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ChapterChapter 4 

Ann industrial complex in the clothing industry 
inn the Netherlands 

'' [Ift  is quite false to see fashion sun ply as an ideological tool of mass production,' 
(Warkk 1991: 63) 

4.11 Introduction 

Inn chapter 3 I have given an overview of the way the supply of clothing to Dutch con-
sumerss has changed over time. Essentially, I have focused on the question "who did 
whatwhat when . As to the who I have identified the most important players in the clothing 
valuee chain. Via the what and where I have indicated how the activities of these actors 
havee developed and changed. The result was a precise description of a pattern of pro-
ductionn and trade over space. The result also seemed fairly arbitrary, in the sense that 
thee question why production and trade were distributed in such a particular way was 
nott asked yet. It almost seemed as if all those firms in the clothing industry had been 
thrownn at random on a big map bv a gargantuan hand, the result being completely 
incidental. . 

Inn this chapter a first step is made to answer the question why. As I have explained 
inn chapter 2, I want to study - on a meso level - the interaction and bargaining be-
tweenn different actors involved in the clothing industry. Firms make their decisions 
onn where to produce what, and how to do that, while interacting with other actors in 
thee sector. In chapter 2 I proposed to use the concept of the industrial complex as a 
frameworkk for analysing bargaining in the sector (Ruigrok & Van luider 1995). An 
industrialindustrial complex consists of a network of bargaining relations between different 
actorss in a branch of industry. In the centre of such a network there is a core firm that 
interactss with five (groups of) other actors: suppliers, workers, dealers, financiers and the 
government.government. Depending on the outcome of this bargaining process the spatial config-
urationn of activities in the value chain takes a specific form. 

II  his chapter will be organised as follows. In section 4.2 I will enter the debate on 
1022 the questions if and how the concept of a core firm is relevant for the clothing sector. 

Inn section 4.3 to 4."' I will analyse the bargaining processes between a core firm and 
otherr actors relevant to the clothing industry. These sections all begin with a descrip-
tionn of bargaining positions between the core firm and other actors on the depend-
encyy scale, followed by an analysis of the changes that have occurred in the bargaining 
sincee 1980. Section 4.S will deal with the outcome of this bargaining process, provid-
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iniii  a summary of the preceding s sections. Finally. I will point our hnw the bargaining 
withinn the industrial complex leads to a certain spatial configuration of production 
(sectionn 4.9). 

4.22 Structure of the industry: The retailer as a core firm? 

KK[l]t[l]t  is fashion that makes the industry rather than the industry that makes fashion.' 

(linee & Feopold 199V 94) 

Inn chapter 2, I have set one criteria for a core firm on the basis of the definition of 
Ruigrokk and Van luider, that is having sales of more than t ss 1 billion. This is, ac-
cordingg to them, a conditio sine qua nan for the existence of a core firm. In this section 
II  want to discuss if, in the clothing sector in the Netherlands, a (group of) firm(s) oc-
cupiess a core position on the basis of this criteria. Thereafter I wil l consider what im-
plicationss this entails for bargaining in the industrial complex for clothing. 

Inn chapter 3 I have already pointed out that the clothing industry is part of a value 
chainn that reaches from the production of natural or man made raw materials, to the 
sellingg of the finished garments to consumers. I wil l focus in this chapter on the textile 
andd clothing producers, intermediate actors such as wholesalers, agents and traders, 
andd the retailers, to determine which group occupies a core position (see figure 4.1). 

FIGUREE 4.1 Value chain for doting 

textilee industry -» clothing industry -» intermediate actors —> retailers 

Ass to size, in chapter 3 I have shown how clothing producing finns 'in general are rela-
tivelyy small. There is no single producing firm in the Netherlands that reaches yearly 
saless of over uss 1 billion. Of all clothing producing firms listed as member of the 
branchh organisation FENECON, none even reaches one tenth of that amount. Accord-
ingg to the directory of members the three largest had approximately the following 
turnoverr in 1995: Berghaus 2>o million guilders, Freerex 100 million guilders, Ollv s 
BVV 200 million guilders (FENECON 1995). The Secon group (250 million guilders), 
MKX XX (275 million guilders) and Stone Fashion (100 million guilders) were also rela-
tivelyy big players (Corporate Intelligence 1997a: 81). hven firms that combine cloth-
ingg and textile production do not reach the uss 1 billion. The Dutch textile firm 
Stonevillee Fmterprises for instance (a relatively successful combination of Van Heek 
Fmterprises,, L. ten Care en Fen Cate Housetex Products) had in 1994 a turnover of 
1300 million guilders (Bletz 1996). The turnover of most clothing producing firms was 
muchh smaller. Using the ens data from tables 3.3 and 3.10, it can be concluded that 103 

thee average turnover per firm in 1992 was just over 10 million guilders. The contract-
clothingg firms in Amsterdam rarelv managed a turnover exceeding 2 million guil-
ders. . 

F.venn more so, the size of clothing producing firms on average seems to be declin-
ing.. In the I:L' the average number of workers per firm declined from 15.8 in 1988 to 
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13.44 in 1991 (Audcr 1996: 337). Due to the emergence of a large number of small con-
tracr-clothingg firms, the average size of firms in the Netherlands decreased as well. 
Calculatingg the number of firms and workers in official data and adding the numbers 
foundd in the contract-clothing firms in Amsterdam, the reduction is from an average 
off  39 workers in 1981, to 24 in 1992/ 

11 extile producers &vc substantially larger than their colleagues in clothing, although 
considerablee differences exist. On the one hand there are large, technologically ad-
vaneedd textile plants, on the other hand some smaller, often family owned, firms exist. 
Inn the Netherlands in the 1970s the government actively encouraged mergers between 
thesee family owned businesses, in order to enable them to survive competition from 
imports.. Spinning thereby largely disappeared. The four largest firms in cotton tex-
tiless in the mid 1980s had a market share of 43 percent; in wool of 52 percent (Rogier er 
al.. 1992: IT) . The section of the textile industry that concentrates on man made fibres, 
andd is therefore connected to the chemical industry, is particularly huge in size. How-
ever,, much of the textile industry is not connected to the clothing industry. Inter-
nationally,, only about 50 percent of textile production is directed to the clothing in-
dustry,, a percentage which moreover has been declining over the years. In the Nether-
lands,, the textile industry is even less oriented towards local clothing producers. In 
1988,, only 28 percenr of Dutch textile production was sold to clothing producers 
(Rogierr et al. 1992: 18), most of producrion being for other industrial purposes. Also, a 
largee share of textile production is exported. Consequently, Dutch clothing producers 
doo not obtain their textile inputs generally from Dutch textile producers.' 

Ass to retailers, the picture in the Netherlands is different, although large differ-
encess exist between retailing firms. On the one hand there are thousands of small re-
tailerss that in the Netherlands on average had a turnover of 1 million guilders (Bletz 
1996;; Van Rijt-Veltman 1998: 23). On the other hand there is a small group of large re-
tailerss that are considerably bigger than producing firms. In the Netherlands six retail 
chainss hold a strong position in retailing. These include two department stores 
(Vendex,, KBB) , the two large clothing retail chains (C&A , P&C) and the two discount 
chainss of Macintosh and Zeeman, C&A (including its Foxv Fashion and Ma re a Mode 
stores)) is the largest clothing retailer in the Netherlands with 172 shops, and an esti-
matedd turnover in the Netherlands of 3 billion guilders in the mid 1990s (Corporate 
Intelligencee 1997a: 87)/ The P&c group (including the P&c shops, Somebody, and 
Mac&Maggie)) operates approximately 88 shops, with a turnover or 344 million guil-
derss in 1994. The Vendex concern operates 63 v& n department stores, and about 200 
otherr clothing shops (including Kreymborg, Kien, Claudia Strater, and America 
Today),, with total sales in retailing amounting to 8.2 billion guilders in 1997. Non-
foodd sales were ^.4 billion guilders/' The KRB group, which includes 6 Bijenkorf de-
partmentt stores, over 200 HEMA stores, 131 M& S shops, and 173 Amici shops, managed 

1044 a turnover of 6.0 billion guilders in 1997, up from 3.4 billion guilders in 1986. Thirty 
percentt of this was accounted for by clothing sales, amounting to over 1 billion guil-
derss per year, KBB daughter M&s bv itself realised a turnover of over 700 million guil-
derss in 1996 (F!:M, "June 1997), up from 100 million guilders in 1989 (Smit 1994b: 13). 
Macintoshh managed a turnover of 1 billion guilders in 1995, of which 344 million guil-
derss was accounted for by clothing sold for instance through the Superconfex and 



A?iA?i industrial complex ui the clothing industry in the Netherlands 

Bentexx discount chains (Corporate Intelligence 1997a: 86). Finally, Zeeman with over 
5000 shops in the Netherlands, Belgium, Germany and France, had a turnover of 600 
millio nn guilders in 1997 (de Volkskrant, 30 September 1998). 

Thee shares in clothing sales of different retail formula are indicated in table 4.1. 
Thee large clothing retailers and department stores grew in importance during the 
1970s,, and account for a large, relatively constant share in clothing sales of approxi-
matelyy }G percent during the 1980s and 1990s, C&A alone accounts for about 10 per-
centt of total clothing sales (Corporate Intelligence 1997a: 86). Counting the other 
largee players in retailing, including the discounters, over 40 percent of clothing is 
boughtt at large retailers. Small retailers lost some ground, especially during the 1970s 
andd in the 1990s, whereas discount shops increased in importance during the 1970s. In 
areass such as lingerie or baby clothing the dominance of large retailers is even greater. 
Forr women's outerwear the large retailers on average were less important than for 
men'ss wear (25 percent of sales in 1992 (Scheffer 1992: 120)). 

TABLEE 4.1 Market shares of retailers in the Netherlands (in percent of total clothing sales) 

retailers retailers 

departmentt stores 

largee clothing retailer 

smalll clothing retailer 

discounter r 

other r 

total l 

1970 1970 

7 7 

24 4 

61 1 

2 2 

6 6 

100 100 

1975 1975 

8 8 

27 27 

53 3 

5 5 

7 7 

100 0 

1980 1980 

8 8 

27 7 

53 3 

6 6 

6 6 

100 0 

1985 1985 

9 9 

27 27 

50 0 

7 7 

7 7 

100 100 

1990 1990 

9 9 

27 27 

50 0 

7 7 

7 7 

100 0 

1997 1997 

7 7 

29 29 

44 4 

3 3 

17 7 

100 100 

SourceSource Liesker 1 989: 57; Rijt-Veltman 1998: 7. 

Thiss strong position of retailers is further reinforced by a tendency towards concentra-
tionn during the 1980s and 1990s. Cushman & Dyer (1997: 34) in their analysis of 
mergerss in apparel retailing speak in this respect of a 'merger mania', leading to a 
strongg horizontal concentration. In the Dutch market, Vendex has been especially ac-
tivee in increasing its interests in other retailing chains. Vendex itself came into exist-
encee as a merger in 1973, when the different firms of V& D were combined in one hold-
ing,, which from 1982 onwards was called Vendex. In the Netherlands the firm owns 
moree than r,500 shops (De Bruin 1996)/ It also has a share of 25 percent in the P&C 
groupp (Corporate Intelligence 1997a: 88). In 1976 Vendex tried to take over KBB, but 
withoutt success, although it acquired an interest of 40 percent in its competitor 
(Miellett 1993: 98). In 1994 it took over the clothing chain America Today. Outside 
clothingg Vendex extended its activities to food retailing (Edah), insurance and 
tempingg agencies. In 1998 Vendex did take over its competitor KBB, creating a firm 10 

withh a turnover of 13 billion guilders employing 64,000 people in more than six coun-
triess {i\'RC Handelsblad, 9 February 1998). Vendex and KBB combined almost com-
pletelyy dominate the market for department stores in the Netherlands. Next to 
Vendexx other firms were also active in mergers, KBB itself developed out of a union 
inn 1966 of Bijenkorf, HEM A and some other retail chains. It extended its activities by 
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takingg over the Pern' concern, which concentrates on sportswear and -equipment, 
andd the DYS chain Praxis. In the 1980s, KBB continued extending its activities to tovs 
(Intertoys),, books (Bruna), DYS (Hubo) and clothing (M&S , Amici, Prenatal). It also 
participatedd in the chain Retailnet. The discount chain of Zeeman in 1974 bought the 
Vinkee chain, and in 1980 took over one of its main competitors Brons (Jansen 1991: 
345).. The p&c group already in [969 took over the Lampe shops. It has interests in 
Misss Etam, Hij , Zij and Somebody. It also holds shares of Vendex. The owner of 
Blokker,, a large chain of household utensils, also has an interest in Vendex. Macintosh 
andd Vendex co-operate together in the new telephone company Libertel. Vendex and 
KBBB exploit together parking areas, for instance in The Hague (De Bruin 1996). The 
retaill  chain Hollands Winkelbezit BV, which already encompasses several upmarket 
clothingg chains like Witteveen, Mango, and McGregor shops, in 1997 took over the 
chainn La Ligna (Meijer 1998b). 

11 his tendency towards concentration among large retailers is also visible in a more 
indirectt way. There is a widespread overlapping in membership of the boards of dir-
ectorss of the different retailing firms, as well as with other large concerns in the Dutch 
economy.. The chairman of the board of KBB, for instance, is a member of the board of 
thee DYS chain Gamma, as well as of Heineken and of the ABN-AMR O bank. The chair-
mann of the board of the P&c group is also member of the board of Gamma and of 
Nutricia,, as well as the publishing chain VNU, together with the member of the board 
off  the clothing retailer Macintosh. A member of the board of Vendex is also a member 
off  the Aegon board (insurance) (De Bruin 1996). This shows that the retailers not only 
maintainn links between themselves, but that they are also intimately connected to 
otherr large firms in the Dutch economy. 

Evenn though the large retailers - by definition - are of a more concentrated charac-
terr than the smaller ones, the tendency to concentration is also visible amongst the 
smallerr independent retailers. In general, in 1998, 46 percent of all retail shops were 
partt of a smaller or bigger chain encompassing more than one shop; 2,800 clothing 
shopss are part of a chain (Van Rijt-Veltman 1998: 9-10). Other sources indicate that 
outt of 16,000 retailers selling outerwear, 2,000 belonged to a national chain, 500 to re-
gionall  chains, whereas 4,000 were part of smaller groupings, the remaining 7,000 be-
ingg one-shop owners (Gorporate Intelligence 1997a: 82). Of the approximately 170 
shopss in Amsterdam's main shopping street Kalverstraat, onlv 20 are fully independ-
entt retailers (Veeger 1998: 38). Go-operation between small retailers can take different 
forms.. For example it can take the form of membership of an actual chain (for in-
stancee Steps, Didi or Vet), or of franchising arrangements (Levi Store, Jeans Centre)." 

Smalll  retailers also increasingly start co-operating in buying to be able to profit 
fromm economies of scale in buying. Of the small retailers in 1970, 50 percent were con-
nectedd to a buying co-operation (Broer 1977: 135). In 1992 2,500 retailers were mem-

1066 hers of a buying organisation, accounting for one third of the Dutch clothing sales 
(A'A'CC Handelsblad, 6 March 1992). At the end of the 1980s 50 to 60 percent of retail 
turnoverr were realised via buying organisations, with the number of members of the 
organisationss increasing (Lafeber 1990: >>). In 1991, 65-70 percent of the turnover of 
small-- and medium-sized retailers in clothing was realised by 2,900 firms member of a 
buyingg organisation (Rogier et al. 1992: 34). The two largest buying organisations 



AnAn industrial complex in the clothing industry in the Netherlands 

{Euretcoo with 2,215 members and In tres with 1,700) both account lor clothing 
saless between 1 and 2 billion guilders. In total, large retailers and co-operating smaller 
retailerss increased their combined market share from 56 percent in 1980 to 83 percent 
inn 1998 (Bogaarts 1998: 34). 

Finally,, like producers, intermediate actors'm the industry are also usually small. Of 
thee 830 wholesalers active in outerwear in 1987, 780 employed less than 10 workers, the 
averagee turnover per firm being 3.9 million guilders. The same counts for agents and 
tradingg companies (Lafeber 1990: 36-37). FENECON (1994a: 5) notices that between 
19866 and 1992 the number of wholesalers grew from 2,500 to 3,500. According to the 
Rabobankk (1998) there weree still approximately 3,500 wholesalers in textiles and cloth-
ingg in the Netherlands in 1997, that had a combined turnover of about to billion guil-
ders,, amounting to less than 3 million guilders each. Corporate Intelligence (1997a: 
82)) finds 1,900 wholesalers in the mid 1990s, with a combined turnover of 7 billion 
guilders,, with a turnover of 3.6 million guilders per firm. Clearly, the size of these 
firmss is much smaller than the us$ 1 billion criteria. 

Conclusion Conclusion 

Thee conclusion of this section is that in terms of firm size, clothing producing firms 
doo not qualify as core firms in the clothing industry in the Netherlands. The only 
firmsfirms reaching sales of more than us$ 1 billion are either some textile producers and 
thee large retailers. However, since only part of the textile producers' output is directed 
too the clothing industry, and especially in the Netherlands, their sales are frequently 
nott to the Dutch clothing industry, for my analysis, textile producers are not proper 
candidatess for a core position in the clothing complex.1" This leaves retailers as the 
coree firms in the industry. It has also become clear that retailers in general are consid-
erablyy larger than producers. This has only been reinforced over the years by mergers 
andd other forms of co-operation, whereas the producers have maintained their more 
fragmentedd character. Retailers not only extended their activities horizontally, but 
alsoo had strong links with other sectors in the Dutch corporate economy. 

Thiss situation of rising retail concentration also prevails in countries other than 
thee Netherlands. As Bull et al. (1993: 25) argue l[b]y the start of the 1980s distribution 
channelss had become dominant in the textiles-clothing sector'. In Sternquist's (1994) 
words,, they are the gatekeepers of consumer choice. However, the concentration pro-
cesss is even more pronounced in the Netherlands than in other countries: 'The Neth-
erlandss (...) represents perhaps the highest expression of concentrated retail power in 
aa small country' (Clairmonte & Cavanagh 1981: 216). Placing the retailer in a core pos-
itionn for the Netherlands is therefore even more important than for other countries. 

Thiss core position applies not only to the six large retail chains that I distin- 107 
guished,, but also for the increasing co-operation between small retailers, in chains, 
franchisee arrangements and buying co-operations. However, it is important to under-
linee that next to the large retail groups, numerous small retailers still exist. In analysing 
thee bargaining of core retailers with other actors, it should be kept in mind that such 
smalll  firms of course lack the bargaining power of their large competitors. I wil l con-
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eenn tra te for the rest of this chapter on the bargaining of the large retailers with other 
actorss (Figure 4.2), and wil l point out when necessary what this implies for the smaller 
brethren. . 

FIGUREE 4.2 Bargaining in an industrial complex with a retailer as a core firm 

tradee unions suppliers 

retailer retailer 

consumerss banks 

government t 

4.33 Bargaining with suppliers 

11 When Tommy Hilfiger or Calvin Klein tells its suppliers in Southern 
CaliforniaCalifornia to lower their prices, contractors have no place to look but labour." 

(Los(Los Angeles Times, 28 October 1998) 

Thee bargaining between a retailer and suppliers is not so different from the bargaining 
off  a producing core firm wirh its suppliers." Retailers have a whole range of options to 
supplyy themselves with garments. 'Faking the 'make or buy' adage as a starting point, 
theyy first of all have the option to decide if thev are to produce their supply themselves 
orr buy it from independent producers.̂ As has been described in section 3.3, much of 
thee clothing industry was in fact established by retailers setting up their own produc-
tionn facilities. However, between the 'make' and 'buy' lie a whole range of intermedi-
atee options that can be used, and which involve a larger or smaller participation of re-
tailerss in the actual production process. Retailers can order garments whilst them-
selvess (or in co-operation with the producer) providing design, and even cut the fabric 
accordingly;; they can organise the logistics of delivery of the garments (and even the 
deliveryy of (cut) fabric to the producing firms); they can support their suppliers with 
manageriall  or technological support; they can be strongly involved in quality control 
inn their supplying firms; or they can require less or more strict obedience to working 
conditionss and other regulations in producing Firms. 

Supplierss for their part, also (at least in theory) have several possibilities in selling 
1088 their product. At one end of the spectrum, suppliers can set up their own shops and 

selll  their garments directly to consumers. The Internet offers numerous new oppor-
tunitiess for extending this practice and bypassing retailers. In a more indirect way, 
theyy can set up franchise constructions with shops, to which they then grant a more or 
lesss unique license to sell their product, or sell their products through shop-in-shop 
constructionss in the retailers themselves. Fhey can develop their own brands and 
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plv'' sell rhcir product - directly, via uniquely licensed agents or wholesalers, or via 
moree independent intermediary agents - to the retailers. This selling still can involve 
differentt modalities. In some countries, such as Japan tor example, much of the mer-
chandisee is consignments merchandise, with the manufacturer taking back unused 
stockss and therefore carrying more of the risk (Sternquist 1994: 160), whereas in other 
countriess the retailer bears the risk of unsold stock. Finally, suppliers can rely to a 
greaterr or lesser extent on retailers in matters of design, cutting, logistics, technologi-
call  and managerial support, quality control, and control of working conditions etc., 
whichh of course is the mirror image of the retail involvement mentioned previously. 

Supplierss also have different options in the upstream organisation of the produc-
tionn process. Thev can of course produce the whole product by themselves. But they 
cann also choose to have production performed (partly) by other firms. It they simply 
buyy their product (partly) from other producing firms, their position (in part) changes 
fromm a producing firm to an intermediate firm, for instance a wholesaler or an im-
porter.. But thev can also subcontract parts of the production process out to other 
firms,, for instance to contract-clothing firms. 

Eachh of these forms of interaction between retailers and producers involves a dif-
ferentt bargaining process between the two, and as a result a different degree of de-
pendencyy of suppliers on retailers. As indicated in chapter 2, I want to describe these 
bargainingg relations along a dependency scale. To be able to do so I have to set indica-
torss that allow me to classify these relations, to measure the bargaining. Ruigrok and 
Vann Tulder use three indicators for the bargaining process between a core firm and 
suppliers:: ownership structures, contractual obligations and the strategic nature of the 
product.. As far as contractual obligations and ownership structures are concerned, I 
havee already indicated in chapter 2 that they can be considered as lying on the same 
continuum.. Ownership of a supplier by a core firm then involves the highest degree of 
contractuall  control of a core firm over its partner. This counts for domestic as well as 
foreignn suppliers. Control is highest for foreign subsidiaries of Dutch firms, is less in 
subcontractingg arrangements, and least tot direct imports of finished products. 

Thee strategic nature of the products needs more explanation. What does strategic-
naturee of a product mean in the clothing industry? A supplier can be considered sup-
plyingg a strategic product when it is difficul t for a retailer to find an alternative source 
off  supplv. I have already indicated in the previous chapter that clothing is often con-
sideredd as a buyers' market, as a market where there are ample alternatives of supplv 
forr distributors, and low barriers to entry for producers, leading to fierce competition 
betweenn producing firms. However, there are variations in the extent to which this 
markett for clothing is so full of alternatives, which brings me back to the different seg-
mentss of the clothing market discussed in chapter 3 (table 3.14). This table makes the 
distinctionn between six positions, each representing a specific segment of the clothing 109 

markett with a specific combination of quality and fashionability. For each of these 
segmentss the alternatives of supply vary. Bargaining between retailers and suppliers in 
eachh of these positions takes a different form, and accordingly leads to a different level 
off  dependency of suppliers on the retailer. As to the nature of products, two partly 
contradictoryy mechanisms play a role. 
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Hirst,, the contract market for clothing (as distinguished from the branded market, 
seee further) is the market par excellence where there are ample alternatives of supplv. In 
fact,, the contract marker, where suppliers produce on order according to specifica-
tionss set by large retail chains, represents the strongest levels of dependence- of sup-
plierss on retailers. This is especially the case in the low fashion segment of the market 
(positionn 6). In the market segment of position 6 (low quality, low fashion), bargain-
ingg between retailers and suppliers revolves around costs. The low fashion content 
facilitatess relatively long lead times, which increases the possibilities for alternatives of 
supplyy for retailers. These suppliers therefore tend to be strongly squeezed bv retailers 
demands.. I he more a supplier produces more fashionable clothing, the more an am-
bivalencee as to dependency arises. Although the requirements for supplying more 
fashionablee clothing reduce the alternatives of supplv - not even' supplier is able to 
fulfi ll  quality and deliver}- demands - at the same time through these very require-
mentss a supplier is confronted with higher demands from retailers, and the more it 
wil ll  face interference in the production process. That is, for garments with high fash-
ionn content, retailers set strict specifications as to delivery time, colouring, inventory 
keeping,, and batch size, fashion means risk, which a retailer tries ro shift to the sup-
plier,, fashion then leads to a higher degree of dependency of suppliers on retailers. 
Thiss is especially the case in the market segment of position 3, which combines a low 
qualityy with a high fashion content. 

