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Transformationss in the global political economy and 
locall  responses: The case of the clothing industry in the 
Netherlandss and Turkey 

'' There is no single emerging pattern which characterizes the integration of 
ThirdThird World countries into the international division of la hour. 

(Jenkinss 1984: 46) 

5.11 Introductio n 

Inn the previous chapter I tried to show how the interplay of different actors in the 
clothingg sector in the Netherlands led to the establishment of a specific spatial config-
urationn of production, and how both this interaction and the spatial configuration 
changedd over time. The basic spatial indicator so far has been how far production ac-
tivitiess have been relocated away from the Netherlands (dispersion-concentration) 
andd not so much whereabouts they have been relocated. The distance between a firm 
andd its suppliers, which for a retailer meant the distance between production/sourcing 
andd consumption/selling, was central to this. 

Lett us consider the example of a large Dutch retailer in the 1980s. This retailer had, 
onn the basis of bargaining with other actors in the Dutch economy, developed an 
internationalisationn strategy that led it to source for its supply as far away as East Asia. 
Leadd times were long, fashion cycles were relatively stable and predictable, trade pol-
icyy was relatively liberal. The 1980s witnessed a change in this bargaining process. This 
wass due to rapidly changing consumer demand which retailers had to come to terms 
with,, a growing polarisation of suppliers between well-established brand producers, 
increasinglyy marginalised subcontractors in the contract market, an economic crisis 
thatt eroded the position of organised labour, and an increase in restrictive trade pol-
iciess bv the EU. This led the Dutch retailer to limi t the dispersion of its sourcing, and 
too increasingly buy from nearby regions, in the Netherlands or in its vicinity. 

However,, as 1 have indicated in chapter 2, this is not be the whole story. In fact, 
theree are two stories that have not yet been told. At the most fundamental level, there 
iss a story of how to understand the spatial organisation of production. I have argued 173 
thatt even if the study of interaction between actors is an indispensable step to under-
standd firms' strategies, it is still necessary also to focus on the more abstract structural 
environmentt in which this interaction takes place, through which it is modified, and 
whichh is modified itself through the interactive processes. I will use the framework of 
Regulationn theory to analyse developments of this sort. This will lead me into an analysis 
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off  developments in the global political economy, without which the Dutch retailers' 
strategiess are impossible to understand. 

11 he second story is connected to the first, and is about the locations where sour-
cingg has shifted to. Whv did the Asian tigers emerge as clothing exporters in the 1960s, 
whereass the success of Turkey only started in the 1980s? Why did Amsterdam become 
aa location for a renewed contract-clothing industry and nor Rotterdam, or for that 
matterr Brussels? To answer these questions I need to look into the specific wav that 
thee locations of interest for my research - that is the Netherlands/Amsterdam and 
II  urkey - have been transformed. As Lipietz (1997: 12) states, with some exaggeration, 

l[w] ee have a situation today where the "factors" (capital and labour) are completely 
mobile,, but where the manner o\ their combination (technological paradigm, labour 
relations)) differs from one country to another', f ven if the current international econ-
omyy shows globalisation tendencies, particularly specific responses at locations show-
thatt understanding of what occurs at one location, can only take place through analy-
siss of the specificity of that location. 1 his wil l enable me not only to address the ques-
tionn of dispersion (howfar?) but also of location (where tol). 

I'l ll  is chapter has the following structure, first, I wil l outline how changes in the 
globall  political economy have taken place over the years, and changed the structural 
conditionss in which the bargaining between Dutch retailers and other actors takes 
place.. I hen 1 wil l discuss the specific, local, form this has taken at the two locations of 
interestt to me; the Netherlands- and especially Amsterdam as the location of the new 
contract-clothingg firms - and Turkey - as one of the main emerging clothing suppli-
erss in the 1980s. 

5.22 Globalisation: Th e new parameters for  the clothing industr y 

""  Under the influence of MIV a new generation comes into existence in the whole 
ofof burope that likes the same things. That is how a world fashion develops' 

(Quotationn of an H& M manager, FI-M. 4 April 1998: 68) 

Iss the world in which producers, retailers and consumers of clothing have been inter-
actingg in the 1980s and 1990s different from the world in. saw 196s? Many would an-
swerr with a strong yes, and a surprised look, as to the self-evident nature of the ques-
tion:: Has the fall of the Berlin Wall not fundamentally changed the bipolar constel-
lationn of international relations? Do new communication technologies not lead to 
everr increasing speed of information exchange on the electronic highway? Has the 
conceptt of sovereignty of nation-states not become almost obsolete in a world where 
internationall  capital mobility has increased to such an (uncontrollable) extent, in size 

44 as well as speed? Does this not mean that all these things make the world of the Spice 
Girlss substantially different from that of the Beatles, just as the world of H& M differs 
fromm the world of Gerzon? 

ff  ven so, the exact significance of such broad contentions is far from clear. Sweep-
ingg statements abotit globalisation, post-Fordism, or flexible specialisation have been 
regularlyy made, often with more an ideologically legitimising content than a sound 
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empiricall  basis about their reach, uniqueness and consequences (see tor instance Amin 
1994;; Cordon 1988). Mv point, here, is not to discuss extensively the validity of the 
globalisationn thesis as such. I do maintain, however, that a number or fundamental 
changess have taken place in the world economy since 1980, which have a more global 
dimension.. Understanding the sourcing and production strategies of retailers is im-
possiblee without taking the changes in this structural environment into account. As I 
havee indicated in chapter 2, the Regulation School offers a useful framework for such 
ann analysis, for which the organisation of labour and capital is central. I his section be-
ginss with a short theoretical reprise on the Regulation School, after which I use this 
frameworkk to analyse the transformations in the organisation of labour and capital 
afterr the Second World War. 

RegulationRegulation theory 

Inn Regulation theory, which is based on Marxist analysis, the central element in the 
developmentt of capitalist societies is a specific mode of accumulation; that is, the way 
inn which capital-labour relations are organised to enable the appropriation of surplus 
byy capital from labour. In essence, it revolves around the ability of capital to employ 
labourr against wages which are below the value of the product made, which enables 
thee realisation of profit. In their analysis, Regulationists recognise the inherent contra-
dictionss and instability of such relations: There is the basic conflict within capitalism 
betweenn capital wanting to reduce wage costs and to maximise profits, and labour 
strivingg to increase wages and to appropriate a larger share of surplus value. This basic 
contradictionn leads to two major issues needing to be resolved in the reproduction of 
capitalistt relations of production. On the one hand, an increase in wages leads to the 
reductionn of profits by capitalists, which itself could lead to a reduction in further 
investmentt in new production. Keeping wages low can also lead to instability in the 
workforce,, dissatisfaction and a high turnover of workers. On the other hand, capital-
ismm faces a reproduction problem since wage earners are also the buyers of the prod-
ucts.. If wages fall - or more and more wage earners lose their jobs - aggregate demand 
couldd become insufficient to match supply, leading to the problem of 'under-
consumption'. . 

However,, in the history of capitalism there have been long periods in which these 
contradictionss have actually been resolved. In the words of the Regulation School, 
theree have been periods in which a relatively stable regime of accumulation existed; 
thatt is a mode of accumulation in which the aforementioned pitfalls were temporar-
ilyy avoided. Central to this stability is the notion of regulation. This encompasses a 
numberr of different elements, ranging from stare policy, to broader institutional ar-
rangements,, and cultural practices, norms and values. At certain periods, a mode of 
regulationregulation exists which, as said before, temporarily manages to avoid the contradic-
tionss in accumulation and leads to a more stable regime in which accumulation takes 
place.. As I indicated in chapter 2, geographers have elaborated on Regulation theory 
inn terms of the different spatial forms and dynamics that different regimes of accu-
mulationn entail. 
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Inn the rest of this section I will apply this conceptualisation of Regulation theory to 
identifyy two phases in the organisation of capitalist society after the Second World 
War:: A phase called Fordistn that lasted until approximately 1970; and a phase called 
post-hordmnpost-hordmn that followed. 1 hese phases encompass four sets of parameters, that to-
getherr constitute the background to the interaction of the retailers with other actors 
analysedd in the previous chapter. These four sets of parameters are: 

11 I he way production is organised; 
22 1 he way economies are regulated; 
33 I he way cultural practice takes shape; 
44 I he spatial dimension. 

II  hese four issues are at the centre of the following discussion. 1 will start with analys-
ingg Fordism.! 

Fordism Fordism 

Afterr the Second World War, a new regime of accumulation came into place in the 
uss and Western Europe, which had its roots in changes in the organisation of pro-
ductionn in the us in the 1920s as well as in the Great Depression of the 1930s (see 
Harveyy (1990: 125-140) for an analysis of the development of Fordism). In the 1920s 
economicc boom an important change took place in the way production was organ-
isedd in the us, as compared to the still rather artisan methods of the 19th century. 
Withh Henry Ford as a forerunner, the new production methods centred around a 
strongg division of labour within firms, with a central position for the assembly line, 
increasedd mechanisation, which in turn brought with it the need for large-scale pro-
ductionn to cope with high fixed investment. It was characterised by the performing of 
singlee tasks by workers in a strong division of labour. This went with large produc-
tionn plants where productivity gains were achieved through economies of scale and 
increasingg mechanisation in a vertically hierarchical organisation of production. 
Fheree was also a tendency for production to become integrated vertically as well as 
horizontally.. Such large-scale production necessitated greater investment in produc-
tion,, which contributed to a stronger involvement of banks in productive activities, 
ass well as an increase in the number of firms issuing shares at the stock exchange. 
Duringg the 1960s such organisation of production enabled economic growth levels of 
overr 5 percent per annum in OKCD countries, and an almost continuous rise in wages 
fromm 1950 to the early 1970s (Harvey 1990: no-131). 

Itt would of course be exaggerated to suggest that such a Fordist organisation of 
productionn immediately became the rule for all economic activity, in all sectors and 

66 countries at the same time (Harvey 1990: 137). Rather, it presented an innovation in 
thee organisation of production that began in the us car industry, but spread to other 
countriess and sectors through its potential for increases in productivity. However, for 
somee sectors the concept of Fordism has only limited relevance. The clothing sector is 
probablyy a prime example of a sector where the concept of Fordism has only limited 
meaningg (see for instance Phizacklea 1990). In terms of technology, the multipurpose 



TheThe case of the clothing mdnstn' in the Netherlands and Turkey 

sewingg iiiddiinc was .still ai the nucleus of clothing production. The relatively iow 
costss of such sewing machines, meant that large integrated production was not neces-
saryy to the same extent as in many other sectors. Therefore, clothing firms generally 
remainedd relatively small and labour intensive. Also, in many cases clothing firms 
weree set up by immigrants, with a workforce consisting of immigrant labour (see for 
instancee Rath 1999; Waldinger 1986); a workforce that mainly remained outside the 
Fordistt labour compromise. Lastly, Lash and Urry (1994: 176) note that 'the clothing 
industryy could never be as Fordist, as concentrated, and as Taylorized as most other 
sectorss because ir entails much higher turnover rates'. Fine and Leopold (1993) for 
theirr part consider the high turnover rates more as a strategy which enabled clothing 
producerss to do without Fordism. 

