the industry; 

• pursuit of new designs and unique and futuristic pieces of furniture. 

The main changes in the market affected the following: 

• The geographical distribution of foreign markets changed. Until 1990, 
over 90 per cent of furniture exports were designed for the former 
Soviet Union. That market has decreased 8-fold. The industry has 
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found new trade partners for furniture exports and raw materials and 
commodities imports; 

• The industry started working in a competitive environment. The 
importation of quality western goods has affected the domestic 
furniture market; and 

• The role of marketing and advertising has increased and has become 
a major tool for the furniture market. 
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2. ORGANIZATIONAL STRUCTURE OF THE INDUSTRY 

(see Appendix A) 

2.1. Number and allocation of furniture companies by type of ownership 
At present. over 1300 companies throughout the country manufacture 

furniture. By type of ownership, they can be divided into the following groups: 

• State and municipal firms, accounting for about 4% of the total 
number of furniture manufacturing enterprises. 

• Privatized companies - about 6% of the total number of furniture 
manufacturing enterprises. These include specialized enterprises and 
companies from other branches of industry that carry out 
independent furniture manufacturing activity. 

• Cooperative firms - about 3% of the total number of furniture 
manufacturing enterprises. 

• Firms founded by individuals (private firms), which represent about 87% 
of the total number of the registered furniture manufacturing 
enterprises. 

Source of labor of a majority of private companies are the entrepreneurs, 
members of their families and maximum 1 to 2 assistants. According to a recent 
survey, 75-80% of the total number of the registered private companies 
manufacturing furniture have this profile. 

2.2. Geographical location of furniture companies 
As a rule, furniture manufacturing enterprises are created on 2 principles: 

(i) near the raw material sources. (That is also where the specialized secondary 
schools are also situated.); and (ii) in the big cities where the majority of furniture 
consumers are located. (see table 3) 

.' . 
The larger market activity explains the registration of most companies in 

Sofia. However, not all of them have developed their production base in the 
capital city. 

The location of the privatized companies does not follow any specific 
logical order. In general, the companies are founded close to raw-material 
bases. 
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Table 3 

Statistics indicate that 69% of all the furniture manufacturers are situated in the 22 
biggest towns in the country. 

2.3 .. Trade Associations and Unions 

After the close down of SO Mebel, the state-owned furniture manufacturing firms 
united on a regional basis and formed a couple of companies with the aim of 
carrying out a joint policy in solving their internal problems and for mutual 
assistance. Such economic groups were Comfort-Sofia, Trayana-Stara Zagora, 
Bules-Bourgas, Zornitsa-Dobrich and others. These groups existed for two years 
and fulfilled their purpose at the beginning of the transition period. 

At present, there are three economic groups in the industry. Despite the 
differences in the type of ownership of their members, their common feature is 
the logical linking of raw material with the end-product, that is, the uniting of 
wood-working and furniture manufacturing companies. 

Wood-working and Furniture Manufacfuring Consortium - Sofia, founded in 1995 as 
a joint-stock company. The consortium was established on a production basis 
and it unites the biggest state-owned wood-working firms and the firms 
manufacturing furniture from wood. The consortium was set up with its goal to 
carry out: 

• investment and innovation policies; 

• marketing and advertising activities; 

• trade in the country and abroad; 

• broker and representation activities; 

• information seNices; 

• marketing and economic analyses; and 
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• programs, forecasts and strategies. 

At the time of its foundation, the group included 47 firms. Later, their 
number dropped to 23. There are two main reasons for the shareholders' decision 
to quit the consortium. First. the group was created by people who had long 
worked in the top administration of the industry similar to the state economic 
group SO Mebel that existed until 1990. The administrative methods and the lack 
of funds caused the withdrawal of some firms. Others withdrew as a result of the 
privatization process. 

The Chamber of Wood-working and Furniture Manufacturing - Sofia, founded in 
1992 as a non-profit association. The Chamber has 67 state and private wood­
working and furniture manufacturing companies from all over the country on a 
voluntary basis. The association was created in order to support and protect the 
interests of employers. The main problems the Chamber dealt with in the past 
year were related to privatization, distribution of raw materials and exportation of 
wood-working and furniture manufacturing produce. 

The Wood-workers' Chamber of Crans in Bansko, founded in 1996 as a regional 
cooperative union. It unites the interests of 26 private manufacturers, some of 
which are small companies for carpentry services. 

Its aim is to unite the interests of its members and to support their activity in 
the following spheres: . 

• accelerated implementation of technical advance achievements; 

• training; 

• international cooperation; 

• information, publications and advertising; 

• economic analyses and projects; and 

• management consulting. 

Unlike the above two groups, the Chamber of Crafts has excellent 
prospects for development. Its main problems are insufficient funds and the lack 
of management experience. 

In addition to the big groups, in the past two years, several small groups, 
including 2 to 5 furniture manufacturers, were also registered with the aim to 
provide consumer services, joint exports or joint utilization of available capacities. 
Some of these are Mebelkomplekt Ltd., Sofia, the association of Albena Ltd., 
General Toshevo and Rademo Ltd., Varna and others. The objectives of such 
associations are related only to the fulfillment of their own programs and they do 
not pretend to serve or protect industry or regional interests. There are no 
associations for companies manufacturing furniture from metal, plastic and 
rattan. There are no specialized associations.for vendors of furniture, either. 

In the furniture industry there are also a number of unregistered groups of 
firms, with the objective of mutually assisting their own activities. Such informal 
associations can be found in Smolyan, Velingrad, Yakoruda, in Sofia, Plovdiv and 
elsewhere. 
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3. PRODUCTION OUTPUT 

3.1. Volume 
The following table 4 presents data on production output for the period 

1991-1995: 

Table 4 

Production output 86.71 89.06 108.02 

manufacturing in 100% 97.2% 102.7 % 99.6% 124.6% 
with 1991 

al output in 100% 84.1 % 74.9% 81.3% 85.6% 
1991 

share of N/A 0.9% 0.96% 0.96% 0.92 
industrial 

The presented data shows that furniture manufacturing output, in 
comparison with the overall national output, has been on the whole increasing in 
US dollars value. 

The share of furniture industry of the total industrial output has remained 
more or less stable at about 0.9%. 

3.2. Product Range 
Data from the last few years shows that Bulgarian furniture factories 

produce the following furniture types: bedroom sets, single bedroom furniture 
pieces, single unit cabinet furniture, bookcases, office furniture, writing bureaus, 
cupboards, shelves, sitting-room tables, kitchen tables, kitchen cupboards, 
upholstered and non-upholstered chairs, hat· stands and entrance hall furniture, 
complete upholstered suites, single unit furniture items: upholstered articles, 
mattresses, outdoor furniture and furniture for public buildings (hotels, restaurants, 
offices etc.). 

_ All these articles are manufactured both in large factories and numerous 
privately owned companies, cooperatives and plants from other industrial 
branches. 

Output dropped significantly after 1991 due to the transition to a market 
economy. Output figures for the period 1991 -1996 are presented in Table 5. 
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Table 5 

The figures in the table show a sharp decrease in sitting-room furniture 
(bookcases and upholstered suites). The output of single unit furniture, however, 
has increased (tables, hat stands, cupboards etc.). This phenomenon can be 
explained by consumers' reduced purchasing abilities. . 

Outdoor furniture production has increased which shows growth in the 
purchasing power of this consumer group. In addition more outdoor furniture is 
being exported. All other categories of furniture production have been fairly 
stable over this period. 

3.3. Classification of Furniture Factories by Type of Production 
1. Manufacturers of cabinet furniture and wooden articles: 

• kitchen cupboards; 

• wardrobes and bedrooms; 

• bookcases, shelves and tables; 
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• chairs; 

• special wooden articles: woodwork, small wooden articles, toys, wood 
carving and style furniture. 

2. Manufacturers of upholstered furniture. 

3. Manufacturers of non-wood furniture: 

• metal furniture (tubular furniture, wrought iron furniture etc.); 

• rattan and rush-board furniture 

• plastic furniture. 

Manufacturers have been classified according to plant profile. Indeed, 
there are some manufacturers of kitchen cupboards which, with only minor 
restructuring, could easily be transformed into manufacturers of cabinet furniture 
and wooden articles. There are also factories already working within an existing 
regional scheme combining the production of several article types. The most 
frequent case of this is combining cabinet furniture with upholstered furniture 
production to complete the house furnishing process. 

There are few upholstery manufacturers among former state owned 
factories. This market niche has been filled by private companies since 
upholstered furniture requires less initial investment in machinery and industrial 
areas. Concentrating significant production capacities in privatized furniture 
factories allows for the manufacture of a wide range of articles. The following 
table 6 present furniture factories distribution in terms of ownership and product 
type. 

Table 6 

The high percentage of case furniture in privatized factories with 
additional activities is due to the inherited technological specialization of these 
companies as woodworkers. Available capacities and market orientation in 
various sectors are the two main reasons for differences in the production 
assortment structure (Table 7). 
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The private sector has naturally directed its efforts to satisfying the growing 
demand for office furniture without ignoring the home furniture manufacturing 
potential. 

By force of habit large privatized factories continue to develop their 
traditional range of products. Factories which still remain under state ownership 
are the most specialized in certain product ranges 
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4. RAW MATERIALS 

4.1. Basic Raw Materials 

Wood 

Furniture manufacturing has used and will continue to use wood as its 
basic raw material, a factor which ties this industry closely to the woodworking 
and timber industries. The latter are heavily dependent on the country's forestry. 
A full assessment of the raw materials base for furniture manufacturing is therefore 
incomplete without considering the condition of the primary resource, i.e. the 
forest, and its main product, wood. 