However,, in other parts of the market, fashion can have a different meaning. If 
supplierss manage to produce a garment which is so much in fashion that retailers can-
notnot hut include it in their collection, they can reinforce their bargaining position to-
wardss retailers. To do so, producers have to show and protect the uniqueness of their 
product.. An important instrument used for this by suppliers involves brands. Brands 
aree names or symbols connected to a line of clothing, protected bv copyright. As 
Stobartt (1994: 9) points out, 'brands enable manufacturers to communicate directly 
withh consumers regardless of the actions of the middleman'; 'Without brands such 
manufacturerss would be increasingly at the mercy of retailers whose influence over the 
pastt ten years has grown dramatically/ According to Riezebos (1994: 14-21) brands 
(can)) enable manufacturers to obtain two kinds of benefits: strategic (strengthened 
positionn towards competitors and retailers) and financial (higher price) benefits. Ex-
ampless of brands that have succeeded in attaining such strong position include manu-
facturers'' brands like Levis or Benetton, but also designers' brands like Lacosta, Gucci, 
Armanii  or Tommy Hilfiger. In terms of market segment such successful branding is 
situatedd in position 2, combining a relatively high quality with a strong fashion con-
tent.. Some brands achieve a strong position in the high quality lesser fashion segment 
off  position 4. In such case brands stand for quality, rather than fashionabilitv as such. 
Finally,, also in position 1 {haute couture) the name of the couturier stands central, 

noo Haute couturehrands represent only a ven' small segment of the market, but have in-
creasedd their importance when couture was extended by the readv-to-wear designer 
brandss mentioned above. 

()ff  course not all brands manage to achieve - or maintain - the same level of popu-
larityy among consumers, and therefore, not all brands put suppliers in such stronger 
bargainingg position. Successful branding involves a considerable marketing effort. 
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andd the ainhtv to (continue to) develop popular clothing lines. Many mauufactuicis 
brandss are hardly known bv consumers, and as a result provide only a relatively an-
onymouss label with a clothing line. On the other hand, in an attempt to counter the 
influencee of manufacturers' and designers' brands retailers themselves have intro-
ducedd brands'' under which they sell clothing (for instance Marks&Spencer or C&A) . 
Inn both these cases the position of the supplier is usually weaker. Examples of such 
brandingg are usually situated at the market segments of position 3 and 5. 

Inn summary, this leaves me with the following indicators for the dependency between 
retailerss and suppliers: 
ƒƒ Involvement of the retailer in manufacturing activities. This encompasses owner-
ship,, but also other contractual modes through which a retailer extends its activities to 
thee creation of value added realised in production activities. The more a retailer is in-
volvedd in the manufacturing process, the higher the degree of dependence of suppliers 
onn the retailer, and the smaller the supplier's bargaining power. 
22 Strategic nature of the product. This encompasses two interrelated issues. On the 
onee hand there is the differentiation between the contract market and the brand mar-
kett for clothing. In the brand market producers make clothing with a brand name, 
whichh is either developed by the manufacturer or the retailer. Through manufactur-
ers'' brands that are popular among consumers a supplier can strengthen its bargaining 
positionn versus retailers. In the contract market suppliers work 'on order', producing 
clothingg according to the specifications set by retailers or wholesalers. The more fash-
ionablee these products are, the more requirements retailers ask from producers. Simi-
larly,, the less fashionable these products, the larger the alternatives of supply and the 
moree the competition on costs. 

Inn figure 4.3 I describe these indicators for bargaining between a retailer and suppliers 
alongg the lines of the dependency scale developed by Ruigrok and Van Tulder. 

Positionn a. represents the situation where suppliers and retailers are relatively inde-
pendentt from each other. The suppliers have set up their own distribution channels 
throughh which they market their product to consumers, and are therefore not de-
pendentt on other retail channels for this. 

Sincee this downward extension of activities involves high investment and accord-
inglyy risk, many producers prefer to franchise their brand to specialised shops that 
onlyy sell clothing from their firm (position b.). The risk of incurring loss therefore lies 
withh the shop owner, whereas the producer is charged with supply and marketing of 
thee garments. In this situation the shop owners are strongly dependent upon the man-
ufacturer,, which explains the position of this bargaining relation in figure 4.3 as one 
off  independence with influence for the manufacturer, and compliance by the shop 
owner.. Branded clothing firms like Benetton or Levi Strauss have undertaken such 
strategies.'4 4 
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FIGUREE 4.3 Dependency relations between retailers and suppliers 

positionposition of supplier: 

independentt independent interdependent dependent dependent dependent 

w i thh with w i thou t w i thout 

influencee influence influence autonomy 

tt 1| n_ 1| _._|j 1 1 , 

attitudeattitude of core firm: 

co-operat ionn or compliance coalit ion direct control structural ownership 
compet i t ionn control 

-- supplier sells through its own retail outlet (a.) 

-- retailer is franchiser of supplier's brand (b.) 

-- supplier sells its top brand to retailer (c.) 

-- few suppliers make retailer's brand (d.) 

-- supplier sells its regular supplier's brand to retailer (e.) 

-- many suppliers make retailer's brand (f.) 

-- supplier of low-quality fashionable clothing, 

contractt market (g.) 

-- supplier of less fashionable mass 

garments,, contract market (h.) 

-- subcontractor to supplier, 

contractt market (i.) 

-- retailer owns 

supplierr (j.) 

Evenn if a manufacturer does not distribute its product via its own controlled distribu-
tionn channels, it can still have relatively large leverage over retailers through its brands. 
Somee manufacturers' and designers1 brands are so fashionable, and have such large ap-
peall  to consumers 'over the heads' of retailers, that retailers almost cannot but include 
themm in their collection. This often is the case in the designers' brands section of the 
sector,, but also for top brands like Benetton, Inwear or Esprit. Especially if such brand 
manufacturerss also dispose of their own retail outlets, they stand in a strong bargain-
ingg position versus retailers. Levi Strauss again stands as a good example. Small retail-
erss in this stand at an even more dependent position than larger ones. This is repre-
sentedd by position c. 

Thee influence of producers is much less in position d. In this part of the branded 
market,, the brand is developed by the retail formula. Only large retailers are able to do 

1122 so, although buying combinations of small retailers might develop their own brands 
too.. In theory of course, the retailer could have its brand produced bv whoever it 
wantss to (which is the case in position f) . Eor reasons of quality or security of delivery 
somee retailers choose to have only a small number of large manufacturers to take care 
off  their produce (for instance Marks&Spencer). Because of the limited number of 
supplierss and the often long-lasting co-operation, this kind of bargaining could be 
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conceivedd of as a coaiiuun, although die supplier 's position is much wcdKci" than m 
thee above mentioned situations. This is especially the case if the costs and risk tor re-
tailerss to stop such relations with suppliers are small, and the control they have over 
theirr suppliers therefore as a result is larger. 

Thiss is even more the case for another part of the branded market, where retailers 
buvv relatively lesser known brands of manufacturers. Since there is an increasing num-
berr of manufacturers that offer such brands, which are at the same time less known by 
consumers,, this leaves manufacturers somewhere in between a position of coalition 
andd dependence with influence. From a large retailer's perspective the leverage over 
supplierss increases towards control. However, frequently the retailers that buy such 
garmentss are small retailers. Many of these smaller retailers have less of this leverage 
andd accordingly are more situated in the coalition part of figure 4.3. 

Inn the situation where retailers have their brands produced by a large number of 
competingg suppliers, direct control exists by retailers. C&A for instance spreads its own 
brandd production over such a large number of suppliers that none of them has any 
influencee over the retailer (position f.). 

Att position g. we enter the contract market, where the number of (possible) sup-
plierss only increases and, depending on the involvement of the retailer in the produc-
tionn process, the dependence of the supplier subsequently increases. As described be-
fore,, this involvement of retailers ranges from specifications on design, to instructions 
onn management and the further organisation of the production process, and quality 
controll  in the producing firm by the retailer. An extremely important aspect of this in-
volvementt of retailers has to do with the conditions set on speed, and frequency of de-
livery,, and the ordering pattern. These combined aspects lead to a level of dependency 
wheree the retailer almost completely determines what is produced, how production 
takess place, and, since there are still a vast number of suppliers willin g to do the job, to 
aa lower and lower profit margin for suppliers. The large retailers are especially able to 
extendd their activities towards control over the production process. Small retailers 
hardlyy have this opportunity, although in buying combinations their capacity to do so 
increases.. Position g. encompasses domestic contract-clothing firms as well as foreign 
supplierss producing under OPT arrangements. 

Att position number h. the relations between retailers and producers are com-
pletelyy dictated by costs. This is the segment of the clothing market that is mostly a 
buyers'' market, where there are so many suppliers of these less fashionable, lower 
qualityy garments that margins for producers are extremely low, and due to the high 
levell  of competition, extremely volatile. 

Thiss lower profit margin of suppliers stands as part of the explanation of position i. 
Att such high levels of dependency on the retailer, suppliers might find it hard to per-
formm the totality of production themselves, and therefore start subcontracting to even 
moree marginal contract firms. These subcontracting firms of course are confronted 113 

nott only with the same dependency as the suppliers that subcontract to them, but 
standd under even more structural control by the retailers." 

Finally,, at position j . suppliers have ceased to exist as an autonomous entity, and are 
partt of the core firm. Suppliers in such cases have lost their bargaining power completely, 
sincee they are now subjugated to the hierarchy of decision making in the core firm. 
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ChangesChanges in the bargaining between retailers and suppliers 

Figuree 4.S represents a scale of dependency along which relations between a retailer 
andd suppliers can be classified. However, it can also be read as a scale along which 
changess in these relations over time can be indicated. When the Dutch clothing in-
dustrvv developed in the 19' centurv much of what happened in the sector was in the 
bottomm right and top left of the figure: a low division of labour, and a vertical integra-
tionn of production and distribution. Hither retailers set up production facilities them-
selves,, or producers started selling garments, which left both of them independent 
from,, though in competition with one another. I he history of the clothing industry 
thereafterr involved an increasing division of labour, corresponding with different pos-
itionss in figure 4.3. 

Withh the development of a modern clothing industry in the 20' centurv, and es-
peciallyy after the Second World War, retailers and manufacturers had become more 
detachedd from each other {I .ash & L'rrv 1994: i " ) . Retailers withdrew from the manu-
facturingg of clothing, although some retailers maintained production in the Nether-
landss tip into the 1970s, l'&c: withdrew from production in the early 1970s (Scheffer 
1992:: 154). C:&A in the 1970s still employed around 1,000 workers in 7 production 
plants,, and made these plants independent in the mid 1980s (Smit & Jongcjans 1989). 
Evenn though large retailers and department stores had grown in importance, the typ-
icall  retailer was still relatively small in size, buying its two yearly collections at the 
manufacturerr or wholesaler. Over 80 percent of orders involved prc-orders, enabling a 
relativelyy long and stable production cycle (Corporate Intelligence 1997a). Manufac-
turerss for their part developed into relatively large integrated producing firms, making 
largee quantities on stock to sell directly or via wholesalers to retailers. The relatively 
slowlyy evolving fashion cycles meant that manufacturers had ample time to produce 
andd deliver their collections. Apart from the (small) market for top brands this rela-
tionn between retailer and supplier is best pictured by position e. in figure 4.3, where 
thee two are largely interdependent and work together. As a matter of fact, the Dutch 
clothingg industry did not focus on such top brands, concentrating on the less fashion-
ablee segments of position 4, and more so on 5 and 6. 

Thiss mterdependencv changed from the 1960s onwards, reflecting three develop-
ments.. First, a concentration process of retailers took place. As pointed out in section 
4.2,, a small number of large retailers captured an increasing share of the market for 
clothingg in the Netherlands. This increased the bargaining power of these retailers over 
theirr suppliers. Secondly, the still relatively mass nature of demand — enabling long 
leadd times of supply- in combination with increasing possibilities for foreign sourcing 
-- due to a liberal trade policy (see 4.-) and the emergence of new exporting countries 
(seee 5.2) - opened up new alternatives of supply for Dutch retailers. Finally, the rising 

1144 wage levels over the 1960s led to increasing costs for Dutch clothing producers. At-

temptss to reduce the labour intensity of clothing production via labour-saving technol-
ogyy were relatively unsuccessful. In fact the clothing industry bv 1964 managed the 
lowestt investment in R & D as a percentage of value added (0.4 percent) of Dutch in-
dustryy (Van Zanden & Griffiths 1989: 226-227). Upgrading production into the more 
fashionable,, branded market segments had littl e success either, due to the relatively 
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smalll  size of the Dutch market. I he traditional outlook of many of tlu Luiii'v-owncd 
Dutchh clothing producers also hampered such upmarket innovation. The main strat-
egyy used bv Dutch suppliers in fact involved the subcontracting out of labour-intensive 
activitiess to other firms, in the Netherlands and increasingly abroad. In terms of figure 
4.33 this meant that instead of co-operation, bargaining resulted in an increase in the 
controll  of retailers over Dutch suppliers, as in position e. and h. The growing number 
off  subcontractors operated in the very dependent situation of position g. In the words 
off  Ram et al. (1999: 8), '[tjhis increase in subcontracting is largely the outcome of retail-
ers'' attempts to minimise risk and uncertainty to which they are exposed, by passing 
thee risks and costs of production "backwards" onto their suppliers'. 

Suchh development also meant that opportunities developed for a wide range of 
intermediatee actors. The increased possibilities for imports led to a growth in the role 
off  trading firms. Also traditional wholesalers plaved a role m selling garments to small 
retailers.. Moreover, since many producers started subcontracting out large parrs of the 
productionn process, they themselves also adopted more and more a wholesale instead 
off  production function. 

Whilstt the basic setting of bargaining in the 1970s was in many ways similar to the 
patternn discussed for the 1960s, changes in demand modified the picture/' Instead of 
thee booming demand conditions of the 1960s, under the influence of the economic 
recessionn demand for clothing in the 1970s stagnated, and this, in fact, continued up 
untill  the mid 1980s. This caused increasing competition among retailers, leading again 
too a further concentration of the retail market. The small independent retailer saw 
itss market share reduced from 70 percent in i960 to 61 percent in 1970 and 53 percent 
inn 1980. An important element of this competition involved competition on price 
(Nienhuiss & Pleijster 1986a: 17). Newly established discount chains increased competi-
tionn for the existing large retail chains at the bottom end of the market (position 6), 
increasingg their market share from 2 percent in 1970 to 6 percent in 1980 (Liesker 
1989a).. Part of the reaction bv the large retailer was to set up discount chains themselves 
(C&AA with Marca, Macintosh with Superconfex and v&n with Kien, all in the early 
1980s).. Dutch suppliers found it virtually impossible to compete for such market seg-
ments,, leading to an upsurge in low-priced imports, and a disappearance of numerous 
Dutchh firms. Even though imports involve a relatively low contractual level of control, 
thee low strategic nature of the product still accounts for a strong dependency of such 
foreignn suppliers on retailers. On the dependency scale such supply figures at a position 
off  structural dependence on retailers (position h.), due to the fierce cost competition 
andd abundant alternatives of supply. Since retailers started to organise these imports 
themselves,, this also had a negative impact on the position of intermediate firms. 

II  hese worsened demand conditions and increasing cost competition placed both 
largee and small retailers, //«^/suppliers in a dilemma. I o maintain their margins they 115 
hadd to find new wavs to distinguish themselves from each other. From a supplier s 
perspectivee branding turned out to be an important strategy in this, brands had be-
comee more important over the 1970s, but especially in the mid 1980s became more 
popular.. This included not only the manufacturer/distributor brands like Benetton, 
Kookai,, Naf Naf, Esprit, L.acosta and MKXX , but also manufacturers' brands like Levis. 
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Mostt of these branded clothing suppliers were not or Dutch origin. In the second hair 
off  the 1980s a number of" designer brands came to the fore, in response to a wave of 
neww 'neatness' and vuppy culture (Jansen 1991: 327; see also 5.2). Through these 
brands,, manufacturers managed to increase their leverage over retailers. In its furthest 
reachingg form this encompassed manufacturers setting up their own retail chains or 
franchisee chains. Firms like Levis, and Benetton successfully managed to do that. As 
suchh they were able to profit from the substantial difference between wholesale and re-
taill  prices - a mark up of over 50 percent (Appelbaum & Cereffi 1994: 52). Still this 
phenomenonn was not that widely spread: at the end of the 1980s only 4 percent of pro-
ducerss had their own shop (Scheffer 1992: 155). The numerous branded clothing sup-
plierss that did not set up their own shops, generally sold their collections via small re-
tailers.. In fact small retailers redirected their collections more to branded clothing to 
obtainn a stronger position against the price competition from their larger competitors 
(Schefferr 1992: 139). In these cases again dependency of manufacturers on retailers is 
relativelyy limited, since the strong large brands hold a relatively firm position against 
thee small retailers. I his is also the case for the few large retail chains that do sell manu-
facturers'' brands, like P&C and Bijenkorf. Through the focus on brands, suppliers 
thereforee managed to improve their position, and to reduce their dependency, which 
iss represented by position a., b. and c. in figure 4.3. It was mostly international brands 
thatt profited from this development. Dutch branded clothing producers rarely man-
agedd to produce brands with such high consumer recognition and leverage over retail-
ers.. In fact, since smaller retailers more and more started co-operating in buying 
groups,, the relative position of these branded clothing suppliers deteriorated rather 
thann improved, as represented by position e. 

Too counter this competition from both cheap clothing discounters and manufac-
turerss brands and boutiques, large retail chains had to revise their strategies. They did 
thiss in three ways. Firstly, in order to distinguish themselves more prominently from 
theirr cheap competitors, they started to upgrade their collections and shop formula 
(Schefferr 1992: 119-121). The Bijenkorf for instance in 197s started such a campaign to 
upgradee its collection, focusing more on lifestyle products and using shop-in-shop 
formulaa for the manufacturers' and designers' brands sold. This upmarket focus in the 
bleakk demand conditions of the early 1980s turned out to be problematic. The popu-
larisationn of the collection after 1983 led to a strong recovery (Jansen & Witte 1989). 
Alsoo C&A started an upgrading process in 1985-86 (Burger 1996: 22). Large retailers 
alsoo started setting up their own boutique like chains, P&C in 1976 started the Mac& 
Maggiee chain, C&A transformed some of its Voss shops into the boutique like chain 
Foxyy Fashion (Scheffer 1992: 119-121). Bijenkorf in 1984 set up the Amici chain. 

Secondly,, in response to the success of manufacturers brands, large retailers intro-
ducedd private labels. Such private labels were meant on the one hand to improve con-

1166 sumers' recognition of the collections, and on the other hand to undercut manufac-
turers'' brands, since the retailers private labels were sold at lower prices than the 
manufacturers'' brands. Bijenkorf in 1983 introduced its private label, C&A in the early 
1990ss had as many as 16 own brands. Chains like Hij also focused on these own 
brands.. Retailers' brands were more important in men's wear than 111 women's wear. 
However,, with the increasing popularity of high profile manufacturers' and designers' 
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brandss in the second half of the 1980s, these retailers' brands ran into problem:». The 
retaill  brands had been presented too much as cheap alternatives, making them less 
popularr once clothing demand recovered after 1984. In reaction, the large retailers 
startedd to upgrade their private labels in the second half of the 1980s (Sloot & Bouman 
1994:: 2-3). v&D particularly experienced serious problems, and started a reorganisa-
tion,, concentrating more on its core activities, and upgrading its collection (Miellet 
1993:: 97). Private labels obtained a market share of all retailing of around 20 percent 
(Nijssenn et al. 1997).' 

Thirdly,, in order to make their collections more attractive to consumers and to 
increasee sales, large retailers increased the number of seasons of their collections. If at 
thee beginning of the 1980s, retailers presented only 2 seasonal collections per year, at 
thee beginning of the 1990s this has risen to 6 or 8 (Scheffer 1992: 137; Zeldenrust & 
Vann Eijk 1992: 12). However, as Scheffer (1992: 127) rightly points out, this develop-
mentt should not be overestimated and was not present in every segment of the cloth-
ingg market. Around 1990 reactualisations of collections only accounted for 30 percent 
off  total clothing sales. Mink Rath (1994: 144) points out that in the early 1990s 
women'ss wear had six seasons, but men's wear only four. Moreover, even if an increase 
inn the number of seasons did take place, by the second half of the 1980s retailers had 
managedd to include the multiseasonal collections in longer planning cycles. 

Thesee retail strategies led to higher turnovers in the second half of the 1980s. They 
hadd important consequences for suppliers, in the contract market as well as for the 
producerss of private retail labels. Firstly, the growth in retailers' brands for suppliers 
ledd in some cases (for instance Marks&Spencer) to a more stable relation with sup-
pliers.. To maintain a constant quality of supply this retailer entered into long term re-
lationss with a small number of suppliers. For a firm like c&A, however, this was much 
lesss the case, C&A relies on an arm's length approach with a large and changing num-
berr of suppliers (Scheffer 1992). Since retail brands are sold at lower prices than well-
establishedd manufacturers' brands, supplying retail brands according to McGoldrick 
(1990:: 249) means that suppliers are faced with a decrease in margins of up to 20 per-
centt when supplying retailers' brands as compared to their own brands. Moreover, the 
upgradingg of retail brands in the second half of the 1980s meant that suppliers were 
facedd with increasing demands as to quality (Audet 1996). Scheffer (1992: 145) found 
thatt 64 percent of Dutch clothing producers experienced higher quality requirements, 
822 percent experienced pressure on delivery times, 67 percent pressure as to increasing 
thee number of seasons and 64 percent in reordering. In terms of figure 4.3 this meant 
thatt suppliers were increasingly placed in the controlled position f. Secondly, as to the 
contractt market, the increasing number of collections meant that strong emphasis was 
placedd on re-ordering and deliver}' terms. The nature of ordering changed accord-
ingly.. If in the mid 1980s 75 percent of orders by retailers still involved pre-orders1" 
(Nienhuiss & Pleijster 1986a: 77). by the end of the 1980s this had been reduced to 45 117 

percentt (Rogier ei al. 1992: 47). For wholesalers this meant that they were forced to 
takee over some of the stock keeping so as to make quick re-ordering by retailers pos-
sible,, increasing their risks and vulnerability. 

Accordingg to Scheffer (1992) until the mid 1980s retailers had to rely on domestic 
supplierss to have the requirements of quick response fulfilled, whereas later in the 
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1980ss (and 1990s) nearbv producing countries could he used as a source of supplv. I 
wouldd argue that when the considerable number of contract-clothing firms in Am-
sterdamm later in the 1980s and in the earlv 1990s are taken into account, it can be con-
cludedd that up until that period some nearbv domestic suppliers were indeed neces-
sary.. This implies that until approximately the end of the 1980s, domestic contract-
clothingg suppliers faced relatively littl e competition from foreign nearbv suppliers, 
whichh made their position stronger than after that period. From the end of the 1980s 
onwardss both these (domestic and nearby) suppliers were submitted to a more and 
moree structural control bv retailers, which is represented bv position h. of figure 4.}. 
horr domestic producers, this dependency increased all the more through the com-
binedd effect of their large increase in number, the increasing competition from nearbv 
countries,, and the improving logistic capacities of retailers to combine short-cvele 
fashionn with imports. Amsterdam contract-clothing firms responded bv extending 
theirr activities to less fashionable market segments where margins were even lower, or 
too other activities all together like wholesaling, trading, drv cleaning or repair. An-
otherr response involved the increase in informal activity in order to reduce costs: 'The 
phenomenonn of black working can be interpreted as a consequence of the market 
pressuree that the clothing industry is confronted with1 (Rogier et al. 1992: 24. trans-
lationn SR). These worsened conditions resulted in a further subcontracting out of pro-
ductionn to firms occupving position i. 

II  he early 1990s again modified this bargaining pattern, which was due to the 
worseningg demand conditions. In fact the crisis in demand in the early 1990s caused 
problemss for all actors in the clothing sector, though some managed to cope with it 
betterr than others. An important difference with the demand crisis of the earlv 1980s 
wass that even with reduced spending on clothing, the fashion content remained high, 
andd turnover cycles of retailers continued to speed tip. This had to do partly with con-
sumerss wanting low-priced fashion products (Cornelese 1995: 17), but as much with 
retaill  strategies to compete with discounters as well as small retailers selling branded 
clothingg (Norensen 1995: 15). In fact the market share of discounters decreased from 
-- percent in 1990 to 3 percent in 199"7, In other words, instead of a growth in the mar-
kett segment of position 6 (as represented by the growth in discounters), position } 
remainedd important. This can best be illustrated bv the success of a newcomer on the 
retaill  market, H & M , which from 1989 onwards became an important competitor in 
thee Dutch market, H& M s focus on fashionable clothing for a low price turned out to 
bee highly successful, carving out a market segment of 3 percent of total sales and 40 
shopss in eight years (De Blaauw 1998). It manages to renew its collection even- few 
weeks,, with a Central European buving policv. 