Doess that therefore mean that the development of Fordism is of no importance to 
thee clothing sector? I have three arguments why I maintain that it is of importance. 
Firstly,, as Lash and Urry (1994: 176) argue, clothing moved towards Fordism through 
Tavloristt forms of labour organisation and production in larger factories. Secondly, in 
somee segments of the clothing market, mass consumption patterns - especially in 
men'ss wear - did develop (Fine & Leopold 1993). Thirdly, through the increased pro-
ductivityy - and connected to that, wages - that Fordism made possible in some sec-
tors,, other sectors were confronted with a dilemma. Father to pay the 'Fordist wages', 
whichh were increasingly difficul t in terms of maintaining profitability, or not pay 
thesee wages, implying that it became harder and harder to find suitable personnel. As 
such,, Fordism modified the environment in which clothing firms operated, in that 
evenn the exception was coloured by the rule. This is especially true for the new forms 
off  regulation that went with Fordism. I wil l turn to these now. 

Whenn Fordism started to develop in the 1920s the new regime of mass production 
waswas not matched by a new organisation of consumption. In fact, the 1930s crisis can be 
consideredd a demand crisis, where an international spiral of wage cuts, unemploy-
ment,, contractive macro-economic policies and protectionism, led to a sharp fall in 
aggregatee demand, and to a shortage of outlets for established mass production. 1 he 
Keynesiann paradigm in economics that was to dominate after the war, constituted an 
effortt to avoid such demand crises in the future. Governments now took a more pro-
activee stance in their economies, ranging from the Marshall help for economic recon-
structionn to counter-cyclical demand management in downward phases in the eco-
nomicc conjuncture. In many cases, governments sponsored collective bargaining be-
tweenn social partners to establish a growth in wages which would guarantee mass 
demandd as well as maintain competitiveness in international markets. Gradually, a 
welfaree state was introduced to provide support for those unable to work. Liberalisa-
tionn of trade, under the auspices of the OHEC and the GATT, aimed at ensuring an un-
hamperedd demand for exports, so as to avoid the race for protection in the 1930s. A 
fixedfixed regime of exchange rates was introduced under the Bretton Woods institutions 177 

soo trade could develop in a more stable environment. 
Itt would be an oversimplification to assume the construction of the post-war 'mass 

consumerr society' was the result of such state policies alone. Along with the mass pro-
duction,, mechanisms for mass distribution were also established. Large retail chains 
openedd their doors not only in the large metropolises of the western world, but in-
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creasinglyy also in the smaller urban centres, giving access to rhe abundance of mass 
producedd goods tor an increasing number of consumers. With it mechanisms for mar-
ketingg and publicity became more widely spread, ranging from shop windows, to 
magaziness and the commercials in the mass media like radio and television. Fine and 
Leopoldd (1993: 66) speak of Fordism as going with a 'manufactured mode of con-
sumptionn . As such, mass consumption developed into a norm, into an integral part of 
identityy and a way of life for the majority of the population in western countries. 

Underr Fordism, therefore, western societies witnessed the growth of Iar<;e-scale 
industriall  firms producing standardised articles for mass consumption. Parallel to this 
wass an infrastructure for selling these in rhe retail sector. Up into the 1960s, however, 
retailerss did not occupy a strong position vis-a-vis large-scale industry. 'Finance, ser-
vicess and distribution functions were either subordinate to, or driven bv industry' 
(Lashh & Urry 1994: 17). F.ven in sectors where mechanised Fordist large-scale manu-
facturingg was less successful (like clothing), retailers did not yet hold a dominant pos-
itionn over suppliers, even though their position was growing stronger. This is the 
backgroundd to the still relatively balanced relationship between retailers and suppliers 
off  clothing discussed in chapter 4. 

CultureCulture and fashion 

Connectedd to this, Fordism over the 1950s and 1960s brought with it a whole new 
modee of social and cultural practice. Lee (1993: 73) is right to say that it encompassed 
aa 'transformation of the whole way of life of the wage-earning classes'. It changed 
genderr relations; with men working outside the home and women being restricted to 
thee private sphere, a popularisation of late 191' century bourgeois gender roles to the 
workingg class. In fact, it brought a certain homogenisation of life experience with 
it,, with - stereotypical!}' - men kissing their wife's and kids goodbve in the morning, 
andd drive from their house in suburbia to the office or factory, to return home after 
66 o'clock and listen to the radio or watch television. Fordism also accompanied an in-
creasedd mobility of people over the national territory - through improved means of 
transportationn and communication - and thereby a weakening of traditional ties in 
thee somewhat sheltered countryside. It brought with it a new aesthetic and cultural 
paradigm,, centred around 'modernism' (Harvey 1990; Jameson 1984). 

Suchh a new aesthetic, was not restricted to architecture or fine arts, but also touched 
dresss behaviour and fashion in important ways. The first important aspect of this was 
thatt fashion was still developed from one specific centre: 'Parisian high couture set the 
pace'' (Wark 1991: 62). From there it spread to other countries and social groups, inv-
ingg fashion a relatively homogenous and hierarchical character. Wilson (1985: 87-) 

i-HH quotes a British fashion editor as saving how much fashion revolved around 'the look'. 

'Womenn all over the world waited to be told whether they should chop two inches off 
theirr hemlines.' I his Parisian domination of fashion had existed since the mid 19''' 
century-- supplying rhe aristocracy and higher bourgeoisie with clothing. During the 
20""  century, and especially after the Second Wotld War, it changed in character, 
bringingg up what could be called a 'Fordist fashion . In terms of design it was Chanel 
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whoo piubablv contributed most ro chis, the Chanel style becoming the paradigm tor 
thee twentieth century' (Wilson 1985: 40). In a way Chanel brought women's fashion 
closerr to mens, making it easier to wear, more 'sportive and cheaper ('the poor look ), 
andd thereby more widely available for a larger public. Exemplary for this were her 
'littl ee nothing' black dresses. Parisian fashion hereby became more suited to everyday 
lif ee of a growing number of people. The post-war New Look of Dior - 'the last stand 
off  aristocratic dressing' (Wilson 1985: 22-7) - at first brought a renewed romanticism 
andd emphasis on extravagance and femininity to the fore. However, the wide spread 
off  copies in the end onlv contributed to the democratisation of fashion. 

Thee other driving force behind such 'Fordist fashion1 was, on the one hand, the in-
creasingg capacity of large groups of the population to participate in fashion (through 
thee increasing welfare level), as well as the knowledge of fashion (through advertising) 
andd its availability (through the new distribution networks, and universal sizing sys-
tems).. This development also connects to what could be called the 'middle classisa-
tion'' of society. This term captures the growing group of people financially able to af-
fordd new clothing," but also the strict norms over dress still prevailing, ranging from 
thee office suit to the Sundav best. In fact, both these vectors led to an increasing hom-
ogenisationn of dress ('keeping up with the Joneses'), which over the 1950s and early 
1960ss for men especially took a relatively stable form. For women the same homogen-
isationn is discernible, although the social emphasis was on their being attractive for 
theirr working husbands, as well as their new role as the guardian of the family kitty (as 
inn the cliché 'men make the money, women spend it'). However, women's fashion 
waswas more volatile than men's. Numerous magazines emerged, emphasising this aes-
theticc norm of femininity in dress, and of change as a central ingredient in this. Never-
theless,, in both men and women's clothing the relatively limited individualisation in 
dresss behaviour made fashion relatively predictable for producers and retailers. To 
rephrasee modernism's dilemma, with a still universal set of norms and values in place, 
changee occured as a linear, orchestrated group phenomenon and not so much as the 
ephemerall  fragmented frenzy it was to become after 1970. 

Too summarise, the new Fordist parameters for the organisation of production and the 
wavv this was regulated, went together with new consumption patters of clothing. 
Clothingg demand, on the one hand, developed more of a mass character whereas on 
thee other hand it became more under the influence of the fashion machine. Fashion 
untill  1970 was still hierarchical, with Parisian designers setting the world standard. 
Forr the relationship between retailers and consumers, this meant that the mass charac-
terr of demand and the predictability of fashion change gave large retailers a relatively 
strongg position towards consumers. Only when the mechanisms of Fordist fashion 
changedd over the i97*os and 1980s, did this position partially erode. 

SpatialSpatial implications of Fordism 

Fordismm also brought new spatial forms with it in which the organisation of produc-
tionn and consumption took place. Such spatial forms constitute the background 
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againstt which the spatial configuration of production analysed in the previous chapter 
shouldd be understood. I want to point at three aspects, 

Firstly,, in territorial terms, Fordism was organised at the level or the nation-state. 
II  he typical Fordist firms relied on domestic labour markers, domestic consumers and 
aa national policy framework for macro-economic and industrial policy. Similarlv, the 
typicall  retailer operated in one country, selling to the local customers, and still largely 
supplyingg itself with garments produced in the home country." The national basis of 
regulationn also meant that substantial differences existed in the way Fordism took 
formm in different countries, as is depicted in, for instance, Fsping-Andersenss (1990) 
accountt of the different worlds of welfare capitalism, liven patterns of consumption 
underr Fordism were more organised on this distinct national basis. Although fashion, 
throughh the existence of international centres for haate couture, encompassed an elem-
entt of internationalisation, distinct styles and consumption practices persisted in dif-
ferentt nation states.' However, in its search for economies of scale, and the resulting 
increasess in international trade and investment, Fordism did in fact take a more inter-
nationall  form as well. In this way it even contributed to the hollowing out of its own 
nationall  base. 

AA second aspect of the spatial form involved urban centres. The integrated, mass 
producingg firms of Fordism settled around large urban centres where they could find 
bothh skilled and unskilled labour, as well as a mass market for their end product. This 
ledd to the decay of small-scale inner city production, as city centres became increas-
inglyy locations of consumption, leisure and residence. Large firms thus organisation-
allyy and spatially concentrated around these large metropolises. 

Thirdly,, Fordism was very much concentrated in the western world. Whereas 
somee states in the developing world had experienced an industrialisation process at 
thee end of the 19" century, even reinforced during the First World War, their inclu-
sionn in the international division of labour after the Second World War still mostly 
tookk the form as exporters of raw materials. 

Al ll  three of these spatial forms are at the heart of the organisation of retail sourcing 
untill  1970. First, retailers had a strong national basis. They catered for their home 
market,, with relatively littl e involvement in retail activities in other countries. Sec-
ondly,, the importance of urban centres as nuclei for Fordism, this applied for retailers 
too.. Inner cities were homogenised, with the same large retailers locating in almost 
identicall  shopping streets or malls. And finally, up until the early 1960s retailers fo-
cusedd mainly on the western world for their sourcing. liven so, during the 1960s retail-
erss tried to source for clothing outside the Fordist compromise by means of imports. 

ContradictionsContradictions within Fordism 

11 his Fordist environment in which retailers operated starred to change bv the end of 
thee 1960s. Before discussing the new environment that developed after 19-0, I want to 
givee a brief account of how these changes came about. It can be argued that the basis 
forr change stemmed from a number of contradictions that were part and parcel of the 
Fordistt balance between mass production and consumption. At the centre of this was 
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rhee organisation of labour and capita! relations. The largc-si-alc, integrated, mass pro-
ducingg industries set up under Fordism on the one hand were the engines behind re-
construction,, and led to large increases in production and productivity. On the other 
hand,, they also turned out to be fertile breeding ground for the organisation of labour. 
Overr the 1960s trade unions managed to realise important rises in pay and improve-
mentss in labour conditions. Hourly earning in manufacturing increased by 10 percent 
perr year between 1963 and 1973 and by 13 percent between 1973 and 1983 (OECD 1985: 
39).. One of the reasons why they succeeded in this was that with the post-war recon-
structionn labour markets had become tighter, with European unemployment figures 
beloww 2 percent during the 1960s, which reduced alternatives for producers. Another 
reasonn was that an improvement in purchasing power of the labour force was still in 
linee with the idea of mass consumption balancing production.' Gross wage costs for 
industryy also increased because the welfare state had to be paid for through taxation. 
Alll  this meant that over the 1960s wage costs for industry strongly increased, which 
riskedd a reduction in profits. Whereas the profit rate in western countries was over 15 
percentt in the mid 1960s, in 1972 it declined to around 13 percent and to less than 10 
percentt in 1975 (Harvey 1990: 143). 

