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MFC GC's visit to Kuching in conjunction of SFIA’s 30th Anniversary
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On May 19, 2023, the Governing Committee (GC) of the Malaysian

Furniture Council (MFC) went to Kuching, Sarawak. This was due to
the invitation by the Sarawak Furniture Industry Association (SFIA)
in conjunction of their 30th anniversary celebration since 1993.

Upon touching down at Kuching International Airport, the MFC
entourage was greeted by representatives by SFIA and then taken
to the SFIA headquarters within the vicinity of the airport. A
number of issues are discussed and exchanged on how to ensure
both East and Peninsula Malaysia benefit from the growth of the
timber industry.

The SFIA leadership including its President, Leo Chiang Kok Sze
explained to the entourage the background of the association as
well as its predecessor and contribution during their respective
presidency. He also explained that SFIA will be conducting its
Annual General Meeting (AGM) on June 25, 2023, a few days
earlier than MFC's AGM on June 28, 2023.
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After a brief exchange of souvenirs, the entourage was
brought for lunch and then their accommodation for
their 3 days 2 nights stay in Kuching, the Grand
Margherita Hotel. Located in the city centre, this hotel
conveniently overlooks the Sarawak River as well as
famous monuments such as the Sarawak State
Legislative Assembly (DUN) building as well as the
Kuching Waterfront, a picturesque scene for tourists
and locals.

Following a few hours of rest, the entourage was then
picked up and proceeded to Imperial Hotel, 15
minutes away from the accommodation for the
highlight of the trip, the SFIA 30th Anniversary Dinner
Celebration.

Several VIP guest such as the new Ministry of
Plantation and Commodities (MPC) Secretary- General
YBhg Datuk Mad Zaidi Mohd Karli, new MTIB
Chairman, YB Datuk Larry Sng as well as the new MTC
Chairman Yg Berusaha Tuan Haji Zainal Abidin were
also invited by the host.

Despite some delay, the event commenced around
8.30pm with both the Negaraku and Sarawak state
anthem followed by a speech by Leo Chiang. He
welcomed and expressed his appreciation to all the
guest for attending the event saying that Sarawak has
opportunities as it is the largest state in Malaysia
alongside its abundance of natural resources. Leo, also
the Deputy Secretary- General of MFC expressed his
gratitude for the MFC leadership to conduct its
Governing Meeting the following day in Kuching.

As for the MFC President, Mr Khoo Yeow Chong noted
that the rapid increase of furniture export (+22.9%)
from Sarawak within 5 years (2017's RM 46.7 million to
2022's RM 57.4 million) is an achievement itself
considering the Covid-19 years in between.
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Source: MFC Kuching Visit (May 2023) Report

Nevertheless, he hoped that issues such as raw material
shortages can be reduced if timber suppliers are willing to
supply their Peninsula counterparts and organisations like
MTC, MTIB and STIDC are willing to assists the industry in
seeking for more potential markets to enhance the current
RM 13.863 billion export value (2022) to the targeted RM 25
billion by 2030.

The new MPC Sec- Gen, YBhg Datuk Mad Zaidi Mohd Karli
meanwhile called for more cooperation between the two
regions to ensure simultaneous growth for both regions and
apologised on behalf of Deputy Prime Minister YAB Datuk
Fadillah Yusof for being unable to attend the celebration.

On the second day (May 20, 2023), MFC then conducted its
Governing Committee meeting at Grand Margherita Hotel
itself. This is another historical occasion due to it being the
first GC meeting in Sarawak since MFC's inception in 2014.

The meeting lasted about 4 hours until noon and touched on
a plethora of issues on the furniture industry such as human
resources, raw material, the exploration of potential markets
and the upcoming ASEAN Youth Furniture Exchange in June
2023.

Following the meeting, the entourage was then taken for
another sumptuous seafood lunch and then proceeded to a
plantation by TSG Group for an introduction of its Future Tree
Project. These trees are known as Empress Trees are the most
reliable natural carbon capture tree species.

The entourage made it back to the hotel after the visit in TSG
Group, another dinner hosted by Sarawak Timber Industry
Development Corporation (STIDC) were held at Grand
Margherita Hotel itself. YBhg Datu Haji Hashim Haji Bojet, the
General Manager of STIDC said that it has been honor for him
to be able to host MFC and hoped that cooperation between
both sides of Malaysia is essential as STIDC is also developing
its furniture industrial park. He also mentioned that Sarawak
aims to increase its furniture export to RM 6 billion by 2030 in
line with the vision of the state government.