Otherr large retailers had to adapt their strategies to cope with this situation, first 
off  all, for large retailers the recession in demand also led to problems, C&A for instance 

n88 was forced to close a number of its shops. Competition from chains like H& M meant 
thatt they had to speed tip their turnover cycle, whilst at the same time compete on 
qualitativee terms with manufacturers' brands, v&n went through a reorganisation, 
concentratingg more on its core activities and improving logistics, which enabled its 
departmentt stores to make profits again by 1994. It focused less on 'cheap and muclf, 
andd more on Mess and better'. C&A in early 1990s had a selling evele of 6-8 weeks 
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(Schetterr 1992: 12-). if Schetter for the Ian- uiXos could maintain that quick response, a 
highh turnover of collection and increased fashionabilitv were onlv of limited import-
ance,, from the early 1990s onwards these became an integral part of clothing retailing. 
11 his of course had consequences for the relations of retailers with suppliers. 

Audett (1996) in an analysis of the global clothing industry distinguishes six aspects 
off  the way the relations of retailers and suppliers changed in the first half of the 1990s. 
First,, retail concentration continued, especially in the continuing co-operation be-
tweenn small retailers and in the mergers of the large ones (see 4.2). Second, re-ordering 
stronglyy increased. In the mid 1990s 50 percent of orders were quick response (Cor-
poratee Intelligence 1997a: 84). Third, order-delivery cycles were shortened from 15-22 
weekss to 2-8 weeks. As Easey (1995: 15) points out 'this has forced suppliers to manu-
facturee shorter runs of garments with higher design and fashion content'. Fourth, 
batchh sizes were reduced in the process. Fifth, some clothing producers instead of con-
centratingg on production moved into importing. And finally, consultation between 
supplierss and retailers increased on quality issues. 

Clearly,, all these developments point at growing demands placed by retailers on 
theirr suppliers, that is, to an increasingly controlled position of suppliers. According 
too Keh and Park (1998: 103) in the clothing sector '[tjhere is evidence of distributors 
exercisingg their power by shifting costs on to manufacturers, who would not otherwise 
havee incurred these costs. Among other things, the distributors place almost impos-
siblee logistical demands: Specifying information to be printed on labels, a particular 
shippingg box and delivering only on certain days. Manufacturers who violate these 
ruless run the risk of incurring monetary penalties'. Such an observation also applies to 
thee Dutch situation. For the domestic contract-clothing firms in particular this devel-
opmentt turned out to be extremely problematic. Their increase in number, in combi-
nationn with the growing ability of retailers to combine imports and quick response, 
thee ongoing possibilities for subcontracting to Eastern Europe and the Mediterranean 
audthcaudthc strong drop in clothing demand, meant that they lost much of their economic 
viabilityy after 1992. As argued in section 2.4 they extended their production to less 
fashionablee market segments (position 6), with even lower margins. Their rapid de-
clinee after 1992 in part has to be understood from this perspective." In fact the operat-
ingg result of all Dutch clothing suppliers in 1994 was -0.1 percent of turnover (against 
ann 8.8 percent result for retailers (Corporate Intelligence 1997a)). Rogier et al. (1992: 
24)) for this period point to a squeezing of suppliers bv retailers. As to figure 4.3, sup-
plierss in the contract market more and more were placed in a very dependent position 
vis-a-visvis-a-vis retailers, in the bottom right of the scheme. 

Onee of the ways through which the quick-response supply was incorporated in 
retail-supplierr relations was via new information systems like HDI (Electronic Data 
Interchange),, and KAN barcodes. Such systems enable information on sales to be im-
mediatelyy passed on to suppliers. Suppliers then can respond swiftly to changes in de- 119 
mand,, minimising stock at both the retailer and the supplier. Ideally this leads to 
'postponedd manufacturing', that is production on demand (Van Hoek 1998). 
Benettonn is probably the archetype of such technology in clothing, and manages a 12 
dayy delivery cycle to all of its 7,000 worldwide stores (Benetton 1994: 156). The lead-
ingg British clothing manufacturer Coats Viyella managed to reduce the time needed 
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forr delivering orders from 6 weeks to 2 weeks due co HDI ( 'Ihe Economist, 18 february 
1995:: 81). MF.xx delivers ren times per year to its selling points via HDI (Eangenberg 
1998).. Bv 1994 v&D has managed to limi t the time that goods are on stock to 36 hours, 
duee to large investments in such information technology. According to Lafeber (1990) 
suchh information technology takes awav the information monopoly on sales from re-
tailers,, and thereby places suppliers in a stronger position. Through HDI , suppliers 
knoww immediately how much of their products are sold. It should be noted, however, 
thatt EDi in the early 1990s was far from omnipresent in the sector (De Graaf 1997), 
duee to a lack of co-operation between retailers and suppliers (see Wall et al. 1994: 191). 
Sincee information is such a powerful asset in relations between retailers and suppliers 
(Kehh & Park 1998: 104), retailers are not necessarily prepared to share this with their 
suppliers.. It was therefore mainlv the top branded clothing producers with their own 
retaill  outlets, and the larger retailers with strong control over their suppliers, that in-
troducedd such new technologies. Such information systems again lead to a bypassing 
off  intermediate actors. 

Anotherr aspect of changing retail-supplier relations was the increase in co-oper-
ationn in sourcing. c&A for instance from 1992 onwards started using a common buy-
ingg policy for its branches in different European countries, H& M buys its collections 
centrallyy for all its shops over Europe. Van Hoek (1998) points at the growth of Euro-
peann distribution centres. Internationalisation in buying not only increases the lever-
agee of retailers over suppliers through the increase in order size, but also again con-
tributess to a better incorporation of multiple seasons and short fashion cycles in 
retailing.. Through European buying policies, retailers are able to compensate for 
possiblee decreases in batch size in a more fashionable market. It places suppliers of 
clothingg further to the right in figure 4.3. Robinson and Clarke-Hill (1995: 174) argue 
thatt common buying policies of retailers affect the buying price, with the lowest price 
too any member in the buying group prevailing for the whole group. In fact, 51 percent 
off  the Dutch market (all products) was served by retailers in an international alliance 
(i99S:: 182). 

Ass to the branded clothing markets Stobart (1994: is) suggests that in the bleak 
demandd conditions of the early 1990s, branded clothing producers lost ground to up-
gradedd cheaper private labels of retailers (see also Giesen & Kranenberg 1998). 1 he 
pricee conscious consumer demanded fashion, but at a lower price." This should not 
bee overestimated. Although some private labels (like Hij ) indeed fared well, the reces-
sionn in clothing demand caused problems for private-label retailers too. I he closing of 
shopss bv C&A and p&c; stand as good examples. Some manufacturers' brands (for in-
stancee MEXX and In-Wear) in reaction have been lowered in price to be able to com-
petee with the retail labels (Cornelése 1995: 17). O t h e r- international - clothing brands 
continuedd setting up their own shops for the same purpose. In the early 1990s there 

oo were approximately 50 foreign clothing producers that sold their clothing through 
theirr own or franchised shops in the Netherlands [SRC Handelsblad, 6 March 1992). 
Americaa Today started selling cheap branded clothing (Rogaarts 1994), whereas the 
Societyy Shop, that was successful in supplying 'new neatness branded clothing in the 
1980s,, ran into trouble (Oudgenoeg 1996). In terms of branded clothing suppliers 
thee first half of the 1990s therefore saw two contradictor) trends. On the one hand a 
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growingg number of inrernarional handed producers set: up rheir own shop, and 
therebyy obtained a maximum independence form organised retailing. These Firms 
weree largely independent from the large retailers. On the other hand, due to depressed 
demandd and rising competition from upgraded retail labels, lesser brands encountered 
difficulties,, with a growing number of controlled private-label production under in-
creasedd requirements as to fashion and quality. As a result, their position deteriorated 
towardss position e. and f. 

Iff  during the first half of the 1990s branded clothing seemed to lose ground to 
retaill  brands, under the recovery of demand after 1995 manufacturers' and designers' 
brandss became more important again. In the Netherlands the Secon group is a suc-
cessfull  example of this, that produces n top brands (Grijpma 1998). Brands like Paul 
&&  Shark, Brixon, Sand, Cottonfield, and Matinique are in demand. Designers' brands 
likee Calvin Klein and Tommy Hilfiger increased in popularity, which was also causing 
moree competition for other producers, such as Levis (Hdgecl iff-Johnson 1999). Gucci 
madee an important comeback. I he number of shops linked to designers and manu-
facturers'' brands also increased. This is reflected in table 4.1 by the increasing share of 
neww shopping formula from 7 percent in 1990 to 1̂  percent in 1997. Benetton, Levis, 
Hugoo Boss, Street One, Inwear, Hsprit, Donna Karan, Max Mara, Marina Rinaldi, 
Stefanel,, Sisley, Macgregor, Rodier, Naf Naf, Kookai, Daniel Hechter, Escada, Mondi, 
Mulberry,, Scapa, and Dockers, all have their own shops in Amsterdam (Corporate In-
telligencee 1997a: 93). In France the market share of shops linked to high-profile brand 
namess rose from 12 percent in 1985 to 24 percent in 1994 (Van Traa 1999: 22-23). The 
secondd half of the 1990s therefore witnessed a renewed leverage of the designers' and 
well-knownn manufacturers' brands over retailers. 

Retailerss used different strategies to adapt to this situation. Firstly, large retailers 
startedd a process of reorientation of their private labels. The dilemma involved either 
upgradingg their private labels, or focusing more on introducing designers' brands in 
theirr collection (see De Graaf 1997). C&A for instance started a reorganisation after 
1992,, reducing the number of private labels from 20 to 12, and introducing shop-in-
shopp formula to give more profile to these labels (Spiegel 1998). p&c closed down 23 
shops,, and sold the Mac&Maggie chain in 1994. It introduced a new retail concept 
withh Anson, directed to the more luxurious market, and combining private labels with 
well-knownn designers' and manufacturers' brands (Koelewein 1998b). Amici, a KBB-
ownedd retail chain, was transformed into a clothing brand, to give it more of an inde-
pendentt status. Even Marks&Spencer - the success story of private labelling - in 1999 
encounteredd more and more troubles with its private label St. Michael and considers 
includingg designer brands in its collection (Finch 1999). I h is process of large retailers 
includingg designers' brands according to Van Rijt-Veldman (1998: 20) is widely 
spread.. It puts the strong designers' brands in a position of independence with influ-
encee over the large retailers. Some retailers have tried to increase their control by the 
takingg over of these designers' brands. The most recent example of this is the attempt 
byy the French firm LVH M - already the owner of Dior, Civenchy, Kenzo and Chris-
tiann Lacroix - to take over the Gucci fashion house. Most designers' brands do how-
everr maintain their independence as relatively small players (Versace, Armani, Prada) 
(Vann Teeffelen 1999: 51). There is a tendency for the small designer houses to become 
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partt of larger holdings (Leijendekker 1999: 12). For small retailers this development of 
coursee implies a strong increase in competition in the branded market segment. Their 
bargainingg position towards the international branded clothing manufacturers only 
becomess weaker. 

Secondly,, in the contract market, retailers continued increasing the number of 
yearlyy collections. Ten collections per vear (for Firms like H&M , Marks&Spencer, Oasis, 
Xara,, htam) were no exception (De Coster 1998b). The KBB daughter M&S after 199-
introducedd 6 seasons instead of 2 (Corporate Intelligence 1997a: 84). This only rein-
forcedd the tendency, witnessed in the First half of the decade for retailers to increase 
theirr control over their suppliers. In table 4.2 1 summarise these developments. 

TABLEE 4.2 Relations of retailers and suppliers 

periodperiod branded suppliers 

1980-19851980-1985 - g rowth retail private 

labels s 

1985-1990 1985-1990 

1990-1995 1990-1995 

growthh branded 

suppliers; ; 

independencee f rom 

retailers s 

upgradingg retail 

privatee labels; 

increasedd pressure 

onn suppliers 

relativee slow down 

brandedd suppliers 

inn adverse demand 

condit ions s 

increasedd fashion 

contentt of private 

labels;; more control 

overr suppliers 

contractcontract suppliers 

-- emergence of contract 

supplierss for short-cycle 

fashion;; moderate 

dependence e 

-- contract suppliers 

forr short-cycle 

fashion;; strong 

dependence e 

contractt suppliers 

forr short-cycle fashion; 

strongg dependence 

integrat ingg outward 

processingg trade (OPT) 

andd imports w i th short-

cyclee fashion; 

strongg dependence 

onn retailers 

massmass market 

-- g rowth of discounters 

low-pricess suppliers 

cont inuityy of low-price 

suppliers; ; 

increasingg cost 

compet i t ion n 

increasedd fashion 

inn mass market; 

moree demands on 

suppliers s 

1995-1995- growthh branded 

suppliers; ; 

independencee f rom 

retailers s 

brandedd suppliers set 

upp own retail outlets 

upgradingg private 

labelss retailers; 

increasedd pressure on 

suppliers s 

integrat ingg OPT and 

importss w i th short-

cyclee fashion; 

strongg dependence 

onn retailers 

increasedd fashion in 

masss marked-

moree demands on 

suppliers s 

declinee discounters 
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Conclusion Conclusion 

Thee history of bargaining herween retailers and suppliers or clothing is a history or 
polarisation,, where a group of suppliers more and more has come under the structural 
controll  of organised retailing, whilst some branded producers have maintained their 
independencee from retailers, and established some influence over retailers, via their 
consumerr appeal. The drop in demand for clothing trom the 1970s until 1985 led to 
increasedd competition on the market by discounters, who, via imports, managed to 
findd suppliers at extremely low prices. At the same time, some branded producers 
extendedd their sales to the Dutch market via small retailers. Since fashion cycles slowly 
becamee shorter, large retailers searched for suppliers that were both flexible enough 
forr multiple season ordering, and cheap enough to compete with imports. The Am-
sterdamm contract-clothing firms, and later, the suppliers from nearby producing 
countries,, occupied this position. They were placed under increasing strain as to deliv-
eryy terms and in periods of receding demand, as in the early 1990s, to low margins. 
Whereass the branded clothing producers over the 1980s and 1990s more and more 
openedd their own retail outlets, the increased re-ordering and in the number of sea-
sons,, meant that in the contract market, suppliers became more and more dependent 
onn large retailers. For both market segments counts that intermediate actors were 
increasinglyy placed in a vulnerable position. 

4.44 Bargaining with consumers 

'' Costly thy habit as thy purse can buy, 
ButBut not express 'd in fancy; rich, not gaudy; 

ForFor the apparel oft proclaims the man.' 
{Shakespeare,, Hamlet 1,3) 

Probablvv the biggest difference between the bargaining arena of a producing firm as 
comparedd to a that of retailer, is, that a retailer sells its product not so much to other 
firmss but to consumers (see Easey (1995) for a discussion of fashion consumers' be-
haviourr from a marketing perspective). This brings with it some extremely important 
consequencess for the modalities of bargaining. First, bargaining with consumers dif-
ferss because of the sheer number of consumers as compared to dealing or distributing 
firms,firms, and the variations between these consumers. Compare the buyer of an Armani 
suitt at a specialised shop with the buyer of a pair of socks at C&A . I here are no identi-
fiablefiable 'partners' of the retailer, as, say, the dealers of the producer. At best, a retailer 
cann target specific consumer groups, though they are not so homogenous in nature 
either.''' 123 

Second,, the motivation of consumers to buy is different from that of dealers or dis-
tributors.. (Consumers are not buying so as to create value added or profit, they buy to 
consume.: ;; This makes them different actors than firms. In economics, the motiv-
ationn of consumers to consume is a relatively unexplored area, being reduced to the 
maximisationn of so-called utility . The assumption is that consumers behave rationally 
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inn satisfying their hierarchically ordered needs so as to maximise utilit y with the lim-
itedd budget at their disposition. The market works as a clearing mechanism between 
profitt maximising retailers and utility maximising consumers, and leads to the price of 
thee commodity. Utilit y as such, remains an abstract concept. Critics have argued that 
whatt represents the value of a commodity to a consumer not only has to do with its 
usee value (its 'practical' value as a useful object) or exchange value (its value in the mar-
ket)) but also with symbolic value attached to it (Douglas & Isherwood 1996; Fine eV 
Leopoldd 1993; bee 199^)/' In the case of clothing, such symbolic value is connected to 
fashionn or shops, which makes the assumption of hierarchically ordered preferences 
forr clothing along lines of utilit y less realistic. Ernst and Van der Valk (1988a: 7) em-
phasisee the perception of shops and brands as an important factor in consumer motiv-
ation.. I wil l come back to this later in this section. 

Third,, the mechanisms through which a producing firm can exercise power over 
itss dealers strongly differ from the possibilities a retailer has in influencing consumer 
demand.. No matter how much fashion or social pressure influence consumers to wear 
specificc kinds of clothing, in the end a consumer is free to decide to conform her- or 
himselff  to this. At a risk of stating the obvious, a retailer does not 'own a consumer, 
norr does a consumer have contractual obligations towards the retailer (apart from the 
actuall  act of buying). These are, as I have indicated in the previous section, important 
indicatorss of dependency in the relation with suppliers. 

Hnallv,, bargaining between retailers and consumers differs from that of a produ-
cingg core firm with its dealers because a retailer is a service firm. Central to the defin-
itionn of the service sector is that the 'production' of a service in geographical terms is 
closee to the 'consumption' of a service. Whereas, in theory, dealers of producing firms 
cann be as far away from them as they want, retailers have to locate in, or close to, 
centress of consumption. " I wil l come back to this in section 4.9, where I wil l discuss 
thee geographical configuration of production. 

Becausee of these differences it is important to specify what bargaining between 
retailerss and consumers is about, and in what ways retailers can have leverage over 
consumerr behaviour. An important starting point in this is that retailers have littl e 
meanss to increase the overall level of spending on clothing. ' The main determinant of 
clothingg sales - the total level of spending bv consumers - is even largely exogenous to 
retailers,, spending being dependent on income-generating activities bv consumers, 
andd as such on developments in the economy at large. Also part of clothing expendi-
turee consists of 'necessities', with low income or price elasticity of demand, and littl e 
possibilitiess for influence bv retailers. Kven the share of clothing in total spending is 
nott an easily targeted goal for retailers.' In industrialised countries there is a structural 
tendencyy for the share of clothing in total consumption to decrease. In the Nether-
landss over the last 20 years the share of clothing in consumer spending has decreased 
fromm 11.3 percent in 1970 to 6 percent in 1998 {DetailhandelMagazine42 (1998) 9: 21). 
Consumerr budgets have been reshuffled to the benefit of, for instance, travel, and to 
thee detriment of clothing. 

Too counter this, there has never been much enthusiasm among clothing retailers 
(andd producers) to start a combined advertising campaign to increase the overall level 
off  clothing sales, as has already been successfully accomplished in the Netherlands by 
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hairdresserss and florists (Van Rijt Velrman 1998). Large retailers refused to join in 
thee campaign begun at the end of 1996 by the Dutch retail association MITF.X, which 
aimedd at stopping the decreases in clothing sales in the first half of the 1990s (f-'t-M, 24 
Septemberr 1998). There has also been a combined promotion campaign bv Dutch 
knitwearr producers called Knitting Holland. In general, neither clothing retailers nor 
manufacturerss spend much on advertising (retailers approximately 2.5 percent of 
totall  sales, producers 0.8 percent (bine & Leopold 1993: 224)).'" The total amount 
spentt on advertising outerwear in the Netherlands in 1996 amounted to just under 30 
millio nn guilders (Corporate Intelligence 1997a: 91), of which two thirds was spent on 
magazines.. The basic dilemma in the bargaining between retailers and consumers 
thereforee is that retailers have relative/}1 few means to increase the overall level of clothing 
consumption. consumption. 

Doess this implv that retailers have no means at all to influence consumer demand, 
orr alternatively, that consumers are completely free and uninfluenced in their dress 
behaviour?? I would answer these questions with a clear no. On the most basic level, 
unlesss consumers are able and willin g to produce their own clothing, in the short 
termm thev are dependent on what is on sale at retailers. Moreover retailers undertake 
alll  different kind of actions to seduce consumers into specific buying behaviour as to 
whatwhat to buy and whereto buy it. What it does imply, however, is that the main pur-
posee retailers have in influencing consumer spending lies in the competition with 
otherr retailers." Since overall clothing sales are hard to influence, much of retailers' 
activityy is aimed at distinguishing themselves from other retailers and thereby trying 
too increase sales at the expense of those other retailers. For example, in response to the 
successs of small boutiques in clothing sales since the late 1960s, large retailers have 
startedd chains of smaller shops (Mac&Maggie, Foxy Fashion) in order not to lose 
groundd to the trendy boutiques. The growth of discount retailers in the 1970s and 
earlyy 1980s in response to the economic crisis was aimed at attracting consumers from 
otherr retail formula by offering low prices (Nienhuis & Pleijster 1986a: 5). Retailers 
off  more classic outerwear for their part emphasise the quality of their product as well 
ass the service in shops. If, in the 1990s, v& n starts a marketing campaign in which it 
presentss itself as a more upmarket department store, its aim is not so much to boost 
overalll  consumer expenditure on clothing in department stores, but rather to try to 
capturee part of the market share catered for by its competitor KBB. The success story 
off  H& M has nor so much been the opening up of a new market of consumers, but 
ratherr to offer cheap fashionable clothing in relatively large shops that compete with 
existingg boutiques on price as well as with less fashionable clothing retailers like C&A 
onn fashion, C&A sticks to the slogan that 'it is still cheaper', meaning cheaper than 
otherr retailers. 

Inn the context of this competition between retailers, bargaining between retailers 
andd consumers and the dependency of consumers on a specific retailer can be seen as 
thee success or failure of a retailer to tie consumers to it. To tic more consumers to it for 
aa longer term means securing a larger share of the pie of clothing sales. \ he examples 
showw that retailers try to tie consumers to them by different means. The questions for 
thiss section are then, what means retailers use to do this, and how these different 
meanss result in a different bargaining constellation between retailers and consumers, 
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andd how ultimately that leads to different degrees of dependency of consumers on re-
tailers.. It is via these means that, similar to the previous section, I want to formulate 
indicatorss of the dependency of consumers on retailers. 1 focus here on two main sets 
off  indicators. The first involves the characteristics of the product sold, or put differ-
entlyy the strategic nature of the product." This includes the price-quality content of 
thee product, the fashion content, and the use of brands. The second has to do with the 
relativee level of organisation of consumers and retailers.' 

StrategicStrategic nature of the product 

Mann needs clothes - for protection, ornamentation, or for reasons of modesty - but 
whenn can a collection of a retailer be seen as of such strategic importance that a con-
sumerr becomes a loyal customer? In analogy to the previous section, it is possible to 
interprett this strategic nature as the degree to which a consumer has the possibility to 
obtainn a product from an alternative source of supply. This is not an easy question be-
causee consumer motivation for buying clothing consists of a large number of factors, 
ass is indicated in figure 4.4.! ; 

FIGUREE 4.4 Why do people buy clothing? 

12'», , 

11 = good value 4 = size/fit 7 = unnecessary extravagance 

22 = style/fashion 5 = ethical issues 8 = washing instructions 

33 = quality 6 = want but don' t need 9 = don' t know 

SourceSource Luesby & Lewis 1996: 9. 

Centrall  to my analysis here is the question to what extent a retailer is able to tie con-
sumerss to it via its collection. I distinguish four characteristics of a product that deter-

1266 mine its strategic importance to consumers: price, quality, fashion and brands. 

PRICE E 

Firstt of all retailers compete on price. Offering garments at lower prices than competi-
torss offers an appeal to large groups of consumers. However, such a strategy of price 
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euinpcLilionn ean be a IISKY business. Cuiisuiucis MILK LU die cheap ician iuiinuia oiny 
becausee of rhe low price of its garments. If competing retailers can offer even lower 
pricess the customers group might be lost. Even more risky perhaps is the basis on 
whichh these low prices can be offered. They basically stem from economies of scale in 
buyingg and in selling. This implies that relatively large quantities of goods must be 
boughtt and offered, and that retail outlets themselves must be relatively large in size. 
Inn volatile markets, as in the more fashionable segments of the clothing markets, this 
cann lead to much unsold stock, which has to be sold against much reduced prices dur-
ingg a sales period. lying consumers on the basis of a low price therefore can be rela-
tivelyy unstable, and works best at the less fashionable ends of the market, correspond-
ingg with the market segment of position 6 in my fashion/quality table. 