Here it is necessary to analyze the factors and indicators which present 
quantitatively and qualitatively the forest stock. 

1,354,930 acres of bulgarian forests contain trees whose wood is suitable 
for furniture industry. This amounts to 29% of the country's overall area. 

The trees in these forests are divided between 36.2% conifer and 63.8% 
hardwood trees. 29.8% of the hardwood trees are large trees and constitute the 
primary source of large timber for furniture manufacturing. The remaining 70.2% of 
beech-tree forests are used as a source of medium and small timber, which is 
utilized as a raw material for boards. 

The overall wood stock of the forests amounts to over 14 Billion cu.ft. 
(405,172,541 cubic meters) where coniferous forests stocks equal 39% and broad­
leaved high-stem stocks come to 28% leaving 33% other broad-leaf stock to 
complete the total. 

Thus, the distribution of timber stocks according to forest type (see graph 
1) shows a broad-leaf prevalence (61%). 

Graph 1 

Wood Stock Distribution in Bulgaria 

28% 

rn Conifer trees (pine, fir, etc) 

[l Beech trees (oak, chestnut, etc) 

DOther 

Structural timber, a basic raw material in furniture production, is widely 
available in the Plovdiv and Sofia regions due to the greater yield of coniferous 
trees grown in these areas (see graph 2). 
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The greatest wood yields are obtained from around Sofia (22%) and 
Plovdiv (21%) whereas the smallest outputs are to be found around Varna and 
Rousse (8% each) as well as Montana (7%). Coniferous wood is obtained mainly in 
the regions of Plovdiv (48%) and Sofia (37%) where are situated most of our 
coniferous forests. hardwood is yielded evenly in all regions (7-10% for the 
Montana and Plovdiv regions to 16-17% around lovech and Sofia). 

The condition of forest stocks throughout the country can be summarized 
in the following manner: 

1. Forestry can provide for nearly all country's wood needs. 

2. Territorial assessment suggests that regional differences can be used as 
a basis for developing an efficient structure for trading forest products 
and for locating woodworking and furniture factories in the most 
appropriate areas. 

3. The variations between stocks in terms of age, availability, type, 
quantity, etc. necessitates the introduction of factories which will be 
able to utilize most efficiently all kinds of wood and especially non­
cabinet-grade wood. 

Wood as a basic raw material for the furniture manufacturing industry, is 
supplied both rough or processed, from 170 forest enterprises throughout Bulgaria 
and from 30 big wood-working companies. Oak wood, chiefly from Slovenia, and 
some exotic wood are imported for the manufacturing of special and boutique 
furniture. Wood from Komi (Russia) is still used in some products. 

Board materials 

Boards of mostly hard wood: 

• Plywood paneled boards with wooden filling manufactured in house 
for production of high quality articles. 
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Boards of crushed inferior wood: 

• Chipboards: manufactured in Bulgaria with varying thickness and 
diverse structure. Because chipboard require non-hazardous 
adhesives, the cost of manufacturing it is quite expensive by Bulgarian 
standards. Moreover, only this quality is acceptable for export. 
Although manufacturers are still using elevated formaldehyde-content 
chipboard in the domestic market, consumers will most likely demand 
export-quality product for domestic use, too. 

• Fiberboards: manufactured in Bulgaria and used extensively for 
cabinet furniture backs, drawer bottoms and high quality boards. In 
export furniture they are gradually being replaced by non-hazardous 
fiberboard of 8 or 10 mm thickness. 

• Medium density fibre boards: these are an adequate replacement for 
hard wood and provide good prospects for use in furniture 
production. Not currently manufactured in Bulgaria. 

In Bulgaria, boards are produced in 11 wood-working plants but local 
production is of poor quality and cannot be used for the manufacturing of 
export-oriented goods. Non-hazardous laminated boards are imported from 
Greece, Hungary, Austria and Spain. The big private manufacturers work almost 
entirely with imported boards. The foreign companies, assembling or 
manufacturing furniture in Bulgaria, also do not use Bulgarian bodrds. 

Laminated Materials: 

• Plywood: Bulgaria has developed the capability for its manufacture. 
Higher quality adhesives extend its usability. 

• Laminated glued wood: Bulgaria has factories with good traditions in 
furniture production using this type of material. The production of bed 
frames has started fairly recently. 

Lining Materials: 

• Veneer: high quality veneer production depends not only on the 'type 
of raw material, but also on the sawing and drying machinery. 
Bulgaria has sufficient veneer manufacturing capacities. Natural 
veneer furniture is usually preferred to synthetic versions despite some 
of its poorer usage properties. 

In Bulgaria, veneer is produced in 3 specialized plants. Bulgarian veneer is 
of good quality but of limited assortment, Oak veneer is imported from Slovenia, 
fine-line is imported from Germany and Italy. Tropical veneer is also imported. 

• Paper foil: imported to Bulgaria to mask cheap furniture boards. 
Characterized by poor usage and aesthetic properties. 

• PVC folio: manufactured in Bulgaria within a narrow range. Imports 
contribute to widening the range of selection, It is a material with 
good technical and usage properties with a wide application in 
furniture manufacturing, 

• Laminated boards: manufactured in Bulgaria and increasingly being 
imported from Greece, Hungary, Austria and other countries. It is 
particularly liked by furniture manufacturers who do not possess 
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surface treatment machinery. The wide range of colors and the 
excellent usage properties make this material applicable in the 
production of a variety of furniture types. 

Beading: 

• Natural wood beading: used in veneer furniture manufacturing 
together with massive sheet-anchors. 

• Synthetic beading: the increasing use of veneer boards attracts 
manufacturers to this material. Existing specialized foreign companies 
produce an impressive variety of synthetic beading classified 
according to material type, thickness, shape, color and setting. 

A big variety of edging material is imported from Belgium, Austria, 
Germany, Spain and Greece. The Bulgarian assortment of edging materials is 
rather limited. 

Adhesives, Stain and Varnish: 

These chemical industry products are also used in furniture manufacturing. 
The glues and varnish, produced in Bulgaria, are of good quality. However, for 
orders demanding higher-quality, imported German and Austrian glues and 
varnish are used. 

Upholstered Furniture - Basic Materials: 

• Surface materials: textile and leather. Bulgaria produces high quality 
examples which can successfully compete with imported products. 

• Plastic foam: manufactured in Bulgaria in sufficient quantities for the 
needs of furniture production. 

• Others: springs, spring supports, belts, upholstery inserts, wool etc. All 
these are manufactured in Bulgaria and fully meet the 
manufacturers' demands. 

In upholstery, mainly imported fabrics are used - from the USA, Italy and 
the Arab countries. Customers prefer imported, treated-fabrics. Despite this the 
large state owned manufacturing companies use primarily bulgarian made 
fabrics, while the private companies use imports. 

4.2. Auxiliary Materials 

Corner Plate 

• Gusset: very important in collapsible furniture manufacturing. 
Manufactured in Bulgaria and also imported in large quantities 
providing a wider range of unconventional structural possibilities. 

• Hardware: Bulgarian produced wood, plastic, metal and especially 
precious brass types. There is also a wide range of imported hardware. 

Imports are also made from Austria, Germany, Italy, Spain and Turkey. 

Abrasives, Grinding and Varnish Grinding Paste, etc. 

Predominant use of imported versions. 
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Semi-finished end Finished Components 

The increased demand for modern design kitchen furniture has 
necessitated a rapid import of premade boards and doors. Some factories 
possess machines for Formica manufacture. State-of-the-art doors with high 
quality surface treatments are being imported. 

Most of the furniture importers offer prefabricated components. 

4.3. Basic Materials for Non-Wood Furniture Production 

Metel 

Tubular furniture is made chiefly with Bulgarian raw materials, produced in 
almost all the metal-working enterprises in the country. Shaped aluminum is 
supplied from Alumina in Shoumen. 

Bulgaria possesses factories producing metal tube in a variety of 
combinations of diameter and thickness suitable for furniture manufacturing. 
Half-finished materials for the production of brass, wrought iron and sheet steel 
articles are also manufactured in the country. 

Plestic 

Bulgaria has good capacity for plastic fUrniture manufacturing of the large 
batch type dictated by high matrix prices. 
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5. PRODUCTION ENVIRONMENT AND TECHNICAL EQUIPMENT 

5.1. Machinery and equipment 
Furniture manufacturing machinery and equipment are characterized by 

the following: 
• timber treatment demands processing machinery running at high 

rates of rotation, which in turn makes these machines high consumers 
of energy and material as well as heavy; some single units require a 
solid base and process of assembly; 

• machines in this area are characterized by a low level of wear and 
tear; they are responsive to proper maintenance; 

• workmanship is heavily dependent on the quality of the cutting tool; 

• the production of major furniture manufacturing machines is related 
to heavy industry and requires a high degree of mechanical precision; 

These factors exert a significant influence on production and 
technological processes in Bulgaria. It is hardly surprising, then, that the ages of 
currently instal/ed and operating machines differ by almost a century in some 
cases. The major machines and units are mostly imported from countries like Italy, 
Germany, Poland, the Czech Republic and Sweden. 

