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Chapter�6�
�
�
�

Cut�flowers�
The� advantage� of� clustering� for� the� trade� and�
distribution�of�perishables� in�a�value� chain�with�
differentiated�production�and�demand�
�
�
�
�
‘The�Netherlands�has�a�lot�of�knowledge�in�the�field�of�flower�production.�Trade’s�in�our�

veins,�we�speak�foreign�languages,�we�set�out,�we’re�enterprising.�But�half�of�our�
business�is�logistics.�[…]What�is�important�is�the�knowledge�of�flower�production�and�

logistics.�It’s�the�combination�that�makes�us�strong.�[…]�And�it�is,�of�course�much�
easier�to�share�that�knowledge�when�you’re�close�to�each�other.�They’ve�tried�to�bring�

production�to�the�East�of�the�country,�but�that�isn’t�always�easy.�It’s�nothing,�a�one�
hour�drive;�however,�you’re�out�of�the�cluster�which�makes�it�much�more�difficult�to�

keep�your�knowledge�up�to�date.’�(PF�51)�
�
�
�
When�someone�buys�a�bunch�of� flowers�at� the� local� flower�shop�or� supermarket,� the�
cut�flowers�in�the�bunch�have�already�had�a�long�journey�in�the�value�chain�(see�Figure�
6.1).� The� journey� starts�with� the� breeding�of� new�kinds�of� flowers,� their� selection� and�
propagation.�It�can�take�breeders�years�to�come�up�with�a�new�flower�that�can�meet�the�
demands�of�producers,�wholesalers�and�consumers.�A�breeder�sells�his�flower�plants�as�
cuttings� to� growers,� who� sell� their� cut� flowers� directly� or� through� an� auction� to�
wholesale�traders�or�large�retailers.�After�that,�the�cut�flowers�arrive�at�the�consumer.��
�
�
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Global trade and the Dutch hub 

Figure�6.1:�The�value�chain�of�cut�flowers�
�
�

�
�
�
For�a�long�period,�the�Netherlands�has�been�leading�in�all�stages�in�the�value�chain�of�cut�
flowers.� Breeding,� selection,�propagation,� production,� and� trade,� were� concentrated� in�
the� Netherlands.� However,� in� the� past� decade� many� changes� have� taken� place� in� the�
chain.�The�value�chain�of�cut�flowers�has�changed�from�a�very�concentrated�cluster�into�a�
chain�with�worldwide� links.�Whereas�historically� the�Netherlands�has�mainly�been� an�
exporter� of�domestically�produced� flowers,� recently�more� and�more� flowers�produced�
abroad� (often� by� Dutch� emigrants)� are� sold� through� the� Netherlands,� turning� the�
country� into� a� global� floral� marketplace� node.� An� important� expectation� this� chapter�
starts�with,�is�that�trade�in�this�marketplace�very�much�depends�on�and�profits�from�the�
cluster�of�the�flower�industry�that�is�present�in�the�Netherlands.�Within�this�node�many�
types�of�flowers�are�traded,�as�we�will�see�in�this�chapter.�Also�many�different�types�of�
value�chain�organizations�make�use�of� traders� from�this�node.�However,� it� is�expected�
that�the�role�of�this�node�is�different�for�different�types�of�flowers,�for�example�enabling�
buying� at� stock� in� the� Industrial� World� and� at� order� in� the� Market� World.� Also� the�
knowledge�that�traders�need�for�successful�operation�is�expected�to�be�different�in�each�
world� of� production.� With� respect� to� coordination� and� control� of� the� chain,� control� is�
expected�to�be�mainly�related�to�the�marketplace�and�not�so�much�to�the�traders�in�the�
node�as�the�value�chain�of�flowers�is�expected�to�be�largely�disintegrated,�consisting�of�
independent�players�when�the�auction�is�used.��

As�we�will�see� in�this�chapter,� the�role�as�marketplace�node�attracting�flowers�
from�all�over�the�world�is�under�pressure�due�to�the�increasing�importance�of�large�retail�
organizations� who� directly� buy� flowers� from� growers,� bypassing� Dutch� auctions� and�
Dutch�traders.�However,�as�we�will�see�ahead,� .scale�economies� in� flower� logistics�and�
local�knowledge�clusters�of�flower�product�development�make�up�strong�territorialized�
assets�that�keep�flower�trade�and�distribution�attached�to�the�Netherlands.�
�
�
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Chapter 6: Cut flowers 

�

6.1�The�cluster�of�flower�growing,�breeding,�and�trading�in�the�Netherlands�
�
The� Netherlands� is� the� largest� producer� of� flowers� in� the� world� and� also� the� most�
important�creator�of�new�varieties.��Most�of�the�wholesale�companies�are�located�in�the�
production�cluster�of�the�west:�Westland�and�around�Aalsmeer�(see�Map�6.1).��
�
�
Map�6.1:�The�number�of�wholesale�traders�in�flowers�(SBI�code�5122)�by�corop�region�in�2008�
�
�

�
Source:�map�created�with�data�from�StatLine�(Statistics�Netherlands,�www.cbs.nl)�

�
The� Dutch� flower� cluster� consists� of� companies� in� every� link� of� the� value� chain� (see�
Figure�6.1),�as�well�as�supporting�organizations.�Here�Dutch�cooperative�flower�auctions�
play�an�important�role.�These�auctions�were�set�up�by�the�growers�almost�a�century�ago�
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in� order� to� strengthen� their� position� vis�à�vis� traders.� Almost� all� Dutch� growers�
participate� in� these�auctions�and�as�a�member�have� the�obligation� to� sell�one�hundred�
percent�of�their�production�through�the�auction�organization.�The�largest�auction,�Flora�
Holland,�has�5200�member�companies�of�which� less� than�five�percent�are� from�outside�
the�Netherlands.�This�auction�was�created�in�2009�as�the�result�of�a�merger�between�the�
two� largest� Dutch� auction� organizations:� Flora� Holland� and� the� Aalsmeer� Flower�
Auction�(Verenigde�Bloemenveiling�Aalsmeer)34.�The�locations�of�the�new�Flora�Holland�
auctions�are�shown�in�Map�6.2.�

The�concentration�of�supply�at�the�auctions�has�made�Dutch�auctions�important�
trade�centers.�The�auctions�are�however,� just�one�example�of�strong�organization�in�the�
Dutch�floral�industry.�In�the�fields�of�research�and�development�as�well�as�promotion�of�
Dutch�flowers�there�is�much�joint�action�at�the�national�and�local�levels.��

The� national� government� stimulates� the� sector� with� the� DLO� (Service� for�
Agricultural�Research),�financed�to�a�large�extent�by�the�Ministry�of�Agriculture,�Nature,�
and�Food�Quality�and�is�engaged�in�fundamental�and�application�based�research�as�part�
of�the�Wageningen�University.�This�institution�is�a�very�important�source�of�knowledge�
in�the�sector,�as�are�the�regional�test�stations�and�research�centers�financed�by�the�private�
sector,� the� Ministry� of� Agriculture,� Nature,� and� Food� Quality,� and� the� Productschap�
Tuinbouw�(Alles,�1998).�The�Productschap�Tuinbouw�is�a�statutory�industrial�organization�
for�the�horticultural�industry.�It�offers�all�kinds�of�services�to�the�sector:�information�on�
markets,� labor� laws� and� rules,� schooling,� but� also� the� possibility� to� support� research�
projects�in�the�sector,�often�with�Wageningen�University.�The�results�of�such�research�are�
freely� available� on� the� internet� (www.tuinbouw.nl/),� but� often� in�Dutch,�making� them�
widely� available� to� the� Dutch� cluster,� but� more� difficult� to� use� for� foreign� growers.�
Another� important�national�organization� is�LTO�–�the�Dutch�Federation�of�Agriculture�
and� Horticulture,� an� entrepreneurs’� and� employers’� organisation.� The� organization�
lobbies� for� their� interests� at� a� national� (The� Hague)� and� international� (Brussels)� level.�
They� also� give� their� members� individual� support� and� advice� on� issues� such� as�
commerce,� real� estate,� insurance,� and� management.� Also� PlantumNL� operates� at� the�

�
34 In 2007 the two largest auctions of the Netherlands, FloraHolland and Bloemenveiling Aalsmeer, decided 
that a merger would be the best way to strengthen the position of the auctions as the central market place for 
flowers and potted plants in Europe. The increase in foreign production and sales of flowers bypassing the 
Netherlands has been felt as an important threat to the position of the Dutch auctions. The auctions thought 
they could better counterattack these trends by joint action and strategy. The auction, for example, will enable 
auctioning of flowers of all branches at the same time before one clock, the use of just one auction system, 
and standardization of operations. Enlarging of the marketplace also enables producers with very large 
volumes to bring products to just one marketplace, without creating an excessive supply at just one smaller 
site. The concentration of purchasing power created by the merger also enables very specialized growers to 
reach the largest possible potential of buyers from just one site. Furthermore, the merger marks an end to the 
competition between the direct sales offices of the different auctions. As of January 2008 this merger became 
effective. The new FloraHolland auction has three export branches: Aalsmeer, Naaldwijk, and Rijnsburg, as 
well as three regional branches: Bleiswijk, Venlo, and Eelde (Stuurgroep Fusie, 2007). 

152

Levelt-Manuscript 100329_v2 final.pdf   152 31-3-2010   14:18:25



Chapter 6: Cut flowers 

national�level.�This�is�the�Dutch�association�for�breeding,�tissue�culture,�production�and�
trade�of�seeds�and�young�plants.� Issues�important�for�PlantumNL�are�the�protection�of�
intellectual� property� rights� for� breeders� of� new� varieties,� regulations� for� the� use� of�
pesticides,� biotechnology,� organic� farming,� international� trade,� phytosanitary� issues,�
research�to�improve�varieties�and�breeding�and�ennobling�techniques.�
�
�
Map�6.2:�The�locations�of�the�auctions�of�Flora�Holland�
�

�
� Besides�all�these�national�organizations,�there�are�many�smaller�scale�product�
based�excursion�and�study�groups.�These�are�created�through�informal�contacts�through�
the� LTO.� Growers� exchange� information� on� growing� specific� varieties,� problems� they�
may�encounter,�and�solutions�they�have�found.�Growers�visit�each�others�greenhouses�in�
these�groups.�Sometimes�study�groups�use�the�LTO�services�for�research�on�issues�they�
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encounter� (Alles,� 1998).� Although� this� research� exchange� is� very� common� in� the�
Netherlands,�Dutch�producers� in�Africa�do�not�share�knowledge�and�are� true�rivals� to�
each�other� (PF�68,�Grower�with�production� in�Africa).�Also,� �knowledge� in� the� field�of�
ennobling�exchange�is�much�more�an�exception:�“the�closer�one�comes�to�product�knowledge,�
the� less� openness� is� present”� (Alles,� 1998,� p.� 49).� However,� growers� are� now� moving�
towards�collaboration,�as�the�Dutch�Creations�group�of�breeders�shows.�They�collaborate�
particularly�on�the�marketing�side.��
�

“We�go�directly�to�supermarkets�and�put�them�in�direct�contact�with�growers�
who�supply�these�kinds�of�flowers.�The�idea�is�to�enlarge�the�demand�for�our�
varieties,� in� the� end� creating� a� Dutch� bouquet.� We� do� marketing� together,�
have�commercial�meetings�of�sales�managers�and�help�each�other�in�different�
markets.�We�use�our�networks�to�introduce�our�sales�people�to�each�other�and�
we�do�some�promotion�together.�The�Hortifair35�is�still� important�for�that.”�
(PF�59)�

� �
Knowledge� is� also� transferred� from� growers� to� breeders,� and� from� breeders� to�
wholesalers� in� the� Dutch� cluster.� Breeders� can� use� information� gained� from� Dutch�
growers�to�give�advice�to�their�clients�abroad.��
�

“We� visit� our� clients� in� the� Netherlands� once� a� year� and� sometimes� even�
every�four�weeks.�Abroad�you�can�score�with�knowing�how�to�solve�problems.�
In�the�Netherlands�the�know�how�of�growers�is�generally�higher�than�that�of�
our� sales� people.� So� we� learn� from� the� growers� in� the� Netherlands� and� use�
that�abroad.”�(PF�75)�

�
Breeders� also� use� the� auction� to� inform� wholesale� traders.� They� set� products� in� the�
showcases�at�the�auction�to�promote�a�new�variety�while�sales�personel�of�breeders�go�to�
the�auction�and�have�a�chat�with�growers�and�traders.�Breeders�have�a� look�at�what� is�
happening� at� the� auction.� If� a� variety� gets�high� prices� at� the� auction,� breeders� receive�
higher�demand�for�that�variety.��

All� in� all� the� Dutch� cut�flower� industry� clearly� operates� as� a� cluster� with� all�
kinds�of�formal�and�informal,�horizontal�and�vertical�knowledge�exchanges�in�the�chain�
and�vertical�local�input�output�relations�between�ennoblers,�growers,�wholesale�traders�
and�many�supporting�organizations.�

�
35 The Hortifair is the main exhibition for the world flower industry. The whole flower industry is present 
here, from companies that sell soil and fertilizers, to ennoblers, breeders, growers, and traders. Also flower 
packaging firms are present, as well as specialized logistics service providers. Besides that, some countries 
and production regions have stands at the fair. It is an annual event in the RAI exhibition and convention 
centre in Amsterdam.  
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6.2�The�position�of�the�Netherlands�in�the�international�trade�of�cut�flowers�

6.2.1�A�world�hub�in�flower�trade�

�
In�the�1990s�one�out�of�every�five�flowers�in�the�world�was�produced�in�the�Netherlands�
while� three� of� every� five� flowers� had� a� Dutch� passport,� meaning� they� were� traded�
through�a�Dutch�citizen�(Maharaj�and�Dorren,�1995,�p.�4).�Table�6.1�shows�that� in�2005�
the� Netherlands� had� almost� sixty� percent� of� the� share� of� total� non�European� flower�
imports�of�fifteen�European�countries�together.�
�
�
Table�6.1:�The�import�of�flowers�into�the�EU�15�countries�from�countries�outside�Europe�(EU25)�
in�2005�
�

� Import�value�of�flowers36� Share�in�EU15�imports�of�flowers�
from�outside�Europe�

�� (millions�of�Euro’s)� %�
Netherlands� 404.9� 57,8�
United�Kingdom� 142.6� 20.4�
Germany� 53.2� 7.6�
Spain� 27.5� 3.9�
Italy� 23.1� 3.5�
Belgium� 16.9� 2.4�
France� 12.2� 1.7�
Sweden� 9.7� 1.4�
Austria� 4.4� 0.6�
Greece� 3.6� 0,5�
Portugal� 1.6� 0,2�
Ireland� 0.5� 0,1�
Luxembourg� 0.1� 0,0�
Denmark� 0.1� 0,0�
Finland� 0.1� 0,0�
Total�EU15� 700.6� 100�

Source:�Eurostat�external�trade�statistics,�available�at�www.pp.eurostat.ec.europa.eu�
�

Many� of� these� imports� went� through� the� Netherlands� to� other� European�
countries,�as�can�be�seen�from�data�on�intra�EU�flower�trade.�Table�6.2�shows�that�most�
European� countries,� when� purchasing� flowers� within� the� EU,� buy� flowers� from� the�
Netherlands.�For�example,�97�percent�of� the�flowers� from�other�European�countries�on�
the�German�market�are�bought� in� the�Netherlands.�Not�only�do�neighboring�countries�
import�most�flowers�from�the�Netherlands.�Even�countries�like�Finland,�Italy,�and�Spain�

���������������������������������������� �������������������������
36 For this data HS code 0603 is used. This heading includes cut flowers and flower buds suitable for bouquets 
or for ornamental purposes: fresh, dried, dyed, bleached, impregnated or otherwise prepared. 
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import�more�than�90�percent�of�their�intra�European�flowers�from�the�Netherlands.�This�
data� shows� the� dominance� of� the� Netherlands� as� the� European� marketplace� for� cut�
flowers.�
�
�
Table�6.2:�The�importance�of�import�of�flowers�from�the�Netherlands�in�intra�EU�25�trade�in�2005�
�

� Import�of�flowers�from�
EU25�countries�

Import�of�flowers��
from�the�Netherlands�

Share�of�Dutch�
imports�in�EU25�

imports�
�� � �(millions�of��Euro’s)� %��

Germany� 728� 704� 97�
Italy� 147� 142� 96�
Finland� 17� 16� 95�
United�Kingdom� 621� 589� 95�
Belgium� 90� 86� 94�
Denmark� 81� 76� 94�
France� 415� 382� 92�
Spain� 36� 33� 91�
Sweden� 49� 44� 91�
Greece� 19� 17� 90�
Austria� 83� 71� 86�
Portugal� 14� 12� 86�
Luxembourg� 7� 5� 73�
Ireland� 35� 25� 73�

Source:�Eurostat�external�trade�statistics,�available�at�www.pp.eurostat.ec.europa.eu�
�
�
With�respect�to�imports�of�flowers�to�the�Netherlands,�Africa,�Latin�America�and�Israel�
are�the�most�important�exporters�of�flowers�to�the�Netherlands.�European�countries�only�
play�a�marginal�role�in�the�Dutch�imports�(see�Table�6.3).��

In�export�flows�of�flowers,�the�hub�function�of�the�Netherlands�is�clear.�When�
we�look�at�exports�to�countries�outside�Europe�(EU25),�more�than�90�percent�comes�from�
the� Netherlands� (Table� 6.4).� Of� course,� this� figure� partly� reflects� the� large� amount� of�
exports�domestically�produced�in� the�Netherlands,�but� it�also�shows�the�amount�of�re�
exports�of�previously�imported�goods.��

The� list� of� destination� countries� to� which� the� Netherlands� exports� flowers,� is�
very� different� from� the� list� of� sourcing� countries.� Table� 6.5� shows� the� importance� of�
European�countries�in�Dutch�floral�exports.�Germany,�the�United�Kingdom,�France�and�
to�a�lesser�extent,�Italy,�are�the�main�destinations�of�Dutch�flower�exports.�Still�non�EU�
countries�also�play�a�role.�Russia�and�the�United�States�each�receive�about�three�percent�
of�Dutch�exports.�All�this�data�shows�that�the�Netherlands�is�a�clear�hub�in�flower�trade�
between�Europe�and�the�rest�of�the�world.�
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Table�6.3:�Import�of�flowers�to�the�Netherlands�in�2005�
�

� Import�in�the�Netherlands� Share�in�Dutch�imports�

�� �(millions�of�Euro’s)� %�
Total� 464.0 100�
Kenya� 168.0� 36.3�
Israel�� 59.3� 12.8�
Ecuador� 51.8� 11.2�
Zimbabwe� 29.5� 6.4�
Colombia� 25.7� 5.6�
Uganda� 21.8� 4.7�
Spain� 13.4� 2.9�
Zambia� 13.1� 2.8�
United�Kingdom� 9.5� 2.0�
Italy� 8.9� 1.9�
Germany� 7.7� 1.7�
South�Africa� 7.4� 1.6�
Belgium� 6.6� 1.4�
Ethiopia�(incl.�Eritrea)� 6.1� 1.3�

Source:�Eurostat�external�trade�statistics,�available�at�www.pp.eurostat.ec.europa.eu�
� �
�
�
Table�6.4:�The�export�of�flowers�from�EU�15�countries�to�countries�outside�Europe�(EU25)�in�2005�
�

� Export�value�of�flowers�
�

Share�in�total�EU15�
exports�to�outside�EU�15�

�� �(millions�of�Euro’s)� %�
Netherlands� 336.7� 89.3�
Italy� 16.0� 4.3�
Germany� 15.0� 4.0�
France� 6.1� 1.6�
United�Kingdom� 0.6� 0.2�
Spain� 0.6� 0.2�
Denmark� 0.4� 0.1�
Ireland� 0.4� 0.1�
Greece� 0.3� 0.1�
Austria� 0.3� 0.1�
Finland� 0.2� 0.1�
Sweden� 0.1� 0.0�
Belgium� 0.1� 0.0�
Portugal� 0.01� 0.0�
Luxembourg� 0.01� 0.0�
EU15� 376.9� 100�
�Source:�Eurostat�external�trade�statistics,�available�at�www.pp.eurostat.ec.europa.eu�
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Table�6.5:�The�most�important�export�areas�for�cut�flowers�of�the�Netherlands�in�2005�
�
Destination�of�Dutch�export� Export�value�of�flowers� Share�in�Dutch�exports�

� �(millions�of�Euro’s)� %�
All�countries� 2538.4� 100�
Germany� 715.7� 28.2�
United�Kingdom� 512.5� 20.2�
France� 342.3� 13.5�
Italy� 144.7� 5.7�
Russia� 83.9� 3.3�
United�States� 76.1� 3.0�
Switzerland�(incl.�LI)� 74.3� 2.9�
Sweden� 73.0� 2.9�
Belgium� 70.7� 2.8�
Denmark� 65.7� 2.6�
Austria� 64.5� 2.5�
Spain� 37.3� 1.5�
Ireland� 32.6� 1.3�
Poland� 28.49� 1.1�
Norway� 25.8� 1.0�

Source:�Eurostat�external�trade�statistics,�available�at�www.pp.eurostat.ec.europa.eu�
�

6.2.2�Changes�in�the�flows�that�go�through�the�Netherlands�

�
Africa�and�South�America�are�upcoming�production�areas�for�cut�flowers�(see�Table�6.6).�
Although� Israel� is� still� a� very� important� exporter� to� the� Netherlands,� it� is� clear� that� a�
country�like�Ecuador,�which�increased�its�share�of�exports�to�the�Netherlands�six�times�
between�1995�and�2005,�will�probably�bypass�Israel� in� importance.�The�growth�of�sales�
from�these�new�producing�countries�is�partially�realized�outside�of�Dutch�auctions.�This�
poses�a�threat�to�Dutch�dominance.�For�example,�already�nearly�half�of�Kenyan�flower�
production� is� sold� without� the� intermediation� of� Dutch� auction� systems� (Stuurgroep�
Fusie,�2007).�
�
�
Table�6.6:�The�largest�non�EU�flower�exporters�to�the�Netherlands�
�
Country� 1995� 2005� Growth�1995�2005�

� �(volume,�x�1000�Kg)� �(volume,�x�1000�Kg)� %��
Kenya� 17�224� 51�914� 200�
Israel� 17�642� 19�192� 10�
Ecuador� 1�712� 12�055� 600�
Zimbabwe� 7�167� 11�956� 70�
Colombia� 2�553� 5�535� 120�
Other� 5�919� 14�596� 150�

Source:�HBAG�(2007)�
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The�turn�over�of�imported�cut�flowers�at�Dutch�auctions�is�around�twenty�percent�of�the�
total�turn�over�of�cut�flowers�(VBN,�2007),�and�shows�slightly�higher�growth�in�the�past�
few� years� than� total� turn�over� (see� Table� 6.7).� In� volume� terms,� thirty� percent� of� all�
flowers� sold� through�Dutch� auctions� comes� from� imported� sources� (Stuurgroep�Fusie,�
2007).�This�difference�between�turn�over�share�and�volume�share�indicates�that�imported�
flowers�have�relatively�lower�prices�than�domestically�produced�flowers�at�auction.��
�

�
Table�6.7:�Turnover�of�cut�flowers�at�the�Dutch�auctions�
�
� 2004� 2005� 2006� Growth�

2004�2005�
Growth�

2005�2006�
� (thousands�of�Euro’s)� %�
Turnover�imported�cut�
flowers�

481�335� 498�753� 530�898� 3.7� 6.5�

Turnover�cut�flowers� 2�329�575� 2�400�582� 2�500�442� 3.0� 4,1�
� (share�of�imports�in�turnover)� � �
Share�of�import�in�turnover� 20.7� 20.8� 21.2� +0.1%� +0.4%�
�Source:�calculated�with�data�from�VBN�(2006)�

�

�

The�growth�of�African�and�Latin�American�countries�in�flower�production�has�
mainly�been�stimulated�by�international�policies.�One�very�important�policy�has�been�the�
first�Lomé�Convention�of�1975.�This�convention�eliminated�import�duties�for�agricultural�
and� mineral� products� from� 71� African,� Caribbean,� and� Pacific� Rim� countries.� This�
stimulated� floral� exports� to� the� European� Union.� Fifteen� years� later� some� South�
American� countries� important� for� Dutch� flower� imports� like� Colombia� and� Ecuador�
became� part� of� the� treaty.� Also,� structural� adjustment� policies� stimulated� the�
development�of�export�oriented�horticulture.�The�development�of�flower�exportation�is�
seen�as�a�good�source�for�generating�foreign�exchange�to�pay�international�debts�many�
African� countries� have� (Maharaj� and� Dorren,� 1995,� pp.� 45�46).� The� flower� growing�
industry�in�these�countries�has�been�pursued�by�many�foreign�investors�and�Dutch�and�
other� foreign� growers� play� an� important� role� (Maharaj� and� Dorren,� 1995,� interview�
notes).�

Changes�have�also�taken�place�in�the�consumer�market.�New�market�areas�have�
opened� up,� especially� in� Eastern� Europe� (see� Tables� 6.8� and� 6.9).� All� the� while,� the�
market� as� a� whole� has� become� more� differentiated.� On� one� hand,� demand� for� more�
bulky�kinds�of�products�has�grown�as� flowers�are� increasingly� sold�at�non�specialized�
retail� outlets� like� supermarkets� and� petrol� stations.� On� the� other� hand,� demand� has�
become� more� diverse� since� tastes� differ� in� each� geographic� market� area.� In� Eastern�
Europe,� consumers� generally� like� to� buy� flowers� with� larger� buds� than� in� the�
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Netherlands.� In� the� Netherlands� people� tend� to� buy� flowers� with� buds� that� haven’t�
opened.��In�the�US�generally�offering�your�host/hostess�a�bunch�of�buds�instead�of�open�
flowers�is�frowned�upon.��
�

�
Table�6.8:�Strongest�growing�export�areas�for�cut�flowers�traded�in�the�Netherlands�in�2005�2006�
�
Country� Value�2005� Value�2006� Growth�2005�2006�
� � �(millions�of�Euro’s)� %�
Belarus� 3.3� 4.7� 42.6�
United�Arab�Emirates� 3.7� 4.9� 33.4�
Russia� 78.5� 98.9� 25.9�
Ukraine� 15.2� 18.8� 23.1�
Romania� 12.8� 15.6� 22.6�
Poland� 49.2� 59.7� 21.5�
�Source:�HBAG�(2007)�
�
�
Table�6.9:�Strongest�growing�export�areas�for�cut�flowers�traded�in�the�Netherlands�in�2006�2007�
�
Country� Value�2006� Value�2007� Growth�
� � (millions�of�Euro’s)� %�
Moldavia� 0.7� 4.3� 525.9�
Romania� 15.6� 27.9� 78.1��
Lituania� 6.2� 8.9� 42.4�
Latvia� 7.9� 9.9� 25.7�
Croatia� 5.0� 6.2� 25.0�
Finland� 16.8� 20.3� 20.3�

