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Strengthening the operations of 
micro, small and medium wood 
processing enterprises through  
Good Manufacturing Practices
This brief is a resource for industry associations, vocational training centers, and local 
and national authorities that build the capacity of wood processing micro, small and 
medium enterprises (MSMEs). In wood products supply chains, MSMEs are the most 
vulnerable to crises, face difficulties in complying with regulatory requirements and 
have the greatest training needs. Yet, they contribute to local economies by generating 
jobs and income and can play an important role in reducing climate impacts. This brief 
explains how Good Manufacturing Practices can increase the competitiveness and 
resilience of MSMEs and provide incentives for them to adopt legal and sustainable 
sourcing and processing practices.

Good Manufacturing Practices in the MSME context
Most MSMEs are unable to meet the standards, legal requirements and product 
specifications required by higher-end wood products markets and increasingly stringent 
national and international policies and regulations. Investment costs and training needs  
to meet these standards are a burden for MSMEs. 

In addition, the availability of raw materials from natural forests is reducing. Switching 
to plantation wood as the main source of raw materials requires a change of mindset 
by business owners and a different manufacturing process. Due to lower quality and 
dimensions of plantation wood, MSMEs need to increase production volumes to  
maintain profits. 

Learning to make 
products from wood 
waste, Thailand.
Photo: Wilfredo Lelis
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The operation policy should concentrate on:

• Legality of workshop operations, such as business permits and the notice  
of operation from the authorities

• Workshop rules and regulations in accordance with  labour law

• Social welfare, such as labour obligations and provisions for the safety  
of labour

• Quality statement or commitment

• Other policies related to laws and regulations, such as on timber legality

To thrive in the forest industry and access more lucrative domestic and international markets, 
MSMEs need to improve their operations and increase their competitiveness through capacity 
building and long-term commitment to applying good practices. In this respect, it is critical to 
raise awareness among business owners and workers about how to produce a higher value 
wood product. 

Good Manufacturing Practices enable MSMEs to achieve continuous business operations. 
They consist in systems devised to ensure the consistent production and control of 
manufacturing following predetermined quality standards. They cover all aspects 
of manufacturing, from handling raw materials to the manufacturing premises and 
workers’ activities. Good Manufacturing Practices are mostly practised in the food and 
pharmaceutical industries, but can be adopted in the wood industry.

This technical brief focuses on workshop operation management and material control, 
the two key aspects of Good Manufacturing Practices in the context of wood processing 
MSMEs. These practices tackle two challenges faced by MSMEs: irregular operations and 
the lack of material control. 

Irregular operations are challenging for workers because they lead to an irregular work 
schedule, unspecified duties and responsibilities, and ultimately misinformation on 
the operation activities. The lack of material control is detrimental to wood processing 
workshops because it results in mix material arrangement, misprocessed product 
components, production cost miscalculations and the inability to comply with legal 
requirements, such as the traceability of the raw materials used. 

Improving MSMEs’ capacity on workshop operation 
management 
Targeted capacity building can improve MSME operations. Aside from the technical 
aspects, such as improving workshop layouts and occupational health and safety (OHS)¹, 
business operation control and the effective flow of information are important for 
achieving long-term sustainable business operations.

In the MSME context, creating an operation policy that outlines, in simple terms, a 
principle of action, rules and regulations, a strategy and commitments adhered to by  
the enterprise can achieve business operation control.
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Workshop information board example: Information board of a family-based furniture 
workshop, Attapeu, Lao PDR

1. Workshop policy, commitments, OHS
2. Organisational chart with duties and responsibilities
3. Workshop licence, permits and certificates
4. Workshop lay out and evacuation plan
5. Announcements

One of the best ways to communicate the policy is placing an information board in an area 
of the workshop accessible to all workers and visitors, buyers and government authorities. 
Such an information board will show the staff and the public the enterprise’s commitment 
to legal and sustainable operations. 
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Organisational charts are also important for improving business operation control. They  
aim to clearly designate the roles and responsibilities of the workers and the owner to 
make the management of business operations more transparent and effective. 