QUALIT Y Y 

AA second means by which retailers try to distinguish themselves from each other is by 
thee quality of clothing in their collection. Some retailers concentrate on collections of 
aa high quality. Being renowned for good quality, often in combination with personal-
isedd service in small- or medium-sized shops, in many cases leads to a long lasting rela-
tionshipp between a retailer and consumers. This is especially the case in the more clas-
sicc segments of the clothing market, as in position 4. From the perspective of the 
retailerr there is however, always the risk that consumers are lost to (larger) retailers 
thatt offer similar quality against lower prices (see a.) or to retailers that concentrate 
moree on fashionable clothing. This brings me to the third aspect of the contents of 
collections,, namely fashion. 

FASHION N 

Fashionn constitutes a central theme in the discussion of retail power over consumers, 
andd can be considered a third means to tie consumers to a retailer. Fashion also stands 
ass a relatively important reason for consumers to buy garments in figure 4.4. To dis-
cusss this properly, I first have to enter the debate on the dynamics of fashion. Fashion 
cann be defined in two ways. In the first place it can be conceived of as a pattern of be-
haviourr by individuals, as a trend; fashion as such has to do with 'general and embed-
dedd trends in consumer taste and product designs' (Scheffer 1992:114). As such fashion 
shouldd be distinguished from fads, which are much more short-lived and individual-
ised.. Even so the term trends of course already implies change. As Wilson (1985: 3) 
states,, fashion is 'dress in which the key feature is rapid and continual changing of 
styles.. Fashion, in a sense is change'. On the other hand fashion can be conceived of as 
aa regulator o£ such behaviour. It is not 'just' the sum of acting individuals, but a steer-
ingg mechanism. Such a viewpoint of fashion of course leads to the question who stands 127 
att the steering wheel; is it still the combined individuals, or the fashion industry? 

Thesee two definitions show that fashion is an ambiguous concept, which has to do 
withh conformity as well as distinction." Conformity, because fashion can be seen as a so-
ciall  code to which consumers have to conform. 'If John Bull turns around to look after 
you,, you are not well dressed' (McDowell 1995a: 5). Not conforming to it is hard 
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because,, first, consumers are dependent on what is on offer at retailers (which to a 
largee extent is what is in fashion at a certain moment; trying to buv a pink vest in the 
summerr of 1998 turned out to be virtual!} ' impossible), and second, because not con-
formingg to fashion can bring with it social repercussions. As a manager in a large 
Dutchh firm said to me, you simply 'cannot' wear a C&A suit to the office. School-
childrenn risk exclusion from their peer group if not wearing the trainers in vogue. Of 
coursee how much people are vulnerable to these social constraints differs per age or so-
ciall  group, and does not count per se for every individual. Still the workings of fashion 
ass a regulator of dress can hardly be disputed. 

Onn the other hand, fashion is also the expression of a wish to distinction. Follow-
ingg fashion each season has to do with 'being ahead' and trendy. Whilst most people 
aree still wearing the grey of last winter, you have already bought the pastel colour top 
thatt the full colour magazines are Pilled with. Fashion as such has to do with change, 
withh differentiation. When the Kinks sing that 'he's a dedicated follower of fashion', 
thiss does not just imply he's a conformist, but also that he's wearing something new, 
whereass the others still put on their old outfit. Ibis aspect of distinction counts for in-
dividualss as well as groups. Following the fashion codes of a certain social group shows 
thatt you are part of that group (conformity again) but also that you distinguish your-
selff  from other groups with different dress codes. Fashion from such a perspective is 
moree the outcome of an individual choice.1' 

11 hese considerations are linked to the issue of who determines what fashion looks 
like,, which relates to the theoretical approaches to fashion that I discussed in section 
2.3.11 wil l briefly come back to these approaches to fashion to be able to delineate what 
aspectt of fashion is important for this chapter. On the one hand, when the distinctive 
aspectss of fashion are prominent, fashion is studied as a result of a fight for status be-
tweenn individuals trying to distinguish themselves from one another (Wilson 1985: 
So).. Veblen (1957) in the last century already analysed fashion as a result of lower 
classess emulating the dress patterns of the elite, after which this elite looked for new 
modess to distinguish themselves. The spread of fashion worked through such a trickle 
doivndoivn mechanism. Veblen argued that the elite, through fashion, expressed its ability 
notnot to have to engage in work - the leisure class - and to consume conspicuously.^ 
Upper-classs dress behaviour set the tone for imitation by other social groups, after 
whichh the upper-class avant garde chose new forms of dress to distinguish themselves 
fromm the masses.,f' If fashion in such an analysis had a negative connotation, it was cer-
tainlyy still connected to a rational individual choice. Others, like König (1973) study 
fashionn in a more positive way, as an 'individual's search for identity and meaning' 
(Lauerr & Fauer 1981: 4), providing defence against decay through a new 'ideal body' 
inn clothing (Wilson 1985: 58). In costume history dress is also mainly described as the 
unproblematicc result of choice by different individuals. The consequence of such rea-

1288 soning is that determination of fashion and of dress behaviour gets less attention. The 
conclusionn of such analysis of fashion is often that the clothing market is a buyers' 
market,, where free individuals, by their unpredictable behaviour, set the margins for 
retailers,, and a trickle down mechanism accounts for the spread of fashion. In fact, 
thiss is the approach to fashion that 1 used in chapter 2: Studying clothing purchases as 
thee outcome of choices and strategies by actors. 
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Otherss point at the correlation of fashion trends with wider economic And social devel-
opments.. Braudel (1983) connects fashion to the emergence of capitalist relations of 
productionn in the long fourteenth century. Others have pointed at the way longer 
cycless in fashion are embedded in broader cycles of civilisation (see for instance Lauer 
&&  Lauer 1981: 14-16). Gaus et al. (1992.) analyse fashion as connected to the long waves 
off  Kondratieff, showing how, for instance, the crisis of the 1970s led to the use of differ-
entt colours and designs in fashion. The wearing of a mini skirt in such analysis is the 
outcomee of structural developments. Bourdieu (1979) studies fashion as structured by 
thee different elements of what he calls habitus, where taste for clothing is connected to 
differentt elements of the social and economic status of groups of people. Wilson (1985) 
andd Harvey (1990) link the workings of fashion to the Regulation School theory dis-
cussedd in chapter 2, where again individual choice in dress is a vector of broader social 
andd cultural mechanisms. According to Wilson, the concept of 'modernity', with its 
'perpetuall  movement' as the essence of capitalist society, is essential in explaining fash-
ionn (1985: 60). Lauer and Lauer (1981: 18-19) discuss the connection of fashion to the 
Zeitgeist.Zeitgeist. This is the approach to fashion to which I wil l come back in the next chapter. 

Finallyy there are authors, often emphasising the conformist aspect of fashion, who 
aree inclined to argue that fashion is imposed on consumers: 'Contrary to the widespread 
misconception,, fashion is not an autonomous entity subject to the whims of consumer 
sovereigntyy or anv of its current euphemisms. Rather, it represents the confluence 
off  the major corporate sectors in the textile industry' (Clairmonte & Cavanagh 1981: 
209).. Gregory points at fashion and brands as attempts by producers and sellers to sell 
moree clothing at higher prices (as in Lauer & Lauer 1981: 11). Studying fashion from 
thiss angle means focusing on the interaction process of consumers of clothing with 
actorss involved in production and retailing. 

Att this point of my study, where I discuss the interaction between actors in the indus-
triall  complex for clothing, this last approach to fashion stands as central. In this latter 
argumentation,, where in a sense the manipulation of fashion is at stake, of course the 
questionn comes up as to who in the fashion industry has most leverage over fashion. 
II  find this issue particularly important because so often in the literature on fashion it is 
assumedd that consumer behaviour has become so unpredictable and individualised 
thatt firms in the clothing trade lack any means to influence consumer behaviour. Such 
aa view strongly underestimates the importance of corporate actors, not only in shap-
ingg tastes and buying behaviour as such, but also in logistically organising the provi-
sionn of clothing, and thereby exercising control over it. 

Sometimess it is argued that designers play the key role in fashion. As Wilson 
(1985:: 40) states the 'Chanel style was to become the paradigm of the twentieth-
centuryy style'. Although designers indeed continue to have an influence on fashion, in 
myy opinion retailers more and more have taken up a central role. I have four argu-
mentss as to whv, in mv opinion, retailers stand strongest in the construction and diffu-
sionn of fashion. First, as argued in section 4.2 the retail structure is more concentrated 
thann that of producers and designers, which makes them stronger actors than (most of) 
theirr suppliers, also in the fashion making process. Even if thev do not determine what 
designss are shown on the catwalk, they certainly strongly influence which of these 
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designss are used as readv-to-wear models for their collections. Since retailers' operations 
becomee more and more international in outlook thev are able to use this influence on a 
moree global scale. Second!v, thev have also directly extended their activities increas-
inglyy to (control over) the design or clothing and the development or their own brands, 
Ihevv have developed their own fashionable brands, or taken fashionable manufactur-

ers'' brands in their collection. 'Thirdly, and arguably most importantly, through their 
sales,, retailers have most direct access to information on consumer behaviour. 1 his 
saless information provides them with vital data on the pulse of fashion. Also, tnanv re-
tailerss employ trend watchers to supply them with information on future consumer 
taste.. Even if the retailer therefore does not always have the main role as the inventor of 
fashionn or as the conductor of consumer taste, it still can bind consumers to it by the 
speedd with which it makes (copies of) these fashionable garments available to consum-
ers.. Their role as an intermediary between producers and consumers enables them to 
keepp track or trends in consumer expenditure, whilst at the same time translating 
trendss in haute couture And other developments in stvle into rapidlv changing new col-
lections.. Of course this involves risk and complicates the logistics that retailers race. 
Hutt that does not mean that large retailers have not managed more and more to take 
controll  over the process. Tor small retailers, rapidlv changing fashion may have turned 
clothingg into an unpredictable buyers' market, where the whims of the consumer 
Vale';; large retailers have, by jumping on the fashion wagon as well as pushing it,' 
maintainedd if not increased their control over consumers. Finally, as indicated above, 
retailerss spend relatively more on advertising than producers, so as to actively convince 
consumerss to buy certain garments. 'This leads me to the conclusion that retailers stand 
ass the strongest players in the construction and distribution of fashion. 

Fashionn therefore is a central aspect of the strategic nature of products, and large 
retailerss stand as the actors with most control over fashion making, and in particular 
thee diffusion process. I agree with Scheffer (1992: 127) that fashion has littl e role in 
boostingg overall clothing consumption but that 'the real impact of fashion is that it in-
creasess competition between retailers and between retailers and manufacturers for 
markett share in an overall stable market'. A continuous offer or fashionable garments 
reinforcess a retailer s position towards consumers, in comparison to that of its com-
petitors.. Fven if large retailers do not fully determine what is in fashion, they are best 
situatedd to gather information on fashion, and have the logistic possibility to distrib-
utee and market what is in fashion. However, fashion for retailers also involves greater 
risk.. It means that the speed with which collections get outdated increases, and there-
foree the chance that garments cannot be sold at their full price gets bigger. Without 
wantingg to underestimate this risk, in the previous section I have indicated how retail-
erss in relations with their suppliers, more and more became able to integrate shorter 
fashionn cycles within longer planning cycles, and in fact, managed to shift the risk of 

1300 fashion towards suppliers. It is again for this reason that the conclusion is justified, 

thatt retailers are the spider in the fashion web. 
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BRANDS S 

Thee last clement of the strategic nature of clothing products involves brands. Brands 
merelyy stand as a marketing tool via which retailers (or producers) can establish a 
higherr degree of consumer recognition of their outlet. 'Brands allow consumers to 
shopp with confidence in what is an increasingly complex world' (Stobart 1994: 10). 
Fromm the perspective of the consumer, brands have a rational and an emotional func-
tion.. They help to reduce risk in buying, through known qualities of a branded prod-
uct,, but thev also fulfi l what Rie/.ebos (1994: 11-25) calls affective benefits. The 
uniquenesss of a brand means that alternatives of supply are relatively limited. Al-
thoughh brands of course can be in or out of fashion, successful branding leads to a 
strongerr position vis-a-vis consumers and competitors. As Van Veldhuizen (1991: 14) 
purss it: '[i] n international brands (...) consumer loyalty to brands constitutes an im-
portantt aspect' (translation SR). On the other hand Van Haren (1997: 59) concludes 
onn the basis of her analysis of four clothing brands that quality, price and looks were 
moree important in consumer choice than brand names as such. Only one in ten con-
sumerss is fully faithful to a brand. From the perspective of the bargaining in the indus-
triall  complex for clothing, retail brands stand as central in the analysis. In comparison 
too top international manufacturers' and designers' brands retailer brands in general 
havee not achieved the same level of consumer recognition. 

Thesee four aspects (quality, price, fashion and brands) that account for the strategic 
naturee of a product can be connected to the market segments for clothing of table 3.14 
andd 3.22. 
-- As to the market segment of position 6, here fashion, quality and branding play a 
lesserr role. The bargaining between retailers and consumers, as well as the competition 
betweenn retailers, involves price. This market is relatively predictable for the retailer, 
whichh makes it easier to obtain leverage over consumers. However, consumers are 
mostlyy tied to a retailer of such products by price, and are therefore less attached to it 
inn case a cheaper retailer comes up. Large retailers stand stronger in this than small 
retailerss through economies of scale. 

-- As to the fashionable brand market (position 2) this involves the situation where 
thee retailer sets up a fashionable brand or sells fashionable manufacturers' brands. 
Sincee such brands are widely known by consumers and popular, consumers get at-
tachedd to retailers selling the brand: 'It is not just the label or the reassuringly expen-
sivee price tag that sets the heart on Dolce - although undoubtedly a dress with a name-
iss more persuasive than one without, an arch snobbery known to anvonc who has in-
vestedd in designers' clothing ( Vogue, August 1998: 36). 1 he more a retailer monopol-
isess the sales of a brand the stronger its position in this. Of course for less well-known 

brandss or brands that become less popular the attachment of consumers is less. Such a 131 
situationn then bears more resemblance to the less fashionable mass market. 
-- As ro the less fashionable classic market (position 4), here quality seems to be more 
centrall  than fashion. Customers are attached to retailers in a stable wav. Personalised 
servicee plavs an important role. Smaller retailers are stronger in this than in other mar-
kett segments. 



MigratingMigrating enterprise mid migrant entrepreneurship 

-- In rhe fashionable non-branded marker or position 3 fashion plays an important 
rolee in tying consumers to retailers, although the attachment of consumers is less sta-
blee than in the branded market. It is mainly through the central role of retailers in lo-
gisticss that thev manage to maintain control over consumers, although competition 
fromm other retailers who manage to do the same is stronger than in the branded mar-
ket.. Although some small retailers that target a limited fashionable collection are suc-
cessfull  in this market, the logistics of reaching; and' maintaining  fashionable collec-

oo D o 

tionn requires a certain scale of retail operations. 
-- Most of the private labels of retailers do not achieve the consumer recognition of the 
internationall  manufacturers' and designers' brands, and are therefore situated in pos-
itionss 5 or 3. As to position 5, retailers compete on price with the high-quality garments 
off  position 4, whereas in position 3, they compete on price with the fashionable branded 
garmentss of position 2. For both situations it is true that offering a cheaper alternative 
underr private label can increase leverage over consumers, but that especially when con-
sumerr demand is growing, a lack of upgrading of private-label products risks losing con-
sumerss to the sellers of higher quality and higher fashionable branded garments. 
-- The fad market. This market has a high ad random character that is hard to master 
forr any retailer in the short run. It involves to a certain extent the haute coutureoi pos-
itionn 1, but also branded and non-branded garments in positions 2 and 3. Consumers 
inn this market are strongly unpredictable and therefore independent. This is the mar-
kett segment where retailers have least control over their customers. 

RelativeRelative level of concentration 

Thee dependency of consumers on retailers depends, in part, on the extent to which 
consumerss and retailers are organised. As indicated in section 4.2 a small number of 
largee retailers accounts fora high proportion of clothing sales. Next to these large retail-
erss there exists a high number of small retailers, though these retailers also co-operate 
togetherr more and more. On the other hand, consumers are relatively less organised. 
Evenn so, some consumer groups have managed to increase their leverage over retailers, 
forr instance, over standards in buying practices. In figure 4.4, 'ethical reasons' even fig-
uree as an important reason to buy clothing. Such consumer pressure constitutes an in-
creasinglyy important aspect in the relationship between retailers and their customers. 

Inn summary, as in the case of relations with suppliers, I will try to describe the relation 
betweenn retailer and consumer on the dependency scale. 1 he dependency of consum-
erss on a retailer is a function of two indicators: 
// The strategic nature of the product. As stated above here 1 distinguish different 

markett segments according to price, quality, fashion content and branding, re-
latedd to the 6 market segments presented previously. 

22 I he relative level of organisation of retailers and consumers. If retailers are large in 
sizee then the leverage of retailer over consumers is greater. Consumers are usually 
muchh less organised. If they manage to become so, thev can increase their leverage 
overr retailers. 
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FIGUREE 4.s Dependency of consumers nn rptqilprs 

positionposition of consumer: 

independent t independent t 

w i th h 

influence e 

inter--

dependent t 

dependent t 

w i th h 

influence e 

dependent t 

w i thout t 

influence e 

attitudeattitude of core firm: 

co-operationn or 

compet i t ion n 

compl iance e coalit ion n directt control structural l 

control l 

homee made clothing (a.) 

-- Clean Clothes Campaign (b.) 

-- consumer of fads (c.) 

-- consumer of less fashionable clothing at small retailer (d.) 

-- consumer of classic quality clothing at small retailer (e,) 

-- consumer of less fashionable non-branded clothing 

att large retailer (f.) 

-- consumer of less fashionable private label 

clothingg at large retailer (g.) 

-- consumer of fashionable private 

labell clothing at large retailer (h.) 

-- consumer of fashionable 

brandedd clothing at small 

retailerr (i.) 

-- consumer of fashionable 

brandedd clothing at 

largee retailer (j.) 

-- the fashion addict (k.) 

Iff  consumers make their own clothing they are virtually independent of retailers (pos-
itionn a.). Retailers may instead focus on the sales of intermediate products used in the 
productionn of clothing. In industrialised countries this home-made clothing produc-
tionn has of course decreased in importance. Few consumers still have the skill or the 
timee to produce all of their clothing/ 

Onee of the main differences between bargaining with suppliers and bargaining 
withh consumers, is that consumers in general are not so much organised. Buying 
clothingg remains first and foremost a personal and individual act. This of course-
weakenss the position of consumers versus retailers. Only rarely have consumers in the 
clothingg market successfully worked together so as to put pressure on retailers. 
Recentlyy some consumer groups have been successful in pressurising retailers to stop 
certainn buying and producing practices, for instance, regarding child labour, working 
conditionss or environmental standards. Through organisation they have increased 
theirr leverage over retailers (position b.). 

13 3 
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Inn position c. consumers are nor onlv largely independent of retailers bur also 
stronglvv influence their behaviour. This is the case when our of rhe blue fads appear, 
whichh can hardly be predicted by retailers, and are often over before retailers have 
managedd to supply the fad en vogue. 

Ass to position d., consumers of standardised less fashionable clothing are relatively 
independentt from small retailers. Competition on the garments is basically on price, 
withh littl e other attachment of the consumer to the retailer. Small retailers in this mar-
kett also experience strong competition from larger retailers who benefit from econ-
omiess of scale. Many of such small retailers have gone bankrupt over rhe vears. 

11 he small retailer that offers more classic high-quality garments is usually more 
successfull  in tying consumers to it. It enters a relation of coalition with consumers on 
thee basis of the quality of the goods on offer and the service provided (position e.). 

Largee retailers stand in a stronger position towards consumers, although for them 
too,, their leverage over consumers depends on the strategic nature of their collection. 
Largee retailers in the non-fashionable end of the market attract consumers on price, 
againstt which smaller competitors can hardly survive. Since it involves a large-scale 
operationn to keep prices low, entry barriers in this market segment are relatively high, 
whichh brings some stability in the attachment of consumers ro retailers, bven so if a 
neww competitor manages to offer clothing at an even lower price, rhese retailers risk 
losingg their clientele (position f.). 

Somee retailers have developed their own private labels to try to tie consumers to 
them.. In position g. such private labels have a relatively low fashion content, and not 
soo strong a leverage over consumers. 

Inn the more fashionable market the leverage over consumers is even greater. By 
offeringg more and more collections a year, these retailers enable consumers to follow 
fashion,, against a lower price and over a longer term than small retailers can. They use 
theirr logistic skills to keep up with fashion, and contribute to the wider availability of 
fashionn in the marker. Less than the producers of fashionable branded goods, thev are 
ablee to tie consumers to a specific product. I hev have to 'keep up' with fashion to 
maintainn their appeal ro consumers (position h.). 

Inn the fashionable branded market, small (position i.) as well as large (position j.) 
retailerss increase their influence over consumers. I hev benefit from the appeal of the 
brand,, and of course have to invest in advertising etc. ro maintain that appeal. Since 
largerr rerailers in many cases manage ro include a variety of these brands in their col-
lections,, the risk that a certain brand loses its appeal for them is less than for their 
smallerr competitors. Also, rhe less well known the brand, the less the control over con-
sumers.. In rhis case of retailers owning private labels, such leverage is usually less, and 
lesss stable since it is based more on price competitiveness, and less on quality. 

Att the far right of the scale there is the 'fashion addict', the consumer that 'against 
1344 all cost wants to buv a garment in fashion. If a retailer manages to keep up with fash-

ionn completely, such consumer becomes like a junkie who needs to buy the newest of 
thee new. Control over such a consumer can be labelled structural. 
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ChangesChanges in the dependency of consumers on retailers over the years 

11 he relation between retailers and consumers has changed over the vears, leading 
too different degrees of leverage of retailers over consumers and different positions in 
Figuree 4.5. In part, these changes reflect the same dynamics in retail strategies as 1 have 
discussedd in the previous section. In such cases I will only refer to them briefly, concen-
tratingg on the implications they have for the relations between retailers and consumers. 

Upp until the Second World War the relationship between retailers and consumers 
wass relatively stable. Although large retailers had grown in importance since the last 
quarterr of the 1911 century, the bulk of clothing sales still passed through relatively small 
retaill  channels. Also, as to the kind of garments consumed, thev consisted of a mixture 
off  mass produced ready-to-wear clothing, and the classic 'Sunday suit' equivalent, both 
beingg not very open to fashion changes. Consumers were relatively faithful as to where 
theyy botight their clothing. This left retailers and consumers in a sense interdependent. 
Retailerss operated in a relativelv stable market, attracting their customers on price, 
qualityy and service of their product, whereas fashion as an instrument to steer con-
sumerr demand was still not so extensively tised, leaving the consumer relatively inde-
pendentt as well. Finally a substantial part of clothing was still produced manually at 
home,, which of course left consumers even more independent From retailers. 

Withh the growth of large retailers and department stores during the 1960s, this 
situationn changed. Since these retailers were able to offer garments at lower prices than 
theirr smaller competitors, they managed to pull a growing share of consumers towards 
them.. This trend was reinforced by a stagnating demand for classic clothing, trad-
itionallyy the area where small retailers had managed to withstand competition bv 
focusingg on quality and service. Home-made clothing diminished in importance. At 
thee same time most of demand was still of a mass nature, enabling long order cycles for 
retailers.. The result was therefore an increasing leverage of large retailers over consum-
erss (position F), whereas small retailers were less and less able to attract consumers on 
thee basis of their collection (a decline in position d. and e.). 

Ass indicated in the previous section, the period from the 1970s up until the mid 
1980ss was characterised by a recession in demand for clothing. This strongly rein-
forcedd competition between retailers. J he main response of retailers involved an em-
phasiss on low price, as exemplified by the newly established discount chains. These 
chainss grew at the expense of the smaller retail chains (reflected in a decline of position 
d.),, and attracted a large number of consumers at the bottom end of the market. More 
thann before, the battle over consumers' behaviour was fought over price. In Figure 4.5 
thiss is represented by the growing importance of position f. 

Att the same time this period witnessed a development that seemed to make con-
sumerss less dependent on large retailers. Broader societal changes during the 1970s, 
broughtt littl e bv littl e changes in the mass character of clothing demand (see 5.2). This 135 
wass reflected in the emergence of new, small retail Formula, such as bout iques, and 
alsoo in an a t tempt by c lo th ing suppl iers to dist inguish themselves more via brands. Al -
thoughh in terms of Figure 4.5 this impl ied an increase in impor tance of posi t ion i., 
II  have argued in section 4.2 that this should not be overest imated since thev only 
accountedd for a l imi ted share of the market. Moreover, m a ny of the established 
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boutiquess managed to bting fashionable clothing to the market for a few years, but 
failedd to continue their success. 

