SIC CODE: 2511» 

Principal Products: Wood furniture


industry information

Relevant Industry Sector Information

The household furniture industry consists of six sub-sectors: wood household furniture (SIC 2511); wood upholstered furniture (SIC 2512); metal furniture (2514); mattresses, foundations and convertible beds (SIC 2515); wood television, radio, phonograph, and sewing machine cabinets (SIC 2517); and miscellaneous furniture (SIC 2519).  This firm is classified as a manufacturer in the wood household furniture sector.  

U.S. product shipments of household furniture are estimated to surpass $31.4 billion in 2000/01.  Of the six sectors, the two largest are wood and upholstered furniture.  Product shipments in those sectors were estimated at $11.7 and $10 billion respectively.  

Low interest rates and a strong economy created a vibrant housing market in 1998 and 1999, which translated into strong gains for most furniture manufacturers.  Over the last 25 years, new single-family American homes have grown in size.  In 1998, 33 percent of new homes were built with four or more bedrooms, up from just 21 percent in 1975.  Similarly, the average square footage of homes increased 33 percent from 1975 to 1998.  

Domestic manufacturers are increasingly outsourcing production for their labor-intensive, hand carved and hand painted furniture pieces from low-wage (foreign) economies around the globe.  In addition, many manufacturers are buying furniture abroad and offering it in specialized import collections.  In 1998, the household wood furniture, metal furniture, and upholstered furniture industry sectors accounted for 61, 20, and 10 percent, respectively, of all U.S. imports.  

The furniture market is a niche market.  In periods of economic uncertainty, furniture purchases, like other highly discretionary acquisitions, are often postponed as a larger share of personal income is devoted to non-durable goods such as utilities, food, and clothing, which by nature are less discretionary.  Further, declining consumer demand for finished products coinciding with rising manufacturing costs (utilities, raw materials, wages), puts added pressure on industry profitability.  

The furniture industry is undergoing a significant change in the way manufacturers market their brands.  Traditionally, it was not the manufacturer’s name that brought customers to stores, but the reputation of the retailer that sold furniture on the basis of price point and style.  This resulted in poor brand awareness at a time when name recognition for other high-ticket items, such as cars, computers, and home appliances was high.  To increase brand awareness and attract a devoted customer base, manufacturers increasingly are establishing their own dedicated retail outlets.  

One of the most pervasive influences on the U.S. economy in the '90s will be the aging population.  In particular, baby boomers (approximately 80 million Americans) born between 1945 and 1965, which are now between the ages of 30 and 50.  This group has the greatest earning potential, which translates into the greatest buying potential.  

Every major U.S. manufacturer has a Web Site, although most are used for marketing and brand building rather than for the sale of furniture.  Most well known manufacturers have no intention of selling direct to consumers via the Internet.  For smaller furniture manufacturers, the Internet provides an opportunity for large-scale visibility that was impossible in traditional brick and mortar stores where expensive floor space was limited to major brands.

The Internet’s future impact on the industry is unclear.  On-line retailing is successful when consumers can compare prices and delivery is prompt and efficient.  However, most major furniture manufacturers have indicated their unwillingness to sell directly to the public, or in any forum that does not involve their established brick and mortar retailers.  

Over the next five years, U.S. furniture shipments are expected to slow from their recent highs and attain only modest growth.  From 1992 to 1998, the furniture industry was exceptionally strong.  Product shipments grew at an annualized rate of 3.6 percent after adjusting for inflation, and it is unlikely this industry can sustain similar growth in future periods.  Many U.S. producers are expected to benefit from a gradual decline in the value of the U.S. dollar, which would make American furniture products more competitive internationally.  Consequently, the resulting increase in exports could offset declines in the domestic market.  

Domestic furniture manufacturers compete with imports from China, Canada, Taiwan Mexico, and Italy.  These five countries account for 71 percent of product imported to the U.S.

Legal/Environmental/Trade Issues

Environmental regulations have become a major concern for many firms in this industry.  Their concerns are centered around two issues; wood dust and wood finishes--volatile organic compounds (VOC) emission regulations for the wood furniture and cabinet industries, as required by the Clean Air Act Amendment of 1990.  

The U.S. Environmental Protection Agency’s most recent Toxic Release Inventory (TRI) reports that furniture makers reduced their release of toxic chemicals by 11.5 percent from 17.3 million pounds in 1998 to 15.3 million pounds in 1999.  

The report stated a seven-year downward trend for furniture makers.  Releases of toxic chemicals by the furniture industry have dropped every year since 1992, when they totaled more than 61 million pounds.   (Or Start typing here)
Import Effect Summary

Led by a seemingly relentless stream of products imported from China, the U.S. wood furniture trade deficit surged to a record $9 billion in 2000.

According to the U.S. Department of Commerce, the United States imported $10.37 billion worth of wood furniture and parts last year, an increase of 21 percent over 1999.  

China, by far, was the biggest contributor to imports with $2.52 billion in 2000, a 42 percent jump from 1999.  Canada, Italy, Mexico, and Indonesia were the other major countries importing to the United States.  All with double digit increases over 1999.  

Reasons for the flood of imports on the market are the increasing costs of lumber and labor, poor grades of lumber, and the scarcity of skilled workers