Industryy - and retailers - reacted to these costs increases in at least four ways. 1 he first 
reactionn was to try increasing labour productivity. In many sectors after the Second 
Worldd War indeed large gains in productivity had been realised through new technol-
ogies,, so compensating for the increases in wage costs. This is reflected in a relatively 
loww increase in unit labour costs - as compared to hourly wages - by 3.2 percent from 
19633 to 1973 and by 7.6 percent between 1973 and 1983 (OECD 1985: 40). This had two 
differentt effects. On the one hand, in sectors where productivity gains could not be 
realised,, this strategy was not only a cul-de-sac, but it made wage pressure even more 
off  a problem. This was due to overall wage rises stemming from collective bargaining 
inn high productivity sectors. This created large problems for the clothing industry. On 
thee other hand the investment in technology led to an increasing replacement of la-
bourr bv capital. As long as the economy grew fast enough to offer new employment 
thiss remained no problem. When the job creating mechanism cooled down in the 
1970ss unemployment levels rose. With the downward rigidity in wrages, the labour 
markett became more and more unbalanced. 

Secondly,, limits to realising increases in productivity' through technology in 
Fordistt firms contributed to a search for other strategies. One other strategy involved 
attemptss to introduce new organisational forms where labour could be employed 
underr conditions outside the Fordist compromise. This included an increasing sub-
divisionn of the large integrated firms in smaller parts. Hereby subcontracting of part of 
thee labour processes to small independent firms, gains over labour costs could be 
madee (see for instance Amin 1989). This process increased the flexibilit y of the larger 181 

firms. firms. 
Third,, industrv tried to lessen tensions on the labour markets and avoid wage in-

creasess bv recruiting low-skilled immigrant workers.' This led to a growing amount 
off  migrant labour being employed in industrialised countries. Muus (1993) shows how 
North-Westernn Europe between i960 and 1989 witnessed a continuous immigration 
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surplus.. In some countries this recruitment or immigrant labour started relatively 
early,, as in France (in fact already in the 1920s). In others, as in the Netherlands, it de-
velopedd rather late (in the 1960s). At the beginning of the i9~os there were approxi-
matelyy 6 million foreign workers in North-Western hurope (excluding the I K ) 
(L)ickenn 1992: 428). A relatively open policy stance towards labour migration sup-
portedd this until the mid-1970s. These immigrants mostly started working as low-
skilled,, blue-collar workers in the larger industries. This reflected a tendency for in-
creasedd levels of schooling of workers in industrialised countries, which left vacancies 
att the bottom end of the labour market. During the 1960s these migrants turned out 
too be the 'oil' for the labour market, enabling short-term hiring of labour in rimes of 
economicc upturn, to be laid off at a change in circumstances. When their presence 
turnedd out to be more permanent, the concentration of their employment in the 'old' 
Fordisff  industries in the iyms eventually made them vulnerable. 

Fourth,, industry embarked on a process of intemationalisation. In order to avoid 
highh wage costs in western countries, firms relocated labour-intensive production seg-
ments,, if not entire industries, to low-wage countries. Improvements in communica-
tionn and transportation technology smoothened this process. The impetus for inter-
nationalisationn was, in part, given by an increase in direct imports by retailers, which 
putt profit margins of domestic producers under pressure. World trade between 1958 
ann 1963 increased by 7.4 percent per annum, whereas between 1963 and 1968 growth 
amountedd to 8.6 percent, both higher than output growth (Dicken 1992: 16). In part, 
itt came from the Fordist industries themselves, turning into multinational corpor-
ations.. Foreign direct investment (I-DI ) grew from us$ 75 billion in i960, to us$ 200 
billionn in 1973, and reached uss 500 billion in 1979 (Dicken 1992: 53). In part this FDI 
wass directed at developing countries, especially in F'ast Asia. The result was increasing 
redundanciess in western countries, meaning new jobs had to be found, as well as a 
growthh in marginal industrial employment in developing countries. 

II  hese four strategies - technological innovation, flexibilisation, immigration and in-
ternationalisationn - started to transform the basis of Fordism. Mass consumption also 
underwentt change. 1 he 1960s witnessed the coming at age of a generation born after 
thee Second World War, without the 'life' memories of the war and the recession that 
precededd it. Here was a generation for whom the tightening-of-the-belt policies of the 
1930ss was less relevant or acceptable. This generation grew up with the fruits of recon-
structionn and started to consider these as normal, as a right. This contributed to an in-
creasedd participation in the 'Fordist fashion' discussed above. However, this also was a 
generationn for whom the ("old War and the role of western states in it would be questi-
oned,, and authority in general was not taken for granted. Such a new mentality in cul-
turee and consumption led to movements awav from mass consumption. In fashion, it 
erodedd the importance of the Paris-centred fashion mechanism, bringing up a multi-
tudee of different forms of dress, at an ever-increasing pace (see further). If 'middle 
classisationn could be a term for social processes under Fordism, the 1960s (and 1970s) 
witnessedd a partial fragmentation of this in to many different, individual, forms. 

(( Jearly, around 19-0 many of the central elements of Fordism were changing, which 
alsoo modified the environment in which clothing retailers operated. Instead of the more 
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stablee and balanced relations with domestic suppliers retailers now incrcasingn iclied 
onn imports. These clothing suppliers themselves under the high wage Fordist regime 
roundd it increasingly difficult to remain profitable. Relocating their (labour-intensive) 
activitiess to low-wage countries was their response. As to the relationship with their cus-
tomers,, littl e bv littl e the predictable and homogenous character of demand started to 
change.. Slowlv, a new post-Fordist environment started to take shape. 

ChangesChanges in the 1970s 

Thee 1970s constituted a transition period in this erosion of Fordism. I he start of the 
1970ss brought a double shock to the international economy, which was connected to 
thee above-described transformations. I he Bretton Woods system, centred around a 
relativelyy high value of the dollar, was increasingly under pressure by the increasing i*s 
tradee deficit vis-a-vis Western hurope, Japan, and increasingly also hast Asian coun-
tries.. Its collapse in the earlv 1970s led to the end of fixed exchange rates, and to a 
strongg devaluation of the us dollar. This took away an important part of the inter-
nationall  stability on which the post-war economic boom was based. For huropean 
countriess it led to a revaluation of their currencies and concurrently worsening com-
petitivenesss on international markets. Secondly, the increase in oil prices after the 1973 
warr in the Middle Fast, with in its slipstream a rise in prices of raw materials in gen-
eral,, led, in combination with the increase in FLast Asian manufactured exports, to a 
worseningg of the trade balance of almost all western countries as well as of energy im-
portingg developing countries. 

Thiss 'external' crisis11 during the 1970s was met bv an intensification of the trans-
formationss of the organisation of production described above, albeit in a partially dif-
ferentt institutional environment. Faced with increasing costs for inputs, and reduced 
possibilitiess for exports in a deteriorating international marker, western industry 
optedd even more for strategies to avoid payment of the relatively high Fordist wages 
andd the welfare state taxation, bv further rationalisation of production, international-
isationn and subcontracting. This led to the closing down of numerous 'old' industrial 
plantss and the down-sizing of many others, all resulting in a loss of employment, 
whichh the increasing service sectors could not entirely absorb. As a result, unemploy-
mentt levels increased in Western Fairope from 2 percent in 1970 to 6 percent in 1980 
(Harvevv 1990: 14""). I hese rising unemployment levels - more so in Western Europe 
thann the us - were met bv increasing welfare state payments, which, as a consequence, 
becamee a growing burden for the national treasuries. Government expenditure as a 
percentagee of GDP increased from around 31 percent in 1970 to 38 percent in 1980 in 
OKC:I)) countries (OI-:CD 1985: 163). Government deficits grew from 0.6 percent of GDI> 
inn 19 0̂ to 3 percent in 1981 - in the Netherlands it grew to 5.5 percent (OF.CD 1990: 183 

188).. L'p until the end of the 1970s European governments were able to finance this, 
duee to the upturn in the economic conjuncture in the mid 1970s. In practice, this im-
pliedd a new phase of counter-cyclical demand management, where a reduction in pri-
vatee business expenditure was largely matched bv an increase in collective, and, indir-
ectly,, private household consumption.1' 
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Iff  innovation, flexibilisation and internationalisation during the i9*"os became 
evenn more important industrial strategies, the fourth strategy - recruitment of immi-
grantt labour-was blocked. By the mid 1970s rising levels of unemployment led Euro-
peann governments to erect barriers to new labour migration. Ibis stopped the recruit-
mentt of migrant labourers under the guestworker schemes, but also had two other, 
connectedd effects. First, the recruitment stop coincided with the development of im-
migrantss residing permanently in Europe. A reason for this can he that (temporary) 
leavingg the immigration country now implied that returning was virtually impossible. 
Secondly,, a new group of immigrants entered European countries for reasons of fam-
ilyy reunion, and later, marriage.'4 It was these now permanently residing immigrants 
whoo were amongst the hardest hit by the closing down of Fordist industries. 

ChangesChanges over the 1980s and 1990s: post-Fordism 

Thee policies described above could be seen as attempts by the state to maintain the 
balancee of the Fordisr regime of accumulation, at a time when the organisation of pro-
ductionn itself reflected this less and less. Over the 1980s it became even clearer that the 
wayy production was organised was fundamentall}' changing. This change has been 
conceptualisedd in different ways by different authors. Authors within and outside the 
Regulationn School speak of flexible specialisation (Piore & Sabel 1984), flexible accu-
mulationn (Harvey 1990), reflexive accumulation (Lash & Urn' 1994), or post-Fordism 
(Aminn 1994). Others claim that 'the exhaustion of Fordism1 (Noel 1987: 317) is not so 
completee (Brenner & (dick 1991; Gordon 1988). Following Amin (1994) - amongst 
otherss - I prefer to use the term post-Fordism for these developments, indicating that 
somee fundamental changes have taken place without a new mode of development 
full\ rr taking its place. Amin maintains that 'the salience of so many icons of the age of 
masss industrialization and mass consumerism appears to be diminishing' (Amin 1994: 
2).. The more global scale at which political, economic and cultural processes take 
place,, is a crucial element in this." 

11 he area where these developments can be most clearly discerned is global finance. 
Withh the ending of fixed exchange rates, and the emergence of new information tech-
nologiess connecting different financial markets in the world, capital mobility has 
enormouslyy increased. This not only is the case for the large increases in foreign direct 
investmentt taking place since 1980 (rising by 16 percent per year between 1985 and 
19955 (Kegley & Wittkopf 1999: i6~) and reaching r ss 3.2 trillio n in 1996 (UNCTAD 
I9977),, but also the less and less manageable, often speculative, 'blitz' capital flows, 
connectedd to trade in shares, currencies, options, futures etc. On many days private 
currencyy traders between themselves exchange over r ss 2 trillio n (Kegley & Wittkopf 

1844 1999: 256). National economies have become more and more vulnerable to these 

kindss of global capital movements, and less and less able to control them, as was ap-
parentt again in the 1998 Asian crisis. Also financial firms increased their leverage over 
productionn firms. World trade has kept on growing as well. In even- vear since 1983 
thee growth of world trade surpassed the growth of world output, per annum growth 
beingg more than 5 percent (Keglev & Wittkopf 1999: 261). World trade in clothing 
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increasedd bv 4 perrenr herween 1980 and *9S7, bv 17 percent between 198) and 1990, 
andd by 7 percent between 1990 and 1996 (WTO 199": IO-7). These developments in 
tradee further contributed to a more global world economy. 