Evenn though such phenomena were nor the rule for the Dutch clothing market as a 
whole,, thev did constitute a threat to the position of the large retail chains towards con-
sumers.. 1 he three strategies followed by large retailers can all be seen as an attempt to 
counterr competition from both low-priced discounters and new retail formula and 
brandedd suppliers. Strategies involved segmentation (attempts to distinguish them-
selvess via new boutique like chains and shop in shop formula), private labelling (to 
counterr both low-priced and branded competition), and multiseason concepts. I hey 
enabledd the large retailers to maintain their market share in adverse market conditions, 
andd to reinforce links with consumers via more branded collections, as represented by 
positionn g. In fact, in the period 1984 to 1992, large retailers increased their marker share 
byy 4 percent, to the detriment of their smaller competitors (iF.Nt.cox' 1994a: 21). 

Att this point it is important to dwell slightly longer on the question whether con-
sumerss did become more fashion sensitive over the 1980s, and whether this caused large 
problemss for retailers. An important assumption underlying the analysis of the cloth-
ingg market in the 1980s is that consumers became more fashion-oriented and more 
unpredictable.. In the 1980s purchases were made on whim rather that need. However, 
ass to the importance of fashion for consumers, Scheffer (1992: 115) concludes that" [ t] he 
unpredictablee area of the market appears to be small and gives littl e credit to the sugges-
tionn that consumer behaviour is becoming more and more difficul t to predict'. At the 
endd of the 1980s only 10 percent of adult women and 7 percent of adult men are highly 
sensitivee to fads. About 41 percent of women and 28 percent of men can be called rea-
sonablyy sensitive to fashion. Lafeber (1990: 44) states that 20 percent of consumers can 
bee called trendy consumers. These figures suggest that although it would be wrong to 
interprett the clothing market as being fully dominated by volatile short-cycle fashion, a 
non-negligiblee part of the market was fashion sensitive. This corresponds with the data 
regardingg the increase in the number of seasonal collections bv large retailers, especially 
duringg the second half of the 1980s (and thereafter). However, it took retailers some 
timee to incorporate the short-cycle fashion segments in their longer term logistical or-
ganisation.. In the previous section, I have pointed at the tendency to look for domestic 
supplierss so as to realise quick delivery times. 1 hese difficulties in planning are also 
reflectedd in the growing percentage of clothing that was sold against reduced prices in 
thee sales period. This share increased by 5 percent between 1984 and 1988. A large and 
growingg share of collections (up to 50 percent) was sold against reduced prices. In fact it 
tookk until the 1990s for large retailers to have this new logistics fully incorporated in 
theirr sourcing and selling organisation. 

Inn the second half of the 1980s the success of branded manufacturers and designers 
increased,, which put the private-label formula of retailers under pressure. Designers 

1366 like Lagerfeld, Armani, Donna Karan, and Ralph Lauren, started selling ready-to-wear 
designerr clothes at lower costs (Mink Rath et al. 1994: i}8) . Large retailers responded 
bvv an upgrading process of their private labels, both via an improvement of their 
brandd status and via an increase in the number of seasons in which their collections 
weree presented. Lhis changed the relationship between retailers and consumers to-
wardss position h., where consumers were approached with a collection with a higher 
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fashionn content, although nor all remi Iers were equally successful m that. I he im-
provementt in demand conditions in the second half of the 19S0S meant that such an 
upgradingg of retail strategies could take place next to a growing success of manufactur-
ers'' and designers brands that set up their own retail channels, or sold their collections 
viaa small retail formula. However, the growing promiscuity of consumers, as to where 
too shop and what to combine (Lafeber 1990) does account for instability. As table 4.} 
shows,, even lor these internarionallv well-known designers brands, the Damocles 
swordd of unsold stock and reduced prices in sales is always present. 

TABLEE 4.3 Percentage of designer's clothing sold at full price by US, 

Europeann and Asian retailers 

Armani Armani 

Chanel Chanel 

Versace Versace 

Valentino Valentino 

CalvinCalvin Klein 

VivienneVivienne Westwood 

Chloé Chloé 

SourceSource Menkes 1994. 

81 1 

65 5 

53 3 

50 0 

47 7 

36 6 

31 1 

Difficultiess for the established large retailers started in the early 1990s especially, when 
demandd became depressed again. As I have pointed out in the previous section, the 
markett in this period became more price sensitive, but also became more and more 
fashionn sensitive. The number of vearlv collections increased to up to ten per year. 
Whereass new retailers like H& M managed to increase their market share in the low-
pricedd fashionable market segments, other large retailers underwent a restructuring 
processess so as to cope with these new circumstances. The private labels of such retail-
erss as H& M were successful in tying a growing group of consumers to them. Other re-
tailerss onlv slowly managed to incorporate multiseasons and achieve a higher fashion 
contentt of their labels and collections, and as a result failed to attract consumers to-
wardss them. It is important to underline again that this fashionable market is only 
partt of the market for clothing. According to Blijham {1998) more than half of Dutch 
consumerss in 1998 indicated that they did not take what was fashionable into account 
inn their buying of clothing. For a considerable share of the market the relationship be-
tweenn retailers and consumers was thus still very much centred on price, as repre-
sentedd bv position f. However, the increasing importance in fashion did lead to a 
growingg importance of position h. 

Againstt the background of the recover}- of demand after 1994, consumers again 
weree shifting their demand to branded clothing (/"/.'. W, 13 December 1997). Such im-
portancee of branding in part reflected changing shopping habits by consumers. Con-
sumerss go shopping less often, and enter less shops per shopping expedition (Keh èv 
Parkk 1998: ro6). FENECON (1994a: 19) also notes that consumers become less faithful 
andd tied to shops. This increased the importance of recognition of clothing by con-
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sumcrs,, k)r which brands constitute an important tool. 1 his again put pressure on the 
private-labell  policv or large retailers who had failed to achieve a similar decree of rec-
ognition.. In some cases the popularity of brands turned out to be unpredictable fads, 
too which retailers found it hard to find an answer and for which thev were relatively 
dependentt on consumers (position c ). In main' cases however, successful branding 
wass the outcome of large promotion campaigns and a resulting increase in control 
overr consumers. The private labels of the large retailers were gradually undergoing an 
upgradingg process so as to remain competitive on more qualitative and fashionable 
levelss with the established international designers and manufacturers brands. 

11 he contemporary clothing market therefore embodies different positions of fig-
uree 4.5. A considerable part of the marker is still relatively littl e sensitive to fashion, 
andd is represented by positions f. and g. (competition on price), or position e. (compe-
titionn on quality). There does exist a tendency towards an increased importance of 
fashion,, which is reflected in the growth of position i. and j . , as well as of position h., 
whichh put pressure on position g. These developments point at an increasing control 
off  retailers over customers. 

11 summarise these developments in table 4.4. 

TABLEE 4.4 Relations of retailers and consumers 

period period 

1980-1985 5 

1985-1990 0 

1990-1995 5 

1995--

pnee pnee 

-- compet i t ion on 

price; ; 

moderatee control 

overr consumers 

-- compet i t ion on 

price; ; 

moderatee control 

overr consumers 

compet i t ionn on 

price; ; 

decliningg control 

overr consumers 

compet i t ionn on 

price; ; 

decliningg control 

overr consumers 

quality quality 

renewed d 

importancee of 

qualityy and luxury 

renewed d 

importancee of 

quality y 

fashion fashion 

-- slow increase in 

short-cyclee fashion 

•• increase in short-

cyclee fashion; 

relative e 

unpredictabil i ty; ; 

littlee control over 

consumers s 

compet i t ionn on 

pricee plus short-

cyclee fashion; 

increasedd leverage 

overr consumers 

compet i t ionn on 

pricee plus short-

cyclee fashion; 

increasedd leverage 

overr consumers 

brands brands 

-- g rowth retail 

privatee labels 

upgradingg retail 

privatee labels 

g rowthh in 

suppliers'' brands; 

increasedd control 

overr consumers 

growthh in 

suppliers'' brands; 

increasedd control 

overr consumers 

Retailerss also attempted to tie consumers to them bv other means. Some retailers set 
upp customer cards to stimulate consumer lovaltv. Approximately 20 percent have 
suchh a card. In the Netherlands 4 main cards exist: The Bijenkorf card with 250,000 
cardholders,, Superconfex with 250,000, Duthlers with 200,000 and wvn with almost 
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i,>oo,ooo.. Although some smaller chains have experimented wirh cards coo, custom-
erss cards arc largelv used bv rhe large retailers, further reinforcing their position over 
smallerr competitors (Berendsen 1998a). 

AA final trend in the relations between consumers and retailers has to do with the 
organisationn of consumers. During the 1980s, retailers have been criticised by con-
sumerr groups for their buying policies, C&A especially has been targeted by these 
groupss (Alternatieve Consumentenbond 1995; Smit 1994b; Smit & Jongejans 1989). 
Ass discussed in the previous chapter, in their search for cheap clothing imports retail-
erss have extended their activities all over the globe. Much of these imports come from 
countriess where wages are extremely low, labour conditions are appalling, and child 
labourr is no exception. A combination of organisations has become active in pressur-
ingg retailers to embark on more humane buying policies, with higher wages, better 
workingg conditions and no child labour. This combination has been heterogeneous, 
rangingg from trade unions to consumer groups and Third World support groups, in 
thee Netherlands combined in the so called Clean Clothes Campaign. The first target 
off  these campaigns has been C&A , the largest clothing retailer. By picket line demon-
strationss in front of shops, consumers of the retailers were informed about the condi-
tionss under which clothing from the retailers were produced. These campaigns re-
ceivedd strong media attention. The campaigns have been effective in pushing Dutch 
producerss to sign guidelines for the production of clothing according to a number of 
criteria,, including the dismissal of child labour, the acceptance of organised labour 
andd minimum wage standards. Also, retailers have been developing codes of conduct 
forr their buving policies. Independent monitoring of these codes remains a problem-
aticc issue (Van Eijk 1997). 

Conclusion Conclusion 

Thee conclusion is therefore as follows. Starting at the beginning of the 1980s, clothing 
saless have become more sensitive to fashion, both in the branded and in the non-
brandedd market. In the non-branded market, retailers that have managed to take the 
logisticc hurdles in offering rapidly changing collections against acceptable prices have 
increasedd their control over consumers. Small retailers have been far less successful. In 
thee branded market this control over consumers has even been larger, although it is 
ratherr designers' and manufacturers' brands (and retail outlets) that have profited 
fromm this. As to the less fashionable market, there is fierce competition on price be-
tweenn the large retail chains, which still results in a substantial control over consumer 
demandd bv a few discount chains. Large retailers therefore have managed to include 
moree volatile fashion movements in their logistics. In fact, if the fad and whim elem-
entt of these movements caused problems for retailers up to the mid 1980s, by the 1990s 139 
aa number of large retailers had incorporated this new constellation of demand in their 
firmm strategy, and used it to their advantage in tying consumers to them. 

However,, even if this section suggests that allegations that retailers are confronted 
withh the vagaries of a virtually unpredictable and therefore uncontrollable consumer 
market,, are largely exaggerated, it is important to repeat the point I made at the begin-
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ningg of this section. Retailers are not able to fully control consumer demand. F.ven the 
fashionfashion addict I pur to the far right in figure 4.5 still, in theory, holds the autonomy to sit 
behindd the sewing machine and produce her or his own clothing. It is rather a tendency 
orr increasing control bv retailers. I o some extent consumer groups have been able to 
putt pressure on retailers to take certain criteria in their sourcing berter into account. 

4.55 Bargaining with banks 

'It'It  used to be that investors could only press their noses against store 
windowswindows and lust after the markups of some of the hottest goods around. 

ButBut now four of the world's premium brands (duccu hstée Lander, 
sunglassessunglasses and prescription eyewear maker De Rigo, and Intimate brands, 

bestbest known for its Victoria 's Secret line) are going public.' 
(McLeann 1995: 14") 

firmss need capital to finance their activities. I he larger these activities become, the 
largerr their requirements. This counts for retailers as well as producing firms. Retailers 
fulfi ll  their capital requirements in different ways, which involve different financial 
partnerss and different bargaining relations with these financial partners. As a starting 
pointt three different wavs in which a retailer can fulfi l its capital requirements can be 
distinguished.. The first wav involves a retailer that is able to auto-finance its activities. 
Itt has the financial means to do so, and as such remains fully independent from finan-
ciall  institutions. The larger a firm becomes, the less likely that such funding wil l be 
sufficientt and the less likely that such a source of own funding wil l be the most profit-
ablee way of financing its activities. It requires a strong liquidity position of capital that 
iss kept in reserve. Since most large firms therefore enter into arrangements with finan-
ciers,, the second basic means of obtaining capital involves different forms of lending, 
inn which the financier does not obtain ownership of (parts of) the borrowing firm. 
Dependingg on the si/.e and structure of the lender and the borrower, this leads to a 
greaterr or smaller degree of dependence of the retailer on its financiers, ranging from 
creditt conditions to possible membership of the board of the retailer by financiers. 
II  bird, capital can be obtained bv the issuing of ownership rights. In such a situation 
thee buyer of such shares in the retailer gets a certain degree of control over the retailers 
activities,, depending of course on what part of the total shares a financier owns, and 
onn the size of its activities in general. In general, the capital requirements of a retailer 
aree met through a combination of these three different means. 

Thesee different forms of financing go with different degrees of dependence of the 
coree firm on financiers. Whereas auto-finance corresponds with a high degree of inde-

1400 pendence of the retailer from financial institutions, the situation with different forms 

off  lending or the transfer of ownership is less straightforward. At first glance it could 
bee expected that the transfer of ownership to the financier involves an increasing con-
troll  of the financier over the retailer. However, not only do small shareholders have 
negligiblee influence over firms, in manv cases the management of firms in general 
maintainss a large independence even from larger shareholders, hven so, large institu-
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nonall  investors, with a broad range of assets, are not onlv independent from Cue lnuu 
thevv invest in, bur also strongly influence them. 

Ass to different forms of lending it is rather the size of the credit institution com-
paredd to the borrower and the kind of institution in question that matter. If a bank is 
largee compared to the retailer, and lends to a large number of other borrowers, than its 
leveragee over the retailer can be expected to be big. On the other hand, if a retailer is so 
largee that it becomes the most important client of a bank, and has many other options 
too fulfi l its capital requirements, then the retailer stands in a relatively strong position. 
Thiss is even more the case if a retailer is the (partial) owner of the credit institution in 
question,, or if it belongs to the same industrial group as the bank. Alternatively, if the 
retailett is part of a financial group in which the bank is the primary actor then it is the 
bankk that holds most leverage. 

11 therefore want to use two indicators of dependency of financiers on retailers: 
ii  Ownership. The larger share of ownership a financier has of a retailer the larger its 

influence. . 
22 Relative size. The larger the financier is in comparison to the retailer, and the less 

possibilitiess a retailer has to borrow elsewhere, the larger the financier s leverage. 

FIGUREE 4.6 Dependency of financiers on retailers 

positionposition of financier: 

independentt independent inter- dependent dependent 

w i thh dependent w i th wi thout 

influencee influence influence 

attitudeattitude of core firm: 

co-operationn or compliance coalition direct control structural 

compet i t ionn control 

-- 100 percent family-owned retailer; 

noo stocks issued; 

noo external financier (a.) 

-- family owns majori ty of shares of retailer (b.) 

-- large institutional investor with high financing share (c.) 

-- small retailer borrowing f rom large bank (d.) 

-- retailer in financial group (e.) 

-- many medium-sized shareholders (f.) 

-- large retailer borrowing 

fromm small bank (g.) 

-- small shareholder (h.) 



MigratingMigrating enterprise and migrant entrepreneurship 

Inn position a. rhe retailer stands independent from financiers since it is able to finance 
itss activities by itself. Position b. represents the situation where the shares of a firm are 
tradedd at the stock market, whilst a majority of shares is owned bv the familv. 

Inn position c. retailers are most dependent upon their financiers. This is the case-
wheree a large institutional investor holds a controlling share in the retailer, and 
therebyy is able to strongly influence the retailers' management. This situation of de-
pendencyy of a retailer is also present in position d.. where a small retailer tries to ob-
tainn credit from a bank, and a bank asks strict conditions for repayment, influence 
overr the business plan and often relatively high interest rates from the retailer. The 
retailerr does not have many options to obtain better conditions. In position e. the 
retailerr is still strongly influenced since it is a part of a financial group dominated bv 
aa large bank. 

Positionn f. is more equilibrated. This is the case when a relativelv large number of 
shareholderss hold shares in rhe retailer. None of them has controlling power over the 
retailer,, giving the firm a relative autonomy from its financiers. 

II  he autonomy of large retailers borrowing from banks is even stronger. I )ue to the 
sizee of its activities the retailer is able to obtain favourable credit conditions. Since 
manyy banks are interested in providing funding to such large retailer the retailer can 
playy off different banks against one another (position g.). 

Finallyy in position h. a very small shareholder owns some shares of the retailer, 
hvenn if this shareholder by its vote in the shareholders meetings formally has a say in 
thee running of the company, in practice bv itself it has hardlv anv control over the 
managementt of the retailer. 

ChangesChanges in the bargaining between retailers and financiers 

II  he Netherlands in general lacks a tradition of strong interlinkages between banks 
andd industry (Hour & Sie Dhian Ho 199"": 118; Van Zanden & Griffiths 1989: 218). 
Upp into the 1960s in particular most firms were established on the basis of the owners' 
privatee capital, financing investment otit of their own resources. This also counts for 
retailers.. In most cases retailers were established on the basis of the private capital of 
thee founders. 1 his was partly a choice, but in other cases also a necessity since retailers 
hadd troubles in finding financiers for their activities. 1 he Dutch retailer Cierzon only 
foundd finance through the family's contacts in the financial world, whereas I'&rt: asked 
managerss of new establishments to provide finance for these new shops themselves 
(Dee Leeuw 1991: 193). Lven this very day, with the enormous increase in the size of re-
taill  operations, the number of take-overs and the manv internationalisation projects 
off  retailers, some retailers still finance their activities relatively often bv their own cap-
ital,, and do not use the stock market to obtain additional resources, CKA for instance 
iss still a private limited company (a cv under Dutch law) (Miellet 1993; Smit &L  longe-
janss 1989). L'p to 1998 Jan Zeeman was the sole owner of his firm, v&n chairman 
Antonn Dreessmann in 19 8̂ claimed that 'we have a high degree of internal financing 
andd do nor need the stock exchange (Oairmonte & Cavanagh 1981: 216). Yendex is 
probablyy the Dutch retailer that has been most active itself in the financial market. It 
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tookk ovtT rhe Rotterdam based Staal Bank, on!v to sell this again in tli t inajin leoi-
ganisationn in 1990. This reliance on own finance is also made possible because the 
turnoverr time of retail investments and the average amortisation period are relatively-
shorterr than for large-scale manufacturing investments. In terms of figure 4.6, retailers 
havee therefore maintained a rather independent position vis-i)-vis financial institu-
tions,, as reflected bv position a. 

Evenn so, financing modalities have changed over the years. This rook two forms. 
Firstly,, the increasing size of large retailers turned them into relatively larger players in 
thee Dutch economy. This was reflected in their increasing strength towards financiers 
ass to credit. Secondly, especially from the 1990s onwards, the share of not privately-
ownedd capital in firms1 investment strongly increased (Van Zanden & Griffiths 1989: 
218).. In order to obtain more credit for take-overs some retailers have issued shares 
att the stock exchange, v & n s holding company Vendex for instance in 1995 issued 
shares.. Also KBB and the P&c group went to the stock market (l-'F.M, 7 June 1998). 
Largee international chains like H& M and Benetton have done the same. Via the stock 
markett retailers have managed to strengthen their financial base, with which they 
couldd finance take-overs, internationalisation and new sourcing and information 
technologyy investment. It can also be considered a strategy to face competition from 
largerr international manufacturers' and designers' brand producers.41 A result of this 
alsoo was the tendency towards concentration among large retailers, discussed in sec-
tionn 4.2. This further reinforced the position of retailers towards financiers. 

However,, even if retailers have been transformed to public limited companies, in 
manyy cases the majority of these shares are still owned by the founding families. Much 
off  Vendex for instance is still owned by the families Vroom, Dreessmann, Peek and 
Blokkerr (De Bruin 1996; FEM, 18 January 1997). Almost half of p&c's shares are 
ownedd by the German retail owner Gerhard Horn, itself a former p&c firm. The same 
countss for the Swedish firm H& M where 70 percent of the shares are still owned by the 
foundingg family Persson {FFM, 4 April 1998), and Benetton, whose shares are listed in 
Milan,, Frankfurt, London, New York and Toronto (Benetton 1994: 162). Conclusion 
thereforee is that tetailers still maintain a large degree of financial independence, even 
thoughh the size of their activities forces them to use other financial instruments as 
well.. This is represented by position b. 

Inn some cases Dutch retailers have extended their activities to the financial sphere 
themselves.. I already mentioned Vendex taking over a bank, while it also expanded in 
insurancee and financial services. Also, some retailers have started lending and saving 
schemess for their customers. Marks&Spencer was a forerunner in this process. 
Bijenkorff  operates a savings scheme fot loyal customers, and for such purposes has 
aa financial daughter Betafin (Ramaer 1998). Becoming competitors of banks, they 
increasee the leverage they have over financial institutions. 

Conclusion Conclusion 

Clearly,, retailers have managed a relative independence from credit institutions. Even 
thee tendency of entering the stock market has not fundamentally changed this pic-



MigratingMigrating enterprise ana1 migrant entrepreneurship 

ture,, since the founding families in many cases stand as the major shareholders. Via 
thee stock market retailers have found the resources to implement necessary reorganisa-
tionss oyer the 1990s, which strengthened their position versus suppliers. A similar in-
creasee in strength came from the grow ing size of retailers, placing them in a stronger 
positionn versus financiers. 

4.66 Bargaining with trade unions 

'Imagine'Imagine your daughter coming home with a clothing salesperson...' 
(Intervieww with Piet Zoomers, l:HM, 1 March 1996: 49) 

II  he bargaining of retailers with labour is in main wavs comparable to the bargaining 
off  producing firms with labour. In both situations the core firm uses a combination 
off  labour and capital to create value added (the retail margin) and prof t. Since labour 
costss make up an important part of the difference between value added and net 
profits,, retailers objective in bargaining with labour is to hire labour with highest 
productivityy against lowest costs. 

However,, an important difference between producing and retailing core firms in 
theirr relations with labour, has to do with the service character of retail activities. As I 
indicatedd for the bargaining with consumers, retailers have to be geographically close 
too their customers. This reduces the footloose nature of their sales activities. Since 
mostt of the workers employed by retailers are located at these sales outlets, also the 
bargainingg with labour takes place within relatively narrow geographical constraints. 
Thiss a priori  diminishes the bargaining power of retailers over labour, since retailers 
cann not use the (threat of) relocation - and thereby moving jobs awav to other regions 
orr countries - as a means of putting pressure on labour to the same extent as produ-
cingg firms. I wil l explore this further in section 4.9. 

Bargainingg of retailers with labour also has a second more indirect dimension. 
11 hrough the way retailers establish control over their suppliers they indirectly influ-
encee the labour practices adopted by these suppliers. This issue - important in itself -
hass gained new importance through a law that became effective in the Netherlands in 
thee early 1990s, and that makes buyers (retailers) responsible for informal activity bv 
theirr (domestic) suppliers (Law of Chain Liability) . Part of the organised consumer 
pressuree on retailers that I discussed in section 4.4, attempts to extend such responsi-
bilit yy to foreign suppliers, too. 

Inn order to position bargaining between retailers and labour on the dependency 
scale,, Ruigrok and Van 'Luider (1995: S4) describe the dependency of workers on the 
coree firm in terms of the degree of organisation of workers. The more workers are or-

1444 ganised, and the higher the scale and degree of this organisation, the more they can 
avoidd dependency on retailers, fhe other wav around, non-unionised labour risks 
endingg up in a very dependent position from a retailer. Although 1 fully agree with 
takingg the organisation of labour as an indicator of dependency, it could be argued 
thatt left by itself, this takes labour too much as an homogenous category. Is the de-
pendencyy of a non-unionised highly qualified IT worker on its employer not much 



AuAu nidititrtdl complex in the clothing indusny in the Netherlands 

lesss than dial of an unskilled woiker, even if this last one is working in a more organ-
isedd section of the labour market? I therefore want to include a measure of the qualifi-
cationss of a worker in the dependency scale, to be able to distinguish between different 
groupss of workers/' The more skilled workers are the stronger their position versus a 
retailer.' ' 

'Therefore,, the dependency scale for bargaining between labour and retailers is 
madee up of two indicators: 
// The decree of organisation of the workforce; 
22 The skill level of workers. 