Source:�HBAG�(2008)�
�

�

To�summarize,� the�most� important� trends� in� the�Dutch� flower� trade�are�as� follows:� (1)�
increasing� trade� in� flowers� grown� abroad,� mainly� from� Africa� and� Latin�America� (2)�
increasing�diversity�in�consumption�resulting�from�more�geographically�diverse�markets�
and� sales� channels� (3)� more� and� more� direct� sales� from� growers� to� wholesalers� and�
retailers�without�the�use�of�Dutch�auctions.�
�
�
6.3�The�worlds�of�production�of�flowers�and�the�role�of�Dutch�traders�
�
Before�I�enter�into�a�discussion�of�the�Dutch�in�the�flower�trade,�it�is�important�to�know�
more�about�different�kinds�of�flowers�produced,�as�well�as�the�worlds�of�production�in�
which�the�flower�trade�operates.�This�will�help�illucidate�the�embeddedness�of�the�Dutch�
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�

trade� role� in� the� three� different� kinds� of� value� chains� of� cut� flowers� that� I� will� discus�
ahead.�
�
6.3.1�The�Intellectual�World�of�flower�trade�
�
The�Intellectual�World�of�the�flower�business�is�one�in�which�new�flowers�are�bred�and�
propagated.�In�this�world�the�Netherlands�is�very�important�as�a�creator�and�producer�of�
new�varieties.� Increasingly,�however,� the�breeding�and�propagation�of�new�varieties� is�
being�relocated�to�African�and�Latin�American�countries.�An�important�reason�for�this�is�
that� it� enables� Dutch� propagators� to� select� varieties� that� grow� well� under� climate�
conditions� present� in� these� countries,� rather� than� in� Dutch� greenhouse� conditions� that�
can�be�quite�different.�African�and�South�American�markets�have�become�large�enough�
to� make� creating� special� climate�suited� varieties� financially� viable.� Furthermore,�
propagation�and�the�creation�of�cuttings�is�a�labor�intensive�activity�that�can�be�done�at�
lower�costs�abroad.�In�the�Intellectual�World�ennoblers�try�to�come�up�with�interesting�
new�varieties�for�the�market.�The�process�of�ennobling�takes�a�long�time:�seven�years�is�
no�exception�for�developing�a�strong�new�variety,�up�to�fifteen�for�a�tulip�or�lily.��

�

Figure�6.1:�A�showroom�for�new�
varieties�of�carnations:�bridging�
the�gap�between�the�Intellectual�

and�the�Market�World� �

�
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�

Naturally,�ennoblers� try� to�commercialize� their�new�varieties� for�return�on� investment.�
In�this�process�they�must�ensure�growers�will�pay�royalties�to�use�their�varieties�and�will�
not� simply� propagate� these� varieties� without� paying� the� appropriate� fees.� Through�
royalties�and�special�contracts�ennoblers�try�to�control�distribution�of�the�new�product.�
Sometimes�they�first�try�organizing�trade�in�a�more�closed�system�where�they�work�with�
preferred�suppliers�(growers)�for�specific�markets�with�limited�supply�of�the�variety�and�
thus,� high� return.� This� way� prices� will� stay� higher� and� the� ennobler� will� ensure� the�
grower� will� pay� royalties� for� the� use� of� his� breed.� Although� the� trade� in� this� world�
mainly� revolves�around�new�varieties� to�growers� in� the� form�of� cuttings�or�bulbs� (see�
Figure� 6.1),� it� is� important� for� other� worlds� since� new� varieties� trickle� down� into� the�
Market� World� and� eventually� the� Industrial� World.� Since� the� Netherlands� is� the�
epicenter�of�new�varieties,�with�many�ennoblers�and�breeding�groups,�it�is�also�the�place�
where� the� most� knowledge� of� new� trends� and� developments� in� flower� varieties� is�
available.�

6.3.2�The�Market�World�in�floral�trade�

�
The�Market�World�is�where�flowers�are�grown�and�sold�that�“simply”�follow�trends.�Not�
only�flowers�are� important�here,� trends�in�flower�decoration�and�arranging�also�play�a�
role.�It�is�a�world�where�new�flower�fashions�are�created�by�a�mix�of�new�floral�varieties,�
packaging,�and�arranging�techniques�(see�Figure�6.2).��

�
�

Figure�6.2:��
The�Market�World�
of�flowers:�
fashionable�
flowers�and�trends�
in�arrangement�at�
the�Flora�Holland�
trade�fair�

�
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�

Figure�6.3:��
Dutch�Creations�at�the�

Hortifair�2008:�branding�
Dutch�flowers�as�a�highly�

fashionable�product�� �

�
�
Marketing�and�advertising�are�not�very�well�developed�in�the�flower�sector�as�budgeting�
for� these� activities� is� usually� quite� low.� Whereas� marketing� budgets� between� ten� and�
thirty�percent�of� turnover� is�normal� for�many�branded�products,� in� the�flower�sector�a�
marketing� budget� of� only� two� percent� of� turnover� is� standard� (Ziegler,� 2007,� Groot�
Handelsblad,�2007h).�It�is�not�surprising�that�floral�marketing�is�still�in�its�infancy�when�
we�take�into�account�that�the�international�producers’�organization�AIPH�did�not�allow�
advertising�at� trade� fairs�up�until� the�beginning� of� the�1980s.�Until� then�only�showing�
flowers� and� giving� technical� information� on� the� breed� was� permitted� (Groot�
Handelsblad,�2008f).�Marketing�and�branding�are�now�becoming�increasingly�important,�
although� sales� margins� remain� low.� In� 2008� Dutch� top� model� Frederique� van�der� Wal�
introduced�the�world’s� first� flower�brand,�Frederique’s�Choice.�Ennobler�cooperation�has�
taken� place� since� 2006� under� the� name� Dutch� Creations.� Participants� position� their�
flowers� as� highly� fashionable� products,� as� shown� in� Figure� 6.3,� the� Dutch� Creations�
stand�at�Hortifair�2008.�Increased�attention�given�to�marketing�also�comes�to�the�fore�in�
the� launching� of� a� new� magazine� in� 2008�SierteeltMarketing�(Floriculture� Marketing),� a�
glossy� sales� and� marketing� magazine� for� all� companies� operating� in� the� floriculture�
chain.�
�
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Box�6.1:�The�Flower�Council�of�Holland�

�
�

The Flower Council of Holland 
Cooperation in the promotion of flowers 
 
The Flower Council of Holland (FCH) is a statutory industrial organization for the 
marketing and promotion of flower products from the Netherlands. Growers and 
wholesalers pay mandatory support fees to a special fund: Fonds Algemene 
Vakdoeleinden Bloemkwekerijproducten (the Fund for general trade purposes – 
floriculture products). This is a national fund collected by the statutory industrial 
organization Productschap Tuinbouw, a national organization for the horticulture 
industry. This kind of statutory industrial organization also exists for other industries 
and is part of the Dutch corporatist economic structure. Membership to these 
industry organizations is obligatory for companies, but they are only created (and 
ended) by the initiative of a representative portion of employers and workers 
organizations in the sector itself (www.ser.nl, accessed 16-04-2009). 
 The Flower Council of Holland creates general promotional material that 
wholesale traders can use when trading abroad. They also organize presentations 
at trade shows and support overall trade. The Holland Flower Magazine of the 
council is printed four times a year for florists abroad in order to inform and inspire 
them with information on flowers and plants from Holland. Furthermore, the 
Council has a general international website, and special versions for Germany, 
Spain, France, Russia, the UK, Ireland, and the US. Information and news on the 
Dutch flower sector with accompanying photographs of flowers and flower 
arrangements, packaging, and gift ideas promote the Dutch floral sector and 
flower sales (www.flowercouncil.org, accessed 16-04-1009).  
 Although there are still portals for different countries at the Flower 
Council of Holland website, recently they have shifted their strategy from country-
based approach to one based on trade channels (wholesale and specialized 
retailers; large retailers; chain stores and do-it-yourself shops). The idea behind this 
shift is that it enables concentration, centralization and greater efficiency in 
international marketing activities. Also, since retailers are operating in increasingly 
international ways, they will find the same approach from Dutch wholesalers in 
each country (Groot Handelsblad, 2008c).  

Besides generic flower information and promotion, the flower council, 
together with wholesale traders, organizes dedicated workshops for foreign florists 
and wholesale traders. Such workshops have subjects like shop layout, flower 
arranging, improving flower care and quality, and sales training. An example of 
this is the Danish Blomster Fest (Flower fest). A Dutch trader worked with the Flower 
Council of Holland to help a large Danish retail customer to develop sales and 
promotion activities around this holiday. “The Flower council advised on shop-
layout, decoration, and staff dressing. They also delivered input for the lifestyle 
magazine which linked the promotional activities in the shops” (Groot 
Handelsblad, 2007e). This not only stimulated sales of the Dutch wholesaler, but 
also reinforced the relationship between the Dutch trader and Danish customer 
(Groot Handelsblad, 2007e). 

�
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Not�only�do�wholesalers�act�as�bridges�between�producers�and�retailers�for�new�
flower�trends�and�varieties.�Organizations�like�the�Flower�Council�of�Holland�play�a�role�
as�well�(see�Box�6.1:�The�Flower�Council�of�Holland).�This�council�organizes�all�kinds�of�
flower�related� activities� abroad� together� with� traders.� This� includes� sales� trainings� to�
retailers,�offering�promotional�material,�and�giving�advice�on�store�layout.�Also�through�
its�international�website,�the�Flower�Council�of�Holland�gives�inspiration�to�traders�and�
retailers�abroad�with�ideas�on�arranging,�packaging,�and�gifts.��

The� auction� plays� a� role� in� marketing� flowers� by� stimulating� the� sales� of�
member� growers.� The� auction� can� for� example,� visit� foreign� wholesalers� to� show� the�
qualities� of� a� specific� flower� species� or� talk� to� exporters� and� retailers.� Teun� van�
Turnhout,�a�product�manager�at�the�Aalsmeer�Flower�Auction,�explains�how�the�auction�
tries�to�show�the�trendy�possibilities�of�forced�shrubs�(snow�balls,�lilacs,�forsythia):�
�

“We� have� asked� a� leading� florist� to� create� some� nice� bouquets� with� forced�
shrubs.� We’ve� put� pictures� of� these� bouquets� on� flyers� that� we� distribute�
amongst�florists�and�wholesalers.�Thus�florists�and�purchasing�agents�can�get�
ideas�on�how�lilacs�and�snowballs�can�be�presented�in�an�eye�catching�way.”�
(Bladeren,�2007)�

�
The�Market�World�of�flowers�also�has�clear�links�with�the�value�chains�of�furniture�and�
home�decoration:�flowers�are�part�of�the�display�and�fashions�in�these�chains.�It�is�mainly�
through� home� decoration� and� lifestyle� magazines� that� flower� fashions� are�
communicated�to�the�broader�public�(Ziegler,�2007).�The�Flower�Council�of�Holland,�for�
example,� supports� publications� on� flower� trends� in� many� Dutch� lifestyle,� home�
decoration,�and�gardening�magazines�(www.flowercouncil.org,�accessed�16�04�2009).��

6.3.3�The�Industrial�World�in�flower�trade�

�
The� Industrial� World� of� flowers� is� the� world� of� large� production� volumes� not�
fashionable�by�themselves.�This�is�the�world�of�cut�daffodil�bunches�you�will�find�every�
spring� laying� in� the� corner� shop.� It� is� the� world� of� simple� red� roses� sold� at� the�
supermarket.�Volumes�are�high�and�sales�don’t� follow� floral� trends.� In� this�world� it� is�
important� that� trade�enables�redistribution�of� flowers� from�large�monoculture�growers�
into�smaller�batches�ready�for�retailers.�We�see�varieties�here�that�have�already�been�on�
the�market�for�a�while�and�therefore,�are�less�expensive�to�breed�(lower�royalties).�These�
kinds�of�flowers�are�more�frequently�grown�by�growers�abroad�who�cannot�easily�obtain�
the�newest� varieties.�However,� cut� flowers� from�bulb� species� like� tulips� and�narcissus�
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mainly�come�from�the�Netherlands,� the�UK,�and�France,�as� they�need�specific�physical�
conditions�for�their�growth37.�

6.3.4.�Flower�trade�in�the�Interpersonal�World�

�
The� Interpersonal� World� for� flowers� is� a� bit� more� difficult� to� define.� It� supposes� that�
there� is� a� specialized� input� to� serve� a� dedicated� market.� The� problem� is� that� in� the�
production�process�of� flower�varieties� and� flower�growing� it� is� impossible� to�dedicate�
efforts� to� individual� or� dedicated� categories.� The� breeding� process� is� much� too�
complicated�for�that.�Breeders�can�only�really�focus�on�creating�varieties�through�cross�
breeding� for� traits� like� larger� blooms,� taller� stems� or� more� longevity.� However,� at� the�
very�end�of�the�value�chain,�dedication�becomes�possible,�as�the�arranging�of�flowers�can�
take�place� for�special�events� like�weddings�and�other� festivities.�Then�very�specialized�
inputs� like� special� flower� varieties,� creative� knowledge� on� arranging� flowers� and� the�
characteristics�of� varieties� are�used� to� serve� a�very�dedicated�market.�Wholesalers� can�
play� an� important� role� here,� as� they� often� have� a� much� broader� view� of� the� market,�
including�varieties�available�that�individual�florists�have.�An�example�of�dedication�and�
specialization� in� the� interpersonal� world� is� given� by� wholesaler� Metz,� who� has� very�
strong�relationships�with�its�customers.��
�

“Recently�we�received�a�piece�of�apparel�from�the�wedding�dress�of�one�of�our�
customers�asking� if�we�could� find�a�nice� flower� to�go�with� the�dress.�That’s�
how�our�customers�do�business�with�us.”�(Groot�Handelsblad,�2007g,�p.�9)�

�
Thus,�this�is�a�very�dedicated�and�specialized�type�of�flower�trade:�dedicated�because�a�
flower� is� bought� and� sold� for� an� individual� final� consumer,� specialized� since� the�
knowledge� needed� to� find� such� a� flower� is� focused� and� only� present� at� the� Dutch�
wholesale�trader�operating�within�the�flower�cluster�of�the�Netherlands,�and�apparently�
not�present�at�the�retailer�to�whom�he�sells.��
�
�
6.4�Three�types�of�flower�value�chains:�the�producer�driven�chain�
�
Three�different�types�of�firms�can�lead�the�value�chain�of�cut�flowers,�resulting�in�three�
ideal� types� of� value� chains:� producer�driven,� consumer�driven,� and� wholesale�driven.�

�
37 Although the original conditions these species need (e.g. the original tulip comes from Turkey) are not 
natural conditions you will find in the Netherlands, through the ennobling process over time these species 
have been suited to Dutch conditions just behind sand dunes in an area called the Bollenstreek: cold nights and 
cold winters, sandy soil, and more hours of sunshine per year than in inland areas with sandy soils. The same 
conditions in Europe are only met in a few areas of England and France (PF 69). 
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Of� course� in� reality� these� ideal� types� are�not� found� in� their�pure� forms� and� firms� can�
operate�different� types�of�value�chains�at� the�same� time.�But�as�an�analytical� tool� they�
help�explain�the�embedding�of�Dutch�trade�in�the�value�chain�of�cut�flowers.�Historically�
the�producer�driven�value�chain�has�been�dominant�because�of� the�great�power�of� the�
cooperative�auctions�owned�by�producers.�Recently�however,� the�consumers� (retailers)�
have� gained� steering� power,� as� well� as� wholesale� traders,� each� in� different� types� of�
chains.� In� this� section� (6.4)� and� the� following� (6.5� and� 6.6)� these� three� ideal� types� of�
chains�will�be�discussed,�including�their�characteristics�and�the�links�in�these�chains�that�
lead�to�the�Netherlands.��
�

6.4.1�The�producer�driven�chain:�a�mix�of�market�and�relational�modes�of�governance�

�
Power�to�the�growers�
The�producer�driven�chain�is�one�in�which�the�territorialized�cluster�of�flower�breeding�
and� growing� in� the� Netherlands� generates� (new)� supply� that� is� sold� on� a� centralized�
physical� market� place.� Very� specific� to� this� chain� is� the� fact� that� the� market� is� largely�
controlled�by�growers�through�the�cooperative�flower�auctions�they�own.�Since�member�
growers�are�obligated� to� sell�one�hundred�percent�of� their� supply� through� the�auction�
organization,� and� most� Dutch� growers� are� members,� the� auction� is� by� far� the� best�
marketplace� with� respect� to� broadness� (availability� of� different� varieties)� and� depth�
(availability�of�different�qualities)�of�its�assortment.�Wholesale�traders�largely�depend�on�
these�auctions,� including�any�decisions� taken�by� them.�For�example,� in� the� case�of� the�
2008� merger� of� the� two� largest� auctions� in� the� Netherlands,� there� was� an� increase� in�
direct� sales� contracts� between� growers� and� retailers� through� the� auction’s� direct� sales�
office.�Wholesalers�felt�this�service�is�paid�for�by�money�they�spend�at�the�auction,�yet�it�
is�a�service�against� their� interests:�with�direct�sales,�wholesalers�are�completely�phased�
out.� Below,� a� flower� and� potted� plant� wholesaler� complains� in� a� wholesalers’�
publication:�
�

“Large�auctions�and�large�growers�can�manipulate�the�market.�I�think�it�is�a�
nasty�business� that�at�peak�days� large�clusters�of�growers�do�not�send�their�
flowers�to�the�auction�or�only�dump�their�dead�stock�[the�flowers�they�didn’t�
sell� in� advance� through� direct� sales� contracts� closed� with� the� direct� sales�
office� of� the� auction,� m.l.]� when� prices� are� low,� and� buy�back� their� own�
flowers.� In� this� way� supply� and� demand� is� influenced� artificially.”� (Groot�
Handelsblad,�2008e,�p.�9)�

��
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To�prevent�these�kinds�of�things�from�happening,�wholesalers�would�have�appreciated�a�
say� in� the�auction�policy,�especially�post�merger,�due� to� the� increase�of�power�held�by�
growers�(Groot�Handelsblad,�2007d).�However,�this�did�not�take�place�and�the�growers’�
association� ‘Vereniging�van�Groothandelaren� in�Bloemkwekerijproducten’� (VGB,� Association�
of�Wholesaler�Traders�in�Floricultural�Products)�only�lobbies�for�the�auction�to�support�
the�interests�of�growers.�

Another� example�of�wholesaler�dependence�on� the� auctions� that� continues� to�
spur�discussion�is� the� introduction�of�auctioning�by�picture.�This� is�something�that�has�
already�been�introduced�for�some�flowers�like�gerberas�and�roses�and�the�auction�wishes�
to� introduce� for�other�varieties.� In� this� type�of�auctioning� flowers�no� longer�physically�
enter�the�auctioning�room,�but�are�sold�from�a�standard�picture�(or�a�real�one,�that’s�part�
of�the�discussion)�of�the�flower�together�with�information�on�the�quality,�the�name�of�the�
grower,� and�bloom�stage� (rijpheidsfase)38.� It�makes� the� logistics�process�at� the�auction�
much�more�efficient�since�flowers�can�go�directly�from�the�cool�cell�of�the�producer�at�the�
auction� to� the� buyers’� cool� cell� and� do� not� have� to� pass� through� the� auctioning� hall.�
However,� not� all� traders� are�happy� with� this� development.�They� claim� they� have� less�
oversight�of�the�flowers�auctioned�since�the�pictures�are�not�trustworthy�enough,�much�
more� time�has� to�be�spent�on� inspecting� flowers�before� the�auction,�and� it�has�become�
more�difficult�to�do�an�impulsive�trade�(Groot�Handelsblad,�2007a,�Groot�Handelsblad,�
2008i,�Groot�Handelsblad,�2008b).�In�spite�of�this�opposition,�it�is�the�auction�that�decides�
how�products�will�be�sold,�and�they�seem�to�be�right�in�their�decision�to�develop�trade�
by�picture�since�the�share�of�electronic�sales�as�total�sales�is�growing.�In�electronic�sales�
purchasers�can�login�to�the�auction�system�from�wherever�they�are�and�buy�by�picture�
and� product� information.� There� are� many� more� issues� at� the� auction� in� which�
wholesalers�try�to�have�a�say,�such�as�the�degree�of�quality�checks�for�flowers,�tariffs�for�
the�use�of�storage�capacity�and�flower�carts�at�the�auction.�Sometimes�their�lobby�work�
leads�to�success,�but�in�the�end�the�auction�has�the�power�to�decide�what�will�happen.�
� A�final�example�of�the�power�of�growers�at�the�cooperative�auctions�is�the�case�
of� Tele� Flower� Auction� set� up� in� 1995� by� the� East� African� Flower� Company� (EAF),� a�
Dutch�import�organization.�Up�until�1994,�this�organization�was�able�to�sell�the�flowers�
they� imported� at� the� Dutch� cooperative� auctions.� However,� Dutch� growers� felt� that�
imports,�especially�roses�from�Africa,�lowered�prices�at�the�cooperative�auctions.�In�1994�
the�Dutch�Rose�Growers�of�the�Aalsmeer�Flower�Auction�and�Flower�Auction�Holland�
decided� to� restrict� imports� during� the� summer� season� and� to� introduce� import�
restrictions�for�the�rest�of�the�year�(Van�Heck�et�al.,�1997,�Cunden�and�Van�Heck,�2004).�
This�was�a�real�problem�for�foreign�rose�growers�and�the�East�African�Flower�Company�
who� wanted� to� sell� their� products� in� the� Netherlands.� In� response� the� East� African�

�
38 The bloom stage for which a standard classification exists – describes how close a flower, or its buds, is to 
the stage of flowering and subsequent fading.  
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Flower�Company�set�up�its�own�auction�near�the�Aalsmeer�auction�house�especially�for�
flowers�from�Africa.�This�clearly�shows�the�strength�of�growers�to�steer�floral�assortment�
at� the�Dutch�cooperative�auctions.�Naturally,� it�also�shows�the� limits� to�their�power�as�
traders�can�circumvent�their�actions.��
�
Governance�of�producer�driven�chains:�a�mix�of�market�and�relational�modes�
In�spite�of�the�power�in�the�hands�of�growers,�the�chain�is�not�hierarchically�governed;�
transactions�take�place�in�an�open�market.�Classification�systems�of�flowers,�information�
from� growers,� and� quality� checks� at� the� auction� codify� transactions� and� ensure� a�
standardized�method�for�the�flower�trade.�However,� the�information�growers�give�and�
the� quality� checks� at� auction� do� not� always� satisfy� wholesalers:� information� on� the�
quality� of� flowers� is� often� not� trustworthy� since� many� mistakes� in� quality� codes� are�
reported� (Groot� Handelsblad,� 2007i,� Groot� Handelsblad,� 2008a,� Groot� Handelsblad,�
2008g,� Groot� Handelsblad,� 2009c).� For� more� accurate� floral� quality� measures� and� to�
know�“which�growers�you�should�be�more�attentive�to,”�recently�wholesalers�have�set�up�a�
website� where� they� report� reliability� of� information� given� about� the� floral� lots� they�
purchase� (Groot� Handelsblad,� 2008j) 39 .� Reputation� and� personal� relations� are� also�
important� in� this� chain,� as� they� give� more� certainty� on� qualities� to� be� expected� from�
specific�growers.�
�

“In�the�end,�what�is�important�is�the�reputation�of�your�company.�The�buyers�
know�your�products�and�quality.�When�these�are�good,�you�get�a� fair�price.�
Roses�aren’t�physically�brought�in�front�of�the�clock�anymore.�Buyers�only�see�
the�name�of� the� company,� the� type�of� rose� and� the�quality”� (PF� 18,� Dutch�
grower)�

�
“Quality� has� several� dimensions.� Flowers� should� be� free� from� plagues� and�
diseases�and�they�should�be�undamaged.�These�elements�can�be�judged�upon�
visual�inspection.�Other�quality�aspects,�however,�are�more�difficult�to�judge.�
For� instance,� it� is� hard� to� see� whether� flowers� have� been� correctly� handled�
once�cut.�Yet�this�is�an�important�determinant�of�vase�life�and�whether�or�not�
the�bud�will�open.� It� is� the�reason�why�reputation� is�so� important�and�why�
growers� who� have� consistently� delivered� high�quality� produce� fetch� higher�
prices� than� little�known� or� irregular� suppliers.� Exporters� [foreign� growers�
that�want�to�sell�at�the�Dutch�auctions]�thus�have�an�interest�in�building�up�
a�good�reputation.”�(Van�Liemt,�2000,�par.�2.3)�

�

�
39 This is, next to the example of the Tele Flower Auction, an instance of how traders try to organize some 
counterforce in the producer-driven chain.  
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At�the�auction�a�good�reputation�can�be�gained�when�a�grower�offers�a�continuous�flow�
of� flowers� of� the� same� quality.� This� can� also� help� later� on� for� entering� direct� sales�
contracts� with� wholesale� traders.� It� can� take� from� one� week� up� to� a� month� of� stable�
supply�before�a�new�supplier�at� the�auction�gets�a�good�place�at� the�clock�and�people�
willing�to�buy�from�him�(PF�53).�Although�this�might�not�seem�like�much�time,�it�is�quite�
an�investment�considering�the�transportation�and�production�costs�that�can�be�lost�in�one�
month.��

In� this� chain� personal� relations� play� a� role� when� growers� like� to� sell� new�
varieties�exclusively�on�a�specific�market.�This�is�especially�important�for�new�varieties�
entering� the� Market� World� or� the� still� more� exclusive� Interpersonal� World.� Good�
relations�are�a�guarantee�that�a�trader�will�keep�the�market�exclusive�and�will�not�sell�to�
every�kind�of�retailer.��
�
Buying�at�stock,�but�increasingly�at�order�
In�the�producer�driven�chain,�wholesalers�traditionally�buy�flowers�at�stock�and�then�sell�
them� to� their� customers.� Scheduled� service� wholesalers,� who� drive� lorries� with� full�
assortments�of�flowers�and�pass�different�flower�shops�in�a�scheduled�service�route,�buy�
their� flowers�at� stock�and�sell� them�at� these�different� shops�along� the� route.�They�also�
buy� them� at� order.� For� smaller� scheduled� service� wholesalers� particularly,� buying� at�
auction�is�important.� It�enables�them�to�share�the�purchase�of�a� lot�with�another�buyer�
present�at�the�same�buying�tribune�at�the�auction�when�the�lot�is�too�big�for�one�of�them�
(Groot�Handelsblad,�2009a).��

The� producer�driven� chain� has� shifted� slightly� in� the� direction� of� wholesale�
driven� chains,� as� modern� communication� techniques� have� enabled� wholesalers� to�
contact�their�buyers�during�the�auction�to�give�them�information�on�interesting�purchase�
opportunities.��
�

“Also�our�salesmen�are�at�the�auction�daily�and�can�make�phone�calls�to�our�
customers�on�lots�and�see�what�needs�to�be�purchased.”�(PF�50,�wholesaler)�

�
This� way� wholesaler� risks� in� the� chain� diminish� while� producer� risks� increase.� The�
chance� that� a�product� remains� unsold� at� the� producer� instead� of� the� wholesale� trader�
increases.�Once�direct�contact�with�buyers�has�become�possible,�wholesalers�can�operate�
more� as� turn�key� suppliers� for� buyers,� only� buying� what� they� are� really� able� to� sell.�
Relations� with� their� buyers� also� change.� Buyers� know� prices� better,� making� good�
personal� relationships� even� more� important:� only� when� wholesalers� have� a� good�
relationship�with�them,�buyers�will�be�willing�to�purchase�when�prices�are�high�as�well�
as�when�they�are�low.��
�
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“With�the�internet�you�can�compare�prices�easier�and�make�better�and�quicker�
decisions.�You�get�lower�prices.�[…]�Also�customers�know�prices�better�now�
so�there�is�more�price�pressure.�Therefore�you�need�to�have�a�good�relationship�
with�your�customers�so�they�are�willing�to�pay�both�at�low�and�at�high�prices�
since�auction�prices�fluctuate.”�(PF�49,�a�Dutch�wholesaler)�

6.4.2�Territorialzed�assets�of�the�Netherlands�in�the�producer�driven�chain�

�
Economies�of�scale�in�distribution�
In� the� producer�driven� chain,� the� Netherlands� has� naturally� become� the� centre� of�
international�trade�and�distribution.�The�large�home�production�of�flowers�that�is�almost�
exclusively�traded�through�the�auction�has�created�a�huge�advantage�and�economies�of�
scale�for�the�redistribution�of�flowers.�Large�amounts�of�flowers�from�monoculture�farms�
come�together�at�the�auction�where�wholesalers�buy�smaller�amounts�of�many�different�
flowers.�Even�simple�daffodils�grown�in�the�UK�go�first�to�the�Netherlands�before�they�
find�their�way�to�retailers�and�consumers� in�the�UK,�as�this� is�still� the�cheapest,� fastest�
way�for�UK�wholesale�distribution�(Van�Rijswijck�et�al.,�2008).�This�makes�it�efficient�to�
buy�at�Dutch�auctions.��
�

�Many�wholesalers�interested�in�purchasing�our�flowers�tell�us�to�go�through�
a�Dutch�trader.�Many�European�wholesalers�do�not�like�receiving�shipments�
from�all�over�the�world.�This�causes�more�work�for�them.�They�want�to�receive�
their�flowers�in�one�shipment;�they�are�happy�with�the�existing�trading�lines�
between�the�Netherlands�and�the�rest�of�the�world.��(Van�Liemt,�2000,�par.�
3.1)�

�
In� the� producer�driven� chain� economies� of� scale� are� an� important� reason� for�

concentration� of� trade� and� distribution� in� the� Netherlands.� The� auction� organizes�
transportation� of� flowers� from� different� Dutch� growers� in� the� country.� That� is� much�
more� efficient� than� if� individual� wholesalers� would� have� to� pick� up� flowers� at� many�
different�growers.�The�economies�of�scale�gained�by�collecting�and�redistributing�flowers�
in� one� place� is� such� an� important� advantage,� from� a� wholesalers’� perspective� as� well,�
that�it�might�explain�the�failure�of�Dubai�as�a�floral�trade�and�distribution�hub.��
�

“It� is� still� cheaper� for�Moscow� to�have�a� flight� from�Nairobi� to�Amsterdam�
than�a� flight� from�Dubai�with�highway�transit� from�there�to�Moscow.�They�
already�have�their�cars�here�to�pick�up�flowers�from�the�auction�house,�making�
it�cheaper�for�them�to�go�to�Schiphol,�than�from�Dubai�to�pick�up�their�flowers�
from�Nairobi.”�(PF�51)��
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The�fact�that�so�many�wholesalers�are�located�near�the�auction�enables�exporters�to�find�a�
complete� assortment� at� one� place.� Although� in� general� exporting� traders� do� not�
specialize�in�specific�types�of�flowers�(it�is�the�broadness�of�their�assortment�that�makes�
them�and�the�Netherlands�competitive)�it�is�impossible�for�an�exporter�to�be�first�rate�in�
every�kind�of�flower.�Therefore,�some�buyers�go�to�different�wholesalers�to�purchase�the�
top�class�assortment�they�want.�The�greater�the�co�location�of�wholesalers�and�exporters,�
the� easier� it� is� for� wholesalers� to� outsource� transportation� with� specialized� logistics�
service�providers.� In� the� last� five� to� ten�years�many�wholesalers�have�sold� their� trucks�
and�have�started�working�with�transportation�service�providers�to�reduce�fixed�costs.��

Better�knowledge�on�products�and�prices�

It� is� also� attractive� to� buy� at� Dutch� auctions� because� the� world� price� of� flowers� is� set�
there.�Having�a�feeling�for�these�prices�is�something�you�can�pick�up�when�being�present�
in�the�auction�room.�
�

“Buyers�are�here�to�hear�the�buzz�because�when�the�room�is�quiet,�prices�are�
high,� everyone� is� paying� attention,� they� are� ordering.� When� the� market� is�
slow�and�prices�are� low,�they�don’t�want�to�pay�too�much�and�start� to�read�
the�newspaper.�Their�orders�are�filled,�they�take�some�of�this,�they�take�some�
of�that.”�(PF�66,�VBA�representative)�

�
� A� location� within� the� cluster� of� growers� and� traders� enables� traders� to� get� a�
better�knowledge�of�prices�and�make�them�attractive�to�their�customers.�
�

“Tonight� I� will� make� a� phone� call� to� my� customers� to� discuss� the� volumes�
and� the� moment� to� buy.� That� is� always� a� bit� of� a� gamble.� Last� weekend� I�
talked� to� some� growers� on� the� prices� they� expected� for� supply.� I� kept� my�
fingers� crossed� they� didn’t� tell� me� ridiculous� prices.”� (A� wholesaler�
preparing� on� buying� at� the� auction� for� Valentine’s� Day,� Groot�
Handelsblad,�2007c,�p.25)�

�
Being�able�to�talk�to�other�players�in�the�cluster,�such�as�growers,�is�of�great�value�since�it�
enables� a� trader� to� buy� flowers� for� an� important�day� like�Valentine’s�Day� at� the� right�
time�–�not�too�early�since�flowers�then�will�be�less�fresh�than�a�competitors’,�and�not�too�
late� when� prices� are� skyrocketing� and� profit� margins� for� customers� (retailers)� become�
too�low.�Also,�knowledge�of�products�seems�to�be�something�that�is�easier�to�get�when�
present�at�the�auction.�
�
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“Purchase� from� distance� has� been� introduced.� It� depends� on� the� segment�
whether� or� not� we� use� it.� But� we� distinguish� ourselves� by� being� at� the�
auction.�In�this�way,�we�really�know�the�flowers�and�plants�we�sell.”�(PF�50,�
wholesaler)�

�
In�short,�economies�of�scale�and�localization�bind�trade�in�the�producer�driven�chain�to�
the�Netherlands.�Localization�economies�are�not�only�at�play�in�the�wholesale�part�of�this�
chain,�but�also�in�the�production�part,�which�is�tightly�connected�to�wholesale.�Relations�
between�wholesale�and� retail� are�modular� to� relational,� long�term�relationships�are�no�
exception.�The�relationship�between�producers�and�wholesalers�is�market–based,�to�the�
extent� that� trade� takes� place� at� the� auction.� As� we� have� seen,� this� auction� trade� is�
definitely�no�spot�market.�Reputations�and�direct�relations�with�growers�are� important�
for�correctly�interpreting�information�given�at�the�auction.�This�is�summarized�in�Figure�
6.4.� It� illucidates� the� link�between�production�and�wholesale�and�wholesale�and� retail,�
showing�rather�strong�embedding�in�the�Netherlands.��
�
�
Figure�6.4:�Territorialization�in�the�producer�driven�chain�of�cut�flowers�
�

�
�

6.4.3�Dutch�position�in�the�producer�driven�chain�threatened�

�
In�spite�of�all� the�advantages�of�the�Netherlands�as�a�trade�centre,� the�producer�driven�
chain� is� threatened�by�growing�production�abroad.�Foreign�growers�have�set�up�direct�
sales� relations�with� retail� and�often�prefer� to� circumvent� the� selling�of� their� flowers�at�
Dutch�auctions.�This�threatens�the�position�of�the�auction�since�auctioneers�need�foreign�
flowers� to� be� able� to� offer� year�round� stable� supplies� of� a� full� assortment� of� flowers.�
Therefore,�the�auctions�are�active�in�attracting�foreign�growers,�as�the�manager�of�Flora�
Holland�in�Aalsmeer�explains.��

�
“It�is�crucial�for�us�to�bind�international�supply.�[…]The�share�of�imports�in�
flowers�auctioned�is�growing�and�approaching�thirty�percent.�The�binding�of�
international� growers� is� different.� It� increases,� but� relatively� slowly.� Some�
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foreign�growers�don’t�like�becoming�members;�they�prefer�to�keep�their�hands�
free�to�sell�through�different�channels.�As�an�auction�we�put�a�large�effort�in�
the� development� of� facilities� for� foreign� growers,� like� logistics� facilities� at�
Schiphol,� the� development� of� sea� transportation� for� flowers� and� the�
construction�of�a�climate�cooled�chain�to�preserve�flowers.�We�also�help�them�
with�sales�and�commercial�contacts�to�get� to�know�the�trade�companies�here,�
and�give�them�market�information.”�

�
The�relationships�desired�by�the�auctioneers�not�only�serve�themselves.�For�Colombian�
growers� services� added� by� Dutch� auctions� are� also� very� attractive.� When� Colombian�
growers� trade�with�the�US,� they�have�to�send�boxes�with�flowers� to�clients�at�different�
places.�That�can�be�very�expensive.�The�auction�allows�them�to�send�it�all�to�one�place�to�
get� the� best� market� price.� This� facilitates� more� certain� payments� for� their� goods;� the�
auction� requires� wholesalers� to� pay� same� day.� This� is� different� for� Colombian� and�
Ecuadorian� growers� operating� in� the� US.� These� growers� send� their� flowers� in�
consignment�to�the�market�in�Miami�where�deals�are�made�mostly�by�telephone�and�e�
mail� in� a� closed� process� of� bidding� with� little� transparency.� It� is� often� not� clear� to�
growers�why�flowers�did�not�fetch�the�expected�price�on�the�US�market:�is�it�a�delay�in�
transportation� or� have� the� flowers� been� handled� imprudently?� (Ziegler,� 2007)� At� the�
Dutch�auctions�quality�checks�will�be�reported�to�the�producer�so�that�he�or�she�is�able�to�
monitor� the� quality� of� their� flowers� and� make� sure� they� arrive� in� the� best� condition�
possible.�For�Colombian�growers�it’s�a�rather�large�step�to�start�transporting�flowers�to�
Dutch�auctions.�Therefore,�Dutch�auctions�give�advice�to�these�foreign�growers�on�issues�
like�how�to�present� their� flowers�at� the�auction�and�quality� standards.� In� this�way� the�
auctions�not�only�maintain�and�strengthen�the�producer�driven�chain,�but�also�the�role�of�
the�Netherlands�as�the�centre�in�the�international�trade�and�distribution�of�flowers.�

Another� way� for� growers� to� safeguard� their� position� is� to� become� active� in�
wholesaling.�The�European�leader�in�this�strategy�is�the�Italian�Ciccolella�Group�that�was�
originally� a� producer� and� distributor� of� roses,� anthuriums,� and� greenery� in� southern�
Italy.� With� the� acquisition� of� the� Dutch� Zurel� Group� in� 1996,� Ciccolella�has� started� to�
develop� into� an� integrated� group� of� producers� and� wholesalers� of� flowers� and� plants�
with� better� access� to� the� world� market� and�more� secure� sales.� In� 2007� the� group� took�
over� two� other� large� Dutch� wholesale� groups:� the� Leliveld� Group� and� Flower� Plant�
Partners.�These�acquisitions�make�Ciccolella�an�important�player�in�the�supply�to�large�
retailers�and�cash�&�carry�companies40.�The�group�has�the�aim�of�integrating�parts�of�the�
chain�that�are�still�rather�fragmented:�growing,�trade,�and�logistics�(Groot�Handelsblad,�
2008d,�www.ciccolella.eu,�accessed�21�04�2009).�

�
40 These are wholesale shops where smaller florists do the purchases for their retail outlets. 
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6.5�The�consumer�driven�chain�of�cut�flowers:�retailers�dictate�and�limit�embedding�of�
trade�

6.5.1�Characteristics�of�the�consumer�driven�chain�

�
Of� course� the� most� important� characteristic� of� the� ideal� type� of� the� consumer�driven�
chain�is�that�power�lies�in�retailers.�In�the�case�of�flowers�these�are�mainly�large�retailers�
who,� as� lead� firms,� generate� demand� for� a� uniform� product.� In� northwestern� Europe�
around�thirty�percent�of�all�flowers�are�traded�through�supermarkets.�The�growth�of�this�
retail� channel�not� only� comes� from�decline� in� other� channels,� but� is� also� based�on� the�
growth� in� consumption� of� flowers� (Van� Rijswick,� 2006).� Particularly� in� the� United�
Kingdom,�retail�has�taken�up�a�role�in�the�consumer�driven�chain�(Hughes,�2000).�In�the�
UK� the� market� share� of� supermarkets� was� approaching� 40� percent� in� 2000,� but� in�
Switzerland� this�was�already�even�60� to�70�percent� in�1996� (Van�Liemt,�2000).� In�other�
countries� supermarkets� and� convenience� stores� at� petrol� stations� increasingly� sell�
flowers.� These� large� buyers� have� extensive� guidelines� describing� when� they� want� to�
have�each�kind�of�flower,�the�bud�size,�color,�stem�length,�and�ripeness�they�expect,�and�
how�many�they�need.�To�be�able�to�offer�these�flowers�in�all�of�their�shops�at�the�same�
time�they�can�either�make�contracts�with�large�growers,�or�they�can�contract�the�supply�
of�these�flowers�out�to�wholesale�traders.�Although�both�are�in�a�dependent�relationship�
for�the�demand�of�retailers,�producers�are�in�the�weakest�position.��
�
Captive�relations�between�demand�and�producers�
To� import� flowers� from� large� foreign� farms,� retailers� mainly� use� import�wholesalers�
since� this� gives� them� the� opportunity� to� pass� on� risks� related� to� flower� growing� and�
buying�on�to�other�players�(Barrett�et�al.,�1999).�These�are�risks�like�a�chance�that�flowers�
of� a� particular� farm� do� not� meet� pre�determined� specifications� such� as� quality,�
traceability,� and� use� of� pesticides.� Another� risk� is� that� flowers� lose� quality� during�
transportation.� That� being� said,� Hughes� (2000)� has� identified� four� reasons� retailers�
bypass� wholesale� trade� and� fully� integrate� their� supply� of� flowers� by� buying� directly�
from�growers:�(1)�reduction�of�time�to�market;�(2)�cutting�costs�of�commercial�agents�in�
the� distribution� system;� (3)� getting� a� better� grip� on� the� flowers� produced� in� order� to�
become�less�dependent�on� ‘varieties�that�just�happen�to�hit�the�market’,�and�(4)�an�increase�
of�traceability�that�has�become�important�as�part�of�the�1990�Food�Safety�Act�in�the�UK.�
In�such�a�consumer�driven�chain�production�is�captive�to�retailers;�the�former�is�part�of�a�
fully� integrated� supply� chain� of� large� retailers� (Hughes,� 2000).� Also� in� the� chain� with�
wholesalers�and�importers,�flower�producers�are�captive�to�demand�since�there�are�just�a�
few� buyers� and� many� sellers.� This� creates� a� monopsony�like� situation� in� which� the�
monopsonist�can�dictate�terms�to�its�sellers.�For�the�floral�trade,�dictation�includes�rather�
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strict�specifications�of�retailers�that�are�directly�passed�on�to�the�producers�by�a�few�large�
wholesale�trade�organizations.�Barret�et�al.�(1999)�report�that�there�are�no�contracts�in�the�
relationship� between� growers� and� exporters� on� one� hand,� and� importers� on� the� other�
hand.�Relations�are�largely�steered�by�trust�and�the�risk�that�a�wholesaler�importer�will�
switch�to�another�producer�when�that�producer�fails�to�fulfill�obligations�agreed�upon�by�
a�handshake,�just�like�in�the�case�of�a�the�monopsic�market.��
�
Modular�governance�of�transaction,�market�relations�between�wholesale�and�retail�
The� relation�of�wholesaler�importers� to� supermarkets� is�different� to� that�of�growers� to�
retailers�or�growers�to�wholesalers�importers.�The�dominance�of�supermarkets�is�slightly�
smaller� in� this� part� of� the� chain.� This� is� because� supermarkets� are� dependent� on� the�
knowledge�and�capabilities�of�wholesale� traders� to�obtain� flowers� to� the� specifications�
they�desire.�In�a�sense�the�mode�of�governance�of�transactions�between�wholesalers�and�
retailers� comes� close� to� the� ideal� type� of� modular� governance:� wholesalers� work� with�
different�retailers�at�the�same�time�and�their�knowledge�of�products�and�growers�enables�
them� to� fulfill� the� requirements� of� the� retailers.� Because� of� the� importance� of� the�
capabilities� of�wholesalers� to� fulfill� retailers’� specifications,� the� transaction�governance�
with�retailers�does�not�become�captive.�

In�spite�of�often�strict�specifications�(stem�length,�bud�size,�or�vase�life)�imposed�
by� supermarkets� and� other� retailers� that� in� a� way� codify� transactions,� sales� do� not�
become�spot�market�transactions.�This�is�because�retailers�often�like�to�plan�their�flower�
demand�in�advance�to�ensure�they�will�get�enough�flowers�of�a�specific�kind,�at�a�specific�
time� of� the� year.� For� this� they� work� with� ‘programs’.� These� programs� are� not� set�
contracts,�but�a�kind�of�planning�for�six�months�or�a�year�in�advance,�that�will�be�filled�in�
with�more�detail�on�a�monthly,�weekly,�and�daily�basis�(Barrett�et�al.,�1999).�This�has�also�
been� reported� in� my� own� fieldwork.� It� suggests� that� there� is� not� a� spot�market�
relationship�between�wholesalers�and�retailers,�but�stronger�relations�of� joint�planning.�
However,�most�of�this�planning�clearly�comes�from�the�retailers.�This�can�sometimes�be�
quite� frustrating� for� wholesale� traders� and� growers� who� feel� retailers� do� not� really�
understand�what� it�means� to�work�with� living�products� like� flowers�with�blooms� that�
can�be�slightly�larger�or�smaller,�depending�on�the�weather.��
�

“Supermarkets� are� not� growers;� they� do� not� understand� the� product� very�
well.� Sometimes,� when� the� season� is� bad,� it� can� be� hard� to� get� buds� of� 7�
centimetres,�they�will�only�get�6.5.�But�supermarkets�still�want�7,�they�have�
almost�unrealistic�expectations.”�(PF�64,�representative�of�wholesaler�and�
bouquet�maker�for�supermarkets)�

�
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Nevertheless,�for�retailers�it�is�important�to�adhere�to�their�specifications�since�these�are�
driven�by�customer� research�on�which� they� spent�quite�a� lot�of� time,�as�a�horticulture�
merchandiser/up�market�high�street� retailer� in� the�UK�explains� (Hughes,�2000,�p.�285).�
Delivering�large�quantities�of�flowers�that�have�to�fulfill�precise�specifications,�is�a�quite�
specialized�job�not�every�wholesale�trader�is�able�or�willing�to�take.��

Still,� the�governance�of� transactions�between� retailers�and� their� suppliers�also�
has�some�market�characteristics,�as�a�Dutch�wholesaler�exporter�explains.�
�

“Large�retailers�such�as�Marks�&�Spencer�have�a�different�relationship�with�
supply:�they�often�switch�their�trades�people�to�avoid�bribery�so�relationships�
can� be� unstable.� They� only� look� at� price.� They� have� jumbo� jets� full� of�
bouquets�from�Africa.”�(PF�49)�

�
Barrett� et� al.� (1999)� also� report� that� retailers� use� more� than� one� supplier� “to� ensure�
flexibility� with� respect� to� sources,� quality� and� timing� of� deliveries,� and� competitive� prices”�
(idem,�p.�170).�So,�although�the�governance�mode�of�transactions�between�retailers�and�
suppliers�is�modular�in�this�chain,�it�also�has�some�characteristics�of�a�market�mode.�This�
is� especially� true� because� of� the� codified� product� specifications� retailers� use� and� the�
impersonal,�spot�market�like�relationship�some�retailers�try�to�keep�with�wholesalers.�

6.5.2�The�embeddedness�of�trade�in�the�consumer�driven�chain�in�the�Netherlands�

�
In�the�consumer�driven�chain�trade�seems�less�tightly�bounded�to�Netherlands�as�in�the�
producer�driven�chain.�The�most�important�reason�for�this�is�that�here�the�role�of�Dutch�
auctions� is� less� important� since� more� direct� trade� takes� place� and� relations� between�
supply� and� demand� for� wholesale� are� less� strong.� Wholesale� traders� are� much� more�
interchangeable�for�retailers�in�this�chain.�Furthermore,�Dutch�wholesalers�can�even�be�
bypassed�when,� for�example,�German�retailers�purchase� their� flowers� from�growers� in�
Africa.� Particularly� when� there� is� demand� for� industrial� types� of� flowers,� wholesale�
knowledge�is�not�nearly�as�important�and�wholesalers�can�be�bypassed�relatively�easily.�
This�is�all�shown�in�Figure�6.6.��

The� rise� of� the� consumer�driven� chain� undermines� the� natural� role� of� the�
Netherlands�as�the�center�of�flower�trade�and�distribution,�although�wholesalers�might�
use�territorialized�scale�economies�of�the�Dutch�auctions�to�fulfill�orders.��
�
�
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Figure�6.6:�Territorialization�in�the�consumer�driven�chain�of�cut�flowers�
�

�
�
�
Embedding�of�trade�in�the�consumer�driven�chain�through�the�auction�as�a�facilitator�of�
flexibility�
Although�much�direct�buying� from�growers� takes�place� in� this�chain,� the�auctions�still�
play�a�role,�as�they�enable�flexibility�in�reacting�to�weekly�or�daily�orders.�This�explains�
why�even�in�this�more�direct�chain,�the�Netherlands�still�has�a�key�function.�Only�with�
auction�sales�and�purchases� it� is�possible� to� flexibly�fulfill�orders.�Wholesalers�can�buy�
more� flowers�at� the�auction�on�demand�when�a� retailer�orders�more� flowers� than�was�
agreed�upon�in�an�earlier�created�program.�These�programs�set� the�basis�on�which�the�
wholesaler�has�set�direct�contracts�with�producers.�A�wholesaler�can�also�sell�portions�of�
the� flowers� ordered� through� direct� sales� contracts� with� producers� when� a� retailer�
reduces� short�term� demand.� For� the� case� of� retailers� who� plan� their� sales� promotions�
only� several�weeks� in�advance,� the�auction� is� the�most� efficient�way� to�purchase� large�
amounts�of�flowers�of�a�uniform�quality.��
�

“Our� retail� customers� need� the� auction� to� be� flexible� together� with� their�
suppliers…�so�for�shortages�and�remainders.�For�example,�we’re�a�big�player�
in�the�UK,�where�Tesco�might�ask�us�to�deliver�100�million�chrysanthemum�
stems� per� year.� We� will� then� come� together� with� our� producers� and� make�
appointments.�But�Tesco�doesn’t� exactly� know� in� advance�which�week� they�
will�need�how�many�chrysanthemums.�So�you�will�always�have�shortages�or�
remainders.� These� growers� and� we� need� to� be� able� to� buy� extra�
chrysanthemums�at�the�auction,�or�sell�them�there�when�we�have�too�many.”�
(PF�51,�a�large�Dutch�group�of�import�and�export�firms�in�floriculture)�

�
These�flowers�may�come�from�different�producers,�but�there�is�enough�sales�information�
available�at�the�auction�to�make�sure�the�quality�of�the�flowers�is�uniform.�In�this�way,�
the�auction�diminishes�risks�and�acts�as�a�buffer�against�fluctuations�in�demand�for�the�
wholesaler�importers�in�this�chain.�
�
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Embeddedness�of�trade�through�demand�for�quality�in�the�consumer�driven�chain�
As�the�demand�of�supermarkets�has�become�more�sophisticated�with�more�emphasis�on�
quality�instead�of�merely�price�(Van�Liemt,�2000),�the�role�of�territorialized�assets�in�the�
Netherlands�might� increase.�Quality�can�be�assured�by�direct�relations�with�producers,�
but� the�knowledge�of�wholesalers�can�also�be�used�for� this.� In� the�business�of�bouquet�
making�it�also�appears�more�difficult�to�bypass�the�Netherlands.�Bouquets�need�a�wider�
assortment� of� flowers� and� tastes� differ� for� different� markets.� As� a� Dutch� supplier� of�
bouquets�explains:�
�

“The� bouquets� business� is� difficult� because� of� different� tastes� people� in�
different� countries� have.� In� the� Netherlands,� however,� you� can� find� every�
flower,�making�it�easier�to�make�bouquets�here.”�(PF�73)�

�
However,� when� specialized� knowledge� of� new� varieties� and� flower� trends� of�
wholesalers�get�used�to�create�and�fulfill�orders�retailers�are�otherwise�unable�to�fulfill,�
the� chain� structure� shifts� in� the� direction� of� wholesale�driven� chains.� � This� will� be�
discussed�in�the�next�section.�That�chain�has�a�clear�link�to�the�Netherlands.��

In�short,�although�the�East�African�cut�flower�industry�is�still�tied�to�the�Dutch�
flower�cluster�and�flowers�are�often�traded�through�Dutch�wholesale�centers�(Wijnands,�
2003),� the� retail�driven� chain� explained� in� this� section� does� not� necessarily� have� very�
strong� ties� to� the�Netherlands.�This� is� especially� true� for� retailers�who�plan� their� sales�
several� months� or� a� year� in� advance� and� directly� source� their� demand� from� foreign�
producers� or� importers.� However,� as� previously� described,� for� additional� short�term�
supply�or� remains� of� large�orders� that�were�directly� sourced,�Dutch� auctions� are�very�
important.� In� that� sense� the� consumer�driven� chain� undermining� the� role� of� the�
Netherlands� as� central� marketplace� for� cut� flowers,� is� still� very� dependent� on� Dutch�
auctions.��

�
�

6.6�The�wholesale�driven�chain�of�cut�flowers:�the�Dutch�cut�flower�cluster�at�the�
centre�of�flower�fashion�and�specialized�supply�

6.6.1�Wholesalers�in�the�lead�with�the�introduction�of�flower�fashions�in�the�Market�
World�

�
The� ideal� type� of� the� wholesale�driven� chain� is� dominated� by� wholesalers� who� have�
knowledge�of�production�and�retail�markets�and�are�able� to� link� the� two.� It� is�also� the�
chain� where� the� wholesaler� plays� a� role� as� developer� and� introducer� of� new� flower�
trends.��
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Wholesalers�can�take�a�mass�produced,�industrial�product�and�transform�it�into�
a�product�from�the�Market�World�through�styling�and�fashioning.�Of�course�retailers�can�
also�play�this�role,�but�in�the�flower�chain�this�fashioning�of�the�product�is�clearly�related�
to� the� wholesale� and� production� cluster.� Wholesaling,� flower� packaging,� pottery,� and�
décor�firms�together�create�fashions�in�the�flower�chain�that�are�picked�up�or�introduced�
to�retailers.��
�

“To� generate� attention� for� a� product,� we� organize� designer� shows� and�
workshops.�We�show�the� floral� trend�and� in�a� sense,� the� fashion� in� flowers.�
We� are� the� ones� that� market� flowers.� The� Netherlands� has� a� lot� of� creative�
flower� arrangers.� Workshops,� trade� fairs,� trade� journals,� and� advertising�
material…�for�example�such�a�leaflet�from�the�Flower�Council…�we�send�it�to�
our�customers.”�(P50,�wholesaler)��

�
A� large� wholesaler� like� Zurel� delivers� full� service� information� to� retailers� like� market�
information,� workshops,� ready�to�use� retail� concepts,� packaging,� pottery,� and� flower�
care�products.�Wholesalers�have�partners�in�the�chain�such�as�packaging�and�decoration�
firms,� and�bouquet�makers� for� this.�Collective� institutions� in� the� trade�and�production�
cluster� like� the� Bloemenbureau� Holland� (Holland� Flower� Council),� are� also� active� in�
dissemination�of�flower�fashions�and�trends�(see�Box�6.1:�The�flower�council�of�Holland).�
Flowers� are� generally� traded� without� the� grower’s� name,� but� the� addition� of� ‘flowers�
from� Holland’� is� used� as� a� way� to� frame� flowers� as� a� specialty� or� of� superior� quality�
(Ziegler,�2007).�The�circulating�knowledge�of�and�access�to,�new�flower�varieties�as�well�
as�brand�reputation�make�the�Netherlands�an�important�centre�of�flower�fashion.�Even�
very� common� flowers� like� Gerberas� and� Alstroemeria� can� become� rather� fashionable�
design�objects�by�arranging�them�in�a�new�way�(see�Figure�6.8).��

The�way�a�trader�has�to�work�in�this�chain�is�different�from�the�traditional�day�
trade� where� marketing� is� not� as� important.� The� new� role� of� the� trader� is� the� logical�
outcome� of� the� increasing� importance� of� retail,� as� a� sales�trainee� at� Zurel� Flowers�
explains:�
�

“The� retail� channel� is� becoming� increasingly� important.� Another� strategy�
then� becomes� suitable;� more� planning� of� orders� and� less� competition� on�
price.”�(Groot�Handelsblad,�2007b,�p.16)�

�
This� refers� to� a� strategy� where� wholesale� traders� use� market� information� for� product�
development.�In�such�a�chain�retailers�do�not�dictate,�but�depend�on�the�knowledge�and�
ideas�of�the�wholesaler.�It�is�here�where�wholesalers�can�buy�at�stock�and�give�retailers�
advice�on�which�flowers�to�buy.��
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Figure�6.8:�Ordinary�Gerbera’s�(left)�and�Alstroemeria�(right)�turned�into�fashionable�flowers�by�
arranging�them�in�test�tubes�at�the�Flora�Holland�Trade�Fair�and�Hortifair�

�

�

6.6.2�The�Tele�Flower�Auction:�a�wholesalers’�auction�challenging�the�cooperative�
auctions�of�growers�

�
One� of� the� players� in� this� chain� is� the� Tele� Flower� Auction� in� Aalsmeer� that� has� been�
mentioned� before.� Since� the� auction� is� operated� by� an� independent� third� party� that�
connects� buyers� to� growers,� it� is� part� of� the� buyer�driven� chain.� In� contrast� to� the�
cooperative� auctions� of� the� producer�driven� chain,� this� auction� is� in� the� hands� of� a�
wholesale�organization:�it�is�operated�by�an�importer�of�flowers.�It�started�in�1995.�The�
auction�has�proven�to�be�able�to�operate�extremely�efficiently.�Flowers�are�no�longer�sold�
in�an�auction�room�with�buyers�present,�but�at�distance�through�a�virtual�clock�on�their�
computer� screen.� This� makes� the� logistics� of� flows� at� the� Tele� Flower� Auction� much�
easier� than�at�Flora�Holland�or� the�Aalsmeer�Auction.�After�several�months�of�success,�
the� East� African� Flower� Company� that� had� started� this� auction� decided� growers� from�
other� countries� could� sell� their� flowers� through� the� Tele� Flower� Auction� as� well� (Van�
Heck�et�al.,�1997).�The�success�of�the�auction�is�probably�due�to�its�ability�to�serve�buyer�
demands� better� than� the� cooperative� auctions� do.� The� quality� of� information� given� on�
flowers�at�the�Tele�Flower�Auction�is�said�to�be�very�good,�more�reliable�than�the�
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cooperative� auctions� (Van� Heck� et� al.,� 1997,� PF� 51)� since� they� work� with� real�time�
pictures�of�every�lot�(Groot�Handelsblad,�2007a,�Groot�Handelsblad,�2007j).�The�delivery�
time�is�very�fast,�and�the�technology�works�well�(Van�Heck�et�al.,�1997).�The�big�success�
of� this� auction� has� influenced� the� cooperative� auctions,� forcing� them� to� pay� more�
attention�to�importers�and�buyers.�Nowadays�distance�sales�(KOA,�kopen�op�afstand)�has�
also� been� introduced� at� the� cooperative� auctions.� Also,� non�EU� growers� can� become�
members� of� the� cooperative� auctions,� and� non�members� can� sell� flowers� through� the�
auction.��
� The�Tele�Flower�Auction�uses�strong�quality�controls�and�certification�through�
preferred� grower� status� to� ensure� high� quality� flowers� at� the� auction.� There� are� no�
formal� agreements� on� delivery� of� flowers� to� the� auction,� such� as� in� the� case� of� the�
cooperative�auctions�but,�as�the�analysis�of�Cunden�and�Van�Heck�shows,�quality�control�
can�become�an�instrument�of�contractual�agreement�in�the�absence�of�formal�agreements.�
The�Tele�Flower�Auction�is�making�an�effort�to�foster�stable�and�strong�relationships,�as�
they�value�“good�and�loyal�relations�with�their�growers”�(website�TFA,�www.tfa.nl,�accessed�
21�04�2009).�However,�this�market�defined�quality�control�makes�African�growers�more�
dependent.��
�

“Tightening�quality�control�requirements�rather�than�threatening�to�turn�to�a�
cheaper�grower,�allows�market�makers�to�dominate�the�African�growers.�This�
is�because�quality�control�assumes�that�the�growers’�entire�production�process�
must� be� continuously� monitored� to� maintain� high� levels� of� quality.”�
(Cunden�and�Van�Heck,�2004,�p.�582)�

�
Furthermore,� Tele� Flower� Auction� organizes� the� distribution� and� transportation� of�
flowers�from�Africa�to�the�auction�in�Aalsmeer�by�its�sister�company�Airflow,�which�also�
probably�makes�growers�that�trade�through�TFA�dependent�on�this�market�maker:�when�
they�stop�using�TFA�they�also�lose�the�transportation�of�their�flowers�to�the�market.�

6.6.3�Territorialized�knowledge�of�wholesalers�attach�the�chain�to�the�Netherlands�

�
Wholesale�trader�as�lead�firms�and�turn�key�suppliers�
The� role� the� Netherlands� plays� within� the� wholesale�driven� market� is� one� of� a� well�
informed�supplier�to�retailers�and�wholesalers�and�a�kind�of�coordinator�between�supply�
and�demand.�Sturgeon�(2003)�has�called�these�kinds�of�highly�qualified�suppliers� turn�
key� suppliers.� This� is� a� kind� of� supplier� with� a� lot� of� knowledge� on� which� lead� firms�
depend�for�product�development.�For�Silicon�Valley�and�the�global�production�network�
of�the�high�tech�industry�that�is�governed�from�there,�these�turn�key�suppliers�are�very�
important�(Sturgeon,�2003).�The�turn�key�suppliers�in�floral�trade�use�the�large�amount�
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of� floral� knowledge� present� in� the� Netherlands:� quality,� newest� breeds,� and� newest�
trends� in� floral� decoration.� In� the� flower� cluster� of� traders,� growers,� and� breeders,�
knowledge� about� products,� demands� and� trends� circulate� more� frequently� and� earlier�
than�other�places.�This� is� a�highly� territorialized�asset.� Sturgeon� (2003)�describes� these�
turn�key�suppliers�as�part�of�a�chain�led�by�the�main�computer�brands.�In�the�value�chain�
of� cut� flowers� we� could� hold� that� wholesale� traders� assume� the� same� kind� of� role� as�
turn�key� supplier.� Although� ennoblers� and� producers� come� up� with� new� varieties,�
wholesale� traders� as� turn�key� suppliers� link� them� to� the� market� and� to� a� large� extent�
create� the� market� for� those� products� with� fairs,� fashions,� and� designs.� In� this� manner�
they� are� turn�key� suppliers� that� lead� the� chain,� which� is� different� from� the� turn�key�
suppliers�Sturgeon� (2003)�describes.�A� turn�key�supplier� in� the�wholesale�driven�chain�
has� a� much� stronger� relationship� with� retailers� than� a� turn�key� supplier� in� the� retail�
driven�chain�who�is�frequently�turned�off�by�retailers.��
�
Superior�knowledge�as�the�Dutch�competitive�advantage�in�this�chain�
The�embedding�of�trade�in�the�Netherlands�is�mainly�related�to�the�superior�knowledge�
available� to� traders� when� located� within� the� cluster� of� production� and� commerce.� An�
early� type� of� knowledge� they� are� able� to� pick� up� within� the� production� cluster� is�
knowledge�on�new�product�variety�and�quality.��
�

“We�make�use�of�the�innovations�we�see�around�us.�We’re�at�the�centre�of�the�
flower� trade;� therefore� there� is� relatively� a� lot� of� information� available.”�
(website�Oudendijk�Group,�a�large�Dutch�wholesaler)�

�
Wholesale� traders�also�visit�growers� to� look�at� the�products� themselves.�Knowledge� is�
also� deliberately� shared� through� an� organization� like� the� Association� of� Wholesaler�
Traders� in� Floricultural� Products� (VGB).� They� have� their� own� magazine� but� also,� for�
example,� their� own� Young� Network� Group� made� up� of� young� managers� who� make�
visits�to�other�companies,�sharing�their�business�experiences�with�breeders�and�growers�
in�the�cluster.�
� Knowledge�of�retail�markets�is�also�important�here.�Information�like�whether�or�
not�a�market�likes�large�buds,�strong�colours,�gerberas,�roses,�or�carnations�all�determine�
success�or�failure.�In�the�end,�you�also�have�to�know�where�to�obtain�these�flower�types.�
Within�the�cluster�that�knowledge�is�easier�to�get.�A�buyer�and�wholesaler�of�anthurium�
explains�on�the�Flower�Council�Holland�website:��
�

“Our�specialisation�means�that�we�are�able�to�know�all�there�is�to�know�about�
this� market� and� have� been� able� to� build� up� a� comprehensive� network� of�
growers.�Our�most� important� customers� are� in�Germany,� Italy,�France� and�
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England.�Italy�and�Germany�like�their�flowers�big,�whereas�smaller�flowers�go�
to�countries�such�as�Spain�and�Portugal.�[Right�now]�distinctive�colours�are�
in�greatest�demand…�clear�red,�hot�pink�and�green�shades�are�all�popular.�In�
my� opinion� the� variety� ‘Morano’� is� a� promising� newcomer.”�
(www.flowercouncil.org,�accessed�21�04�2009)�

�
It�is�not�only�knowledge�of�flowers�and�trends�that�circulates�in�the�wholesale�

and� production� cluster.� Since� wholesalers� have� relations� with� many� different� growers�
and� other� wholesalers,� they� also� gain� knowledge� on� financial� and� commercial� issues.�
Sharing� this� with� customers� can� be� a� strategy� to� gain� a� stronger� and� more� equal�
relationship�with�them.��
�

“We� see� a� lot� of� things,� experiences� with� how� things� get� done� somewhere�
else…� financially,� business�related,� organizationally.� At� times� we� give� our�
customers,� when� they� are� open� to� it,� consulting� on� how� to� manage� things.�
But�they�need�to�be�open�to�it.�We�see�it�as�a�role�to�be�taken�by�our�company.�
We�try�as�much�as�we�can�to�be�a�partner�to�our�customers,�resulting�in�long�
term�relationships�with�them.”�(PF�50)�

�
Relations� between� wholesalers� and� retailers� are� generally� long� term� in� this�

chain.� Once� a� retailer� is� happy� witch� a� wholesaler� –� who� generally� provides� a� full�
assortment�of�flowers�to�a�retailer�–�he�or�she�will�not�easily�change�to�a�new�supplier.�
Maybe�not�so�much�because�it�is�very�difficult�to�get�to�know�each�other�but�because�of�
the�trust�that�has�been�built�up�in�their�relationship:�trust�of�the�retailer�in�the�ability�of�
the�wholesaler� to�buy� the�right� flowers�–�quality,�assortment,�quantity�–�at� the�auction�
and�at�other�places�and�to�deliver�in�time.��
�

“The� relationships� we� have� with� our� customers� are� of� such� kind� that� a�
customer�will�trust�us�when�we�say�that�the�variety�he�normally�prefers,�for�
once�is�not�a�good�choice�and�that�he�should�take�a�different�variety�this�time.�
[…]� In� the� relationship�with�our� customers�quality� is�more� important� than�
price.”� (PF� 57,� Dutch� wholesaler� operating� in� the� upper� segment� of�
flower� trade,� with� customers� that� are� with� him� for� more� than� ten�
years)�
�

Wholesalers� in� this� chain� have� market� relations� to� production� when� they� buy� at� the�
auction,�but�they�also�have�more�direct�sales�relations�that�are�modular�or�relational� in�
kind.��
�
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“We�do�not�grow,�and�we�don’t�want�to.�But�what�we�do�increasingly,�that�
has� been� a� change� found� in� the� last� ten� years,� is� we� help� certain� farms�
financially,�through�marketing,�or�through�consulting�on�what�to�grow.”�(PF�
51,�Dutch�group�of�flower�traders)�

�
In�this�chain�we�also�see�large�wholesalers�that�take�a�role�in�production�and�try�

to�get�hold�of� the�entire�chain.�Large�buying�groups�such�as� the�Zurel�Group,�and� the�
Dutch�Flower�Group�are�umbrella�companies�of�growers,�importing�firms�and�exporting�
firms.� Also� large� trade� firms� such� as� Sulmac,� which� is� owned� by� Brooke� Bond� Kenya�
(taken�over�first�by�Unilever�and�in�1998�by�the�UK�government�owned�fund�of�funds,�
the� Commonwealth� Development� Corporation),� Del� Monte� (from� the� US)� and� Dutch,�
German� and� Swiss� investors� (Maharaj� and� Dorren,� 1995,� p.� 69)� are� part� of� this� chain.�
They�have�invested�in�flower�production�in�the�global�South,�where�people�were�not�able�
to� develop� the� flower� business� without� foreign� help.� In� such� cases� the� relationship� to�
production� is� more� like� a� hierarchy.� However,� an� umbrella� company� like� the� Dutch�
Flower� Group� does� not� try� to� be� hierarchical,� but� rather� more� like� a� network� of�
independent�companies� that�share�expertise�and�experience�with�each�other,�while�not�
necessarily�working�with�each�other�(i.e.�wholesalers�do�not�have�to�import�from�other�
companies� under� the� umbrella,� but� can� also� use� the� auction� or� other� companies).� The�
holding� can� be� seen� as� a� facilitator� of� collaboration� between� these� companies,� making�
them�stronger�and�better�able�to�react�to�possibilities�in�the�market.��
� The�more�dedicated�the�product�becomes�and�the�more�specialized� inputs�are�
needed�to�fulfil�the�wishes�of�retailers�(i.e.�the�closer�it�comes�to�the�Interpersonal�World)�
the�more�transactions�in�this�chain�need�some�kind�of�relational�or�modular�governance.�
This� is� because� more� knowledge� is� included� in� the� transaction� and� this� knowledge�
becomes�increasingly�difficult�to�codify.�The�wholesale�trade�in�the�Interpersonal�World�
for� flowers� shows� resemblance� to� the� creation� and� dissemination� of� prêt�à�porter�
collections� of� clothing.� It� is� different� from� the� aforementioned� Intellectual� World� of�
flowers� in� which� new� generic� breeds� are� created.� It� is� also� different� from� the� Market�
World� where� there� is� a� very� broad� market� and� inputs� are� more� specialized.� It� is� the�
Interpersonal�World�where�specialty�arrangements�are�created�that�are�ready�for�use�at�
special�occasions.�From�there�these�arrangements�might�trickle�down�to�the�fashions�of�
the�Market�World.�Arrangers�who�operate�in�this�world�create�floral�designs�for�special�
events�and�participate�in�international�flower�arrangement�competitions.��
�
Very�strong�embeddedness�in�the�Netherlands�
The� wholesale�driven� chain� is� very� strongly� attached� to� the� Netherlands,� as� it� is�
dependent�on�the�localized�knowledge�of�retailers�closely�connected�to�the�territorialized�
production�cluster�of�the�Netherlands.�The�attachment�of�this�chain�to�Dutch�wholesalers�
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is� the� result� of� the� modular�with�relational�characteristics� governance� of� transactions�
with�foreign�retailers�and�wholesalers�in�this�chain.�It�ensures�long�lasting�relationships.�
Figure�6.7�summarizes�the�key�characteristics�of�this�chain.��
�

�
Figure�6.7:��Territorialization�in�the�wholesale�driven�chain�of�cut�flowers�

�
�
6.7�Changes�in�the�chain�and�the�embedding�of�flower�trade�and�distribution�in�the�
Netherlands��
�
The�description�of� the� flower� trade�has�shown� that� the�marketplace�node� functions,�as�
expected,�very�much�as�a�cluster.�It�also�shows�the�many�different�worlds�of�production�
and� value� chain� organizations� this� node� can� serve.� Contrary� to� our� expectations� this�
node�even�has�a�role�in�very�much�integrated,�consumer�driven�chains.�As�we�have�seen�
in�previous�sections�of�this�chapter,�different�developments�have�changed�the�role�of�the�
Netherlands� in� the� flower� trade.�The�most� important�developments�mentioned�are:� (1)�
increased�production�abroad;�(2)�concentration�at�the�side�of�production�and�buying;�(3)�
increase�of�direct�sales�relations�bypassing�the�auction;�(4)�integration�between�different�
links�in�the�value�chain;�(5)�delinking�of�logistics�processes�and�sales�processes.���

The�increase�in�production�abroad�has�resulted�in�the�Netherlands�becoming�a�
larger� importer� and� re�exporter� of� flowers�produced� abroad.� Growers� have� reacted� to�
this.�Dutch�growers�have�started�to�concentrate�more�on�exclusive�varieties�or�varieties�
that� are� difficult� to� transport� (Van� Rijswick,� 2006).� This� probably� results� in� more�
differentiation� between� imported� and� domestically� produced� flowers� with� respect� to�
their�quality,�novelty,�and�other�product�attributes.�An�example�of�this�specialization�is�
given�by�a�Dutch�rose�grower�with�facilities�in�Kenya:�
�

“In� Kenya,� you� can� grow� all� types� of� colors� except� red� and� white� because�
white� is� easily� damaged,� and� red� roses� are� hard� to� grow� because� they� are�
sensitive�to� light�and�prone�to�developing�black�spots�[because�of�the� intense�
sunshine�in�Kenya,�m.l.].�So,�these�two�colors,�heavy�varieties�and�exclusive�
varieties�with�long�large�heads�are�grown�here�in�the�Netherlands.”�(PF�68)�

�
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Although�the�assortment�of�flowers�produced�abroad�first�was�limited�to�less�exclusive�
bulk�like�flowers,�we�now�see�a�broadening�of�the�assortment.�This�assortment�produced�
abroad� has� become� increasingly� important� for� Dutch� auctions� to� be� able� to� deliver� a�
complete�assortment�of�flowers�year�round�(Stuurgroep�Fusie,�2007).��

Concentration� on� the� side� of� production� has� made� many� different� auction�
organizations� too� small� for� a� large�part� of� the�producers.�Therefore,� the�merger�of� the�
largest�Dutch�auctions�is�very�important�to�them,�as�well�as�the�possibility�that�is�created�
for�direct�sales�contracts�through�the�direct�sales�office�of�the�auction.�Concentration�on�
the�buying�side�has�made�them�very�strong�players�who�try�to�bypass�the�auction�and�
wholesalers.�This�has�been�a�major�threat�to�the�role�of�the�Netherlands,�especially�in�the�
bulk�chain.��

The�increase�of�direct�sales�relations�bypassing�the�auction�does�not�necessarily�
make� flower� trade� less� bounded� to� the� Netherlands.� As� we� have� seen,� for� efficiency�
reasons�many�directly�traded�flowers�from�Africa�still�come�to�the�Netherlands�on�their�
way� to� final�consumers.�However,� the�Netherlands� then� is�used�as�a�distribution�node�
for�flowers.�For�this�infrastructure�and�quality�of�logistics�are�more�important.�These�are�
more� difficult� to� territorialize� assets� as� the� distribution� of� flowers� is� not� a� very�
specialized�job.�But�as�not�all�retailers�are�willing�to�buy�directly�from�growers,�there�is�
still�work�for�Dutch�traders�and�auctions�in�direct�sales�chains.�Depending�on�the�type�of�
flower� demanded,� the� role� of� Dutch� wholesalers� will� be� more� or� less� important.� The�
more� dedicated� and� short�term� demand� is,� the� more� specialist� wholesale� traders� are�
probably�needed.��

Another�important�trend�over�the�last�five�years�or�so�has�been�the�integration�
of� producers� into� trade,� traders� into� marketing,� and� retailers� into� wholesale� and�
production.� The� Association� of� Wholesaler� Traders� in� Floricultural� Products� in� the�
Netherlands�(VGB)�is�very�critical�about�the�creation�of�a�direct�sales�organization�by�the�
auctions.� In� their� opinion,� with� a� direct� sales� organization,� auctions� start� to� act� as� a�
wholesale� trader.� The� organization� of� wholesale� traders� sees� this� as� a� threat� to� their�
position� as� wholesalers� and� unfair� competition.� At� the� same� time,� the� auction� cannot�
exist�without�giving�the�growers�this�extra�sales�possibility�since�their�members�have�to�
sell�all�their�production�through�the�auction.�Lifting�this�regulation�could�pose�a�threat�to�
stable�supply�at�the�auction.�Therefore,�integrating�the�auction�into�wholesale�trade�is�a�
threat�and�a�blessing� to�wholesale� traders�who�at� times�also� like� to�work�under�direct�
contracts� with� auction� member� growers.� The� question� is� whether� or� not� the�
developments�of�integration�in�the�value�chain�have�fundamentally�changed�the�role�of�
the� Netherlands.� An� integrated� flower� production� and� wholesale� trade� group� such� as�
Ciccolella� or� the� Dutch� Flower� Group� still� consists� of� rather� independent� companies�
operating� from� places� they� operated� before.� Organizational� changes� then� do� not�

187

Levelt-Manuscript 100329_v2 final.pdf   187 31-3-2010   14:18:27



Global trade and the Dutch hub 

 

automatically�change�the�dependence�of�wholesale�functions�in�the�chain�on�the�Dutch�
auction�or�the�efficiency�of�logistics�flows�through�the�Netherlands.��

Delinking�the�logistics�and�sales�processes�in�flower�trade�could�in�theory�be�a�
greater� threat� to� the�Dutch� role� in� floral� trade.� In� theory� technical� innovations� such�as�
buying�at�a�distance�and�from�a�picture�make�traders�less�dependent�on�locations�in�the�
Netherlands.�However,�although�it�enables�flowers�to�be�bought�from�everywhere�in�the�
world,�the�flower�trade�is�still�concentrated�in�the�Netherlands.�This�is�because�auctions�
still�need� their� localized� inspection�apparatus� to�be�able� to�give�correct� information�on�
the� flowers� sold,� creating� trust� in� the� virtual� trade.� Without� such� inspections,� virtual�
trade� would� probably� be� much� less� accepted� by� the� buyers.� Yet� in� the� future� this�
delinking�might�proceed�as�inspections�get�shifted,�for�example,�to�the�airport�in�Nairobi�
where� flowers�produced� in�Kenya� could� come� together� for�Kenyan�distribution� to� the�
European�market.�Particularly�for�bulk�flowers,�this�might�result�in�trade�bypassing�the�
Netherlands�and�going�directly�to�markets�like�the�UK�or�Russia.�But�in�more�specialized�
and/or� buyer�driven� chains,� trade� and� logistics� will� probably� stay� attached� to� the�
Netherlands� for� efficiency� reasons.� It� is� the� place� where� the� full� assortment� of� a�
specialized� wholesaler� comes� together� and� gets� re�exported� to� customers� worldwide.�
Furthermore,� physical� presence� is� still� very� appreciated� by� many� buyers.� The� quality�
demanded� from� purchasers� increases� whilst� the� quality� of� information� given� by� Flora�
Holland�is�still�perceived�as�poor,�making�it�important�for�purchasers�to�have�a�look�at�
the�flowers�before�they�get�auctioned�(Groot�Handelsblad,�2009b).�Given�that�the�quality�
checks� taking�place�at� the�Dutch�auctions�are�often�not� to� the� satisfaction�of�buyers,� it�
could� be� imagined� that� overseas� quality� checks� would,� for� the� time� being,� be� trusted�
even�less�by�buyers.�Without�trust,�there�are�no�sales.���

Another�important�aspect�of�the�territorialization�of�flower�trade�is�logistics�and�
transportation� efficiency.� Flower� transportation� is� not� a� very� specialized� job� and�
transporters� from� Eastern� Europe� have� easily� assumed� transportation� to� these� new�
markets.� New� techniques� like� vacuum� cooling� have� even� made� it� possible� to� send�
flowers�as�an�express�shipment�by�an�express�package�provider.�However,�the�efficiency�
of� gathering� a� complete� assortment� of� flowers� in� the� Netherlands� and� subsequently�
redistributing�them�is�still�very�high.�It�is�simply�more�expensive�to�send�small�packages�
of� flowers� crisscrossing� around� the� world� from� producer� to� buyer.� The� important�
domestic�production�of�flowers�in�the�Netherlands�serves�as�the�basis�for�this,�more�than�
the�excellent�cooling�and�storage�facilities�present.�Of�course�these�facilities�are�needed,�
but�other�places�can�do�the�same�thing�(e.g.�Dubai�Flower�Center).�The�facilities�then,�are�
in�themselves�not�territorialized�assets.�So,�although�technology�has�made�the�delinking�
of� logistics� and� sales� processes� possible� and� other� places� have� developed� the� logistic�
facilities�to�handle�flowers,�in�practice�logistics�and�trade�largely�remain�together�in�the�
Netherlands�for�efficiency�reasons.��
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What� is� important� in� logistics� is� the� efficiency� of� redistribution� that� attaches�
physical� flower� trade� flows� to� the�Netherlands,� irrespective�of� the�quality�of� transport�
infrastructure.� There� are� many� growers� producing� just� a� few� types� and� varieties� of�
flowers,�whilst�there�are�also�many�buyers�that�like�to�have�a�complete�assortment�of�the�
many�different�flowers�that�exist.�Concentration�of�the�market�place�and�distribution�is�
efficient� in� such� a� chain.�At� the� same� time� the�Netherlands� and� its� specialized� service�
providers�within�the�flower�cluster�as�well�as�service�providers�of�logistics�processes�like�
luggage� handling� at� Schiphol� are� able� to� create� innovations� that� greatly� improve�
efficiency�in�small�scale�logistics�processes�needed�for�the�redistribution�of�flowers�from�
the�auction�to�individual�orders�from�importers�and�retailers�(Groot�Handelsblad,�2007f,�
Groot�Handelsblad,�2008h).�This�certainly�adds�to�the�territorialization�of�these�functions�
in�the�Netherlands,�since�the�processes�and�equipment�involved�in�this�kind�of�logistics�
are� very� complex� and� can� only� be� created� in� close� collaboration� between� service�
providers�and�end�users�(wholesalers).��
� The� analysis� of� developments� in� the� value� chain� shows� the� territorialized�
power�of�the�Netherlands�through�the�ability�of�the�auctions�to�add�flexibility�to�bulky�
chains�and�economies�of�scale�in�transportation�and�trade�in�the�producer�driven�chains.�
However,� the� strongest� embedding� of� trade� seems� to� exist� in� the� more� specialized�
production,� trade� and� distribution� of� flowers� within� a� wholesale�driven� chain.� In� this�
chain�the�dominant�mode�of�governance�in�transactions�between�trade,�production,�and�
retail�are�much�more� relational� in�character.�However,�wholesalers� can�also�operate�as�
turn�key� suppliers� of� retailers.� But� contrary� to� our� expectations,� these� turn�key�
supplying�wholesalers� lead� the� chain� since� they�have�knowledge� retailers�do�not�have�
and�might�even�prompt�demand�to�retailers.�This�is�a�much�stronger�position�than�that�
of� wholesalers� in� a� retail� driven� chain� where� they� operate� as� independent� turn�key�
suppliers�to�retailers.�Here�wholesalers�have�much�less�control�over�demand�and�can�be�
dropped�for�a�new�supplier.�The�strong�position�of�Dutch�international�flower�trade�is,�
to� conclude,� and� as� expected,� connected� to� the� Dutch� national� and� local� organized�
flower�cluster.�Formal�and�informal�relations�of�knowledge�exchange�play�an�important�
role� here,� as� well� as� many� input�output� relations� and� scale� economies.� This� creates� a�
strong�embedding�of�flower�trade�that�can�only�be�bypassed�in�specific�value�chains�and�
for�specific�market�segments.�Yet�contrary�to�our�expectations,�even�in�more�integrated�
chains�this�marketplace�node�plays�an�important�role.�
�
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