There are eleven Bulgarian manufacturers of woodworking and furniture 
production machinery. The type of equipment offered includes combined 
woodworking assembly lines, planers, circular saws, assembly lines, thickening 
machines, etc. The production capacity of these manufacturers presently 
exceeds the demand from the Bulgarian market. 

The four factory groups differ significantly in the type of machinery and 
equipment they possess. Their machinery varies in terms of efficiency and 
compatibility. The variety of machinery is also diverse. 

Group 1 Factories imported most of their equipment at the end of the 60s 
and the beginning of the 70s: a period of large scale construction of the state 
owned woodworking and furniture plants in the country. Their production and 
technological environment was conceived along the lines of large batch 
manufacturing and high efficiency assembly lines. The 80s witnessed some partial 
technical innovations carried out under centralized state management and 
related to both the replacement of certain units and the introduction of digital 
programmed lines. The changes in the 80s were targeted to achieving European 
quality standards. 

Group 1 was characterized by the employment of underqualified workers 
in production processes requiring highly skilled labor, poor maintenance and 
technical control. All these factors created conditions for rapid deterioration of 
machines and equipment. Under present conditions the following risks should be 
outlined: 

• risk of technical breakdowns and halting of the production process; 

• unprofessionally adapted electromechanical safety devices lower 
significantly the level of safety; the risk of serious injury to employees is 
increased; 
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• the inadequate service routines and low level of preventive 
maintenance on large units and assembly lines has a negative effect 
on quality. This leads to significant waste in these factories. 

The following measures should be undertaken: 

• replacement of unreliable assemblies and components and a radical 
replacement of unreliable electromechanical safety devices. 

• machine operators should possess the necessary qualifications and be 
capable of performing routine service and maintenance procedures. 

Introducing these developments will create beneficial opportunities for 
efficient use of available machinery under modern conditions and the need for 
large scale investment in total re-equipment should be minimized. 

Group 2 Factories are being managed along the lines of a small number 
of single unit, high efficiency machines or, in some rare cases, assembly lines. Their 
machine shop condition resembles to a great degree the one encountered in 
Group 1. Differences arise from the use of simpler machinery whose technical 
maintenance does not require high skill qualifications. The work process usually 
binds the operator to the overall serviceability and reliability of the machine 
rather than to the production processes. As a result, the condition of machinery in 
Group 2 factories is on the whole significantly better than in Group 1 despite the 
degree of obsolescence or the unprofessional adaptation of certain 
components. 

Development potential here is related to: 

• a complete technical assessment of machinery and the replacement 
of unreliable components. 

• obsolete machines should be replaced gradually by new models of 
higher efficiency. 

These measures will make Group 2 factories more flexible, up-to-date and 
competitive producers of a wide range of high quality furniture. 

Group 3 and Group 4 Factories exploit a mixture of machinery including 
both some very obsolete and some modern units. These factories are mostly 
private furniture manufacturers. They have sprung into being solely as a 
consequence of the enterprising spirit of Bulgarians who start from little else than' 
a few machines and negligible experience but will rapidly find their way into 
achieving an enviable status of completeness with regard to the technological 
set up of their factory. Compromises in routine servicing and preventive 
maintenance are almost unthinkable here. As a result, problems in these factory 
groups are encountered most of all in the actual physical obsolescence of 
machinery. 

Development potential is related to: 

• increasing the levels of technical safety; 

• the introduction of universal up-to-date machines. 

Up-to-date machinery is characterized by digital operation, reduced 
energy consumption and high precision of treatment. When combined with well 
selected cutting tools and handling mechanisms, multi-purpose machines of this 
kind can easily be transformed into specialized units. 
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5.2. Management and Process 

Cabinet furniture and wood article production 

The groups of furniture factories vary in the basic equipment, machines 
and technological lines used in the different technological phases. Table 8 shows 
the major machinery types for the production stages in each factory group 
where 'x' stands for availability of the respective machinery type. 
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The technical sophistication factor has been introduced as a 
conventional way of defining the manufacturing standards of the separate 
groups of factories depending on the available machinery and components 
required for furniture production. The employed measuring unit is based on the 
full set of major machines, units and lines for the respective production stages, 
which is available in Bulgaria and has been effectively installed in some plants. 

Average Technical 
of Sophistication 

The availability of the relevant machinery, determining the technological 
level of individual companies, has been established through on-site observations 
and reviews of the respective technical documentation of a selected number of 
factories. -. 

Typical characteristics and potential for change 

Management and technical sophistication levels of Group 1 Factories 
suggest production of large batch articles. Technical sophistication, on the other 
hand, makes possible the processing and integration of the main furniture 
components such as planks, wooden particle slabs, natural veneer, metal, textile 
and plastic into finished articles. One such factory is in fact closing the full cycle 
of furniture manufacturing in a given region. It should be pointed out that this 
factory group involved in frame furniture production is capable of manufacturing 
natural veneer furniture with a high quality of surface treatment: beading, 
finishing. The flood of artificial surface articles creates a great demand for the 
natural veneered furniture. 

The major problem here, and especially where frame furniture production 
is concerned, is rooted in the low intensity of machinery usage (Graph 3). 
Production has lowered considerably under the extremely reduced home market 
demand, reduced export of one-type furniture for the Russian market and 
transition from state to private ownership. Readjusting machines and assembly 
lines for manufacturing small batches (which is one possible solution) is 
inconsistent with the original deSign of these factories. This creates difficulties for 
the manufacturers and reduces further the usage of machinery. 

Development possibilities lay in establishing flexible structures and an 
entirely innovative management and process scheme. The assembly lines typical 
of Group 1 (template lines, veneer lines, press lines, second mechanical 
treatment lines and finishing lines) can easily be used not only for furniture 
production, but also for the production of components and semi-finished articles 
for sale as end products. 

Management and processes changes should include the following 
options: 

• replacement of certain machines within the same managerial 
framework; 
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• full restructuring of production units; 

• partial managerial changes; 

• full scale managerial changes leading to continued use only of the 
premises, the major machinery and the communication network. 

Group 2 Factories have the technical and management potential for 
flexibility and the simultaneous production of different furniture types in small 
batches. They are characterized by a high degree of machinery utilization 
(Graph 3). High efficiency machines are usually used for the processes of cutting 
and, occasionally, surface treatment where batch manufacturing is less 
significant. These factories are well equipped to produce high quality natural 
veneer furniture. 

Major problems are related most of all to: 

• incomplete range of machinery; 

• flawed technological sequence: criss-crossing of varied technical 
streams; 

•. imperfect transport within the factory. 

The development possibilities of this particular group are currently the best 
since they result from the combination of factors like small batch production, 
individual responsibility, single unit machines grouped around production stages 
and high efficiency machines in sections which are not dependent on batch 
production. 

This group can easily undergo the following changes: 

• replacement of certain machines; 

• introduction of new machines to complement all product stages; 

.. . 
• partial restructuring which does not require major technical and 

construction alterations; 

Premises and warehouses in these factories allow for full scale restructuring 
and the introduction of new technologies, which makes these factories highly 
suitable for investment. 

Group 3 Factories resemble closely Group 2 in their management and 
processes characteristics but differ significantly in terms of technical 
sophistication. Hence, they specialize in the manufacturing of semi-finished 
articles like plate components with predesigned surfaces (veneered, laminated, 
lined). 

Major problems are related to the necessity for technical improvements. 
The rapid development of these predominantly privately owned factories 
sometimes leads to managerial chaos: production processes are often 
performed simultaneously with the replacement of machines, premise 
restructuring, experiments in new technologies, adjustments and methods. A 
SUbstantial proportion of these factories operate above their capacity which is a 
promising feature for development possibilities such as: 

• fast adaptation of new machines, methods and technologies; 
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• development of new product lines and achievement of high quality; 

• possibilities for co-operation and specialization. 

Factory premises meet all requirements for the introduction of managerial 
and technical changes. 

Group 4 Manufacturers are comparable to Group 3 where development 
possibilities are related to larger scale managerial and technical changes. 
Factories of this group are rarely of adequate production standards. 
Improvements can be directed at further development of the major workshops 
and warehouses. 

500 - 800 Productivity by groups 
of enterprises 

Manufacturers of cabinet 
furniture by monthly output 

Inumber of units manufacturedl 

group 1 group 2 group 3 group 4 

D Potential productivity 

WPdru Actual productivity 

Graph 3 

Capacity factor by groups of enterprises 

D 
UW 

82% 

group 1 group 2 group 3 group 4 

Capacity 

Utilized capacity 

Standard capacity and utilization levels of machinery and eqUipment by 
group types are based on the established labor efficiency rates and norms for 
furniture manufacturing enterprises . 

Actual productivity and utilization rates of machinery and equipment by 
group types have been established through direct chronographed on-site 
obseNations of a selected number of factories. 

Upholstered furniture 

Upholstered furniture does not differ significantly from other kinds of 
production. Only Group 1 factories have assembly lines for textile cutting. the 
remaining production stages are performed in separate workplaces. Technical 
sophistication levels in the different factory groups affect the volume of 
production. 

Manufacturing of non-wood furniture 

The number of manufacturers in this group is small. Technically they should 
belong to groups 1 and 2. 
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6. FURNITURE MANUFACTURING PERSONNEL AND MANAGEMENT 

6.1. Personnel 
Furniture manufacturing workers receive their training from: the two 

General Technical Secondary Schools (GVSS) where they study furniture making 
for 2 years, and from Higher Technical Secondary Schools (HVSS) where they 
acquire qualifications in furniture manufacturing after a period of 3 year's study. 