FIGUREE 4.7 Dependency of workers on retailers 
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Too statt with the far right of the scale, the workers that are most dependent on a core 
firmfirm are probablv illegal immigrants (positions j . and k.). Not only is organisation 145 
amongg them rare and difficult , they also lack some of the legal protection that other 
workerss benefit from." This is in particular the case when they are unskilled, and 
thereforee relatively easily replaceable. Unskilled non-unionised labour encounters 
similarr problems (position i.). Their lack of organisation makes it virtually impossible 
too put retailers under pressure.4 
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Iff  workers organise themselves on the level or a plant, then thev might obtain some 
influencee on management (position h.). However, if other plants in a companv do not 
participatee then this leverage is relarivelv small. In positions f. and g. the influence is 
slightlyy larger because organisation takes place on the level of the whole companv. 
Thiss is particularly the case for predominantlv skilled workers in comparison to un-
skilledd labour. 

Iff  a union is established on a national level, then dependence on retailers is even 
less.. Whereas unskilled workers improve their bargaining position in this wav (c\), this 
iss even more the case for skilled workers. In the case of skilled workers, especially when 
theirr skills are in high demand, they can even improve their position to one of inde-
pendencee with influence over the retailer (c). If state regulation imposes the necessity 
off  including representatives of a national union federation in the company council of 
aa firm, then the bargaining between the retailer and labour becomes one of interde-
pendence,, where both are forced to work together (d.).'" The bargaining rends to co-
operationn or competition with independent unions when labour is organised in a 
nationall  confederation (b.). This is even more the case when it takes place on a supra-
nationall  scale (a.). 

ChangesChanges in the relations between workers and retailers 

Inn Au honheur des dames Hmile Zola describes the employment situation of a young 
saless woman in one of the newly established department stores in Paris at the end of 
thee last century. The portrait is one of a non-unionised, malleable workforce, paid 'by 
thee piece', that is treated in a Fairly paternalistic way. The women live in the shop 
buildingg and stand under close control of the management. 

Certainlyy this situation has changed since the Second World War, although the 
paternalisticc attitude of employers continued to a large extent. Higher functions 
withinn the retailer remained largely the domain of family members of the owner. 
II  hese family-owned retailers continued treating their personnel in a rather moralistic 

way,, as is exemplified by the message that HEM A workers received with their salaries, 
statingg the question: 'Have you just earned your salary or did you really deserve 'nï 
II  his attitude expresses an important difference in the recruiting of retail personnel as 
comparedd to industry. Sales personnel still needed important professional qualifica-
tions,, in shops were service to customers was elaborated. They should look and behave 
inn a proper way, so as to give the largely middle-class clientele the 'illusion of aristo-
craticc life' (Wilson 1985: 149). Wilson concludes on this basis that 'the department 
storess everywhere created a new type of worker' (1985: 149), for whom in contrast to 
thee industrial workers, morality and service were strongly emphasised. Next to this, 

1466 new labour legislation that was introduced, brought minimum wages and standards 

forr working conditions for workers in retailers. 
However,, if such developments meant an improvement in working; conditions, 

otherr changes had the opposite effect, particularly since the worsened employment 
conditionss in the 19-os and 1980s. With the growth of large retailers and the self-
servicee shop design this qualification of sales personnel became less necessary. This 
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"rocesss essentially continued until recently. I he d^TTing pui uui lc is in a weakened 
positionn versus their employers, which had several consequences. It resulted in a fur-
therr feminisation of the workforce, and of an increase in part-time contracts. As 
Zeemann owner Jan Zeeman put it in a recent interview: 'Boys are just not allowed in. 
Off  the 60,400 people working in clothing retailing in 1996 a quarter works for less 
thann 15 hours a week (Van Rijt-Veltman 1998: 20). 1'extilia (26 November 1998: 2) 
reportss that 67 percent of workers in fashion retailing works on a part-time contract. 
Unionisationn among part-timers is usually less than among full-timers. Salverda 
(1994)) points out that also salaries in retailing are relatively low, with the highest per-
centagee of minimum wage employment of the Dutch economy. '[SJhopworkers had 
bvv far the highest incidence of low pay' (1994: 25). Also from 1996 onwards legislation 
onn opening hours became more flexible: opening hours became longer and recently 
alsoo were extended to Sunday. This can all be seen as a reflection of a more dependent 
positionn of workers on the retailers. In figure 4.7 this is reflected in position e. (to the 
extentt that workers are members of national unions) and i. 

Whenn economic conditions started ro improve after the beginning of the 1990s, 
thesee relatively less favourable working conditions began to have their impact on re-
cruitmentt by retailers. Retailers found it increasingly hard to recruit personnel willin g 
too work against prevailing conditions in the sector. In 1998 there are 6,000 vacancies 
whichh the branch finds hard to fill.  As to the skilled workers, the increasingly compli-
catedd management of logistics, due to the changes in demand put more importance 
onn skill in the higher echelons of the workforce, which was reflected in a new emphasis 
onn schooling of retail personnel (Koning &£ Wiggers 1998: 3). The renewed emphasis 
onn service as a means to distinguish themselves had a similar effect. For the moment 
thee shortages on the labour market and renewed emphasis on skill have not resulted in 
ann improvement in employment conditions. 

Ass to the indirect relations with workers, developments mirror the analysis of rela-
tionss with suppliers. The search for low-wage labour resulted in an increased sourcing 
inn areas where these low wages were available. This made clothing sourcing one the 
mostt footloose activities. The limited capacities to incorporate the more volatile fash-
ionn cycles in the 1980s in long-distance sourcing meant that immigrant labour was 
usedd more as a low-wage nearby substitute for low-wage countries. When retailers and 
theirr suppliers managed to combine the quick response with imports, such activities 
weree relocated to nearbv low-wage countries in eastern Europe and the Mediterranean. 
Inn all these situations a combination of low pay and stricter and stricter requirements 
onn delivery, placed these workers in a strongly controlled position versus retailers and 
theirr suppliers. In fact, also in these low-wage countries immigrants are often recruited 
ass low-paid workers, as was recently shown again by the arrest of 50 undocumented 
Ukrainiann seamstresses working at a garment factory' near Plock (Poland). Government 
attemptss to make buyers more responsible for certain labour practice have resulted 14 

moree in the relocation of activities outside the Netherlands, where the Law on (Tain 
Liability '' does not apply, than to the ending of these practices themselves. Attempts to 
includee labour standards as offered for instance by the 11.o in international trade agree-
mentss have so far met with littl e success. Although consumer organisations have ptit 
increasingg pressure on retailers to take labour standards better into account in these 



MigratingMigrating enterprise and migrant entrepreneurship 

countr ies,, practices have not structurally changed, a l though a number of firms have 

adoptedd codes of conduct on how to treat workers (Van Kij k 1998). 

Conclusion Conclusion 

Retailerss have managed to maintain a strong control over their labour force, which is 
reflectedd in relatively adverse employment and working conditions. The growth in 
self-service,, and the general increase in the scale of retail operations, are central elem-
entss in this development. The improving economic conditions in the 1990s left retail-
erss with serious recruitment problems. Even more than workers in the shops, indir-
ectlyy employed labour in supplying firms faces bad working conditions. The Law on 
Chainn Liability now brings the relationship between retailers and labour in supplying 
firmsfirms more to the forefront. 

4.77 Bargaining with governments 

llAA disarmament conference which resulted in a general agreement among the 

nationsnations to prohibit the use of soldiers uniforms as contrary to international law 

mightmight possibly bring the world closer to universal peace than any other measured 

(Langnerr 1991: 131) 

Onee of the main advantages of using Ruigrok and Van Tulder's framework of analysis 
iss that they include governments as an important separate actor that core firms bargain 
with.. Even in an era where many claims concerning the 'end of the state' are made, gov-
ernmentss still set many of the margins in which firms operate, margins which are in 
partt the object of bargaining between governments and these firms. Through this, ine-
vitablyy an entree is made in the debate what influences government behaviour, ranging 
fromm the idea that government policy is 'simply' an expression of the will of the domi-
nantt class to much opener conceptions of government behaviour. In fact, investigating 
thee dependency scale for bargaining between governments and a core firm, shows dif-
ferentt degrees to which a government is influenced bv a strong firm. 

Inn their study Ruigrok and Van Luider (1995: ICH) analyse three indicators of gov-
ernment-industryy relationships: First, they distinguish between different levels of gov-
ernmentt organisation (local, regional, national, supranational), arguing that the 
higherr the level, the less possibilities for a core firm to influence this. Second, thev 
makee the distinction between the home versus host government, host governments 
mostlyy being in a weaker position. And third, thev analyse how dependency works out 

14HH for different ins t ruments of industrial and technology policy. Kven though these dis-

t inct ionss to me seem very useful I have a few c o m m e n ts to make. 

f irst,, as to the levels of government, this seems a very impor tant dist inct ion as to 

dependency.. However, in some cases a level of governmental organisation mav be 

relativelyy high, whilst it still stands open for much company influence, even more 

thann organisat ion on a lower level. Hi is could be the case where a higher level of 
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organisationn is verv much focused on certain issues and die M/.C ul ihc bureaucracy in 
chargee of it, whilst a lower level or organisation has a broader function. As such, for in-
stance,, the focus on economic issues of the HU can leave this organisation in some 
casess more open to company pressure than the broader based national governments of 
memberr states. I want to concentrate on the national and local levels of government, 
andd include the regional (HU) level because decision-making power in some policy 
areass have been transferred from the national to the HU level.'' 

Secondly,, bv distinguishing between home and host government in the analysis of 
thee bargaining process, Ruigrok and Van Tulder seem to move away from their ori-
ginall  focus, which was bargaining in the domestic arena of a core firm. In the logic of 
f/w>> argument this is surprising. I have indicated that from the start I want to focus on 
bargainingg with non-domestic actors too. However, one might ask if the focus on bar-
gainingg is so relevant for the relationship between a Dutch retailer and a host govern-
mentt in, sav, Turkey. 1 would argtie that from the perspective of such a Dutch retailer, 
thee dealings of the Turkish government are largely an exogenous factor, subject to 
broaderr domestic and global political and economic developments. It is for that rea-
sonn that I concentrate in this section on the relations with the home - Dutch and HU -
government,, and analyse the host government in the next chapter. 

Thirdly,, as to distinguishing between different policy instruments, 1 have got two 
remarks.. On the one hand, the analysis of Ruigrok and Van Tulder seems to imply that 
forr different kinds of government policy a different degree of dependency upon core 
firmss exists. For tax rebates, for example, governments are less dependent upon core 
firmsfirms than for subsidies. One could argue however that if bargaining between govern-
mentss and a core firm can lead to a whole scale of dependency relations, then for each 
policyy area such different positions of dependency can exist. Tax policy is not so much 
intrinsicallyy a more independent domain of government policy than subsidies, but can 
bee a more independent territory as the outcome of a bargaining process. On the other 
hand,, one could ask, as Ruigrok and Van lu ider do themselves, why only these areas of 
governmentt policy are included. Directly or indirectly perhaps the whole spectrum of 
governmentt policies has some impact on a core firm, and as such could be the object of 
bargaining.. 'This would however broaden the discussion of firm-government relations 
too such an extent that it would lose much of its usefulness, i would argue though that at 
leastt one other area of government policy deserves more attention as an object of bar-
gaining.. This is the area of trade policy.4' As is the case for industrial and technology 
policy,, industry has a strong interest in influencing the access of imports into its home 
market.. I will include trade policy further on in this section. 

'Thiss leaves me so far with only one indicator of dependency (the level of organisa-
tion)) and three areas of policy to analyse the way they have developed in a changing 
dependencyy context. 1 he discussion so far showed that it is not easy to construct a de-
pendencyy scale for government-industry relations. Like I indicated for consumers, 149 
governmentss are not owned by core firms, (although governments can sometimes 
ownn - nationalised - firms). A government can have certain kinds of contractual ob-
ligationss towards a core firm, but these are of a different nature from the contracts 
betweenn core firms and suppliers. A government develops policies and firms try, at 
differentt stages of decision making, to influence the outcome of this process. It is 



MigratingMigrating enterprise and migrant entrepreneurship 

importantt to underline that this influencing can take at least two forms: Firms can rrv 
too influence the outcome o\ the policv-making process. Btit secondly, firms can also try 
too influence the (>wn-)etiforcemento\ policies. Lven if a government has formally de-
velopedd a certain policy in a certain area, firms sometimes manage to maintain prac-
ticess in violation with these rules, which are either not discovered bv government 
agencies,, or to which government agencies (temporarily) close their eves. As such, in-
/w/v/Wactivitiess can be the outcome of the bargaining process between firms and gov -
ernments.. Dependence of governments on core firms can either take the form of the 
firmss influencing the outcome of government policy or the wav government agencies 
aree able and willin g to enforce such policies. 

Moreoverr a large part of government policy stands relatively independent from 
relationss with industry, and functions as the general framework in which the bargain-
ingg between the two takes place. These kinds of policies wil l be dealt with in the next 
chapter,, liven less than for instance for relations between suppliers and a core firm can 
thee relationship with a government be seen as a one-to-one bargaining arena. Macro-
economicc policy is of importance to core firms, but it is as well to a large number of 
otherr actors in an economy. In order to take these considerations into account, and 
stilll  develop a meaningful dependency scale, 1 propose to include one additional indi-
catorr for the bargaining between governments and retailers. This has to do with the 
naturee of government policy. 

Governmentss develop policies in a broad number of areas. Some of these areas 
mightt be of hardly any direct concern to a core firm. A large Dutch retailer will only 
vaguelyy be interested in the granting or refusing of a subsidy to the Dutch National 
Ballet.. Also, some policies are of importance to a core firm, but the policies are of such 
aa generic nature that they can hardly be conceived of as the object of bargaining be-
tweenn governments and retailers by themselves. A large number of other actors wil l 
havee an interest in such policies as well; as a consequence, even if the Dutch retailer 
bargainss with a government on such issues, it does this in a bargaining arena where 
man\-- other large actors operate as well. For instance, as to government policy in the 
areass of education or taxation, important issues for a large retailer are at stake, whilst 
stilll  so man\' other actors have a stake in this as well that the outcome of such a policy 
cann hardly be considered the result of bargaining between governments and retailers. 
AA third category of government policy involves issues that are of direct and exclusive 
interestt to the core firm. It is in such specific areas in particular that the one-to-one bar-
gainingg between governments and core firms is the most manifest. For instance, the 
grantingg of subsidies for technological innovation can be the object of a strong lobbv 
byy industry in order to push policies in a certain direction. Less other actors have a 
stakee in this. As to the dependency scale, it can be argued that core firms have (the 
possibilityy of) more leverage over governments, the more specific the policies that are 

1500 at stake. 1 his leads to a continuum where the more specific the policies are, the less the 
numberr of other actors that want to have a say in it, and the more a firm can have 
leveragee over a government bv itself. 

11 his leaves me with two indicators of dependency: 
// I he level of organisation of a government. Local governments have less leverage 

overr core firms than do national governments. 
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22 I he nature of üovernmenr policies ("ore firms can have more leverage ovci pol-
iciess that are specific to them or their sector than over generic policies. 

Ass indicated above, no level of government stands completely independent from in-
dustry.'' Some areas of policy however, like the example of the subsidy to the National 
Ballet,, are of no interest to core firms, making the government independent in deci-
sionn making about them. Since such policies are of no relevance for this study they are 
nott included in figure 4.8. 

FIGUREE 4.8 Dependency of governments on retailers 
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Inn some cases governments do maintain a relative independence from core firms, 
whilstt themselves having more or less influence over these firms' behaviour. In pos-
itionn a. the national government is relatively independent from the retailer in its de-
velopmentt of generic policies, for instance in areas of education of macro-economic 
policy.. Influence over retailers is even stronger in position b., which represents the 
higherr level of El' government. I his corresponds with the situation where retailers 
bargainn with HI: institutions over generic policies that involve policy areas far bevond 
thee direct relationship between the retailer and the Hi'. I he introduction of the hum 
forr instance, of huge importance for retailers in the Netherlands and in the Hi' at large, 
hardlvv stands open for pressure from even the largest of Dutch retailers. ' i 

TT he more specific policies become, the more influence retailers can get over them. In 
positionn c. Dutch retailers still have a relatively small leverage over the HI:, since thev 
havee to compete with so many other actors over the issues at stake that their influence 
getss diluted. This is, for instance, the case in trade policv, a policy area where the Hi' 
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holdss decision-making power. Bargaining does nor only rake place herween rhe hi' 
andd Dutch retailers, but also with retailers in other European counrries with possible 
differentt interests, wirh clothing producing firms, trade unions etc. 

Inn their bargaining over specific policies with national governments, the influence 
off  retailers is stronger. For instance in bargaining about opening hours of shops, retail-
erss have a relatively influential bargaining position. 

Locall  governments in general have less influence over retailers, parricularlv when 
thee retailer is an important economic actor in the local community. In their generic 
policy,, as for instance in urban planning policy, thev are relatively independent, but 
thee moment that such policies are of interest to the retailers (as in the establishment of 
shoppingg centres in these urban development plans) the firms can obtain a consider-
ablee influence over policies. 

ChangesChanges in bargaining between retailers and governments 

II  want to focus here on changes in relations between retailers and the Dutch govern-
mentt in two areas.11 Firstly, on policies directed at the restructuring process that the 
sectorr went through since i960, and the control the government has exercised over the 
sector.. I hese policies range from industrial policies supporting domestic producers, 
too policies designed to eradicate informal practice in the sector. Secondly, and con-
nectedd to the first, I want to focus on trade policy. Such a policy is aimed at the protec-
tionn of the domestic market from imports from other countries." 

RESTRUCTURINGG POLICIES 

Ass to restructuring policies of industry, the starting point of my analysis is that retail-
erss only have an indirect interest in government restructuring policv towards indnsny. 
Retailerss main goal is to be able to obtain their clothing supply of good quality, at rea-
sonablee prices and against conditions to their advantage. From what source this sup-
pi}-- (domestic or foreign) comes is not their main priority. It is therefore not surprising 
thatt trade policy has been a more important bargaining issue for them than restructur-
ingg policv. 

Thiss small interest of retailers in industrial restructuring and support policy can be 
connectedd to the limited support given by the Dutch government to the declining 
clothingg industry. While a combination of increasing imports and rising wages led ro 
thee disappearance of a large number of clothing producers, and trade unions and em-
ploverss pleaded for government help, the government over rhe 1960s and i9^os took a 
relativelyy passive role. 1 he establishment of the Strucon, a foundation designed to 
supportt the industry, rather supported the relocation and restructuring process, in-
steadd of granting support for firms in need (Broer 1977). This contributed to the rela-
tivelyy earlv and frequent use of outward processing trade bv Dutch clothing produ-
cers,, and the strong decline of the sector. Even if in terms of figure 4.8 bargaining on 
thiss specific issue is best represented bv the interdependent position d., the lack of pri-
orityy by retailers led to a liberal government stance. 
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II  Io\\e\ei, one inighi aigue iliai die eharacrer of the bargaining between govern-
mentss and retailers on restructuring partly changed over the 1980s and 1990s. I his 
hadd to do with the emerging migrant-run contract-clothing firms in Amsterdam. 
Fromm a retailers perspective these contract-clothing firms had an important function 
ass cheap suppliers of quick-response fashionable clothing, at a moment when they 
weree not vet able to combine this short-cycle fashion with imports. From a govern-
mentt perspective the development of these firms was of ambivalent value. On the one-
handd such firms were seen as a possible vehicle for upward mobility by the 1 urkish 
migrants,, whom had been hard hit by the economic recession of the 1980s. For the 
Amsterdamm local governments in particular, where the situation of Turkish migrants 
wass even worse than elsewhere in the country, such a perspective was prevalent. From 
thiss perspective the development should be supported. On the other hand, a substan-
tiall  number of these firms produced in a way that was not according to different gov-
ernmentall  regulations. In the first place in some cases the firms did nor follow the 
Faww on Labour of Foreign Workers (WABW, later revised as the Law on Work For-
eigners,, WAV) , which stipulates that non-nu citizens can only be employed by firms 
whenn no suitable F.u candidate can be found. Employers have to request a work per-
mitt for this at the Central Employment F^xchange (see Raes et al. forthcoming). Sec-
ondly,, salaries, working hours and conditions in these firms sometimes were in viola-
tionn of the way they were requested in collective labour agreements (CAOS). Lastly, 
firmss did not always pav taxes and social security payments over their production. 
Fromm this perspective governmental institutions were of course tempted to intervene 
inn the sector to eradicate informal activity. 

Duringg the 1980s and 1990s bargaining between retailers and governments on this 
issuee changed, and so did the perspective from which governments approached the 
contract-clothingg firms. Before the mid 1980s there was hardly any governmental ac-
tionn to enforce these different kinds of legislation in the firms. In 1985 for instance 
onlyy 14 firms were visited by governmental controlling bodies (Bloeme & Van Geuns 
1987:: 144), in 1988 37, and in 1990 a mere 22. This policy o{ gedogen ̂ (tolerating) en-
abledd the number of firms to grow strongly, as 1 have pointed out in section 3.3, and 
lastedd until the end of the 1980s. In part such a process can be seen as the outcome of a 
successfull  bargaining strategy bv retailers with governments over the treatment of - at 
thatt time - important suppliers, as represented by position d. 

Inn the 1990s this fundamentally changed, which had both a generic and a sector 
specificc component. As to specific policy, first the government focused on reducing ir-
regularr activities, especially in the area of taxation and social security payments, via the 
sectorsector itself. Policy was directed at making buyers of clothing from firms responsible 
forr informal practice by their suppliers. Such a policy was strongly resisted by retailers. 
Thee resistance was successful to the extent that the first policy measures were taken on 
aa voluntary self-regular ing basis by the sector. The first measure, taken in 1989, was the 153 

in t roduc t ionn of a so-called Certif icate of Guarantee, which contract-c loth ing firms 
shouldd hand over to their clients, stating that the fir m has worked according to the 
rules.. T he second was a Certif icate on Payments in which the contract-c loth ing firm 
statedd that it had paid for its workers social security benefits. In 1991 6,000 of the Cer-
tificatess of Guaran tee had been issued (de Volkskrant, 27 February 1992). Since neither 
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off  these measures was obligatory, thev were relatively ineffective (Van Geuns & Van 
Diepenn 1994: 25). Thus even up into the earlv 1990s retailers were able to resist far 
reachingg government intervention in the sector. 

11 he lack of success of these voluntary measures induced the national government 
too trv to reduce illegal activity in the clothing industry bv introducing a bill that would 
extendd the workings of the Law on Chain Liability to the garment sector. ] his law 
makess retailers formally responsible for the illegal activities taking place in subcon-
tractingg firms were their supply is made. In February 1994 this bill gained the force of 
law.. Under this law contract-clothing firms have to open a so-called G-account, on 
whichh their clients deposit 35 percent of the price of an order, as a guarantee that this 
summ is paid to the tax and social security services. At first glance, such a tightened pol-
icyy could be seen as a reduced success of retail bargaining towards the government. 
However,, I have indicated in section 4.3 that by the early 1990s retailers had improved 
theirr supply logistics to such an extent that the}' were now able to combine short-cycle 
fashionn supply with imports. Moreover, the changes in Eastern Europe after 19X9 had 
openedd up a vast new supply of clothing production at a relatively small distance. 
[[  herefore, the new government measures also in part reflect a reduced'interest of retail-
erss in the tolerance of informal activity in the contract-clothing firms. 

Thiss Tightened government policy also in part reflected a change in the more ge-
nericc government attitude towards illegal immigration. If the general climate in the 
1980s,, especially in Amsterdam, reflected an attitude of tolerance, in the 1990s the per-
spectivee became more and more directed to the eradication of illegality. After Novem-
berr 1993 this had repercussions on the approach towards the contract-clothing firms. 
AA number of law enforcement agencies such as the public prosecutor, the aliens police, 
thee Labour Relations Inspection, and the tax service started working Together in the so-
calledd Clothing Intervention Team (err), to clear the Amsterdam garment industry 
fromm illegal practice. The err paid numerous visits to contract-clothing firms and or-
ganisedd raids to look for undocumented immigrants. Many entrepreneurs were fined 
severely.. As a result the vast majority of entrepreneurs in the sector quit the industry. 
Ass was shown in chapter 3, the number of firms was reduced from approximately 
1,0000 in 1992 to a mere 50 in 1997. (dearly, the coinciding of a reduced interest in a 
specificc policy of tolerance m combination with a more generic change in the attitude 
towardss illegality meant a death blow for the migrant-run contract-clothing firms. 