Moreover,, information and communication technologies and industries have also 
stronglyy increased in importance (see tor instance Lash & Urry 1994). Not only was 
thee Fordist mode of production not very suited to the knowledge intensive produc-
tionn of such information products, but by the increasing use of these technologies in 
otherr parts of industry, a whole range of adages - integrated production, the division 
betweenn blue- and white-collar work, stock keeping - were also being reconsidered. 

Connectedd to this a process of concentration was occuring, at the same timers dis-
integrationn of the organisation of production. The 1980s and 1990s witnessed a wave 
off  mergers and other co-operation agreements between firms, in branches as diverse as 
banking,, aviation, oil, retailing and car production (see for instance UNCTAD 1997). 
Thesee globally operating conglomerates controlled an ever-increasing share of world 
production,, trade and investment. At the same time the number of small and medium-
sizedd companies and their share in economic activity were on the increase. I his took 
twoo different forms."1 In part, this was due to the advantages of stich flexible, often 
knowledge-intensivee firms (reflecting in part the flexible specialisation thesis of Piore 
andd Sabel 1984). These small firms also emerged through a process by which producers 
startedd subcontracting out less profitable, and risky parts of production to formally in-
dependentt - but in practice completely dependent - small firms on the fringes of the 
formall  economy (see for instance Amin & Robins 1990). Such marginal firms arose as 
partt of this disintegration process. They also operated as small service firms in a sup-
portingg network for employees of large conglomerates in the bigger cities, providing 
ann infrastructure of bars, restaurants, laundry services, copyshops, and delivery ser-
vices.. Clearly, these developments combined indicate a process of polarisation taking 
placee in the western world, with large numbers of people losing their jobs, or being 
employedd in far less favourable circumstances than before, and a limited group of 
peoplee profiting from these new flexible industries. 

Thiss polarisation after 1980 was reinforced by the policies adopted by states in indus-
trialisedd countries, centred - under the influence of the new monetarist and supply side 
economicss - around deregulation, liberalisation, flexibilisation, and privatisation. At 
thee heart of such policies was the idea that the cause of the 1970s crisis was in the inter-
ferencee of the state in the economy, the solution therefore being a retreat of the state and 
aa larger role for market mechanisms. This retreat of the state was all the more necessary 
sincee budget deficits were a major burden for the economy and moreover, state inter-
ventionismm was regarded as ineffective and counterproductive in an era of globalised 
economicc activity. As such the retreat of the state was presented as inevitable. 

Centrall  to the new policy was the dismantling of the welfare state.' Minimum 
wagee regulations were abolished or lowered. Social security systems, costing too much 185 
andd bringing too much downward rigidity in the labour market, were reduced. Laws 
onn conditions of employment were made more flexible. Public expenditure on health, 
educationn and other social services was cut. Public services were being privatised to 
lett the market also enter sectors like public transportation, water and energy. 1 he re-
sultt of these policies was that from 1984 onwards in many European countries the 
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economyy starred ro grow again. World output grew bv over 3 percent between 198̂  
andd 1989, and again from the mid 1990s onwards (Kegley & Wirtkopf 1999: 261). 
However,, this took, place on the basis or a growing polarisation in the economy, with 
decliningg wages, the worsening of employment conditions and the safety net of the 
welfaree srate weakened." In many ways the outcome of these state policies was a shift 
inn resources from labour to capital. Over the period herween 1982 and 1995 income in-
equalityy in the us increased by more than 3 percent, and bv around 25 percent in the 
UKK (Visser & Van Hemerijck 1998: 57). 

Inn rhe field of immigration, the 1980s witnessed the formation of a more restrictive 
policy.. Whereas rules on labour migration had already been strengthened in the 1970s, 
thiss was reinforced in the 1980s. Moreover, co-operation of Huropean countries in the 
areaa of migration contributed to a tightening of rules on visa and political asylum. Des-
pitee these new measures,' undocumented immigration was on the increase, whereas 
immigrationn via migrants already residing in western countries grew. Undocumented 
immigrantss especially in many cases only found work at the verv bottom end of the 
labourr market, falling outside the protection offered by the state labour codes. 

Inn conclusion, these changes in the way production in western countries were organ-
isedd and regulated strongly modified the environment in which retailers in clothing 
operatedd and the spatial organisation of production that developed in the sector. First, 
transformationss in the organisation of production removed many of rhe barriers for 
retailerss ro internationalise their activities. It enabled them to open up shops in differ-
entt countries, and to deepen the process of global sourcing for their supply. Such 
moree global scope of activities also applied to producers of clothing. Secondly, such a 
removall  of barriers meant that labour markets acquired more and more a global na-
ture.. Under post-Fordism workers all over rhe world more and more stand in compe-
titionn with each other, leading to a weakening of their position versus global capital. 
11 his deterioration in the position of labour was more prominent for weaker sections 
off  the labour market (including immigrant labour). Without such global develop-
mentss the relation between, say, a large Dutch retailer and its suppliers - be it a com-
panyy in China, a subcontractor in i urkey or a migrant entrepreneur in Amsterdam -
beingg taken into account, the spatial organisation of production in clothing remains 
obscure. . 

CultureCulture and fashion 

Differentt authors have connected these new policies and economic transformations 
too new cultural forms. Harvey (1990) argues that post-modernism accompanies the 

1866 new post-fordist organisation of production in philosophy as well as fine arts. Post-
modernismm questions the possibility of grand ideologies to understand and explain 
thee world around us, emphasising;! fragmentation of social and cultural practice, and 
changee and the ephemeral instead of continuity. In fact it questions 'truth itself 
(Jamesonn 1984: 61). 'Fragmentation, indeterminacy, and intense distrust of all univer-
sall  or "totalizing discourses (ro use rhe favoured phrase) are the hallmark of post-
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modernistt thought' (Harvev roan: 9). In many ways, however, posl-modcrnism Ls 
ratherr an exaggeration of the modernist form than a fundamental break with it (see for 
instancee hash & Urrv 1994: 2): It breaks up the claim to universality, but brings 
changee - modernisms maxim and road to progress - to a new zenith of importance. 
Thiss post-modernism has its roots in the cultural changes taking place since the end of 
thee 1960s. According to Lee (1993: 106) 'the hegemony over cultural affairs that had 
provedd to be the important social cement that bound together the interests of capital 
andd labour and the spheres of production and consumption [under Fordism, SR] had, 
bvv the late 1960s, begun to dissolve'. The new post-war generation rejected the homo-
genouss 'smell of Brussels sprouts' (as a Dutch author has said) surrounding the 1950s, 
strivingg for more cultural and social freedom to run their own affairs. If anything such 
neww development emphasised individuality much more than conformity AS the centre 
off  identity. If this took off as a counterculture of the 1960s at the fringe of society at 
large,, through the 1970s it was taken over by larger groups in society, which on the one-
handd took away its sharp edges as a protest movement and inevitably brought a para-
doxx in individualisation by making it a group phenomenon, while on the other hand 
itt brought concepts like individualisation and lifestyles to the centre of consumer soci-
ety.. Its development, at least in the beginning of the 1970s, took the production, cul-
turall  and distribution structure of Fordism by surprise and next to it developed with 
itss own infrastructure of new boutiques, art galleries and record labels. Slowly, over the 
1970s,, established producers and retailers adapted their strategies, including many of 
thee elements of these new cultural forms in their practice, and more and more starting 
too control them. As Harvey (1990: 156) states, the post-1970 era from the perspective 
off  consumption is characterised by a 'much greater attention to quick-changing fash-
ionss and the mobilization of all the artifices of need inducement and cultural trans-
formationss that this implies'. 

Inn a wav of speaking, out of this incorporation of the values of the 1960s in main-
streamm consumer society during the 1970s, in the 1980s individualisation took new-
forms.. It witnessed a further decline of nuclear families as the basis of society, and as a 
resultt changed gender relations. Under the now rising unemployment, social polarisa-
tionn and a decline of the welfare state, for some - like the punk movement - it led to 
ann overt rejection of consumer society at large. Other new social movements - like 
environmentall  groups - organised on the basis of 'new' themes, reflecting the dis-
missall  of the 'old' forms of social organisation like class. The polarised society also wit-
nessedd the emergence of new groups, like the yuppies, the nouveaux riches of neo-
liberall  capitalism, taking up an extrovert consumption frenzy. This extrovert con-
sumptionn of course could only be attained by those who could afford it - and many 
couldd not in the worsened and polarised economic climate - but still had a broader 
meaningg for society at large. If as said before traditional, production related forms of 
sociall  organisation and identify were losing their significance, in their place identity 187 

andd group formation on the basis of patterns of consumption emerged. Personality 
increasinglyy stems from 'clothing styles, sports, dance, music, recreational drugs and 
borderlinee criminal activities such as "ram-raiding"' (Lash &C L'rry 1994: 57). ' Taste 
andd fashion became linked to social standing as production-based classes disappeared 
ass central features of social organization' (Waters 1996; 27). 'You consume, so you 
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exist',, ergo, 'You are what vou consume are nor complete exaggerations. This meant 
orr course rhar the idea of mass consumption losr significance. Consumers now more 
thann ever do their shopping in a paradoxical wav, on the one hand reflecting individu-
ality,, distinction and therebv fragmentation, on the other hand as an extrovert wav of 
showw ing to belong to a group, doods thereby more and more are selected on the basis 
off  their 'sign value' instead of their exchange value, with the design component of all 
differentt kinds of goods also increasing (Lash cv Urrv 1994: 14-15). The introduction 
byy producers and retailers of lif e style' shops or collections, and the increased use of 
brandingg Pit this pattern. What vou buy is a brand, an image, and less so a manufac-
turedd utensil. No surprise that advertising has grown so much in importance in the 
process.. Table 5.1 gives a summary of the changing environment of consumption in 
thee i9<jos-^os and 1980S-90S. 

TABtEE 5.1 Summary of changes in the market ing env i ronment 

1950s1950s 70s 

-- high consumer demand 

-- large product volumes 

-- strong g rowth of markets 

-- moderate compet i t ive pressure 

-- no trade concentrat ion 

-- mass consumers 

-- the rational role of advertising: 

' in formm and convince' 

-- manufacturers decide what consumers 

shouldd buy 

SourceSource Pagano 1994: 56. 

1980s-90s 1980s-90s 

-- h igh manufacturer's offer 

-- t rend to segmentation 

-- strong g rowth of markets 

-- aggressive compet i t ion 

-- strong trade concentrat ion 

-- 'I am me' consumer 

thee emot ional role of advertising: 

'Seducee and understand me' 

thee consumer chooses what he wants 

rNX X 

ii  ogether these developments have created an interesting dilemma between individu-
alisationn and massification/globalisation. On the one hand there is the development 
off  a global, popularised culture transmitted through the new means of information 
andd communication. Ritzen has called this the M'cDonaldization of'society, by which 
hee means 'the process by which the principles of the fast-food restaurants are coming 
too dominate more and more sectors of American society as well as the rest of the 
world'' (Ritzen, as in Peper & Stcijn 1996: 1). McDonaldization 'turns the world in-
too one place by homogenizing it, by reducing all tastes to a single pattern' (Waters 
1996:: iS). On the other hand there is the exploding fragmentation of styles and cul-
turall  forms.'" 