Personnel with secondary specialized technical education receive their 
training from: Higher Woodworking and Interior Design Vocational Schools; 
Forestry and Woodworking Vocational Schools; and Woodworking Vocational 
Schools where they study furniture manufacturing, interior design, woodcarving, 
upholstering, decoration and restoration of style furniture and woodwork for 4 
years. 

The Higher Woodworking and Interior Design Secondary School of Sofia 
produces secondary education specialists in Interior design, which is studied for 5 
years. 

The country's network of vocational secondary schools graduate annually 
about 40 furniture makers, 780 furniture workers, 460 secondary education 
specialists in furniture production, 180 secondary education speciQlists in interior 
design and 120 woodcarvers. 

Furniture manufacturers are thus able to employ qualified personnel. 
Unfortunately, a significant proportion of the secondary school graduates do not 
pursue work in the area. A fraction of these have recently directed their efforts 
towards starting their own business in furniture production and trade. 

Experts with a higher education graduate from the Forest Engineering 
University of Sofia. The first majors in Woodworking Mechanics and Technology 
(established in 1948) graduated in 1952. The number of graduates in the same 
field (combining wood processing, furniture manufacturing and machinery for a 5 
year's period of study) had reached 3800 by 1996. This education is equivalent to 
a Master's degree. 

In 1973 Furniture Manufacturing became a separate profile within 
Woodworking Mechanics and Technology and produced 917 graduates in the 
period 1977-1996. 

At present Bulgaria's higher education is undergoing a transition in 
accordance with the High Education Law of January 1, 1996. 

Higher education experts in furniture manufacturing are trained at the 
Forestry and Economics Faculties at the Forestry Engineering University of Sofia. 
Students are offered: 

• a Bachelor's degree in: 

• wood processing and furniture manufacturing engineering; 

• forestry management engineering. 
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• a Master's degree in: 

• Woodworking Mechanics and Technology; 

• Woodprocessing Machinery and Equipment; 

• Interior and Furniture Design; 

• Business Management. 

• a Ph.D. course: 

· Wood Processing and Furniture Manufacturing, Interior and 
Furniture Design, and Business Management followed by a 
dissertation. 

These courses started in the academic year 1996/1997. The first graduates 
should be expected to complete their education in the year 2000. 

Assessments of personnel training and application in furniture 
manufacturing over the last few years (see Table 9) show a trend towards 
increasing employment opportunities in the private sector. Employment patterns 
will change drastically as a result of mass privatization in 1996 and 1997. 

Total Number Share of 
Private Sector 

Personnel at all management levels have a good theoretical and 
practical background in the field of furniture production processes but their 
management skills are often inadequate, especially under the conditions of 
market economy. 

The start of the transition showed that Bulgarian business managers, 
including those in furniture manufacturing, lack the knowledge and experience 
to work under market conditions. Rapid retraining programs are a must. Special 
courses of various kinds have started running since the beginning of the 90s but 
none have yet started in furniture manufacturing. Hence, the insufficient number 
of managers and experts in the field who are qualified to do business successfully. 

Staff at medium and small private factories are the most promising and 
reliable. They are usually good professionals who are eager to increase the level 
of their managerial qualifications and improve their market related skills. 

Business Management stUdents will meet the country's demand for better 
experts in the area. Those who have already completed their university 
education, as well as unqualified company managers (especially of small private 
companies) should be continuously offered qualification and retraining courses in 
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the field of management, marketing, advertising, distribution, accounting, 
price/cost formation, financial management, business planning, small company 
management. 

6.2. Management 
The managerial structure of furniture manufacturing have not changed 

since the very start of furniture factories. A typical management lay-out of the 
different factory groups is presented in Appendix B. 

The management structure of the factories in Group 1 includes all the 
necessary components for a working administration. Common features are the 
still overstaffed administrative units, double subordination of specialists, and 
sometimes confused and irrational functional and hierarchic relationships. The 
result is inaccurate behavior due to unclear definition of rights and responsibilities 
of employees and specialists, waste of hours of work, and social tension. 

The management structure of the factories in Group 2 in most cases 
resembles the structure of Group 1. However, they have a more clearly defined 
and better functioning administrative personnel. 

The main feature of the factories in Group 3 and Group 4 is inadequate 
administrative staff. A number of different functions and duties are combined 
within one office, and especially in the case of Group 4 factories, that leads to 
the neglect of key management functions. 

Administrative personnel being extremely insufficient, certain functions in 
those groups are performed by outside specialists and units. 

Lack of familiarity with the business environment coupled with the day-to­
day struggle for sUNival made managers of the former state factories adopt 
strategies devoid of any attempt at planning - a practice which is incompatible 
with good management at the end of the 20th century. 

Management of private companies is gradually adapting to 
accommodate market requirements such as considering consumer demand, 
expectations, orientations towards high quality of products etc. Their managers 
are becoming accustomed to a very dynamic style of working life. Some medium 
and small private companies are now able to react quickly to changes in the 
market or consumer tastes and needs. They are not only adjusting to the existing 
markets, but are also actively seeking out new ones. 

Another peculiarity of the present period is the small number of 
administrative staff in a large number of medium and small companies. The 
number of people involved in business administration is usually much lower than 
previously thought necessary. 
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7. FURNITURE MARKET 

7.1. Factors influencing the furniture market 
The furniture market is functioning in a controversial and in most cases, a 

disadvantageous environment. The major factors determining the sales of 
furniture in Bulgaria are the following: 

a) The country's general economic situation hampers demand for long­
lasting commodities, including furniture. 

According to the National Statistical Institute, the real income of the 
population in the 1990-1995 period decreased by half. Purchase of furniture 
changed in direct proportion. (see table 10 and table 11 ) 

Table 10 

Table 11 

b) There is no government interest in the furniture market 

Until a few years ago,. the state tried to intervene in the distribution of. 
furniture through an implicit agreement with the state enterprises and 
organizations to buy furniture manufactured only by the state 
factories. Barter deals against raw materials were also frequent. With 
the strengthening of the market mechanisms and privatization that 
approach gradually died off. At the present stage, the only 
outstanding issue is the restitution of the forests. If the appropriate law is 
adopted, changes in the distribution of wood as the main raw material 
for furniture manufacturing will be inevitable. 

c) The existing institutional environment does not create the necessary 
precondition for normal market relations. 

There are only two specialized laboratories for the testing of furniture in 
the country - in Sofia and Plovdiv. They have a limited capacity and 
technical potential. It is quite frequent that entire exported shipments of 
Bulgarian furniture are returned because of non-conformity with 
international quality standards or the absence of a reliable 
accompanying certificate. 

Shipments are usually not accompanied by an ecological certificate. 
On the domestic market there are still cases of sales of furniture, 
manufactured with bad quality glue that is injurious to health. 
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There is no system for the protection of consumers from poor quality 
goods. 

In addition, there is no adequate national information system for 
demand and supply. Data on furniture suppliers, manufacturers and 
dealers can be found only in the press and company guides that are 
often unreliable. Information on the different countries' importation 
requirements and standards is often not easily obtainable. 

d) Foreign furniture manufacturers and dealers in the Bulgarian market 

e) The change in the ownership of some of the large furniture 
manufacturing enterprises has undermined the long established market 
traditions for their product. 

f) The absence of a traditional foreign market has led to the limitation of 
the export possibilities and therefore to the decrease of total demand 
for furniture. 

g) The high criteria of the western market with regard to the quality of 
materials used and surface processing has created a dependency by 
enterprises on foreign suppliers. 

h) Another difficulty the Bulgarian furniture exporters are facing is the 
demand to buy cheap raw materials from Bulgaria rather than end­
products. 

There is a discrepancy between the market demand and the furniture 
companies, technical capabilities and product flexibility. Smaller 
furniture manufacturers often fail to meet production deadlines and 
experience problems with raw materials supplies. La'rge batch 
producers, on the other hand, turn in large quantities of a product that 
the market cannot absorb. 

i) Other important factors affecting the furniture market, are the absence 
of a market strategy, policy and advertising. 

The development of entrepreneurship had a favorable influence on the 
market in the past few years. The thousands of newly established offices, hotels 
and shops in the country need furnishing. The geographic location of the 
manufacturers facilitates the sale of furniture commodities. Building big 
enterprises near transport communication centers is an advantage both for the 
delivery of the raw materials and the shipment of the end-products. 
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7.2. Domestic market 

Sales 
In 1995 the total furniture sold in Bulgaria amounted to over USD 80 million 

which is an increase of 47% compared to 1992. An unfavorable trend that is 
affecting the Bulgarian manufacturers, is the constant increase of the share of 
the sale of imported furniture on the domestic market. 

The volume of the furniture sold is determined both by quality and the 
variety of marketing techniques. In order to attract buyers, big manufacturers use 
the prices and customer loyalty. This is very characteristic for the smaller 
manufacturers of so called popular priced furniture. The newly-established 
ambitious private companies and the foreign branches in Bulgaria gain from 
advertising campaigns. 

At the end of 1996, there were 100 private companies registered, dealing 
only in the trade of furniture. A large number of the manufacturers and many 
other tradesmen also carry out trade with furniture and furniture products. In 
Sofia alone, there are 62 specialized furniture shops. 

Unfortunately, there is no statistical data available on the total number of 
retailers in the country or their product lines. 