TABLEE 4.5 Government policy towards the clothing industry 

periodperiod industrial policy approach to informal practice 

1970ss little support 

1980-19899 little support gedogen 

' ^^ 1989-1994 little support gedogen; self-regulation 

1994-- little support repression 

Thee new policy stance not so much reflects a more dependent position of retailers 
towardss governments - although retailers have only marginal influence on national 
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moree liberal trade policy. The development of government policy towards the sector is 
summarisedd in table 4.5. 

TRADEE POLICY 

Thee interest of retailers in the field of trade policy is quite straightforward: A wish for 
ann open trade policy regime that allows retailers to import garments at lowest costs 
possible.. As such their stance is diametrically opposed to that of clothing producers or 
tradee unions that are more inclined to pressure the government for protective meas-
uress against cheap imports (see Aggarwal 1985). The resulting trade regime reflects this 
antagonismm of interests in that it has introduced a strongly protectionist policy which 
hass still allowed fot a large rise in imports. It also introduced a special regime for out-
wardd processing trade to nearby countries that many Dutch producing firms used 
too subcontract production to these countries. Moreover, some (groups of) countries 
havee for different reasons been less affected by trade policy measures, and as a result 
havee improved their relative market access position. I wil l discuss trade policy in a 
relativelyy extensive way, because in my opinion in the clothing sector it has had a 
strongg influence on the spatial organisation of production. The EU is responsible for 
thee trade policy of the member states. I wil l therefore focus on the EU level, and only 
referr to the specific Dutch situation when this differs from the EU as a whole. 

Tradee policy in the field of clothing imports has a long history. Already during the 
firstfirst years of reconstruction after the Second World War, European countries had im-
posedd protective measures to avoid balance of payments deficits, and were unwilling 
too extend liberalisation, as agreed upon within the Organisation for European Eco-
nomicc Co-operation (OEEC, later OECD) and GATT, to the textiles and clothing sector. 

Importt tariffs for textiles and clothing therefore were high, and remained high, despite 
severall  rounds of tariff reductions within the GATT.' From the 1960s onwards, how-
ever,, a more comprehensive approach was chosen. Central to this was the concept of 
marketmarket disruption that, for textiles and clothing, became the legal criterion for the im-
positionn of barriers to trade, replacing as such the Safeguard Clause of GATTT (article 
xix) .. This placed the textiles and clothing sector 'outside' GATT and placed it under a 
regimee that, after some temporary predecessors for cotton goods/ in 1974 became 
fullyy institutionalised as the Multifibr e Arrangement (MFA).W 

Inn contrast to article xix of GATE, the concept ofmarket disruption is used to legit-
imisee preventive action (that is, measures can be taken even before imports take place) 
andd as a selective concept (that is, measures can be taken against imports from a selec-
tivee group of countries) (see Blokker 1989: 68-88). In the MFA article 3 and 4 enable 
importingg states to impose quantitative restrictions (quotas) on imports from selected 
countriess in case of market disruption/" On the other hand Annex B of the arrange- 155 

mentt lists procedures on how to install and manage these quotas (for instance on 
yearlyy growth rates of min imal ly 6 percent] to satisfy exporters. In practice the M FA 
becamee an instrument for diminishing imports. 

However,, not all exporting countries were touched bv the MFA. First, importing 
countriess did not target exports from other industrialised countries, with the excep-

file:///_uaiigc
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rionn of exports from Japan. Italy's clothing exports therefore remained unaffected. 
Also,, countries with negligible exports remained outside the MFA discipline.'! As far as 
thee Mediterranean countries were concerned, only Egypt, Israel, Spain, Turkey and 
Yugoslaviaa signed the MFA, but were soon exempted from the imposition of MFA type 
quotass by the F.I:. In practice therefore the MFA was directed towards exports from 
Asia,, Eastern Europe and Latin America towards Western Europe and the us. 

Thee HI: was relatively slow and littl e comprehensive in applying the textiles and 
clothingg arrangements. Until 1978 imports of only few products and from few destin-
ationss were tackled. This was also the result of differences between member states, 
somee more competitive states (like Germany) favouring an open regime, and others 
insistingg on more protection. As a result quotas that were imposed, frequently were 
onlyy applied by certain EU member states. Connected to this, also within the industry 
differentt interests in protection prevailed. Textile producers looked for protection 
againstt imports of textiles, but also of clothing since the clothing industry was the 
mainn outlet for their production. On the other hand the clothing producers tried to 
establishh protection against clothing imports, but preferred a free import regime for 
textiles,, which would enable them to buy inputs against the low world market prices. 
Theyy also insisted on provisions for free re-imports of clothing that European clothing 
producerss had assembled in other countries. Finally, retailers, who in some European 
countriess (Britain, the Netherlands) through their concentrated structure held strong 
leveragee over the industry as a whole, were mainly interested in cheap, quick and se-
curee delivery of clothing (Scheffer 1992). Free imports were their main objective. Ehe 
countriess with the most concentrated retail structure were amongst the strongest an-
tagonistss of a more protective policy. These differences in interests contributed to the 
sloww action of the F.U. Because the us were more straightforward and comprehensive 
inn setting up protection (leading to a diversion of trade to the EU), the result was an 
enormouss increase in imports in the EU since the 1960s, which were only confronted 
withh a series of emergency measures on behalf of the EU in 1977. 

Therefore,, from 1978 at the first renewal of MFA on, the stance of the EU became 
muchh harder, particularly against the large exporting countries in the Far East (Hong 
Kong,, South Korea and Taiwan were the main target). Central to this was the provi-
sionn for reasonable departures which losened the procedures for new quotas. This led 
too an enormous growth in the amount of quotas imposed by the EU under MFA II 
(moree than 197 quotas for 26 countries, Blokker 1989: 218; Theunissen & Blokker 
1985:: 37). Also the growth rates of existing quotas were lowered (81 percent of them be-
ingg less than the prescribed 6 percent of Annex B, Theunissen & Blokker 1985: 15). Re-
sultt of this was that imports, from the large exporters in the Far F^ast in particular, were 
curtailed,, and that imports as a whole slowed down considerably. 

Althoughh this could be perceived as a blow to retailers' attempts to maintain free 
1566 imports, in practice this was not so much the case. Since it was mainly a small group of 

exportingg countries that was tackled by the new trade policy, retailers found it easy to 
Findd alternative sources of supply and as a result continue profiting from low-priced 
imports. . 

Althoughh the EU during the 1980s and the beginning of the 1990s slightly liberalised 
itss import regime for textiles and clothing, the protectionist stance that was introduced 
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withh MFA ii was maintained. One could argue however that the restrictive measures 
becamee more and more focused under MFA HI and iv. Main example of this was the 
introductionn of provisions for cur back (that is, negative growth rates of quotas) for the 
mostt important exporters since MFA HI (1982-1986). Also, from 198"- on the least devel-
opedd countries were exempted from the imposition of quotas - that is if their exports 
didd not increase too fast, which would bring them back under MFA discipline. 

Sincee its very beginning the MFA has been criticised for seriously hampering export 
possibilitiess of developing countries, and undermining the GATT system. However 
onlyy at the start of the Uruguay Round in 1986 did contracting parties reach under-
standingg on the objective and modalities of negotiations on the phasing out of the 
MFA.. Negotiations on textiles and clothing proved extremely difficult , mainly because 
importingg countries were onlv willin g to concede to an ending of the MFA if exporting 
countriess were prepared to follow rules on intellectual property and trade related in-
vestmentt measures more closely and agreed to a more flexible and selective interpret-
ationn of the Safeguard Clause of article xix . In the compromise that came out of the 
Uruguayy Round, agreement was reached on the phasing out of the MFA over a period 
off  10 years, starting in January 1995, and bringing back textiles and clothing under the 
normall  GATT/WTO rules. This process encompasses four phases, in each of which im-
portingg countries wil l liberate a certain percentage of their imports." Tariffs have been 
reducedd on an erga omnesh&sis as a result of the Uruguay Round. The F.U wil l lower its 
averagee tariff for textiles and clothing imports by 17 percent, from the prevailing 11 
percentt to 9.1 percent at the end of the period (Kailin 1995:15). The road for increasing 
importss by retailers was made free again.'M 

Whereass the MFA was set up as a device to counter import flows from developing 
countries,, it had a side effect that was at least as important. The imposition of quotas 
onn imports from large exporters in the Far hast stimulated European rerailers and im-
porterss to search for 'quota free' alternative locations in their sourcing strategies. Also 
firmss in the large exporting countries in the bar Hast tried to circumvent quotas 
againstt their country of origin bv exporting zw other countries, or establishing pro-
ductionn facilities in other Asian countries. As such, the MFA contributed to a spread of 
clothingg exports across Asia, and further than that. Not only did for instance Hong 
Kongg clothing firms contribute strongly to the emergence of China as (one of) the 
mostt important Asian clothing exporters, to avoid quotas the firms also set up assem-
blyy facilities in the United Arab Emirates - hardly a low-wage country/'4 Among the 
beneficiariess of this unexpected consequence of the M FA were some of the countries in 
thee Mediterranean region and in Eastern Europe. 

Mediterranean Mediterranean 
fromm its establishment in 1958 onwards the Ft' has struggled to define its relationship 
withh its Mediterranean neighbours. Until the i9~os this has not resulted in a compre-
hensivee approach of the EU towards the region. Before that the Mediterranean policy 
off  the KL' - if one can speak of such a thing-consisted of a highly fragmented array of 
agreementss with different countries, that all differed in reach, coverage and objective. 
Evenn though most agreements encompassed some degree of preferential treatment of 
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thee Mediterranean partner and some financial support, large differences prevailed. 
Whereass the agreements with Greece and Turkey of 1961 and 1963 for instance were 
aimedd at future membership, the agreement with Spain was, due to the Franco dicta-
torship,, more limited in reach. Also, whereas Morocco and Tunisia in 1969 concluded 
aa formal agreement with the EU, the relationship with Algeria has since its independ-
encee in 1962 remained more informal and the agreement with Egypt only entered into 
forcee in 1973. 

Inn the field of textiles and clothing the proliferation of quantitative restrictions had 
nott yet fully started. Some Mediterranean countries that already were substantial ex-
porterss were treated under the MFA regime'1 - for instance Egypt from 1970 until 1973 
alreadyy faced quotas for its cotton fabric exports (Raes 1990: 31) - whereas small Medi-
terraneann exporters were not affected. In the area of tariffs, different countries enjoyed 
differentt preferences in their access for textiles and clothing, depending on the sort 
andd date of their agreement with the EU. Tariffs for exports from Turkey were already 
loweredd in the 1960s as a result of its 1963 association agreement. Morocco and Tuni-
siaa (since 1969) and Egypt (since 1973) under their agreements with the EU enjoyed less 
preferentiall  access in the field of tariffs, which did still provide them with slightly 
betterr market access than other countries. 

Inn 1972 a more comprehensive Mediterranean policy was adopted, the Global 
Mediterraneann Policy. Although this new policy was formally directed to all Mediter-
raneann non-member states, after 1974 in practice it divided the Mediterranean in two 
byy de facto offering the possibility of membership to the new Southern European de-
mocraciess in Greece, Portugal and Spain. On the other hand it provided a blue print 
forr the new co-operation agreements of the EU with the non-European Mediterra-
neann world. As such, in January 1976 Morocco, Algeria and Tunisia, in January 1977 
Egypt,, Jordan and Syria, and in May 1977 Lebanon, all concluded Go-operation 
Agreementss with the EU. These agreements encompassed three volets, notably trade, 
financiall  support and technical support, and an institutionalised structure for co-
operationn between the EU and its Mediterranean partners. As far as trade was con-
cernedd each agreement contained a trajectory of non-reciprocal tariff reductions" on 
behalff  of the EU, leading to tariff free access for Mediterranean exports to the EU. The 
agreementss also involved a formal commitment to further liberate EU imports from 
thee Mediterranean region, and not to impose non-tariff barriers to obstruct trade. 

However,, some products were carefully kept outside the full scope of the agree-
ments.. Apart from agricultural products, textiles and clothing constitute the main ex-
amplee in this. So even if textiles and clothing exports were included in the preferential 
tarifff  reductions of the EU, other kinds of barriers remained in place. As such, from 
19800 onwards, no more tariffs were levied on the imports of textiles and clothing from 
Morocco,, Tunisia and Egypt, giving them an important cost advantage vis-a-vis their 

88 Asian competitors.'' On the other hand in trying to establish a comprehensive scheme 
too control the imports of textiles and clothing under the MFA, the F.u was not prepared 
too leave a 'Mediterranean leak' fully open. With the ink of the first generation of 
agreementss under the new Mediterranean policy only just dried, the EU included the 
Mediterraneann countries (Egypt, Tunisia, Morocco, Turkey, Spain, Portugal, Malta, 
Gypruss and Yugoslavia) in its informal emergency measures against textiles and cloth-
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ingg imports, in 19 (Blokkei lyay; i>i; Pomirei iyS6: 88). Also, despite their agree-
mentss with the EU, five Mediterranean states were treated as regular MFA countries, 
andd faced the harsh quotas that went with that status." 

Afterr 1977 means were sought to control Mediterranean exports, whilst at the 
samee time not contravening letter and spirit of the co-operation agreements. I he 
neww Mediterranean agreements did contain a Safeguards clause to take temporary 
measuress against imports that caused problems for domestic Hi' producers, but pro-
ceduress to impose these were strict and use of these Safeguard clauses was clearly 
meantt to be limited. As far as Morocco and Tunisia were concerned, the solution was 
foundd in voluntary export restraints outside MFA."" Under the threat of the imposition 
off  MFA-type measures or the withdrawal of financial support;, southern Mediterra-
neann countries were convinced to reduce their exports of sensitive textiles and cloth-
ingg products ' voluntarily. Turkey for a long time refused to compromise with the 
stipulationss of its 1963 association agreement with the EU, and refused to concede to a 
voluntaryy arrangement. Ultimately in 19-78 it was the branch organisation of the 
Turkishh textiles and clothing industry (and not the Turkish state) that came to an 
understandingg with the EU. Only in 1982 (after three years of unilateral El' measures) 
didd Turkey accept a voluntary limitation of its exports. This EU policy of limiting 
Mediterraneann exports of textiles and clothing under informal arrangements - al-
thoughh the products and countries covered have differed over the years - has con-
tinuedd until today. 

Too what extent do the arrangements for textiles and clothing exports of the Medi-
terraneann countries differ from the M F A ?' First, whereas since MFA II the EU at-
temptedd ro cover all products from all countries, the approach towards the Mediterra-
neann was less comprehensive, leaving even some sensitive products free from quota. 
Sincee the beginning of the 1980s a more comprehensive scheme was used for the 
Mediterraneann countries as well, leading to the start of'consultations' on quotas when 
exportss of sensitive products reached certain levels. Second, quotas for Mediterranean 
exporterss were set at relatively high levels. In some cases exports of a country did not 
evenn reach the quantity allowed by the quota."' Moreover, yearly growth rates of 
quotass exceeded the MFA by more than 50 percent (Ashoff 1983: 25). 'Third, and more 
important,, the administration of the Mediterranean quotas by the EU is less rigid than 
thatt of MFA. As such, imports are not automatically stopped after the whole quota has 
beenn used up; imports exceeding quota levels seem to occur frequently. Finally, the 
agreementss with the Mediterranean countries provide for liberal arrangements for re-
importss in case of subcontracting (or outward processing trade (OPT) as the EU calls it) 
outsidee the regular quotas. Under OPT clothing that has for instance been designed 
andd cut in the EU, but was thereafter exported to Morocco for assembly, only ro be 
re-importedd into the EU afterwards, remains exempted from quotas or tariffs. ' I ur-
kevv was in manv respects the country that profited most from this relatively better 159 

markett access. 
Thiss approach was maintained until approximately 1995, although new protocols 

weree adopted to deal with the accession of Greece in 1981, and Portugal and Spain in 
19866 to the EU. 'This southern enlargement, although strongly feared by its Mediter-
raneann neighbours, has not greatly hampered textiles and clothing exports from other 
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Mediterraneann stares, although some analysts reared that this would be the case 
(Ashofff  1983, 34-39). Theunissen and Blokker (1985: S3) even mention the possibility 
thatt Mediterranean non-member states were compensated for the loss of agricultural 
exportss due to the enlargement, by more flexible textiles and clothing arrangements. ; 

11 o say the least, the relations between the El" and the Mediterranean in the area of 
textiless and clothing are ambivalent and encompass contradictor}' elements. This am-
bivalentt character has only been reinforced under the newest phase of Et'-Mediterra-
neann relations since 1995, the Euro-Med Agreements. This new phase was on the one 
handd triggered of by the social and political turmoil in the region due to deteriorating 
socio-economicc conditions and discredited authoritarian regimes, and on the other 
handd by developments in Eastern Europe (see further). 

Mainn purpose of the Euro-Med Agreements - of" which five (with Morocco, Tu-
nisia,, Israel, the Palestinian authority and Turkey) have been signed vet - is the estab-
lishmentt of a free trade zone in manufactured products between the EL: and its Medi-
terraneann partners in the year 2010. '' As far as quotas on imports of textiles and cloth-
ingg are concerned, which as 1 have indicated, have not been liberalised before, no 
additionall  concessions were made by the EU. The El' will gradually remove quantita-
tivee restrictions from textiles and clothing imports from the region, but onlv as a part 
off  its overall liberalisation of textiles and clothing imports under the MEA. Therefore 
thee two remaining quotas on Tunisian textiles and clothing exports can be in force un-
till  the year 2005. Only in the case of Turkey, due to the establishment of a customs 
unionn in 1996, most restrictions on clothing imports have been removed (Ram 
Khannaa 1998: 81). Even so, Turkish manufacturers have worries about the possibility 
off  'continuation of the impediments1 ("re.MA 1994). 

f.asternf.astern Europe 

E.asternn European countries had been hard hit by the MEA over the 1980s, although 
underr OPT provisions some Eastern European countries had managed to increase 
theirr exports. In this respect their market access is determined by the development of 
MEAA that has been discussed above. In part they profited form the strict quotas against 
thee leading Asian suppliers, emerging as an alternative source of supply. However, the 
falll  of the Berlin Wall and its resulting tightening of the relations of the Eastern Euro-
peann countries with the EL', led to a rapid rrtpprocbeJtieiitbetween the EU and its east-
ernn neighbours, and as a result a strong improvement of Eastern Europe's position. 
11 he so called Europe Agreements with Eastern Europe provided for a rapid liberalisa-
tionn of quotas, to be completed in 1998 (Hoekman & Djankov 1996: 394). The Euro-
pee Agreements have exempted the Eastern European countries from tariffs bv estab-
lishingg a free trade area between them and the Hi", and have provided liberal options 
forr subcontracting under outward processing trade arrangements (Hines 1998: 195). 

1600 I his gives Eastern Europe a much freer marker access to the EL" for textiles and cloth-

ingg than their Asian competitors, and even better than the El 's southern neighbours 
inn the Mediterranean (Hoekman cV Ojankov 199s: 12). 

Inn summary, the market access regime for different textiles and clothing suppliers to 
thee EL marker is not only influenced by the (changing) mixture of preferential tariffs 
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andd lesuiciive quotas bv the t i cowards the region, bur aiso by the (changes) in the EL 
policvv yersus other producers under the MFA. One could distinguish at least three 
periodss in which this preferential/protective cocktail had a distinctively different fla-
vourr (see table 4.6). 

TABLEE 4.6 EU market access regime for different textiles and clothing suppliers: tariffs and quota 

period period 

1970-1978 1970-1978 

1978-199S 1978-199S 

1995-1995-

Asia Asia 

-- high tariffs 
-- moderate quotas 

-- high/moderate tariffs, 
loww preferences 

-- strict quotas 

-- moderate tariffs 
andd preferences 

-- strict quotas, 
endingg 2005 

Mediterranean Mediterranean 

-- high tariffs, 
moderatee preferences 

-- no quotas 

-- no tariffs, 
highh preferences 

-- moderate quotas 

-- no tariffs, 

highh preferences 
-- moderate quotas, 

endingg 2005 

EasternEastern Europe 

-- high tariffs 
-- moderate quotas 

high/moderatee tariffs, 
loww preferences 
moderatee quotas 

noo tariffs, 
highh preferences 
moderatee quotas, 
endingg 1998 

First,, the period from 1970 until the start of the second MFA in 1978 is characterised by 
aa hesitant EU in both preferences and restrictions. The EU was littl e comprehensive in 
thee development of a textiles and clothing policy, contributing to an upsurge of im-
portss from especially East Asia. At the same time the Mediterranean policy was still in 
itss infancy, leading to some degree of preferential entry in the field of tariffs, but being 
littl ee consistent. On the other hand tariffs in general were still relatively high, so that 
thee margin for preferences was large. 

Thee second phase starts with the hardening of EU textiles and clothing policy 
underr the MFA II in 1978. This more restrictive policy was directed at imports from all 
sources,, but in practice focused mainly on East Asia. This was partly due to the fact 
thatt in the same period the EU started developing a more consistent Mediterranean 
policy,, through which preferences on tariffs were extended and the use of quotas was 
ruledd out. Although the EU during the 1980s did put pressure on the Mediterranean 
countriess to agree to voluntary limitations of exports, the resulting market access of 
thee Mediterranean in relative terms was much better than that of its Asian competi-
tors.. To a lesser extent the same counted for Eastern European suppliers. 

Finally,, in the last phase starting approximately in the beginning of the 1990s, this 
relativee advantage was starting to change. The main reason for this were the trans-
formationss in Eastern FLurope, which not only brought some new competitors to the 
foree for the Mediterranean exporters, but also deteriorated their relative market access 
positionn by EU concessions (and in the future even membership) for Eastern Euro-
peann countries. On a global level, the phasing out of the MFA and the lowering of tar-
iff ss wil l improve market access for all exporting countries, but wil l at the same time an-
nihilatee the preferential access for the Mediterranean and Eastern Europe. In practice 
thee new Euro-Med Agreements coincides with the ending of an £U preferential com-
merciall  policy in textiles and clothing towards the region. 

161 1 
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Conclusion Conclusion 

Thiss section has shown how the relations between retailers and governments in the 
areass of industrial restructuring and trade policv have changed over the vears. In many 
casess it is hard to explain (changes in) government policv as a result of a (changing) 
leveragee of retailers over governments. Broader determinants, like changes in Eastern 
Europe,, or the more generic aspects of policv, are more important in this. Also, in 
somee respects government policy - like the eradication of informal contract-clothing 
firmsfirms or a more restrictive trade policy - runs against the interests of retailers. Still, I 
maintainn that over the whole government policy has not strongly hampered retailers' 
sourcingsourcing strategies. The lack of government support for the declining domestic indus-
tryy over the 19-os (and bevond) was in no wav a problem for retailers. Thev could eas-
ilyy supply themselves with imports, which in fact has been one of the main causes of 
thee clothing industry s decline. A tightening of trade policy over the 1980s was met bv 
aa shift in import origins away from large Asian suppliers, and bv a growing sourcing at 
domesticc migrant-run contracting firm, towards which government policv at that 
periodd was lenient and tolerant. A gradual tightening of government policv against in-
formall  practice in such firms after 1989 and especially after 1994, potentially could 
havee harmed retailers' interests in securing short-cycle fashion supply. However, re-
tailers'' increased logistical capacities to use imports for the short-cvele supply, made 
themm relatively immune for these government measures. Moreover, a selective liberal-
isationn of trade policy towards nearby countries in the Mediterranean and Eastern 
Europe,, opened up new supplying areas to do so. The planned further overall liberal-
isationn of clothing trade wil l give retailers even more freedom in this respect. The out-
comee of policy making in the two areas that 1 studied has thus certainly not been to 
thee detriment of retailers' interests. 

4.88 Control over the clothing sector 

'' The authority of fashion is imperative as to everything which it touches.' 
(Kroeber,, in Lauer & I.auer 1981: 2?) 

Inn the previous five sections 1 have analysed how the relations of retailers with sup-
pliers,, consumers, financiers, workers and governments has changed over time. This 
sectionn can be read as a summary of these sections and deals with the general pattern 
thatt arises from these different bargaining relations. I want to do that in terms of the 
differentt forms of control that have come up as the result of this bargaining at differ-
entt moments in time. 

Ass to the relations of retailers with suppliers, I have shown that around i960 these 
cann be conceived of as relatively interdependent. Retailers were still relatively small in 
size,, and not yet that concentrated, whereas producers at that time were still relatively 
large.. Relations between the two were relatively stable. Since the 1960s, however, the 
influencee of retailers over suppliers has become larger and larger, making suppliers 
moree and more dependent on retailers. Next to this process, the second half of the 
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1980ss witnessed some successful reaction by suppliers that managed to introduced 
brandd clothing with increasing appeal to consumers and even extended their activities 
roo retailing. Moreover, over the 1980s retailers increasingly mastered the logistics of 
short-cvclee fashion, via which thev put increasing demands on their suppliers. 