Organisational charts should include critical functions, such as: the general manager; 
quality assurance; production planning and inventory control (PPIC); administration; 
marketing; and product development. Micro and small enterprises normally consist of 
the owner and a few workers. Therefore, the owner, often husband and wife in the case 
of household businesses, performs most of the critical functions. In this context, the two 
positions that are mostly invisible are the quality assurance and the PPIC. Workers take 
on responsibility for the quality of the products and production planning, especially when 
paid by the piece (as opposed to daily wages). This leads to inconsistencies in quality 
control and, even worse, in production planning. This can have disastrous consequences 
for the efficiency of the operations. 

Small-scale operations often keep inventories at a minimum. Aside from wood (the key 
raw material), PPIC needs to consider other important materials needed in the production, 
such as fittings and paints. Enterprises that sell their products online also need to take 
packaging materials into account. Unfortunately, inventories mostly overlook non-wooden 
materials, which leads to inefficiencies and disruptions in the production schedule. 
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Trained additional staff are needed to perform quality assurance and PPIC. However, due to 
the small scale of the operations, production costs are kept at the minimum and it is often 
impossible to hire such functions. A potential solution is to make business owners aware 
of the critical importance of quality assurance and PPIC for the business operations. This 
way, the owners would in turn brief, train and better supervise workers. In medium and 
larger enterprises, this challenge is not as severe, because job functions are usually better 
separated and defined, including dedicated staff to quality assurance and PPIC.

Improving MSMEs’ capacity on material control 
Improving MSMEs’ capacity on material control involves the creation of PPIC and the 
effective management of wood waste. PPIC is the practice of planning a production process 
(machines, tooling usage and production materials) and controlling the inventory of raw 
materials to be produced into finished goods. It is responsible for planning and controlling 
a series of processes, making sure they run according to the predetermined plan, and work 
side by side with production, quality assurance, marketing, purchasing, and finance. 

PPIC functions create master production schedules, forecast purchasing requirements, 
create plans for material procurement and monitor inventories during the production 
process through production forms. In this respect, PPIC enables businesses to optimise 
material procurement and use because these are based on accurate inventory data. As a 
result, financial management improves because it is based on up-to-date data and needs. 
Furthermore, PPIC makes it easier for businesses to comply with government regulations 
that require the traceability of materials used in the production process.

Documents and forms in small-scale wood supply chains

The benefits of Production Planning Inventory and Control (PPIC)

• Adequate supply of raw materials (no under nor over supply)

• Reduced downtime caused by lack of material or workforce

• Production on time according to schedule

• Optimal use of materials, machines and equipment

• Accurate inventory reports and traceability throughout the production process, 
which facilitates compliance with timber legality requirements 

• Better collaboration among production, procurement, finance, sales and marketing  

• Reduced waste caused by excess inventory and unnecessary purchases

• More accurate profit and loss calculations
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There are simple steps that MSMEs could take to install a PPIC system. The first one 
is designating a person responsible for PPIC and indicating it in the organisational 
chart. This PPIC position should then lead efforts to reorganise the workshop layout, 
with particular attention to storage areas, warehousing, machine positions and work-
in-progress material locations. In particular, the warehouse should be organised by 
segregating the raw materials, disposing and relocating unused materials, and labelling 
production materials. Finally, the PPIC position should create simple inventory forms and 
ensure that inventory reports are regularly updated. 

Wood waste management is another important aspect of material control. Wood 
processing tends to produce large quantities of leftovers, such as wood offcuts, 
misprocessed wood and excess materials, often lying around in the factory. Some MSMEs 
stock wood waste in a roof-covered area to protect it from the sun and rain. The waste 
tends to build up over time. Sometimes, its storage takes over large parts of the factory 
area. Managing the accumulated post-processing wood leftover provides an opportunity 
to further improve efficiency in wood processing factories. Moreover, wood waste 
provides additional income opportunities that are often overlooked by MSME owners.

As in the case of PPIC, MSMEs could take some simple steps to better manage their 
wood waste. The first step is to reorganise the storage area and calculate the value of the 
leftovers. These should be separated and graded by species and group sizes. Uneven wood 
shapes should be cut to a usable shape and size for inventory purposes, and future use and 
storage. Plans for the storage area should me made based on the volumes and categories of 
waste. Inventory levels should be set based on the first-in, first-out principle, which means 
that materials that are stored first are to be used first. A storage time limit should be set 
including criteria for deciding whether the leftovers are to be given away or reused.

The second step is to plan for the waste to be converted into household wooden products 
or small items considering the costs and potential income from the conversion. These 
recovered products could be sold directly to customers in the showroom, sold to other 
stores, given away as gifts to loyal customers or sold in handicraft and other small 
product fairs.