II  hese cultural changes were also reflected in fashion and dress behaviour. As 
Underbilll  (199-: 144) indicates, at the end of the 1960s Tordist fashion' started to 
change,, along with other societal changes described above. 'Traditional social patterns 
weree often symbolised by patterns of dress at work (working-class smocks, men's grev 
suits)) and leisure ('Sunday Best). As these social habits broke down, tastes and fash-
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ionss changed radically low aid:» die casual and more personally expressive. Nor oniv 
didd the breaking up of post-war social conventions provide more freedom in dress, hut 
clothingg also became one or the most imporrant vehicles through which this was ex-
pressed.. The individualisarion of fashion was reflected in an enormous increase in the 
numberr of styles coming up, and with it a fragmentation or the infrastructure where-
too buv them. It also led to the decline of Paris as rhe centre of command for fashion, 
andd the emergence of new competing centres like New York, London, Milan, and 
Tokyo.. With individualisation also went a process of more rapid change in styles (see 
alsoo Jansen 1991: 321-331). An important reason for this was that with individual iden-
tityy and clothing becoming more connected, the importance of being 'trendy' of 
coursee grew. 'Dress styles in late modernity are much more personality-specific rather 
thann specific to social positions. (...) They thus involve a very important set of iden-
tity-choicess and identity-risks, especially for young people' (bash & Urry 1994: 58). 
Also,, the growth in the number of styles led to the necessity of continuous updating of 
stvless so as to maintain distinction. The increased acceptance of casual clothing, even 
att work, also left more freedom than the more conservative dress codes for the office. 

Inn the 1980s this process of individualisation and change continued, although in a 
slightlyy different way. The growth in lifestyle consumption and yuppie culture con-
tributedd to an increasing importance of brands in fashion (see Jansen 1991: 327)." 
Warkk (1991: 67) calls this process the growth of 'mass high fashion', fashionable 
brandss for an increasing number of people. A brand as such became a clear statement 
byy an individual as to the group she or he belonged to. This counts for the upmarket 
brandss of the yuppie manager, but increasingly also for the rest of society, especially 
voungg people. To wear the right Lacosta polo-shirt or Nike shoes became a 'matter of 
lif ee and death', an integral aspect of people's identity. '1 believe that Tommy Hilfiger 
clothingg enables me to express who I am' (Giesen & Kranenberg 1998: 5, translation 
SR).. With dress purchases being now more centred around such more concrete focus 
pointss as brands, velocity of fashion increased even more, both as a result the process 
off  brands going in and out of fashion, and changing collections of the brands them-
selves.. At the same time the 1980s partly witnessed a 'new neatness', a new importance 
off  formal clothing as in the comeback of the suit (see for instance Van Regteren Altena 
1995:: 2). The economic downturn at the beginning of the 1990s slightly changed this 
picturee (see Easey 1995a: 45-46). In the mid 1990s brands retained their importance 
butt were more used in a pastiche way, consumers buying and combining different 
brandss together, so breaking the link somewhat between brand and lifestyle. As 
Ciiesenn (1995: 9) states somewhat ambiguously: 'Not the latest fashion rules, but the 
individuall  combination'. Retro fashion - the combining of fashion items from previ-
ouss periods - became a key term in the process. 

Apartt from fashion's increasing velocity, its more individual nature and rhe grow-
ingg importance of brands, fashion also became more global in nature. In fact there is a 189 
revivall  of locally specific dress at the same time as a homogenisation and gobalisation of 
fashion/44 This globalisation has proceeded furthest in three market segments of cloth-
ingg (see for instance Grijpma 1992): First there is the dress code of the global elite that 
iss more and more similar all over the globe - Waters (1996: 20) speaks of 'global 
yuppiedom').. Hugo Boss for instance noyv sets the standard for the world business 
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community.. This encompasses a global spread or clothing brands, through global 
advertising,, marketing and distribution, but also bv the travelling or the elite them-
selvess (see Grijpma 1997: 16). In fact, according to Henton et al. (1997: in) the 'most 
powerfull  force which unifies global consumer markets today is branding . Secondly, 
globalisationn has strongly increased in the teenage market. Here the so-called 'MTV 
generation'' more and more starts liking the same music, the same entertainment and 
withh it the same fashion/' This market segment is in many respects connected to the 
previouss one, although it is not necessarily limited to the branded market. It also 
includess the quick non-branded imitations of branded products sold bv for instance 
H&M .. Third, there seems to be a homogenisation of the very bottom of the market. 
South-Hastt Asian clothing exporters manage to produce such garments for stich low-
pricess that producers elsewhere - in the western world bur also in for instance African 
countriess - find it harder and harder to compete against imports in this market seg-
ment.. It goes without saying that in these standardised segments of clothing, brands 
hardlyy play a role, or if so as fake imitations of original brands. For all three market 
segmentss it is true that they are western dress codes becoming the rule in more and 
moree places over the globe. 

Inn other market segments globalisation did not go so far/'' A factor in this is of 
coursee differences in climatological circumstances and physiological characteristics of 
people.. Even if the kind of garments people wear become more similar, differences in 
sizingg and patterns of clothing make uniform sourcing, even in Europe, difficult . In 
factt Benetton changed its strategy, from distributing the same models in even' coun-
try,, to one where local store owners have more freedom to order on the basis of local 
tastess (Benetton 1994: 162)." According to the Head Marketing of c&A in the Nether-
lands,, fashion trends still widely diverge between countries, and even cities (Otten 
1998).. Wark (1991) discusses how, connected to the differences in production and re-
tailingg structtire and policy, the development of fashion in several western countries 
hass moved in different directions.;S Another indicator for this is the still widely diver-
gingg amounts inhabitants of different European countries spend on clothing, with the 
Germanss high and the Dutch very low on the list. Helfferich et al. (1997": 300), on the 
basiss of Hofstede's distinction of national cultures, cite clothing (and food) as sectors 
wheree a homogenising global uniformity is still far away. Secondly, there is 'tradition-
al'' dress, which in the 1990s has experienced kind of a new popularity. A revival of 
suchh dress is often a reaction against the globalisation of western dress behaviour de-
scribedd above. ' I he veil, for instance, is, in part, a reaction against the growing influ-
encee of western dress and lifestyle in general in some countries. Governments have 
alsoo been active in promoting more nationally oriented buying of garments, as in the 
uss 'Buy American campaign," or the I aliban's attempts to impose dress standards on 
womenn in Afghanistan. In other cases, as in Ataturk s prohibition of the fez — the trad-

1900 itional Turkish hat - governments have acted as a protagonist of 'global' fashion. 

Thesee cultural processes provide the environment in which the interaction process 
betweenn retailers and consumers (analysed in chapter 4) takes place. It encompasses a 
numberr of partially contradictory tendencies, first, there is a process towards a more 
globall  fashion. 'This enables retailers to source and sell for a more homogenous global 
market.. It reinforces their position towards consumers. Secondly, through the im-
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portancee of fashion as a marker or a lifestyle, dress becomes more individualised and of 
moree importance. This complicates the retail sourcing and selling strategies. How-
ever,, in canalising such fashion via brands, retailers (and producers) can strengthen 
theirr position. Finally, the polarisation of the 1980s and 1990s is also reflected in dress, 
withh the vuppy and discount markets at two ends of the spectrum. 

SpatialSpatial forms 

Thiss brings me to the last aspect of the changes in the organisation of production and 
differentt forms of regulation, which involves the changing spatial forms these have 
taken.. I have pointed out how in spatial terms Fordism was characterised by the na-
tionall  state as the main territorial unit, large cities as the focal point of industrial or-
ganisationn and a concentration of Fordist activity in the industrialised North. All this 
slowlyy was to change. As I indicated above, the central element as far as space is con-
cernedd is that if the spatial scale for Fordism was national, for post-Fordism it was 
ratherr international - or global (Lash and Urry 1994: 2). With multinational corpor-
ationss now buying, producing and selling all over the globe, less and less economic 
activityy was concentrated entirely within the borders of one nation state. More and 
moree barriers against global transactions were taken away. This meant that the spatial 
arenaa in which capital is operating is increasingly the world as a whole. To quote 
Lipietzz (1986: 20) 'there seems to exist, in brief, a regime of accumulation on the 
globall  scale'. An important consequence of this is that the idea of a nationally regu-
latedd labour market was increasingly eroded. 

However,, if the basic spatial form of post-Fordism is global, this still went with 
aa variety of more concrete spatial configurations in which production is organised. 
Onn the one hand it contributed to the deepening of a New International Division of 
Labourr (N IDL) , in the sense of production taking place in an increasing number of 
countriess around the globe. If East Asian countries were the forerunners in this from 
thee 1960s onwards, with the debt crisis of the 1980s, and the decline in oil and other 
raww material prices since the mid 1980s, more and more peripheral countries opened 
upp their economies to the global market. They became exporters of labour-intensive 
productss to industrialised countries, although some of the East Asian countries man-
agedd to build up a stronger indigenously rooted industrial base. 

Att the same time the development of a global labour market also contributed to 
whatt can almost be seen as an opposite spatial process; that is the process of re-run-
away,away, the return of production to the industrialised countries. This was related to the 
increasingg pressure on nationally regulated labour markets in industrialised countries. 
Withh increasing global competition, industry, unions and the state in industrialised 
countriess embarked on policies that reduced wages, degraded labour standards and in- 191 

creasedd flexibility , which improved in turn the competitiveness of western countries 
(seee Ross & Trachte 1990). Even more so, through continuing immigration - itself 
partlyy the result of the participation of peripheral countries in the NID L (see Sassen 
1988)) - an increased reservoir of marginal labour was present in western countries 
readyy to work for even lower wages. 
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Finallyy the more global spatial form of post-Fordism is reflected in what Sassen 
(1994)) calls the development of 'global cities . She argties that globalisation contrib-
utedd to the decline of western cities as centres of Fordist industrial production, these 
industriess being relocated to low-wage regions within the western world or increas-
ing!} '' also to developing countries (N IDL) . Fhis led to enormous problems in these old 
industriall  western cities, for instance bv a growing unemployment rate. However, 
suchh decentralisation of production brought at least for some major cities a new func-
tion.. 1 he reason for this was that if production and trade were becoming more and 
moree footloose, the control of these globalising activities was increasingly concen-
tratedd in a limited number of large cities. This not only counts for the control over in-
dustry,, but especially for the booming new service industries (banks, insurance firms), 
largee cities provided enormous advantages in terms of access to global transportation 
andd communication networks, skilled labour, and an elaborate tertian' sector of hotels, 
restaurantss and entertainment industries. As Sassen (1991, 1994) describes, as a result, a 
numberr of global cities developed as the nodes in the global economy. Such global cit-
iess became largely deindustrialised centres of multinational companies in the service 
sector.. However, along with this increase in high-paid white-collar jobs in the service 
sector,, also came a new demand for other services like catering, cleaning, made-to-
measuree clothing production, child care, prostitution, and entertainment. If the em-
ployeess in the global banks and insurance companies had a high and stable income, 
workerss in the latter sections of the global city were much worse off. The jobs thev 
heldd were often low paid, on short contracts and frequently bad working conditions. 
Migrantss were strongly present in this section of the labour market. The process of 
globall  city formation therefore led to an increasing polarisation of work in these cities. 