Competition 

Furniture manufacturers sell their product in a highly competitive 
environment and a very limited internal market. In past years, big foreign 
companies opened trade offices in Bulgaria. These are Neoset, Aatrium-Greece, 
lkea-Sweden, Kochen - Germany, Sato-Greece, Bureau Market - Belgium, 
Dromeas - Greece, Radop - Italy, Fursys - Korea, Mascani - Italy, and others. 
Imported furniture is of considerably higher quality in terms of design, color range 
and material. The strongest competition is in the field of office and bank 
furnishings, kitchen cabinets and upholstery. 

Distribution 

The most preferred distribution channel is "manufacturer-retoiler:­
consumer". Nearly all the big enterprises have opened their own shops. A wide 
practice is retail sale from manufacturers' warehouses. 

Only manufacturers with large series production and available stock sell to 
wholesalers on consignment. Private manufacturers in most cases work to order, 
with a down payment. They also manufacture upholstery with materials supplied 
by the client. Small manufacturers collect orders trough the shop network. 

Large traders of imported furniture sell through their own shops and in 
some cases hire warehouse and showroom areas. 

In the past couple of years, a tendency is obseNed in carrying out retail 
trade entirely in specialized furniture shops. The first chains of furniture stores have 
started to appear. Bulgarian furniture merchants are impeded by high rents 
whereas importers of renowned brands have the financial resources to use all the 
market's capacities. 

In the last few years, the number of 'Do-it-yourself' shops have been 
decreasing, although in our opinion, at this stage, the sale of furniture assembly 
components has exceptionally good prospects in Bulgaria. 
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Domestic market consumers 

Consumers of furniture products, by type of investment possibilities, can be 
divided into three groups: 

1. Mass consumer 

Statistical data shows that this group comprises over 85% of the 
population. These are people with low incomes and scanty savings. The larger 
number considers the purchase of furniture on functional and pricing principles. 
This is the market that large manufacturers with bulk series production and small 
enterprises for custom-made furniture are trying to seNice. However, an 
interesting phenomenon can be obseNed - the decrease in the production of 
cheap series furniture. In their ambition to modernize their product, large 
companies are about to lose this large market segment. 

2. The emerging middle class 

About 10% of customers have above average incomes. They have 
savings, and they have established their own tastes in contemporary furniture. 
This group comprises higher educated people, intellectuals, and businessmen. 
Their decision in making a purchase is determined by price, function and design, 
material and originality of the furniture. A determining factor is adequate 
advertising. In most cases demand is satisfied by private manufacturers and 
imports. Despite stagnation, the 'middle class' has not curbed its budget for 
furniture. Expectations are that this group of customers will grow very quickly in 
the future. 

3. Upscale customers 

Not more than 5% of the furniture customers can afford to choose the best 
the Bulgarian market can offer. Their purchase of furniture is determined not by . 
price but quality. However, studies show that upscale customers do not believe in 
the quality of the furniture offered on the Bulgarian market. They frequently 
import all their furniture. These customers buy from the Bulgarian market chiefly 
unique, period and futuristic furniture. In order for Bulgarian manufacturers to 
attract such customers, they must use contemporary materials and technologies, 
to seek new deSigns and appropriate advertising. 

With the expanding of entrepreneurship, the demand for furniture for 
commercial uses (offices, hotels, restaurants, etc.), has become very important. 
There is a great demand for that type of furnishing but there is still no clear view of 
the market needs. 

Pricing 

Studies show that in the past few years price has been one of the major 
factors that determined the sales of furniture in the country. Different factors 
influence the pricing of furniture and that is why prices for the same product can 

. vary by 5 times. 

Materials used 

More expensive pieces and goods for export are manufactured with high 
quality imported and Bulgarian raw materials. Depending on the 
destination of the end-product, the privatized enterprises use materials of 
different quality and offer different prices. In most cases the objective is to 
put in quality materials which determine the higher prices of their 
products .. 
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Quantity and source of raw materials 

The price of products of private companies is also negatively influenced 
by the relatively small quantities of raw materials purchased. In most cases 
the deliveries of raw materials are done by a distributor charging higher 
prices and not the manufacturer or the importer of raw materials. 

Owing to the high cost of the materials, a trend has been observed 
recently toward the decrease of orders for the big companies, too. That 
fact has resulted in a general rise in prices of furniture on the market. 

Factory overhead 

The allocation of costs of maintaining a large administrative staff along 
with the costs of maintaining fixed assets account for a major portion of 
total costs. Private companies are in a more favorable situation. The drop 
in sales of the privatized companies and some smaller workshops is making 
it difficult for them to cover their overhead costs. Increasing the prices of 
their product will further reduce the demand for them. 

Cooperative activities 

The inability of private companies to complete the entire manufacturing 
process by themselves is forcing them to seek cooperation in production 
which is raising the cost of the end-product. However, that factor does not 
influence the privatized enterprises in priCing. 

Market Research 

With the exception of the foreign companies interested in the furniture 
market, there is no clear marketing strategy in the furniture industry in Bulgaria. 
The absence of marketing speCialists and the high cost of market research does 
not allow even the bigger private companies to develop a thorough marketing 
plan. That is why one of the main goals of the new trade associations in the 
furniture industry is to assist its members in market research and advertiSing. 

In our opinion, in the near future, market research will be a must for the 
continued growth of all companies. The expectations are that marketing 
departments will be created in the bigger companies and market problems will 
be prioritized. 

Risk is associated chiefly with the absence of well-trained specialists in 
marketing. In a number of cases, the reluctance of company executives to 
disclose sensitive company sales information to independent marketing 
conSUltants, can also present a problem. 

Promotion of furniture goods 

Promotion costs account for an insignificant share of the expenses of 
furniture making companies. Advertising is done mainly by the big manufacturers 
that are traditionally exporting furniture and the private companies with larger 
volumes of production. 

The Bulgarian furniture manufacturers and tradesmen advertise their 
products in a very limited way. The most widespread type of advertising is the 
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distribution of printed material, the participation in exhibitions and advertising in 
the press. Some of the bigger companies have set up their own showrooms. 

The advertising of furniture products suffers from two main shortcomings: 

• manufacturers and salesmen are not looking for the best suited forms 
of advertising; and 

• the quality of the specific advertising product has not been important 
to the company. 

The Plovdiv Fair is considered as the best opportunity for the presentation 
of furniture. In 1996, 34 private furniture companies participated in the fair 
against only 2 in 1991. 

A number of specialized exhibitions are also organized in the big cities like 
the 'Architecture, Construction and Furnishing' Exhibition, 'Our Home' and·'Office 
2000' in Sofia, 'Everything for Tourism and Recreation' in Varna and other 
exhibitions. With a few exceptions, those events do not have much influence on 
the more important manufacturers and tradesmen. 

Only a few Bulgarian furniture manufacturers advertise in international 
furniture fairs. In most cases they rely on the advertising catalogues . 
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7.3. Foreign market 
The furniture manufacturing industry has a favorable foreign trade 

turnover structure. Unlike the average results for the country, furniture exports 
considerably exceed the value of imports. (see table 12 ) 

Table 12 

7.3.1. EXPORTS 

General structure of exports 

The Bulgarian furniture products are well accepted on the foreign market. 
Furniture exports dccount for under 1 % of the total exports of the country, but it is 
firmly represented in the export product structure. (see table 13) 

Table 13 

Although slow and irregular, exports have been increasing in terms of value. (see 
table 14). Traditionally it has been the large manufacturers who have established 
export businesses. Now the direction of the private sector is to use better quality 
materials and modern designs in an effort to increase their furniture exports. 

Table 14 

The stagnation of the domestic market in the past few years resulted in the 
development of furniture production for export. The trade strategies of the larger 
private manufacturers are also export-oriented. The share of export-oriented 
furniture from the total sales of furniture manufacturing companies has been 
increasing. (see table 15) 
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Table 15 

There is no reliable source that can monitor the share of private 
manufacturers. Until last year, the established practice of larger companies to 
charge different prices for the domestic and the foreign markets, led the 
exporters to buy goods at domestic market prices and to subsequently export 
them without the manufacturer's knowledge. In this way, internal accounting 
statistics of manufacturers did not reflect the real quantities of exported 
production. 

Irregular and often, incidental exports of goods by smaller private 
manufacturers also presents an obstacle for the drawing of more definite 
conclusions on furniture exports by sectors. 

Structure of exports by product type 

(See Appendix C 1) 

A change has been seen in the make-up of export products. The reason 
for the change is the direction of private firms towards exporting chairs and 
mattresses (see table 16). Until 1990 chairs were exported mainly by two big 
manufacturers - Hemus in Troyan and Pirinska Mura in Sansko, and the furniture 
manufacturing industry did not have big traditions in quality upholstery. 

The export furniture product structure was determined solely by the 
requirements of the Russian market. 

Table 16 

Sy type, furniture exports are characterized by two main tendencies: (i) decrease 
of the percentage of exported kitchen cabinets in favor of other household 
furniture and (ii) increase of furniture parts. (see table 17) 
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Furniture exports consist mainly of pieces of furniture made of wood. 

The industry's production structure predetermines the low percentage of 
furniture made of metal, plastic and rattan (see table 18). 