The following morning, the entourage was then invited to
Datu Haji Hashim's house for a breakfast gathering and they
were shown around the property before proceeding to the
still to be constructed furniture industrial park. The furniture
industrial park is located at the outskirts of Kuching similar to
its Muar and Selangor counterpart where infrastructure such
as roads and lights were prepared prior to constructing the
premises itself.

Just as for every visit to a foreign place, souvenirs are usually
a must for most. Hence the entourage was brought to several
famous souvenir sites to purchase the well-known
Sarawakian Kek Lapis and other local specialties such as
pepper and Kolo Mee.
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Uzbekistan’s growth presents certain form of opportunities
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In 2022 while many countries were battling high inflation and the Ukrainian conflict, Uzbekistan
recorded a 5.7% growth according to its Statistics Agency. This decent outlook is mirrored by S&P
Global Ratings prediction for 2023 and 2024 to be 5% and 5.5% in growth respectively.

This growth was also assisted with the development of New Tashkent, the twin capital for the
nation where constructions of residential complexes, modern office, retails and hotels, high rise
buildings and a park with a total area of 80 hectares.

Furthermore, the average tariff rates has decreased from 15.3% in September 2017 to 7.5% in 2020.
Meanwhile goods imported meant for personal use are exempted from custom duties which those
intended for value-adding activities are exempted for six months after which the product must be
exported.

These positive changes saw the rise in the importation of timber and timber products where
wooden furniture itself has increased at an annual average rate of 16.69% with Turkey, Russia and
China its major sources. Nevertheless, approximately 90% of its total market requirement is satisfied
by domestic products from the 5,300 enterprises across the country.

While Uzbekistan does present certain form of opportunities, it is up to our industry players to
consider the suitability of this market in the foreseeable future.

Source: MTC Middle East and Central Asia Report on Market Visit to Uzbekistan (26 February — 3
March 2023)



ESG Adoption in the Malaysian Wood Products and Furniture
Industries — Its Current Status (Part 1)

by

Prof. Dr. Jegatheswaran Ratnasingam & Natkuncaran, J.
Faculty of Forestry & Environment,
Universiti Putra Malaysia.

This article present the preliminary results of a three-years (2022-2025) study being
conducted on the status of Environment, Social, and Governance (ESG) compliance among
the wood and furniture manufacturers in the country. The study is funded internationally
and the results have been shared and discussed with relevant agencies, with mutual and
enforcement mandates.
Table 1 shows the criteria of ESG requirement that was highlighted as being important for
the wood products and furniture industries, after consultation with Bursa Malaysia,
industry experts, trade associations and several previous studies.

Table 1. General Criteria Included in ESG Compliance Survey for Wood Product
Manufacturing Industry

Criteria Environmental Social Governance
Comply with Clean Air Comply with Employees Good
Regulation (2014) Minimum Standard for Corporate
Comply with Formaldehyde Housing, Accommodation Governance
Emission Guideline (2022) and Amenities Act (1990) Practice of
Use of renewable energy Comply with Employment Corporate
Primary Waste Management Policy (Amendment) Act (2022) Social
Criteria Carbon Footprint Label Workers Health and Safety Responsibility
Use of Certified Wood Product Policy (CSR)
Minimum Working Hours Anti-
of 45 Corruption
Comply with Minimum Policy
Wage Level
Comply with Environmental In-line with National
Quality Act (1974) Action Plan on Forced
Product Life-Cycle Analysis Labor (2021-2025)
Water Consumption Policy Comply with Human Rights
Energy Consumption Policy Principles
Waste and Effluent Good Employment and
Secondary . . .
Criteria Management Policy Labor Relation Practices

Management of Green House
Gaseous (GHG) Emission
Climate Change Mitigation
Policy

Environmental Compliance
Policy

Positive Impact on Society




Source: Bursa Malaysia

The final structured questionnaire used in this study, had three-parts, which was
designed and implemented using Google Forms (Google LLC, Mountain View, CA, USA),
and the data were captured and compiled after three weeks of launching the survey. From
a total of 3484 wood and furniture manufacturers contacted, a total of 1081 respondents
consented to participate in the study. The first part of questionnaire was designed to
capture the level of awareness of ESG practices among the respondents. The second part
of the questionnaire assessed the extent of compliance of the respondents against a set of
ESG criteria, as shown in Table 2.