II  hese spatial practices in the context of the formation of global labour markets 
thereforee are contradictory in nature, ranging from runaway to its opposite re-run-
away.away. As a consequence the territorial meaning of terms such as core and periphery 
changed.. These can now can be found everywhere all over the globe. However, even 
thoughh accumulation has become increasingly of a global nature, and regulation at a 
nationall  level as a result has become less effective, this does not mean that the organ-
isationn of production has now become homogenous in all parts of the world. His-
toricallyy developed conditions and specific local forms of regulation still mean that the 
organisationn of production differs between countries. In rhe following two sections I 
wil ll  discuss how these developments specifically have worked out for the Netherlands 
andd Turkev. 

Conclusion Conclusion 

1922 In this section I have analysed the changes in relations of production over the last 
thirtyy years, which constitute the background to the changing bargaining relations 
betweenn a retailer and other actors, and the evolving geographical configuration of 
productionn discussed in the chapter 4. I concentrated on the rise of a Fordist mode 
off  development, and the changes that occurred in this from approximately 19-0 
onwardss that I described as post-Fordism. These are summarised in table 5.2. 
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Underr Fordism relations between capita'! and labour were relatively stable and 
equilibratedd on a national basis, towards which the state contribured via its welfare 
statee and Keynesian policies. As to consumption, it led to a relatively homogenous, 
masss character of demand. The relatively protected position of labour induced capiral 
too search for labour outside the Fordist compromise, which set in motion immigra-
tionn flows, industrial restructuring and internationalisation strategies. This itself con-
tributedd to a weakening of the position of labour and to difficulties for some Fordist 
organisedd firms in industrialised countries. Resulting unemployment increased pres-
suree on states budgets from welfare payments. 

TABLEE 5.2 Contrasts between Fordism and post-Fordism 

Fordism Fordism 

thethe production process 

masss production of homogenous products 

standardisation n 

largee buffer stocks and inventory 

verticall and horizontal integration 

fulll employment 

depolarisation n 

post-Fordism post-Fordism 

smalll batch production 

flexiblee production 

noo stocks 

verticall disintegration, subcontracting 

unemployment t 

polarisation n 

state state 

regulation n 

socialisationn of welfare (welfare state) 

deregulation n 

privatisationn of collective needs and social security 

consumptionconsumption and culture 

masss consumption individualised consumption 

fashionn as predictable, hierarchical change fashion as ephemeral, individual choice 

national,, regional fashion global fashion 

middlee classisation yuppie culture 

modernismm post-modernism 

space space 

nationall global 

SourceSource Based on Swyngedouw, as in Harvey 1990: 1 77-1 79. 

Afterr 1980, the position of labour strongly eroded, which led to a growing reservoir of 
(migrant)) workers in industrialised countries prepared to work for low wages under 
relativelyy adverse conditions. Also in developing countries, due to increasing debt 
burdenss and structural adjustment programmes this deterioration of labour standards 
wass clearly visible. The increased (global) concentration of capital as a result faced an 
increasinglyy weak labour force over the globe, which it is able to employ for worsening 
conditions.. These worsened conditions do not apply for the highly skilled workers 
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employedd bv global capital, who in absolute and telative terms saw their conditions 
improved.. State regulation, in social, industrial and trade policy, was in an increas-
inglyy weak position versus this strengthened position of global capital. On a societal 
levell  the cleavage between an impoverished segment of the labour market and a group 
off  protected skilled workers also worked through to consumption patterns, as wit-
nessedd by the yuppie phenomenon. Consumption patterns became more individual-
isedd and oriented towards lifestyle. Thev change increasingly quickly. 

Ass pointed out, these developments have had important implications for the sour-
cingg of retailers, and for the changing spatial organisation of production. Under 
Fordismm retailers faced a rather homogenous mass consumer society. This made sup-
plyy logistics relatively easy and predictable. Rising income levels also made up for 
growingg demand. For their supply of clothing thev increasingly shifted from domestic 
producerss to imports. Liberal government policies made this possible. Over the 1960s, 
clothingg suppliers saw their position erode through increasing wage costs, and started 
too internationalise their activities. I he clothing sector was in fact one of the sectors 
wheree the contradictions in Fordism became visible relatively early. 

Ass to post-Fordism, its global nature is of particular importance. First, it means 
thatt retailers can source all over the globe, which increases their leverage over sup-
pliers.. This global nature is reflected in an erosion in the position of labour towards 
capital.. The weakened position of labour (especially immigrants) over the 1980s ex-
plainss the re-emergence of labour-intensive activities in western countries. Consump-
tionn patterns have become more global, which has enabled a further internationalisa-
tionn of retailing and again have strengthened retailers' position over suppliers. 

Secondly,, changes from the mass consumer society of Fordism to the more indi-
vidualised,, lifestyle-oriented patterns of consumption under post-Fordism shed more 
lightt on the interaction between retailers and consumers described in section 4.4. 
First,, the rapidly changing fashion styles discussed in section 4.4 are to some extent 
reflectionss of societal changes taking place since 1970, where babyboomers try to dis-
tinguishh themselves from the post-war reconstruction society of their parents. Also, 
thee development of yuppie demand is connected to the increasingly polarised societies 
thatt developed over the 1980s. Finally, the increased lifestyle and personal character of 
consumptionn and dress can be understood from the changes in a society, where class 
distinctionss become less of a visible marker of identity. This constitutes the back-
groundd to the increasing influence of brands in clothing consumption. Such develop-
mentss in clothing consumption therefore can be seen less as a 'strategy' of retailers by 
itself,, but are rather connected to the broader transformations of industrial society. 

Thee transformations of Fordism to post-Fordism thus constitute the structural 
backgroundbackground'against'against which the (inter)action between retailers and other actors has to be 
understood.. In the next two sections I wil l use this to analyse the specific way these 

1944 developments have taken shape in the Netherlands and Turkey. 
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5.33 The Netherlands in the global economy 

11 [Amsterdam is/ the capital of casual clothing. 
AA perfect place to escape the obligations of fashion.' 

(Inenn 1996: 46, translation SR) 

Whatt has been discussed in the previous section as a change in the regime of accumula-
tionn in the world economy, of course has had an impact and specific articulation in the 
Netherlands,, due to the specific geographical, social, economic and political history of 
thee country. It is only from the perspective of this specific articulation that it is possible 
too fully understand the spatial organisation of production in the clothing industry in 
thee Netherlands. 1 wil l focus on two aspects in particular. The first involves the relation 
betweenn Dutch retailers and suppliers of clothing. The second is the involvement of 
migrantt entrepreneurs and workers in the sector in the 1980s and 1990s. These issues 
cann only be fully explained from the way (post-)Fordism developed in the Netherlands. 
Inevitably,, there wil l be some overlap with the preceding section, since developments 
inn the Netherlands to some extent are similar to the global developments. 

TheThe legacy of the past 

Althoughh the position of the Dutch economy as a major European power has changed 
sincee the 16th and 17''1 century, part of this historic legacy serves to explain the dynam-
icss of the contemporary developments in the Netherlands. There are at least three 
srructurall  elements of this historical background still in place since the Second World 
Warr that need attention (see De Groot & Evers 1983). 

Firstly,, one of the main elements of this legacy is the divided nature of Dutch civil 
society,, along religious lines - especially between Protestant, Catholic and Lay groups. 
Thiss antagonism was resolved in a relatively non-conflictual way by the establishment of 
differentt religious 'pillars' in society, along which the different groups were organised, a 
processs that gained momentum during the 19" century (see Schama 1987; Stuurman 
1983).. These pillars existed relatively separately from each other, each with its own social, 
economicc and cultural institutions. Politics in the Netherlands, as such, consisted of 
findingg a way of bringing these factions in one line. This took a relatively peaceful form, 
wheree through consultation, the elites of the different groups all got a say in decision-
making.. Although nowadays this pillarisation has lost some of its importance due to the 
modernisationn of Dutch society since the Second World War (that brought horizontal 
insteadd of vertical divisions in society more to the forefront), the corporatist conciliatory 
naturee of Dutch politics has been preserved in some respects (see for instance Bax 
1995).""  For my study this is especially important to the incorporated position of labour 195 

inn the Dutch polity and to the way the idea of'pillars' is reflected in the Dutch policy 
towardss migrants. Finally, this historic importance of horizontal division may help to 
explainn the importance of lifestyle groups in Dutch society. 

Secondly,, compared to other Northern European countries, the Netherlands after 
thee Second World War was still largely agricultural with a limited industrial sector. 
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Industrialisationn in the Netherlands started late in the K/'1 centurv, the Dutch focus-
ingg on trade and financial services rather than production, which in part is a tradition 
thatt goes back to the 'golden age' of the 17" century. During the 1920s, especially the 
steell  industry - the motor of industrialisation - greatly expanded, together with the 
chemical,, paper, graphical, and energy industry (Van Zanden & Griffiths 1989: 116). 
II  his industrialisation was capital intensive. It is important here to stress that until the 
Secondd World War, the Netherlands in many respects lacked a strong Fordist indus-
triall  base. This was also reflected in the small amount of blue-collar industrial jobs in 
thee Netherlands, and - partly connected to this - to the relatively limited degree of 
unionisation.. It also lacked a tradition of strong state involvement in industry, as was 
thee case in other European countries (Hout & Sie Dhian Ho 1997: 118). Moreover, 
bankss in the Netherlands developed more as trading banks and were not so much con-
nectedd to the Dutch industrial base. The relative strength of merchant capital can also 
stilll  be found in the strong position of retailers vis-a-vis producers. Finally, the rela-
tivelyy limited number of industrial jobs had important implications for labour migra-
tion,, given the late stage at which immigration took place and the small, and so fragile 
basiss this provided for migrant workers. 

Fhirdly,, the Dutch economy is relatively open. This is partly due to the lack of 
raww materials of the Netherlands, which make imports necessary. A protective stance 
towardss imports of raw materials, but also capital and intermediate goods, would lead 
too a deterioration of the competitiveness of Dutch exports, and was therefore avoided. 
Thee open character is also connected to the small size of the Dutch domestic market, 
whichh induces firms producing on a larger scale to search for markets outside the 
Netherlands.. Fhirdly, it stems from the Dutch geographical position, on the estuary 
off  two large European rivers, that makes the Netherlands the 'gateway to Europe'. 
Dutchh industry focused on intermediate products, transforming the raw materials 
shippedd into its large harbours for manufacturers in Germany. Finally it is connected 
too the Dutch colonial history, especially regarding Indonesia, which gave the econ-
omyy an early international outlook. Even after the independence of Indonesia large 
Dutchh firms in oil (Royal Dutch Shell) and food processing (Unilever) maintained a 
distinctivelyy outward-orientation. Dutch firms continue to be large foreign investors 
abroad.. All this makes the Netherlands extremely vulnerable to developments in the 
globall  economy. This tradition of outward-orientation also meant, however, that 
Dutchh firms embarked on international strategies at a relatively early stage. As to im-
migration,, the openness was reflected in the relatively open stance towards immi-
grants,, who - from Spanish and Portuguese Jews in the 16'1' century to the Mediterra-
neann immigration of the last four decades - contributed to Dutch prosperity. 