Geographic allocation of exports 

(See Appendix C2) 

Table 18 

In the past few years, Bulgarian furniture has beeF) sold in' over 70 countries 
in the world, Unlike the other branches of industry, furniture manufacturing quickly 
re-oriented its markets and managed to establish stable trade contacts in 
countries like Austria, France, Germany, Great Britain and others (see table 19) . In 
1996, exports to Europe accounted for 87% of the total export of furniture 
products. Exports to the Middle East and other countries in Asia amounted to 10%, 

Table 19 
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At the present stage, Bulgarian furniture products do not have a material 
share of the total sales of furniture abroad chiefly because of the insufficient 
quantities of furniture manufactured in compliance with European standards in 
Bulgaria. At the same tiJi)e however, certain types of furniture products have 
achieved very good positions on the international markets. Such items are 
furniture made of hardwood. The rustic furniture items for kitchens, drawing 
rooms and the outdoor furniture, manufactured by Mebel Rustic, are sold 
through the Ikea catalogues. The Bulgarian manufacturers' carved period 
furniture also arouses interest. 
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7.3.2. IMPORTS 

General structure 

Imports of furniture is an insignificant part of the country's total imports. 
However, with the exception of 1996, the imports relative share is increasing. (see 
table 20) 

Table 20 

The relative share of imported furniture has increased in the past years compared 
to the furniture manufactured in Bulgaria. (see table 21 ) On the one hand, the 
fact is due to the liberalization of the foreign trade regime and on the other 
hand, to the sharp drop in the production volumes of the big state-owned 
enterprises during the transition period toward privatization. 

Table 21 

In the past years, the total volume of imports has been unstable (see table 22 ). 
The decline obseNed in 1996 is due mainly to the unstable exchange rate of the 
US dollar and the drastic impoverishment of the population on due to the 
accumulated negative developments in the country's general economic 
environment. It is expected that the trade turnover in the furniture manufacturing 
industry will continue the favorable tendency of development, obseNed until 
1996. 

Product structure of imports 

(See Appendix C3) 

Furniture articles represent the largest share of the total imports of furniture. The 
insufficient production of mattresses and non-wooden chairs determines the 
increase of imports of that group of items. (see table 23) 
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Table 23 

A characteristic feature of the product structure of imports is the tendency 
toward decreasing the percentage of products made of plastic and the 
increasing of imports of rattan goods. In the last two years, the orientation of the 
Bulgarian manufacturers towards the production office furniture explains the 
decrease in the imports of office equipment. The monotony of kitchen furniture 
manufactured in Bulgaria, has oriented dealers to the importation of such items. 
There is a favorable tendency toward the increase of imports of furniture 
assembly components which shows the ambition to assemble the end-product in 
Bulgaria. (see table 24 ) 

Countries-exporters of furniture to Bulgaria 
(See Appendix C4) 

Table 24 

In Bulgaria furniture is imported from over 60 countries. The largest importers of 
fumiture are Italy, Greece and Germany. In the past few years a tendency is 
observed toward the stabilization of the relations with Macedonia. Bulgaria's 
traditional trade partner, Russia, has sharply reduced its import to the country. 
(see table 25 ) 
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Imports of furniture are expected to decrease in favor of the increase of furniture 
components. A rise in the imports of rattan goods is also expected due to their 
limited production in Bulgaria. 

The status of the furniture market allows us to believe that the unfavorable 
influences can be overcome and that in the future, the Bulgarian tradesmen and 
manufacturers can expect better sales. 

Recommendations: 

• Creation of adequate supporting environment: 

• Development of an information data-base on manufacturers, 
retailers and exporters; 

• Exchange of information, expertise and literature with foreign 
specialists in furniture manufacturing market relations; 

• Creation of new testing laboratories and refurbishing of the 
existing ones. 

• Cooperation of furniture manufacturers for joint deliveries of raw 
materials and fulfillment of orders for the foreign market 

• Pooling of manufacturers and tradesmen tor joint market reset and 
jOint advertising; 

• Marketing and advertising consultancy assistance. 
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8. FINANCIAL AND ECONOMIC STATISTICS 

8.1. Ownership and Capital Structure 
(See Appendix D 1, D6) 

At the end of 1995 total capital of furniture making enterprises amounted 
to USD 105.215 million, or 0.44% of the total capital of all the enterprises in the 
country. Compared to 1992, the dollar value of the industry's total capital is 
maintained relatively at the same level. 

The private sector had 6.8% of the total capital in the industry in 1994, and 
10.1 % at the end of 1995. The low amount of the registered owner's equity of 
private companies is due to legislation that has remained unchanged since 1991 
in spite of the quick devaluation of the national currency. The enterprises' most 
preferred forms of registration are one-man bUsinesses and partnerships. There 
are also many limited liability companies in which the required capital, 
calculated at the 1995 exchange rate to the USD, amounts to USD 745. 

In the past few years owner's equity is developing unfavorably against the 
total capital in the industry. While in 1992 owner's equity accounted for 66.6% of 
capital, in 1995 it dropped to 57%. The shortage of financial funds and the 
general indebtedness are particularly obvious in the private sector. The debt-to 
equity rate in the private sector dropped sharply from 1.5 in 1994 to 0.87 in 1995. 
However, in absolute values, owner's equity marked a rise in 1995 compared to 
1994, and at the end of 1995 it was 46% of total capital. (see table 26). 

Table 26 
: .. : 

In the general structure of owner's equity in the industry, there is a tendency 
towards the decreasing of the relative share of capital in favor of an increase of 
reseNes and profit: 

In the 1992-1995 period, borrowed capital in the furniture industry rose by USD 10 
million. Such an increase is due mainly to the increase of liabilities. (see table 27) 

Table 27 

The private companies do not limit the scope of their business activities to the 
level of their possibilities. An ambition is obseNed to finance more large scale 
investment projects by way of long-term borrowing and the deferring of 
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payments. The owner's equity in that sector cannot cover the value of fixed 
assets (the 1995 ratio was 0.84). Loans by firms in 1995 increased three times 
compared to 1994. Owner's equity in the private sector covers long-term loans 
only 4.8 times as per the 1995 balance sheet (the average for the industry for the 
same period was 20.2.). 

8.2. Structure of Property 
(See Appendix D2, D3, D6) 

At the end of 1995, the total assets of the furniture enterprises amounted 
to USD 51 million, of which 98.3% were tangible assets. The general devaluation 
of the fixed assets dollar value in the period 1992-1995 was about 23%. 1993 was 
the most favorable year in that period with respect to the structure of property 
since buildings, land, machines and equipment were purchased and as a result, 
the residual value of fixed assets increased by nearly USD 20 million compared to 
1992. 

Buildings and land accounted for the largest share of the industry's fixed 
assets in 1995 - 69%, followed by machines and plant equipment - 23%. 

At the end of 1995, the public sector had total assets amounting to USD 45 
million. In reality, the assets value is much larger. The last assets revaluation was 
made in 1991 under a special government decision. In spite of the high inflation, 
the next total revaluation of assets is expected to be made in 1998. On the other 
hand, most of the fixed assets in the sector were introduced some 20 years ago 
and according to the depreciation norms in the country, they have already been 
depreciated over the number of years of expected use and therefore they are 
not included in the enterprises' balance sheets. 

Equipment in the public sector is gradually becoming out of date. For the 
1994-1995 period alone, the fixed assets value decreased by 20%. 

Despite the devaluation of the national currency, the dollar worth of fixed 
assets in the private sector is growing. In 1995 it increased by 44% compared to 
1994, and at the end of 1995, the private companies had fixed assets with a 
residual value of USD 5.9 million which is 11.4% of the total fixed assets in the 
industry. 

In 1995, buildings and land accounted for the largest share of the fixed 
assets structure of the private sector - 44%, machines and equipment - 27%. At this 
stage, private companies are investing more in technical equipment. According 
to our observations, a large part of the tangible assets in the private workshops 
are not reflected in the consolidated statistic reports on the industry. Actually, the 
Bulgarian private manufacturers do not enter the accounting value of the 
equipment and the transport vehicles with which they start their business as fixed 
assets. Unlike the state companies, the private firms own not only tangible but 
financial assets, too. The special preferences on government securities has made 
the owners of private companies buy securities. 

At the end of 1995, total current assets of the furniture companies 
amounted to USD 33.24 million. In the past few years the dollar value of current 
assets has been gradually increaSing. The increase being mainly as a result of 
accounts receivable. 

The major part of the short-term assets in the furniture industry is formed by 
inventory and production. The industry is facing serious problems with the 
management of inventories. On the one hand, there is not sufficient cash to 
purchase necessary quantities of raw materials. On the other hand, the instability 
of sales and the lack of buffer reserves, are leading to material losses of 
production. The maintenance of optimum inventory reserves is also negatively 
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influenced by inflation and the deficiencies of the market mechanism in Bulgaria. 
The constant changes in the prices of the main raw materials, the deficit of some 
imported materials, the differences in the quality of the supplied materials and 
other factors compel the firms to deliberately make inventory reserves. A big 
problem for the maintaining of inventory reserves in the industry is the absence of 
an adequate legislative base for the revaluation of short-term assets. Because of 
tax limitations, materials are usually calculated in primary cost at a historical 
value and that leads to inadequate profits from sales. This phenomenon is 
particularly adverse for companies that use imported materials. At the same time, 
decreased consumption does not allow for an increase in prices. 

Current assets in the public sector are determined chiefly by the increased 
inventories and the diminished consumption of materials resulting from the 
reduction of production. 