EFI’s experience building the capacity of MSMEs on Good 
Manufacturing Practices in the Mekong region 
In pilot projects in Lao PDR, Thailand and Viet Nam, EFI built the capacity of over 60 
MSMEs on several aspects related to Good Manufacturing Practices. EFI took a coaching 
approach by working with the pilots’ MSMEs on site and providing suggestions for 
improving their manufacturing practices. 

In Lao PDR, EFI focused on material traceability for household furniture makers in Attapeu 
Province. The pilot introduced the concept of input-output monitoring of timber used, 
a legal requirement in the industry, through hands-on technical trainings that showed 
them how to use inventory control forms while making furniture prototypes. The trainings 
demonstrated the practical application of the data recorded in calculating timber recovery 
rate, an important information for product costing. The capacity built and the potential 
for more accurate product costing calculations motivated several furniture makers to 
maintain a functioning input-output monitoring system.
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In Thailand, EFI supported reclaimed timber operators, mostly family-based businesses, 
in controlling the source of reclaimed timber, managing warehousing, and complying with 
supply chain documentation requirements for the transport of materials and products. 
The MSMEs coached installed internal control systems in their warehouse for recording 
quantity and quality of reclaimed timber stored. These systems enabled them to better 
segregate materials and easily identify the most suitable further usage in the market. 

In Viet Nam, EFI focused on improving production management for small-scale furniture 
manufacturers in wood villages. EFI coached the manufacturers on more efficient 
workshop layouts, material arrangement and continuous improvement. In most cases, 
the efficiency gained through the coaching process resulted in significant production 
increases. Furthermore, the manufacturers installed workshop regulations and policies 
that improved management practices.

Accumulated wood 
waste from furniture 

making, Lao PDR
Photo: Wilfredo Lelis
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Toolbox of a furniture 
maker, Viet Nam. 
Photo: Pham Duc 
Thieng

The following recommendations are based on EFI’s experience training MSMEs:
• Trainers should advise business owners to make improvements step-by-step. Radical overall 

changes are unlikely to be successful.  

• MSMEs’ first priority is profit generation. Training activities should therefore be geared  
towards increasing their profit. If not linked to profit, business owners will not be interested  
in participating in training activities.  

• Waste should be portrayed as cost and one of the components that determine the price of 
a product, besides material cost, labour cost, etc. By managing and reducing waste, MSMEs 
will be able to reduce costs and generate more income. Portraying waste as cost and income 
opportunity will encourage MSMEs to better manage it. 

• For each topic, training materials should be summarised and consolidated into a single, visually 
appealing and comprehensive poster. These posters will help participants revisit the training 
content from time to time and inform those who did not join the trainings. Depending on the 
location of the MSMEs and the local culture, information desks could be created in traditional 
houses or near local government offices.

• Using social media, a network should be created among the trained MSMEs. After each training 
session, the content should be summarised into small sections and shared with all MSMEs 
via the social network. Participants should be encouraged to share their experience in the 
implementation of the training content to stimulate implementation by others. 

• Study tours should be organised to visit larger enterprises. Business owners should be 
encouraged to attend workshops and seminars outside their area. These activities will open  
their mind to different practices and motivate them to make changes to their businesses.  

Training materials on Good Manufacturing Practices
Please access slides for training wood-based MSMEs on Good Manufacturing Practices². 
The training materials include drawings and photos of operations observed in the 
Mekong region. The materials are meant for micro and small operators in the Mekong 
region. However, they could be used more widely in other geographical areas where the 
challenges and training needs of MSMEs are similar. The training materials are free to  
use and can be downloaded from the Forest Smallholders website.

https://forestsmallholders.org/wp-content/uploads/2022/05/Occupational-Health-Safety.pdf


About the Forest Smallholders Project
Since 2016, the European Forest Institute (EFI) has been 
supporting wood-based micro, small and medium enterprises 
(MSMEs) in four Mekong countries to operate legally and 
sustainably. Under its Forest Smallholders Project, EFI has 
been testing solutions to MSMEs’ key challenges in pilot 
projects. Lessons learnt from these pilots are documented and 
disseminated nationally, regionally and internationally. Through 
its support to MSMEs, the Project promotes gender equality and 
women’s economic empowerment in the forest sector.        
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