1966 Post-war reconstruction - Fordism in the Netherlands 

Fhesee three elements (pillarisation, small industrial base and open character) consti-
tutee the background to the reconstruction of the Dutch economy after the Second 
Worldd War. After the war an attempt was made to build a stronger industrial base 
inn the Netherlands. With annual increases in investment of 6.4 percent per year. 
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thee Netherlands embarked on a rapid industrialisation programme (Van Zanden 6C 
Griffith ss 1989: 212-221). Especially during the 1950s industry became the motor of eco-
nomicc growth, with growth levels of almost 7 percent per annum. Even though in 
comparisonn to other European countries the Netherlands until today remains rela-
tivelyy littl e industrialised, this period still witnessed the building-up of Fordist mass 
productionn in intermediate (steel, chemistry) and consumer goods (electronics, food-
processing).. The production of capital goods in general increased almost twice as fast 
ass that of consumer goods (Van Zanden & Griffiths 1989: 116). Production of chem-
icall  products, oil products, metal and electronic products increased by around 10 per-
centt per year, whereas consumer products like food and textiles grew by less than 
55 percent between 1953 and 1973. Although production of clothing did increase after 
thee war, its share in industrial production and employment diminished (see 3.3). Even 
moree so, between 1953 and 1973 it was the only Dutch industrial sector that experi-
encedd a slight decline in production (Van Zanden & Griffiths 1989: 226-227). 

Growthh of industrial production continued during the 1960s, but became less and 
lesss labour intensive. From 1963 onwards the Netherlands even experienced a process 
off  relative de-industrialisation in terms of employment, with employment in industry 
decreasingg by 0.7 percent per year between 1963 and 1973. Even at its record height in 
i9600 only one third of employment was in the industrial sector, much less than in 
otherr European countries (Visser & Van Hemerijck 1998: 44). Investment in industry 
duringg the 1960s became more and more directed to labour-saving technology, and 
nott so much to the broadening of the industrial base. As discussed in chapter 3, cloth-
ingg production started to decline from 1963 onwards. At the same time there was a 
largee increase in the public and private service sector. Already in 1958 47 percent of the 
workingg population worked in the service sector, rising to 52 percent in 1970 (CBS). 
However,, even if the share of industry in employment and GNP started to decrease at 
thee expense of services, industry remained crucial for exports and innovation. In the 
beginningg of the 1990s industry accounted for 70 percent of exports and 90 percent of 
expendituree on R & D (Van Nieuwenburg 1994: 15). 

Inn part this industrialisation process was due to a more vigorous industrial policy 
bvv the Dutch government. Whereas before the war, the Netherlands had followed a 
non-interventionistt industrial policy, especially after the Industry Memorandum of 
19499 the government started to play a larger role. Through the establishment of the 
Gentrall  Planning Bureau (CPB) planning was introduced in the Dutch economy. Al-
thoughh the CPB does not have any policy-making competencies, it offered a 'guiding 
idea'' for Dutch policies, which was often followed (Katzenstein 1985: 61). This more 
activee government stance towatds industry diminished in the 1960s, when a return 
wass made to the traditional more liberal policies (Van Zanden 1994). 

Moree at the basis of this post-war reconstruction process was a strong increase in 
competitivenesss after the war. This was based on three factors: A devaluation of the 197 
guilder,, a managed wage policy and the control of prices for housing. As to wages, 
relativee to other European countries, the wage level during the 1950s remained rela-
tivelyy low. In i960, wages in the Netherlands were approximately 20 to 25 percent 
lowerr than in Germany or Belgium (Visser & Van Hemerijck 1998: 132). The relations 
betweenn the government, employers and unions plaved an important role in this. 
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Thee government set indicative levels tor wage moderation. Employers and unions 
bargainedd thereafter on collective labour arrangements (CAOS), where thev largely 
adoptedd these measures for modest wage development." The number of CAOS accord-
inglyy strongly increased in the 1950s, when about 80 percent of workers fell under a 
CAOO (Van Zanden & Griffiths 1989: 95). Wage moderation was made acceptable for 
thee unions by controlled increase in prices - mainly through management of costs of 
rentt and agricultural products - so enabling a rise in living standards despite nominal 
wagee moderation. It was also made possible by the fear on the part of the unions of 
renewedd unemployment similar to that of the 1930s crisis in combination with the 
nationall  effort of post-war economic reconstruction." As such, the 'tightening the 
belt'' temporarily did not meet with much resistance.'4 In fact, the Netherlands experi-
encedd the lowest number of strike days per worker in Europe after Switzerland (Van 
Zandenn & Griffiths 1989: 16). In general, unions in the Netherlands do not have as 
widee a membership as other European countries (Visser & Van Hemerijck 1998: 119). 
Especiallyy in the 1950s and 1960s they also were divided along the lines of the 'pillars' 
(Dee Groot & Evers 1983: 18). Clothing was one of the least unionised sectors of the 
Dutchh economy (Van Zanden & Griffiths 1989: 92)." However, the lack of union re-
sistancee also had something to do with the incorporation of trade unions into the 
structuree of Dutch decision making. As Van Zanden and Griffiths (1989: 98) point 
outt 'because the unions to a large degree were co-responsible for the managed wage 
policy,, they did not want to co-operate in the resistance against it' (translation SR). As 
such,, the unions became part of consensus-seeking policy mechanisms, represented 
forr instance in the tripartite Social Economic Council (SER) - an important advisory 
bodyy to the government.* 

Wagee moderation contributed to the rapid reconstruction and industrialisation 
processs and led to a strong increase in exports. In fact the post-war boom was largely 
realisedd through expanding exports based on strong international competitiveness. 
Exportss grew from 5 billion guilders in 1950 to 15 billion in i960, 24 billion in 1965 and 
444 billion in 1970 (CBS). Exports were necessary as an outlet for increasing produc-
tion,, since the Dutch market itself was relatively small. The opening-up of markets 
duee to European integration and liberalisation of trade in the context of G A I T meant 
thatt increasingly the Dutch import bill could be paid for by exports, instead of by in-
comee from foreign investment as had been the case before the war. 

However,, at the end of the 1950s and in the 1960s economic reconstruction re-
sultedd in a growing scarcity of labour (unemployment of less than 1 percent in the 
earlyy 1960s), which induced employers to pay higher wages than CAOS in order to find 
workers.. The role of the government in setting targets for wages became weaker dur-
ingg the 1960s (and especially in the 1970s), with wages more and more the outcome of 
collectivee bargaining at the industry level (Kat/enstein 1985: 50). This scarcity of la-

1988 bour was partly the result of the low rare of labour participation in the Dutch econ-
omy,, especially for women. This led to wage increases in the first half of the 1960s and 
too growing discrepancies between wage growth in different sectors, due to differing 
risess in labour productivity per sector, CAO wages rose by 13 percent in 1963, 15 percent 
inn 1964 and 10 percent in 1965 (Visser & Van Hemerijck 1998: 133). The indices for 
wagee costs per unit of production rose from 100 in i960 to 125 in 1970 (Van Zanden & 
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Griffithss 1989: 49). Even though the growing inflation in the second hair of the 1960s 
waswas met by a renewed attempt at wage restriction, this was not successful. At the end 
off  the 1960s wages in the Netherlands equalled those of its European neighbours. Es-
peciallyy labour-intensive industry like clothing was affected by these wage increases. 

Thesee increases in wages were also connected to new forms of labour organisation. 
OnOn the one hand two of the largest pillarised unions federated, and as such formed a 
strongerr national block. The number of strikes in the beginning of the 1970s also 
increased.. According to De Groot and Evers (1983: 77) a situation developed where 
'thee power relation between union movement and employers in the early seventies 
waswas such that a structural change in the division of the national income on behalf of 
thee wage income proved feasible'. On the other hand the 1970s witnessed an increase 
inn organisation of workers on the shop floor level,' which gave workers more concrete 
influencee on the firm level, but also laid the basis for greater differences in the treat-
mentt of workers between firms and sectors. Employers' organisations united during 
thee 1970s. Eor sectors where labour productivity grew less rapidly than elsewhere, the 
overalll  rise in wage levels in times of growing inflation caused severe problems of prof-
itabilityy over the 1960s (Van Zanden & Griffiths 1989: 102)." This tightening of the 
labourr market induced employers to embark on two different strategies: The recruit-
mentt of foreign labour and the relocation of production through imports, FDI and 
subcontracting. . 

Thee Netherlands was relatively late in starting to recruit foreign labour from 
Southernn Europe, and especially focused on Morocco and Turkey.w The number of 
migrantss in the Netherlands increased from 104,000 in 1950 to ir8,ooo in i960 and 
255,0000 in 1970 (Penninx 1986: 954). The number of Turks and Moroccans respec-
tivelyy grew from 1,200 and 300 in 1963 to 13,500 and 12,800 in 1968 (CBS). These 
immigrantss predominantly worked in the few large-scale Fordist industrial plants, 
whereass the native Dutch population - due to rising levels of education and a growing 
demandd for labour from the service sector - worked increasingly in white-collar ser-
vicee jobs. Most immigrants were men between 18 and 45 years old who were expected 
too stav only temporarily and return to their country of origin. During the 1960s, the 
Dutchh government took a passive and relatively open stance towards the recruitment 
off  temporary labour immigration. It was the companies themselves that recruited 
migrantt labour, with an open policy on immigration and work permits supporting 
this.. Only in the second half of the 1960s did the government become more active in 
organisingg recruitment. 

Thee second reaction by Dutch companies to rising wage costs was the relocation of 
productionn ro other countries. Starting in the 1960s, and growing especially in the 
1970s,, Dutch firms invested more and more abroad: foreign direct investment (FDI) 
increasedd from 2 billion guilders in 1970 to 8 billion guilders in 1981 (flows) (De Groot 
&&  Evers 1983: 54). This FDI did not only come from large multinational corporations, 199 

butt also from small- and medium-sized firms. Imports grew by 9.1 percent per year be-
tweenn 1951 and 1973 (Van Zanden & Griffiths 1989: 212). Through these develop-
mentss Dutch industry started to realise a growing share of its value added abroad, 
makingg it relatively less dependent on wage developments in the Netherlands. As 
shownn in chapter 3 the clothing industry was a forerunner in this process. 
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WelfareWelfare state 

Nextt to the increase in wages, the 1960s witnessed a growing involvement of the state 
inn the economy and society. From the 1950s onwards the Dutch government laid the 
foundationss of a welfare state, starting with pensions in the 1950s. In the 1960s the 
governmentt focused increasingly on income distribution through progressive tax-
ation,, social security, the coupling of social security benefits to wage trends in the pri-
vatee sector, and the introduction of a minimum income (De Groot & Evers 1983: 10). 
Thiss of course increased government expenditure, which was paid for by income from 
naturall  gas sales and increased taxes. On the basis of this De Groot and Evers (1983: 
89)) conclude that '[t]he steep rise in wage costs that changed the Netherlands into a 
highh cost producer is thus mostly the result of the rise in taxes and social premiums (to 
approximatelyy 60 percent of GNP in 1980) and to a far lesser extent the result of a rise 
inn freely disposable income'. The establishment of a welfare state, with the require-
mentss for public finance that went with it, therefore constitutes an important element 
inn analysing the economic crisis that took off in the beginning of the 1970s. 