In 1995, private companies had accumulated almost 50% more inventory 
reserves compared to 1994. The accumUlation of inventory reserves in the private 
manufacturers warehouses is explained by their fear of the negative impact of 
inflation and their desire to guarantee quick responce to customer demand. 
However, private companies suffer from insufficient warehouse space for storage 
of inventory. 

In spite of the difficulties, a favorable tendency has been observed 
recently towards the increase of inventory turnover in the manufacturing industry. 
(see table 28). 

Table 28 

Liquidity 

In the past years, the companies in the furniture industry have been 
constantly facing difficulties in paying their bills. Neither the private nor the 
state-owned firms have enough available capital to cover current 
liabilities. Liquidity ratios in the industry are well below acceptable for 
normal operation of the companies. 1995 was particularly unfavorable for 
the private sector. (see table 29 AB,C) 

Table 29 
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8.3. Income, Expenses and Profit 

Income 

(See Appendix 05,07) 

In 1995, the furniture industry realized a total income of USD 104 million. In recent 
years, the income of the furniture manufacturing companies has been 
progressively rising. Despite the general economic stagnation, the total income 
increase in the industry in 1995 compared to 1992, was by 26.4%. Operational 
income accounted for the highest increase - by 26.7%, and extraordinary income 
accounted for the smallest increase - 18.5%. In 1995, 12% of the total income was 
realized in private companies, while the remaining 88% - in state-owned and 
cooperative firms. 

In the last few years, the structure of total income in the furniture industry has 
remained unchanged. About 96% of the income is generated from operations, 
financial income is below 1% and about 3% are from extraordinary operations. In 
terms of income structure, tt)ere is no significant difference between the private 
and the public sector. 

In the 1992-1995 period, net income from sales increased by about 20%. 
considering that during the period under review, the dollar value of the prices of 
uniform furniture were maintained comparatively at the same levels, we can say 
that the increase of income was chiefly as a result of the volume of sales of the 
existing enterprises and the expansion of entrepreneurship. The income from sales 
increased also as a result of the introduction of new products, produced from 
more expensive imported materials. 

In 1995, there was a sharp rise in investment costs for the acquisition of fixed 
assets. 59% of the total investment costs in the industry were made in the private 
sector. 

There is no apparent tendency toward changes in inventories of production and 
work in progress. 

Income from gains in exchange rate fluctuations have a significant influence on 
the financial income, chiefly due to the industry's export-oriented production. 
Limited spare capital and cash is the reason for the low income from interest. 
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Expenses 
(See Appendix D4, D7) 

Although insignificant, expenses of furniture manufacturing enterprises have 
changed in the past few years. The 1995 the expense increases compared to 
1992 are at their highest in extraordinary expenses - 45%. In the same time, there 
was drop in the absolute values of financial expenses. 

Expenses for operations in 1995 accounted for 88.3% of the total expense 
structure in the industry, while in the private sector they were a little higher - 91.8%. 
Dollar value expenses by economic elements, increased almost at the same 
rates. Of the total expenses in the industry, the largest share is that of expenses for 
materials - 63%, followed by expenses for wages and social security - 22%. The low 
share of depreciation of the total expenses is due to the inadequate 
depreCiation policy, imposed by the tax legislation. 

There is a difference in the structure of expenses for operations of the private and 
the public sector (see table 3Q-AB,C). The private companies' limited production 
capacities force them to coop a part of their activity with other companies and 
that fact reflects in their structure of expenses by an increase in the relative share 
of expenses for external services at the expense of materials and wages 
expenses. Practically speaking, the Bulgarian private companies officially report 
only part of their labor costs and that explains the comparatively low amount of 
those expenses in the production structure compared to the state-owned 
enterprises. 

Table 30 

The furniture industry is inefficient. In the past few years, the enterprises could not 
cover their costs although a tendency can be observed toward the rise of 
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efficiency rates. In 1995 the expense ratio in the private sector was a little higher 
than in that of the state-owned enterprises. (see table 31) 

Table 31 

For the past years, the furniture industry has been working at a loss. There was a 
favorable development in 1994 and 1995 when gross loss decreased almost by a 
half compared to 1992. The loss incurred in 1994 and 1995 was entirely due to 
extraordinary and financial operations. The industry has been slowly stabilizing 
and realizing profit from sales. In 1995 the private sector accounted for over 10% 
of the total gross profit from sales. 

Profitability results in the furniture manufacturing enterprises also show serious 
problems in the functioning of enterprises. Despite the trend toward 
improvement, the profit margins are still negative. 

The lowest return is the return on debt capital. (see table 32-A,B,C'o) 

The private sector has better financial and economic results than the public 
sector. 

The low profitability in the public sector results mainly from structural production 
problems, the high material costs and the preseNing of large personnel pools that 
do not allow the production of larger volumes. 

Table 32 
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Table 32 

The financial and economic data based on the accounts of the enterprises in the 
industry. give grounds for the fonowing conclusions: 

• the furniture manufacturers are in a very difficult situation; 

• it is chiefly external factors that are influencing the industry; 

• the private sector has a potential for development; 

• the acutest problem of the private companies is the shortage of cash; 
and 

• the state-owned firms need refurbishment of the equipment and 
internal organizational changes. 
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RECOMMENDATIONS FOR FLAG ASSISTANCE 

1. AT INDUSTRY LEVEL 
Assistance in setting up of a national institution, dealing with problems of 

the furniture manufacturing industry and with the following main tasks: 

• Creation of a data bank on suppliers, manufacturers and merchants; 

• Collecting and systematizing industry information on economic, 
production, labor and other industry indicators; 

• Collecting information on sales of Bulgarian furniture abroad, foreign 
expertise in furniture manufacturing and trade, etc.; 

• Setting up of testing labs; 

• Lobbying for the passage of the necessary bills, regulating imports of 
raw materials, distribution of wood supplies, the protection of 
Bulgarian manufacturers, etc.; 

• Development of a national strategy of the furniture industry; 

• Publication of specialized literature, magazines and other material; 

2. AT SCIENTIFIC UNITS LEVEL 
Assistance in expanding activities of existing scientific institutions: 

• Creation of a Training Center for managers in the furniture industry and 
marketing and advertising experts; 

• Methodological aid in preparation of industry analyses and projects; 
• Training of managers. 

3. AT ASSOCIATION LEVEL· 

• Assistance in setting up of new associations; 

• Assistance in the management of newly founded associations: 

• Development of strategies, organizational structures, working 
procedures, finance management. advertising, etc. 

• Establishment of international contacts, assistance in supplying of raw 
materials, sales, etc. 

4. AT COMPANY LEVEL 

Assistance in the companies management: 

• strategy, planning, control, internal information, management 
structures, etc. 

• Finance management; 
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• Marketing, creation of new marketing strategies, advertising and 
product promotion; 

• Staff planning, selection and training; 

• Management of production quality and efficiency; 

• Technical assistance in valuation and purchases of technical 
equipment. 

THE FURNITURE INDUSTRY CAN BE HELPED IN THE FOLLOWING WAYS: 

• Supplying of literature; 

• Organization of training seminars for managers and specialists; 

• Consultancy assistance by US specialists 

• Visits of Bulgarian executive officers to similar companies in USA; 

• Consultancy aid in development of business plans, required for loan 
applications; 

• Financial help for projects of national importance. 

ALL PRIVATE COMPANIES (privatized companies, cooperatives and newly 
founded firms), ASSOCIATIONS AND SCIENTIFIC AND RESEARCH UNITS NEED HELP. 

67 



APPENDICES 

\ 

68 



0') 
co 

--" 



-....I 
o 

.../ 

~ I' 



-,' ,! • ..r/ 

-.....I 
-" 

~ 



-..J 
tv 

-..I 
) 



AI .A2 

73 



--."J 
.f:>. 

~~"'"'. 

"l"~, 

'"'" 





.. .: '1.J 



-.,J 
-.,J 

" 

~./ 



;_ . .} 

) 

~ I 



79 -. ,,\Q 



". 
( I ..... ' t.,) 



co .... 

~ 
\ 
'-./ 



~) 
I 

- ) 

82 



(Xl 
w 

lV' 
\ . 
~..,:.t' 

" 



) 



85 



. , . 

86 



87 



.--) 

}-.~ 

~: 

88 



0:> 
(,0 

" 

;"..-' 
') 

" 



' . ....' 



co 
->. 

, "'1 I 

"" 



(' :.' ).... 



( ~/ 
! ) .. 

~wJ./ 

~ 
~ .. 



~: v 

':"',' 

/Ii 
I 
,~I 



\ ..... .-

i 
:~ . 



.v' 

#'!,r."'" 

~~':;;. 