Ass to consumers, their relations with retailers around i960 were relatively stable as 
well.. Consumers bought their relatively classic clothing at relatively small retailers. 
Thee increase in size of retailers, together with the speeding up and individualisation of 
fashionn modified this pattern. In the clothing mass market large retailers, through 
economiess of scale, outcompeted smaller ones on price, hereby tying consumers in 
thesee market segments to them. As to the increasingly fashionable clothing, even 
thoughh at first this brought up logistic problems for the retailers, during the 1980s they 
managedd to overcome this and thereby increase their leverage over consumers through 
thee workings of fashion. This is particularly the case for branded clothing where con-
sumerss become attached to specific brands in fashion, creating an even stronger link 
too the retailer (or the branded clothing supplier). 

Thee relations of retailers with financiers were relatively stable, to the extent that 
manvv of the large retailers maintained a strong autonomy over their financing. 
Aroundd 1960s this was still reflected in their legal status as family-owned firms, using 
thee private family capital. In the 1980s many retailers issued shares at the stock ex-
changee to finance their internationalisation and take-over strategies; the majority of 
shares,, however, remained in the hands of the founding families. 

Inn their relations with workers the 1960s also show a relatively stable relationship. 
Overr time the skill level of sales personnel has decreased due to new shopping for-
mula,, which increased control of retailers over labour. During the 1980s and 1990s this 
iss reflected in a growing number of part-time workers and a flexibilisation of working 
hourss and conditions. 

Ass to governments in the field of trade policy bargaining with retailers has since 
thee 1960s resulted in an increasingly protectionist import regime, especially after 19-8. 
Evenn so, this regime has not stopped retailers from increasing imports as a means to 
providee themselves with cheap clothing. During the 1980s a more diversified pattern 
developedd in which nearby countries in the Mediterranean and Eastern Europe were 
favouredd over Asian countries, so as to enable retailers and producers to cope with rap-
idlyy changing fashion. The plan to phase out remaining import restrictions can be 
seenn as a further success of retailers. As to government policy towards the industry in 
thee Netherlands, the retailers have stood relatively neutral towards the lack of support 
byy the Dutch government to the declining clothing industry. Retailers have profited, 
however,, from the non-intervention in the contract-clothing sector during the 1980s. 
Thee harder stance of the government after 1993 can be seen as an obstacle to retailers' 
sourcing,, although the emergence of Eastern Europe as a nearby production centre 
madee this less important. 163 
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11 able 4." summarises the changing dependency of the five groups of actors on retailers. 

TABLEE 4.7 Dependency of suppliers, consumers, financiers, workers and governments on retailers; 

aa summary 

period period 

1980-1985 1980-1985 

1985-1990 1985-1990 

19901995 19901995 

suppliers suppliers 

-- more compe-

titonn among 

supplierss by low 

demand; ; 

-- low margins 

supplierss via 

price e 

competition n 

discounters; ; 

-- more influence 

retailerss through 

privatee labels 

-- stronger position 

suppliers s 

throughh own 

brands; ; 

-- tightening 

controll over 

supplierss to 

integratee shorter 

fashionn cycles 

andd upgrading 

privatee labels; 

-- more influence 

retailerss through 

increased d 

subcontracting g 

-- more influence 

retailerss through 

shorterr fashion 

cycless and low 

demand; ; 

-- more influence 

retailerr through 

globall sourcing; 

-- more influence 

retailerss through 

increased d 

subcontracting; ; 

-- less success 

brandss in low 

demand d 

conditions s 

consumers consumers 

-stagnating g 

demand; ; 

-- influencing 

consumerr on 

basiss of low 

price; ; 

-- influencing 

consumerss with 

privatee labels 

•• increasing 

demand; ; 

•• short-cycle 

fashionn makes 

consumerss more 

unpredictable; ; 

increased d 

influencing g 

consumerss with 

upgradedd private 

labels; ; 

•• increased 

influencing g 

consumerss with 

brands s 

stagnating g 

demand; ; 

mastering g 

shorterr cycle 

fashion n 

increases s 

influencee over 

consumers; ; 

influencing g 

consumerss with 

privatee labels 

financiers financiers 

-- independence 

retailerss from 

financiers s 

throughh own 

financing; ; 

-- growth in 

retailerss size 

increases s 

influencee over 

financiers s 

-- independence 

retailerss from 

financiers s 

throughh own 

financing; ; 

-- growth in 

retailerss size 

increases s 

influencee over 

financiers s 

independence e 

retailerss from 

financiers s 

throughh family-

ownedd shares; 

retailerr provides 

financiall services; 

growthh in 

retailerss size 

increases s 

influencee over 

financiers s 

workers workers 

-- weak position 

workerss retailers; 

-- dependent 

positionn workers 

inn domestic retail 

suppliers; ; 

-- strongly 

dependent t 

positionn workers 

inn foreign retail 

suppliers s 

-- weak position 

workerss retailers; 

-- dependent 

positionn workers 

inn domestic retail 

suppliers; ; 

-- growth 

undocumented d 

labour; ; 

-- strongly 

dependent t 

positionn workers 

inn foreign retail 

suppliers s 

-- weak position 

workerss retailers; 

-- strongly 

dependent t 

positionn workers 

inn domestic retail 

suppliers; ; 

-- growth 

undocumented d 

labour; ; 

-- strongly 

dependent t 

positionn workers 

inn foreign retail 

suppliers s 

governments governments 

-- tolerating 

informal l 

practice; ; 

-- little support 

industriall policy; 

-- restrictive trade 

policy; ; 

-- high preferences 

Mediterranean; ; 

-- low preferences 

Easternn Europe 

-- tolerating 

informal l 

practice; ; 

-- little support 

industriall policy; 

-- restrictive trade 

policy; ; 

-- high preferences 

Mediterranean; ; 

-- low preferences 

Easternn Europe 

-- self-regulation of 

informal l 

practice; ; 

-- little support 

industriall policy; 

-- restrictive trade 

policy; ; 

-- high preferences 

Mediterranean; ; 

-- moderate 

preferences s 

Easternn Europe 
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-- stronger position 

suppliers s 

through h 

ownn brands and 

ownn retail 

outlets; ; 

-- more influence 

-- retailers through 

shorterr fashion 

cycless and 

upgrading g 

privatee labels 

-- increasing 

demand; ; 

-- influencing 

consumerss by 

brands s 

-- influencing 

consumerss by 

upgrading g 

privatee labels; 

-- mastering short-

cyclee fashion 

enables s 

increased d 

influencee over 

consumers s 

-- independence 

retailerss from 

financiers s 

throughh family-

ownedd shares; 

-- retailer provides 

financiall services; 

-- growth in 

retailerss size 

increases s 

influencee over 

financiers s 

-- weak position 

workerss retailers; 

-- growth in 

vacancies; ; 

-- strongly 

dependent t 

positionn workers 

inn domestic retail 

suppliers; ; 

-- decline 

undocumented d 

labour; ; 

-- strongly 

dependent t 

positionn workers 

inn foreign retail 

suppliers s 

-- repression ot 

informal l 

practice; ; 

-- little support 

industriall policy; 

-- restrictive trade 

policy; ; 

-- high preferences 

Mediterranean; ; 

-- high preferences 

Easternn Europe 

Off  course bargaining of retailers with the different other actors is strongly intercon-
nected.. For instance, the changing pattern of demand that I discussed in terms of 
retailer-consumerss relations is of tremendous importance for the relation of retailers 
withh suppliers. Scheffer (1992: 129) points this out: 'Demand is shaping retailer strat-
egyy in two ways. First, stagnation in demand fosters price competition. Second, re-
tailerss must then offer a clear image and improve their presentation. Retailers are 
facedd with growing costs in presentation, for personnel and for advertising while at 
thee same time their sales are stagnating. The only way to increase profitability is by 
speedingg up turnover time and reducing product cost price. This therefore forces re-
tailerss to squeeze their suppliers or otherwise find cheaper sources. Alternatively they 
mavv be able to gain better control over presentation and the price of merchandise by-
takingg over industrial functions.' It is therefore important to combine the five devel-
opments. . 

Whenn analysing the development of retailers' relations with other actors the fol-
lowingg pattern emerges. In i960 the relations of retailers with other actors resulted in a 
situationn of mutual dependence. At that point in time the whole organisation of 
clothingg production and distribution was based on mass production and mass con-
sumptionn of clothing. Relations with suppliers were of a relatively equilibrated nature, 
involvingg relatively long planning cycles in a period of increasing relatively homo-
geneouss demand. Retailers were mainly family-owned businesses, with littl e depend-
encyy on external financiers. Workers contracts were relatively protected under the 
sociall  security legislation of the welfare state. Trade policy was relatively open. 

Thiss pattern changed over the 1960s and 1970s, reflecting first of all a strong con-
centrationn process of retailers. This placed them in a stronger position versus other 165 
actors.. Increased possibilities for imports, under an open trade policy and a still rela-
tivelyy homogenous demand, enabled large retailers to use cheap new sources of sup-
ply,, which put domestic suppliers under pressure. The leverage over financiers grew 
withh the increasing size of retailers, whilst worsening employment conditions in the 
i9^oss also placed workers under increased control. 
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Inn the 1980s a process of differentiation became apparent. This differentiation was 
linkedd to the relations of retailers with consumers and suppliers. In fact, the independ-
encee of retailers from financiers was essentially maintained even when thev entered the 
stockk market, and the dependence of workers basically grew under the booming un-
employmentt conditions. As to suppliers and consumers on the one hand the adverse 
markerr circumstances further increased competition on price, which large retailers 
successfullyy managed bv imports. The use of imports placed further pressure on do-
mesticc producers, many of whom went bankrupt or started to use OI>T to reduce la-
bourr costs. Even though trade policv had become more restrictive, a continuous shift-
ingg of import origins enabled a secure supply of such low-priced clothing. iMoreover, 
regulationn of OPT remained relatively more liberal than of direct imports, particularly 
towardss countries in the Mediterranean. As a result control over suppliers remained a 
strongg feature over the 1980s. 

Ass to the supply of branded clothing, a different process took place. Since the sec-
ondd half of the 1980s a number of branded suppliers managed to carve out an import-
antt and growing niche in the market for clothing, which rendered them relatively in-
dependentt from the large retail chains. This independence was reinforced when they, 
particularlyy during the 1990s, started setting up their own (franchised) retail chains. In 
thiss segment of the market, suppliers increased their leverage over retailers instead of 
thee other way around. 

However,, over the 1980s also a process of shortening of fashion cvcles took place. 
Whilstt during the 1980s the new logistics of this short-cycle fashion posed difficulties 
forr large retailers, over the 1990s they managed to incorporate this in their sourcing 
planning.. In the mid-1980s this limited the degree of control of retailers over sup-
pliers,, with retailers looking for nearbv suppliers for fashionable goods. Government 
policyy during this period was tolerant towards the informal practice raking place in 
thee contract-clothing firms supplying such garments. From the 1990s onwards, how-
ever,, the increased requirements of quick response could increasingly be imposed on a 
growingg number of domestic and foreign suppliers. This made suppliers more de-
pendentt on retailers. I he growing international co-operation in sourcing plaved a 
majorr role in this. 

Conclusion Conclusion 

Inn conclusion, it becomes clear from table 4.7 that after 1980 there is no single pattern 
ofof dependency of the five actors on the retailer. If relations with workers are for instance 
bestt represented by positions of increasing control, as to financiers the relation is best 
picturedd by one of relative independence. Second, even in the relations with for in-

1666 stance suppliers or consumers it is hard to identify a single concept of control cover-
ingg the level of dependency, since there is a strong differentiation in dependency as to 
thethe market segment of the clothing market focused on. Bargaining relations of a retailer 
andd a well-known branded supplier differs strongly from that of a retailer and one of 
thee Amsterdam contract-clothing firms. What does become clear is that there is a 
growingg polarisation in the clothing trade, with branded producers holding a strong 
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andd nnn-branded producers occupying an increasingly weak position. ITicse devel-
opmentss relate to the spatial configuration of" production discussed in the next 
section. . 

4.99 Geographical configuration of the industrial complex 
inn the clothing sector 

'/II  man 's typical wardrobe of today is probably better travelled than he is.' 
(Minkk Rath et al. 1994: 217) 

Inn chapter 2, 1 have argued that the outcome of the bargaining process between differ-
entt actors in the industrial complex brings with it a certain geographical configuration 
off  production in the sector. Following Ruigrok and Van duider, I developed table 4.8 
ass a framework for this. In this table different degrees of geographical dispersion of 
productionn are related to different forms of control over other actors. The table shows 
howw a certain form of control by retailers over the five other actors s goes with a certain 
spatiall  configuration of clothing supply. 

TABLEE 4.8 Geographic configuration and concepts of control 

locallocal national regional 

ownership ownership 

dependentdependent without influence 

dependentdependent with influence 

interdependent interdependent 

independent independent 

independentindependent with influence 

Beforee applying table 4.8 to the changes in the forms of control identified in the previ-
ouss section, three observations have to be made, hirst, it is important to underline that 
II  focus here on one specific aspect of internationalisation by retailers, that is sourcing. 
Putt differently, I concentrate on the way a certain degree of control leads to a certain 
spatiall  configuration of supply of clothing to retailers. This is important because 
internationalisationn of tetailers has at least two other dimensions, that is, first, the op-
erationn of shops, and, second, the international transfer of management expertise 
(Dawsonn 1993: 15). These will not be explored further in my study. ' 

Second,, as to the spatial configuration (the horizontal axis of table 4.8) it is pos-
siblee to be more concrete. In chapter 3, I have identified different groups of countries 
thatt play a role in the supply of clothing to Dutch consumers. I hese included the 
Netherlands,, the EL', nearbv countries in Eastern Europe and the Mediterranean, the 
establishedd Asian suppliers (mainly Hong Kong and South Korea) and a growing 
groupp of other Asian countries. Moreover, I have pointed out how Amsterdam came 

global global 
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upp as a source of contract-clothing supplv. I used tabic 4.8 in such a wav as to place 
thesee different origins or clothing supplv along the dispersion-concentration axis. 

Third,, I have pointed out that there is a differentiation of forms of control from 
thee perspective of different market segments of clothing. In the previous section I have 
distinguishedd 3 market segments: the mass market, the contract market and the 
brandedd market. Here I want to connect these segments to the six positions in the 
clothingg market as to their fashion and quality composition (see also table 3.22). Pos-
itionn 1 refers to the haute couture. Position 2 is the segment of fashionable branded 
clothing.. Position 6 encompasses the mass market. Position 4 the branded classic 
qualityy wear market. Positions 3 and 5 encompass the contract market and the private 
labelss of retailers. These market segments enable me to connect the different forms of 
controll  of a retailer over suppliers to the geographical origin of clothing supplv. 

Inn table 4.9-4.12, I present the geographical configuration of clothing supplv of differ-
entt market segments in relation to the forms of control. 

Inn the first half of the 1980s, clothing supplv, with the exception of the mass market of 
positionn 6 (and in part position 5), was still characterised by a relatively limited degree 
off  dependence on a European scale. With position 3 being of relatively small import-
ance,, and the haute couture of position 1 in general being small, the focal point of table 
4.99 is in the centre of the table. Since positions 5 and 6 made up for a large part of the 
market,, many suppliers of course did already face increasing control by retailers. 

TABLEE 4.9 Geographical configuration of clothing supply: 1980-1985 

1980-1985 1980-1985 

ownership p 

dependentt without 
influence e 

dependentt with 
influence e 

interdependent t 

independent t 

independentt with 
influence e 

AmsterdamAmsterdam NL EU EU E.E./Med. E.E./Med. HKT HKT OtherOther Asia 

(positionn 3) 
(positionn 5) 

positionn 3 position 6 

(positionn 3) position 5 position 5 

positionn 4 position 4 

positionn 2 

positionn 1 

II  his configuration changed in the second half of the 1980s. This period witnessed on 
1688 the one hand a globalisation of clothing supplv of less fashionable clothing (positions 5 

andd 6) - in part the result of restrictive trade policy against established Asian produ-
cerss - and a strengthening of the position of branded clothing producers versus retail-
ers,, as represented by position 2. Since also fashion started to become of more import-
ancee for the lower qualitv market, and retailers found it hard to combine high levels of 
controll  with high degrees of dispersion, table 4.10 shows a relatively' more prominent 
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re-concentrationn of supply closer to the Dutch LUIISUIUCI. ( io\ einmeni regulation of 
industryy left ample room even for informal practice taking place in domestic contract 
suppliers. . 

TABLEE 4.10 Geographical configuration of clothing supply: 1985-1 990 

1985-1990 1985-1990 

ownership p 

dependentt without 
influence e 

dependentt with 
influence e 

interdependent t 

independent t 

independentt with 
influence e 

AmsterdamAmsterdam NL EU EU 

positionn 3 position 5 

positionn 4 position 4 

positionn 2 

positionn 1 
positionn 2 

E.E./Med. E.E./Med. 

(positionn 3) 

positionn 3 

HKT HKT OtherOther Asia 

positionn 6 

positionn 5 

positionn 2 

Tablee 4.11 shows how during the first half of the 1990s retailers precisely learned to 
combinee such levels of control with long-distance sourcing, which also made the pos-
itionn of domestic suppliers more dependent. A stricter government policy moreover 
madee their position increasingly complicated. The globalisation process of the less 
fashionablee market was only reinforced, with an increasing number of countries now 
ablee to produce for higher quality market segments as well. Importantly, the share of 
intraa EU suppliers started to decline at the expense of more dependent nearby suppliers 
inn the Mediterranean (especially Turkey) and Eastern Europe, whose relative market 
accesss position was better than that of their Asian competitors, 'faking the domestic 
contract-clothingg suppliers and subcontractors in nearby countries together, I con-
cludee with Scott (1990: 104) that "[subcontracting activity balkanizes the labor force', 
butt that it alst) brings the Balkan - and other - labour markets in the picture of supply. 

TABLEE 4.11 Geographical configuration of clothing supply: 1 990-1995 

19901990 1995 

ownership p 

AmsterdamAmsterdam NL EU EU 

dependentt without position 3 
influencee position 5 

positionn 6 

dependentt with 
influence e 

interdependent t 

independent t 

independentt with 
influence e 

E.E./Med. E.E./Med. 

(positionn 3) 

positionn 3 

HKT HKT OtherOther Asia 

positionn 6 

positionn 4 positionn 4 

positionn 2 

positionn 1 
positionn 2 

positionn 2 position 5 position 5 

positionn 4 

positionn 2 
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11 his development continued in the second half of the 1990s, with two important dif-
ferencess (see table 4.12). hirst, a combination of factors (stricter attitude towards in-
formall  activity, decline in clothing demand, competition from hastern Hurope, im-
provedd logistics retailers, trade policy) led to the disappearance of the Amsterdam 
contract-clothingg suppliers, to the further benefit of dependent nearbv suppliers. 
Second,, the strength of t;u branded suppliers increased further. The resulting config-
urationn is a triple one: Position 2 comes from relativelv autonomous suppliers, in 
whichh HI: suppliers play a leading role, but where established Asian suppliers and 
subcontractorss in the Mediterranean and Eastern hurope have made an inroad as 
well.. Second, a globalised pattern of lesser fashionable clothing supply, in a depend-
entt position towards retailers. And third, a highly dependent supply of fashionable, 
lowerr quality garments from nearbv suppliers. 

TABLEE 4.12 Geographical conf igurat ion of c lothing supply: 1995 

1995-1995-

ownership p 

dependentt wi thout 

influence e 

dependentt w i th 

influence e 

interdependent t 

independent t 

independentt w i th 

influence e 

AmsterdamAmsterdam NL 

(posit ionn 3) 

EU EU 

positionn 4 position 4 

positionn 2 

positionn 1 

positionn 2 

E.E./Med.E.E./Med. HKT 

(posit ionn 3) 

posit ionn 3 

OtherOther Asia 

positionn 6 

posit ionn 2 position 5 position 5 

positionn 4 

positionn 2 

Conclusion Conclusion 

1^ 0 0 

II  nstead of a clear cut conclusion on the existence of re-runaway, the preceding analysis 
hass shown a differentiation of dependency relations and a resulting multiple pattern 
off  supply for different market segments of clothing. As is also pointed out bv Van 
Hoekk (1998: 96), this reflects a relationship between the degree of standardisation of 
garmentss ;'nd the globalisation of their supply. Clothing of market segments number 
66 and 5, is supplied from locations further away than other clothing. However, the 
situationn seems to be more complicated than that. On the one hand, retailers have be-
comee more able to incorporate the short-cycle fashion in their logistics, enabling im-
portss of fashionable garments. As such, the dispersion of such fashionable clothing 
supplyy has increased, especially during the 1990s. Hereby the allegation that higher 
degreess of control - to fulfi l an increasing range of requirements - necessitate a lower 
dispersionn is in part refuted, even though nearbv suppliers plav an important role. Of 
thesee nearby suppliers Turkey stands as the most important one. Second, even for the 
brandedd suppliers, where the combination relative independence and intra Hi' pro-
ductionn seemed to be most prominent, the level of dispersion increased, with the es-
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tablishedd Asian suppliers as well as the nearby suppiicis playing an increased role, in 
thatt respect retailers have more and more mastered space, using different locations tor 
differentt sourcing requirements. Apart from the well-established branded producers, 
thiss places suppliers in a more and more dependent position. 

4.100 Conclusion 

"Fashion"Fashion is out of fashion. 
(Leverr et al. 1996) 

Inn this chapter, I have pointed out that large retailers stand out as the only candidate 
forr a position as a core firm in the Dutch clothing sector. Through their size and mar-
kett share they are able to exercise control over other actors in the sector. 

Ass to suppliers, I have shown how there is a changing and differentiated pattern of 
dependencyy of suppliers on retailers. If branded suppliers have been increasingly able to 
bypasss retailers, and thereby obtain a position of relative independence, both suppliers 
off  more and less fashionable garments of lesser quality- and with less consumer recogni-
tion,, have become more dependent. The emergence of the contract-clothing firms in 
Amsterdamm is due to the problems retailers experienced in combining shorter cycle fash-
ionn with imports over the 1980s. Their increased capacity to do so over the 1990s conse-
quentlyy took away the basis for the existence of these firms, leading to their decline. 

Ass to consumers, whilst their unpredictable buying behaviour can be seen as a 
problemm for retailers over the 1980s, the combination of branding and the mastering 
off  the short-cycle fashion, make that now fashion stands more as an instrument of 
controll  over consumers than as a feature of their volatile whims. Fashion is an instru-
mentt of competition between retailers. Moreover, even though fashion reached the 
masss market in the 1990s, low fashion garments of position 6 still take up an import-
antt share of consumption. 

Withh financiers and workers relations are relatively stable. Retailers are rather 
independentt from financiers, due to the use of their own means of finance and the 
ownershipp of shares by members of the founding families. The increased size of retail 
operationn improved their bargaining position towards financiers. As to workers, over 
thee whole retailers found it relatively easy to hire workers against low costs and flexible 
employmentt conditions. 

Relationss with governments have been discussed along two lines. As to restructur-
ingg policv, the Dutch government has provided relatively littl e support for the declin-
ingg garment industry. The emergence of the migrant-run contract-clothing firms was 
overr the 1980s largely tolerated, whereas in the 1990s the government stance became 
moree and more strict against informal practices in these firms, contributing to their al- 171 

mostt complete disappearance. In trade policy, more protective measures in the 1980s 
havee not so much made imports impossible, but led retailers to shift their sourcing to 
neww locations. Mediterranean and, later, Eastern European countries have been less 
affectedd bv such restrictive trade policy, giving them a preferential access to the EU 
market. . 
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fromm these relations a changing and differentiated pattern arises as to the geo-
graphicall  configuration of clothing supply. Whereas in the earl}' 1980s a relatively in-
dependentt supply of quality and (partly) branded clothing, organised on an EL' level, 
existedd next to a growing globalised supply of mass market clothing, over the 1980s 
thiss picture changed. The shortening of fashion cvcles at first led to the emergence of 
dependentt contract suppliers in Amsterdam, whereas over the 1990s new suppliers in 
nearbyy countries took up this role. Turkey played an important role in this. Branded 
supplierss became less dependent on retailers, locating in the M', but increasingly also 
furtherr awav. finally a large group of suppliers continued to produce the lesser fash-
ionablee clothing at faraway locations. In the next chapter I wil l focus on the changes 
takingg place at such different locations, making them more or less suitable for supply. 