Table 2. ESG Compliance Criteria Assessed in the Survey

Environmental Social Governance
e Waste Management e Workers Health and e Transparent Corporate
Policy Safety Governance
e Volatile Organic e Minimum Wage e CSR Activities
Compound (VOC) e Minimum Standard for
Emission Reduction Housing and Amenities
e Product Carbon Footprint e Human Rights
Label
e Use of Certified and Legal
Wood
e Use of Recycled
Packaging
e GHG Reduction Policy

The third part of the questionnaire, involving open-ended questions, solicited
responses from the survey respondents on the factors that encouraged or discouraged
them from complying with the ESG requirements.

Summary Results

1.0 Extent of Compliance under the Three Broad Categorical Requirements of ESG

The survey revealed that the extent of compliances of the various factor
requirements under the three broad categorical requirements of ESG were varied among
the respondents. Figure 1 shows that all respondents who were aware of the ESG
compliance requirements, paid greater attention to environmental, followed by governance,
and finally the social requirements. This may be attributed to the fact that the various factor
requirements under the environmental category were more adoptive, as it was supported
and enforced through regulatory and legislative measures that came into force some time
back. On the other hand, the social factor requirements appear to be a challenge for many
manufacturers, as the relevant legislations only came into effect very recently.



Figure 1. Present level of compliance of ESG among respondents

The survey revealed that within the environmental category of requirement factors,
not all factors recorded equal level of adoption. Figure 2 shows the level of adoption of the
various environmental factors among the respondents, clearly indicating greater adoption of
certified and legal materials, waste management, and emission criteria, as opposed to the
others. In fact, only 3% of the respondents reported that they have any form of carbon
footprint assessment for their products, while another 1% indicated that they have a formal
GHG management policy. 14% of the respondents indicated that they comply with
requirements to use recycled packaging materials in the respective factories.

Figure 2. Level of adoption of environmental criteria among respondents

In terms of the social criteria adoption, the respondents appear to have a dismal
performance record. Only 16% of the respondents have adopted a human rights policy in
their respective factories, while only 59% of the respondents indicated that they complied
with the existing minimum wage requirements. In terms of compliance to workers health
and safety, a relatively high proportion of the respondents indicated that they complied
with the minimum occupational safety and health (OSH) requirements. Unfortunately,
compliance with the minimum standard for housing and amenities is still relatively low, as
this requirement came into force recently (Figure 3).



Figure 3. Level of adoption of social criteria among respondents

In terms of the governance criteria adoption, the respondents indicated a relatively
high degree of adoption. Figure 4 shows that 84% of the respondents participated in some
form of corporate social responsibility (CSR) activities to positively impact the society. As
expected, the corporate governance among the large public-listed enterprises were 100%
compliant, while non-public listed enterprises reported a much lower degree of adoption of
corporate governance in their enterprises. In fact, governance compliance also contributes
to better cost management, which is crucial for many of the family-owned enterprises in the
wood products and furniture enterprises in the country.
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Figure 4. Level of adoption of governance criteria among respondents

2.0 Determinants of ESG Compliance

ESG requirements which is gaining importance throughout the world, is also
beginning to affect the competitiveness of the wood products and furniture
manufacturers in Malaysia, especially among the exporters. In this respect, the results of
the survey suggest that the important factors that appear to entice and manufacturers to
become ESG compliant include market and legislative requirements (Figure 5). Among the
non-compliant manufacturers, the main reasons were listed as lack of awareness, no



direct benefit, lack of knowledge workers, and the prohibitive cost for compliance (Figure
6). The lack of knowledge workers in the country who could carry out relevant
measurements and implement ESG practices, appears to be a major deterrent for the
adoption of ESG practices among companies and organizations. Further, it was also found
that most of the non-compliant manufacturers were predominantly SMEs and micro-
enterprises, who were operating in the domestic market.