:i 
-, 

TYPICAL MANAGEMENT HIERARCHY OF GROUP 1 FACTORIES 

DIRECTOR 
OF PRODUCTION 

HEAD OF 
IN-HOUSE 

TRANSPORT 

LARGE SCAlE 
;ONSTRUCTlON 

FIRE 
SAFETY 

CHIEF IIII CHIEF IIII SEAM 
E~~:rR MECHANIC M:~~~RS 

nRIVFRl': II WORKERS 
~ IN STEM PLANT 

-""-., 

HEAD OF DESIGN AND 
INDUSTRIAL 
ENGINEERING 

INDUSTRIAL 
ENGINEERS 

HEAD OF 
WORKSHOPS 

PRODUCTION 
MANAGERS 

FOREMEN 

DIRECTOR 
GENERAL 

TECHNiCAl 
SECRETARY 

LEGAL 
ADVISOR 

DIRECTOR 
OF COMMERCE 

L~ 
HEAD OF 

TRADE AND 
COMMERCE 

EXPERTS 
TRADE AND 
COMMERCE 

LABOUR 
PERSONNEL 
AND SOCiAl 

DEVELOPMENT 

EXPERTS 

HEAD 
PERSONNEL 

T 
AUXILLIARY 

STAFF 

Appendix B1 

CHIEF 
ACCOUNTANT 

DEPUTY CHIEF 
ACCOUNTANT 

ACCOUNTANTS 

CASHIERS 



/I 

~'" 

---

TYPICAL MANAGEMENT HIERARCHY OF GROUP 2 FACTORIES 

DIRECTOR 
OF PRODUCTION 

HEAD OF ENERGY AND MECHANICS 

DRIVERS, ELECTRICIANS, MECHANICS, TURNERS, 
STEAM PLANT WORKERS 

HEAD OF DESIGN AN[ 
INDUSTRIAL 
ENGINEERING 

INDUSTRIAL 
ENGINEER 

PRODUCTION 
MANAGER 

FOREMEN 

WORKERS 

MANAGER 

:: ........... ; ............. : .. 
:: LEGAL 
:: ADVISOR .. 
"0 ._ 
°1: 111" 111', ,. 

HEAD OF 
TRADE AND 
COMMERCE 

6. 
HEAD OF 

STOCK 
CONTROL 

TRADE 
EXPERTS 

HEAD OF 
LABOUR 

AND SALANES 

HEAD 
PERSONNEL 

Appendix B2 

CHIEF 
ACCOUNTANT 

ACCOUNTANTS 



~~, 
.,~ 

\ 
.,." 

TYPICAL MANAGEMENT HIERARCHY OF GROUP 3 FACTORIES Appendix B3 

MANAGER 111---.-------.-----------. 

POWER ENGINEER 

PRODUCTION 
MANAGER 

FOREMEN 

WORKERS 

INDUSTRIAL 
ENGINEER 

:: ........... : ............ ; 
". 

:: LEGAL 
:: ADVISOR ". .. ~ 

·,tlllllllllll· 

HEAD 
SALES 

HEAD OF 
STOCK 

CONTROL 

RADE EXPERT~ 

........... ; ............ ; 

CHIEF : 
ACCOUNTANT: 

11,""""" 

.......... ~ ............ :. 
HEAD 

PERSONNEl ~ 

',lltlllllllr 



~~ .•.. " .......... "": .... " .. " ... " ........ ; 
" 

~~ POWER ENGINEER 
" 

:; ~ 1111I t t t II t t t t III I": 

~'" .-,'-~ 

) 
.1../' ',../ 

TYPICAL MANAGEMENT HIERARCHY OF GROUP 4 FACTORIES Appendix B4 

FOREMEN 

WORKERS 

MANAGER 

~~~~~~~~~~~~~~~~~~ 

INDUSTRIAL 
ENGINEER 

It 11111I11 I 1111111' 

........... : ............ ; 

LEGAL 
ADVISOR ," 

111111111111' 

HEAD 
SALES 

:: ............ ; ............. : 
" 

:: CHIEF 
:: ACCOUNTANT ~ 
", ~ 

, ~ 

"III" I I';; II 1111' 

== .......... ~ ............ ;. 

:: HEAD :: 
:: PERSONNEL ~ 
::,11/1/1//,,1 ;: 



~' 

1.CHAIRS. SEATS 

9401 30 with mechanism 

940140 chair-bed 

9401 50 

9401 61 

9401 69 

9401 71 

~ 

0 
~ 

I 
2. SUITS OF FURNITURE 

940310 metallic office furniture 

940320 metallic other 

940330 wooden office furniture 

940340 wooden kitchen cabinets 

940350 wooden bedroom cabinets 

940360 

940370 

940380 I ~attan,bamboo furniture 

940390 

9404 13. SPRING BEDS, MATTRASSES 

TOTAL EXPORT 



1992 1993 1994 1995 1996 

0 0 55 0 

COTE D'IVOIRE 0 0 0 0 

EGYPT 0 36 719 0 

LIBERIA 0 0 845 0 ., --, LIBYA 1 712 : 

NIGERIA 0 

SOUTH AFRICA 0 0 461 74 

SUDAN 0 0 295 0 0 

TOTAL 1539 815 1 197 

693 o o o 
BOLIVIA o o o 
CANADA 1 973 195132 197873 

HONDURAS 85 o o 

0 

0 1 117 0 

8 562 46844 

25899 

INDONESIA 0 

IRAN 0 0 

IRAQ 0 0 

ISRAEL 46 0 9162 

JAPAN 0 506 4830 

OROAN 053 0 0 45 
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1993 1994 1995 

727 1 085 55 0 

149957 31 478 102340 

KIRGHISTAN 2894 35344 

KUWAIT 26801 

LEBANON 0 

OMAN 0 

1 853 

0 

674 0 

0 

0 

UN.ARAB EMIRATES 890 

UZBEKISTAN 855 

0 0 

2946120 

BELGIUM 1168979 

BOSNIA AND HERZEGO o 
BYELORUSSIA 30104 

ECH REPUBLIC 

DENMARK 

ESTONIA 

FINLAND 

FRANCE 

ERMANY 

GREECE 

HUNGARY 

ICELAND 
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1992 1994 

IRELAND 558 78143 

ITALY 1 241 

LATVIA 0 

LIECHTENSTEIN 0 

LITHUANIA 

MACEDONIA 

~ MALTA , 

MOLDOVA 

NETHERLANDS 

NORWAY 

POLAND 

PORTUGAL 

ROMANIA 

) 



--'~ :...,..... 

TARIFF N IPRODUCT 1992 1993 1994 1995 1996 

1.CHAIRS, SEATS 

with mechanism 

chair-bed 

50 wicker chair 
....... 1940161 wooden 0 
C.Jl 

'940169 wooden, other 

9401 71 metalli 

940179 metalli 

940180 other 

9401 90 comoonents 

2. SUITS OF FURNITURE 

940310 metallic office furniture 

940320 metallic other 

940330 wooden office furniture 

940340 wooden kitchen cabinets 



TARIFF N 1 PRODUCT 1992 1993 1994 1995 1996 

940350 wooden bedroom cabinets 

940360 wooden other 

940370 

940380 furniture 

940390 

TOTAL 6 

940413.s mattresses 1.141.154 

TOTAL 1+2+3 7 

other 

TOTAL IMPORT 7,377,523 14,147,533 24,232,492 13,084,414 

...--. 



0 0 0 372 0 

EGYPT 0 0 30 0 

LESOTHO 0 0 0 0 34 

LIBYA 0 0 793 0 

MAURITANIA 0 0 2 0 

( 
) NIGERIA 0 0 660 

TANZANIA 0 0 0 700 

UGANDA 0 543 0 

0 172 3521 5 

171 36 55 9 

2 0 

112 38590 

0 0 0 

BRAZIL 0 1 593 ,0 

ECUADOR 0 0 0 

TOTAL 11 529 61 51 35031 
') 

0 0 0 

0 0 0 

0 
679 

GEORGIA 

HONG KONG 

INDIA 

INDONESIA 15 

IRAN 

ISRAEL 6 

JAPAN 14 11 061 

JORDAN 23 434 0 0 
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KAZAKHSTAN 0 0 0 0 

KIRGHISTAN 0 0 0 

KOREA DPR 31 

KOREA REP. 

KUWAIT 

LEBANON 
, 
\ MALAYSIA , 

MARIAN ISLANDS+A24+ 

PAKISTAN 0 

SINGAPORE 11140 

SRI LANKA 

SYRIA 

TAIWAN 

) 

60 o 
268557 

129186 

o 

REPUBLIC 

DENMARK 

ESTONIA 

FINLAND 

FRANCE 

GERMANY 

EECE 2 

HUNGARY 
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1992 1993 1994 1995 

IRELAND A 155 

ITALY 

LATVIA 

LIECHTENSTEIN 

LITHUANIA 

MACEDONIA , 
.~ MALTA 

MOLDOVA 343 

NETHERLANDS 2 065 

POLAND 

PORTUGAL 

ROMANIA 

RUSSIA 

SLOVAKIA 

SLOVENIA 

SPAIN 

SWEDEN 

SWITZERLAND 
- ) RKEY 

o o 889 

o 8963 905 

83294 o o 
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APPENDIXE 

A list of furniture manufacturing companies. suitable for visiting. 

Privatized companies 

• EMOS, Lovech 

• DA YANA 91, Velingrad 

• MEBEL LUX, Pazardjik 

• L1PNIK, Russe 

• TRABNA MEBEL, Lovech 

• TRA YANA, Haskovo 

• MEBEL, Stara Zagora 

Cooperative companies 

• MEBEL· Troijan 

• MEBEL· Shumen 

• MEBEL· Plovdiv 

Private companies 

• BMD, Plovdiv 

• MIM, Sofia 

• ORT, Sofia 
• BULDECOR, Sofia 

• VIDICHI NIK, Velingrad 

• INTERIOR I, Sofia 

• KRONOS, Plovdiv 

• GOSPODINOV & SINOVE, Dobrich 

• ZORA KK, Bansko 

• MARIA MM, Plovdiv 

• PROLET 91, Shumen 
• UYUT, Plovdiv 

The Wood-workers' Chamber of Crafts in Bansko 
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