Figure 5. Reasons for adoption of ESG criteria

Figure 6. Reasons for non-adoption of ESG criteria

The results of the study will provide useful insights on the status and challenges of
ESG practices within the wood products and furniture industry in the country. It is clear
that with the growing awareness to the global climate change phenomenon, and more
concerted efforts being taken internationally to mitigate the effects of climate change,
together with the preeminent importance accorded to the Sustainable Development
Goals (SDGs), the wood products and furniture industries will have to comply with these
requirements, in order to avoid any backlash from the global market, leading to market
share loss.

*The authors welcome comments and feedback from the readers. Part Il of the study will be
published in the next issue of the Newsletter.
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SRAET10AREE KRN
MALAYSIA'S TOP 10 EXPORTS OF FURNITURE, BY COUNTRY

Data sorted by value of 2022
As at 22.5.2023
2022° 2022 (Jan-Apr)° 2023 (Jan-Apr)?
COUNTRY Value Share Value Share Value Share Change
(RMMil.) % (RMMi.) % (RMMil) % %

TOTAL EXPORTS 13,863.6 100.0 5,143.1 100.0 3,370.8 100.0 -34.5

1 UNITED STATES OF AMERICA 7,237.2 522 29041 565 14112 419 -51.4
2 REPUBLIC OF SINGAPORE Ffilt% 1,0055 7.3 3053 5.9 406.0 12.0 33.0
3 AUSTRALIA M 659.7 4.8 2141 4.2 2272 6.7 6.1
4 JAPAN B 764.7 5.5 289.6 5.6 2092 62 -27.8
5 UNITED KINGDOM i[E 4335 3.1 1709 33 1335 40 -219
6 INDIA ENE 4319 3.1 1057 2.1 1100 33 4.1
7 PHILIPPINES SEfREE 3169 23 830 16 1014 30 222
8 CANADA IIEX 3802 2.7 1195 23 80.4 24 -32.7
9 THAILAND Z=[E 1838 13 744 14 751 2.2 0.9
10 UNITED ARAB EMIRATES FAJEXEIEFNE 254.9 1.8 674 13 675 2.0 0.0

TSR VG 2% A ORI SR 7 KR i 1R
MALAYSIA'S EXPORTS OF FURNITURE Value (RM Mil.)
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® Furniture of other materials

W Parts of furniture

Bk 10AREHORN
MALAYSIA'S TOP 10 IMPORTS OF FURNITURE, BY COUNTRY

Data sorted by value of 2022

Asat 22.5.2023
2022° 2022 (Jan-Apr)® 2023 (Jan-Apr)°
COUNTRY Value Share  Value Share Value Share Change
(RMMiL) % (RMMil) % ((RMMi) % %
TOTAL IMPORTS 4,941.4 100.0 1,695.7 100.0 1,242.7 100.0 -26.7
1 PEOPLE'S REPUBLIC OF CHINA FR[E 3,272.2 662 1,1840 69.8 693.4 558 -41.4
2 REPUBLIC OF INDONESIA EJf& 2403 49 66.7 3.9 92.9 75 394
3 THAILAND Z=E 2783 56 821 48 86.9 7.0 5.8
4 JAPAN HA 156.4 3.2 498 29 71.4 5.7 434
5 FEDERAL REPUBLIC OF GERMANY 7= 1282 2.6 344 20 52.9 43 538
6 UNITED STATES OF AMERICA 3£[E 135.6 2.7 256 15 40.7 33 590
7 ITALY B AR 909 1.8 361 2.1 33.1 2.7 -8.2
8 POLAND = 80.7 1.6 224 13 28.5 23 274
9 SOCIALIST REP. OF VIETNAM #4Eg 1233 25 480 2.8 24.0 19 -49.9
10 TAIWAN &5 734 15 271 16 15.1 12  -44.4
SRATREHOFN
MALAYSIA'S IMPORTS OF FURNITURE DETAILS
® 303,2% B Wooden Furniture

B Metal Furniture

M Plastics Furniture

M Seats and its parts

M Furniture of other materials
M Parts of furniture

m 120.7,10%

= 20.7,2%

Malaysian Furniture Council (MFC)

Lot 19A, 19th Floor, Menara PGRM 1 Tel 1 603-9282 2333 email : council@mfc.my

No 8, Jalan Pudu Ulu, 56100 Cheras, Kuala Lumpur, Malaysia. Fax :603-9286 2296 website : www.mfc.my