Inn summary, Fordism in the Netherlands developed in a specific way. As a country 
lackingg a strong industrial base, it was only after the Second World War that indus-
trialisationn took place on a large scale. At the heart of this process was a restraint on 
wagess that improved the competitiveness of Dutch production. Over the 1960s gross 
wagee costs increased by rising net wages and increasing taxation for the welfare state. 
Thee traditionally international orientation of the Netherlands led industry to embark 
onn a relatively early process of internationalisation of production in which the cloth-
ingg industry played an important role. In two decades the Netherlands was trans-
formedd from a low-wage country with a growing industrial base to a high-wage service 
economy.. From this small industrial base and internationalised service sector it comes 
ass no surprise that clothing retailers in the Netherlands, more than elsewhere, became 
strongerr players than their suppliers. 

TheThe 19 jos crisis 

Thee causes of the economic crisis at the beginning of the 1970s were in many ways 
similarr to what happened on a world scale and was described in the previous section. 
Thee external shock of the oil crisis also in the Netherlands made the import bill more 
expensive.. The Dutch current account started to develop a deficit between 1978 and 
19800 (OECD 1990). However, rising oil prices also led to an increase in the prices of 
naturall  gas, which was positive for the Dutch Treasury. This made the impact of the 

000 oil shocks, in comparison to other countries, more of a mixed blessing. The inter-
nationall  competitiveness of Dutch industry declined, as a result of the rising wage 
costss over the 1960s, in combination with the increasing cost of the welfare state and a 
smallerr growth in labour productivity. Expenditure on the welfare state continued to 
risee through payments for social security for laid-off workers. The number of people 
dependingg on some kind of welfare increased from 1.6 million in 1970 to 3.2 million in 
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19855 (Visser öc Van Hemerijck 1998: 171). The Dutch budget more and more went in 
deficit.. The budget deficit (including interest payments) rose from 4 to 8 percent of 
GNPP from 1977 to 1981, and to 10.7 percent in 1983. 

Thee result of the crisis was that during the 1970s economic growth slowed to 2.7 
percentt between 1973 and 1979 (Van Zanden & Griffiths 1989: 257). Growth of indus-
tryy became less than 1 percent. In fact, a quarter of all industrial jobs were lost over the 
1970s,, leading to unemployment levels of around 5 percent (Visser & Van Hemerijck 
1998:: 139). As indicated in chapter 3 in textiles and clothing the result was even more 
devastating,, with a strong decline in production and employment. 

PolicyPolicy response 

However,, compared to other OECD countries, and especially when compared to the 
post-19799 crisis, the Netherlands managed relatively well during the 1970s. The main 
reasonn for this was that, despite worsened competitiveness, and a slow increase in de-
mandd for exports, domestic consumption continued to grow at a high rate. This was 
connectedd to extensive social security benefits, subsidies and minimum wage regula-
tion,, which managed to support private consumption. This was at the expense, how-
ever,, of a rising deficit of the government. Low - and sometimes negative - real inter-
estt rates, due to the wide availability of credit on international markets, also con-
tributedd to this. Such a policy could only be paid for as long as income from gas pro-
ductionn remained high, international loans were widely available against low interest 
rates,, and the number of people relying on social security - and thereby the burden on 
thee state's budget - remained manageable. Also, at an ideological level, this policy was 
thee post-war consensus on Keynesian macro-economic policies, in which the state was 
too take an active role in countering conjunctural crisis through demand management. 
Whenn all these parameters changed at the end of the 1970s, the impact of the crisis 
afterr 1979 was fundamentally different. 

Inn terms of industrial policy, during the 1970s the state reacted to the problems by 
providingg selective support for industries in need. The policy stance towards restruc-
turingg was however both fragmented and limited. Even though it did provide some 
helpp for industries in trouble, including the textile and clothing industry, the main fo-
cuss was on improving the competitiveness of viable firms (through the promotion of 
mergers),, and not so much on the keeping unprofitable companies 'alive'. Industry in 
thee Netherlands as a result became more and more concentrated in nature. The rela-
tivelyy non-interventionist stance of the Dutch state towards industry' was reflected in 
thee limited degree of support to industries whose longer term survival remained prob-
lematic,, despite protests against this from unions. Dutch industrial policy 'reinforces 
ratherr than restrains market developments, as the internationalization of the Dutch 
clothingg industry in the 1970s shows' (Katzenstein 1985: 65). Especially in the late 1970s 
andd 1980s the emphasis was put more and more on innovation in high-technology 
sectorss as the primary goal of industrial policy. 

Ass I pointed out earlier, this liberal stance was also evident in the area of trade 
policy,, where the Netherlands continued a relatively open policy, despite growing 
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problemss of domestic industries with imports. According to Katzenstein (1985: >8) 
torr textiles and clothing this was a deliberate policy: [t]he Netherlands (...) con-
sciouslyy tried to reduce the size of the Dutch textile and apparel industry bv moving a 
largee part of production to low-wage countries in Eastern Europe and Northern 
Africa.. Even in times of recession a relatively' open and liberal policv was pursued. 

However,, the 19-os did bring a strong change in another policv area, Dutch immi-
grationn policy. The growing unemplovment in the beginning of the 1970s led the 
Dutchh government - like governments in other countries - to regulate immigration 
moree strictly. Eirst, from 1973 onwards the government ended its support for recruit-
mentt of migrant labour. Second, rules regarding the recruitment of non-El' emplov-
eess were tightened. I o hire a non - tr worker an emplover had to get a labour permit 
forr the migrant in question. Eh is labour permit was only granted when according 
too the Labour Bureau there was no suitable EU candidate available for the job. On 
thee other hand, before being allowed to enter the Netherlands, immigrant workers in 
spespe needed a temporary permission of residence in the Netherlands, which was only 
grantedd on the basis of a contract with a Dutch employer. 1 he combined effect of 
thesee two measures was to make immigration for labour purposes virtually impossible 
(seee for instance Muus 1993; Dreef forthcoming). However, this more restrictive pol-
icyy did not lead to a decrease in immigration. Instead of labour migration newcomers 
continuedd arriving for family reunion and (later) marriage (see for instance Muus 
1993:: 84-85). In comparison to other European countries Dutch legislation is relatively 
permissivee to immigration for family reunion. 

Eromm this discussion it becomes clear that although the Netherlands was severely 
affectedd by the crisis, that this did not result in a policy' shift. Welfare state protection 
wass maintained, whilst despite the crisis, a relatively open outlook on foreign trade 
wass maintained. 

TheThe crisis after 19J9 

'11 here is a whole cluster of factors that help to explain why the effect of the 1979 crisis 
weree so much more severe than that of its 1973 predecessor. I he rise in oil price after 
thee I9~9 Iranian Revolution and the first Gulf War, was one. However, these hit^h en-
ergyy costs did not last for long: After 1982 the price for oil slowly started to decrease, 
andd in 1986 a glut in oil led to strong reductions in price. Despite the boom in prices 
connectedd to the second Gulf War of the beginning of the 1990s, oil prices from 1986 
onwardss have been low rather than high. Moreover, as indicated before, because of 
naturall  gas, rising oil prices are a mixed blessing for the Dutch economy. 

Secondly,, and perhaps most importantly, the reason for the severity of the post-
022 1979 crisis was that the renewed rise in oil prices was met by a different policv stance 

byy the Dutch government. 1 he centre-right governments in power during the 1980s 
reactedd to the crisis, not bv counter-cvclical demand management to boost domestic 
consumption,, but by the now increasingly popular monetarist policies, with their 
triplee goals of a reduction of inflation, a reduction of public deficits and debt, and a 
boostt of competitiveness via lower tax rates. I he adage became more and more, in the 
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wordss of Katzenstein (1985: 20), that '[sjociai iai must be cui. lu slup die aUuphv of 
economicc muscle'. The goal of this new policy was, according to the OECD (1983: 24), 
'aa sustained shift of disposable income from the household sector to business'. The re-
ductionn in wages and social expenditure that resulted from this, were accepted by la-
bourr in a crisis atmosphere of rising unemployment levels. The result was a decrease in 
privatee consumption and stagnating public consumption (Van Zanden & Griffiths 
1989:: 256-257), However, the way that such policies were implemented in the Nether-
landss took a particular, and in fact relatively successful form,4' with the 'Dutch model' 
-- or polder model - receiving much attention (see Visser & Van Hemerijck 1999). The 
Dutchh policy encompassed the use of several instruments. 

REDUCTIONN IN GOVERNMENT SPENDING 

Thee spearhead of the new policy was the reduction in government spending to reduce 
thee over 10 percent deficit in the early 1980s. This had three purposes. Firstly, it allowed 
forr lower levels of taxation and for a decrease in gross wage costs; secondly, it contrib-
utedd to a reduction of government deficits, which had led to a growing debt and risked 
contributingg to inflation; and thirdly, it improved the dynamics of the labour market 
byy reducing the minimum wage and social security policy. Successive governments in 
thee 1980s made austerity and budget cuts {bezuinigen) the key words of their policies. 
Thesee new policies led to a strong decrease in the Dutch budget deficit (from 7.1 per-
centt in 1982 to 5.2 percent in 1989 and 0.9 percent in 1997 (OECD 1990; 1998). 

LABOURR MARKET POLICY 

Probablyy the most important aspect of the Dutch polder model concerned labour-
markett policv as the 1980s witnessed a completely different stance to that of the 1970s. 
Wagee restraint became the major instrument of government policy (OECD 1983: 24). 
Suchh a policy was evident in 1976, and contributed to zero growth of real wages be-
tweenn 1976 and 1982.4' After the installation of a central right government in 1982 this 
policvv was implemented even more vigorously. Central to this were the agreements 
reachedd in 1982 between the government, labour and employers in Wassenaar on two 
prioritiess (Kersbergen et al. 1997: 54). The first involved a choice of work before in-
come,, aimed at creating new jobs against the tide of rising unemployment. Real wages 
ass a result decreased by 9 percent over the first half of the 1980s (Visser & Van 
Hemerijckk 1998: 142). In 1984 this was reflected in a lowering of the minimum wage, 
whichh over the 1980s declined by approximately 15 percent against the average Dutch 
wagee (OECD 1989: 68). Declining political leverage on further minimum wage cuts in 
thee late 1980s led to policies that aimed at lowering labour costs through reduced so-
ciall  security contributions at the bottom end of the labour market. Although eco- 203 
nomicc recovery in the second half of the 1980s meant wage demands started to grow 
again,, the earlv 1990s saw a new period of collectively agreed wage restraint in con-
junctionn with a particular decrease in the lowest incomes (Visser & Van Hemerijck 
1998:: 147-151). The second priority of Wassenaar was on the reduction of working 
hours.. This shortening of labour time functioned as the proverbial carrot to get the 
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unionss to agree to the stick of wage restraint discussed above. This process started in 
1983-198411̂^ led to the introduction of a 38 hour working week. In the second half of 
thee 1980s the reduction of working hours became less important. Under the new ar-
rangementss of 1993 half of full-timers worked for 36 hours a week. Whilst in the early 
1980ss priority of wage restraint and working time reduction was at restoring produc-
tivity ,, in the early 1990s the creation of jobs was more central. 

Apartt from making labour cheaper, the new policy also emphasised other supplv-
sidee measures like schooling. New mechanisms for subsidised combinations of train-
ingg and working were introduced (Hoffman 1998). This was especially urgent since 
evenn though the level of schooling of the Dutch work force was improving, there was a 
movee away from vocational training. As a result there were vacancies in some indus-
triall  jobs next to mass unemployment. 

Labourr market reform also involved the reform of social security regulations. In 
thee beginning of the 1980s the criteria for receiving social security were sharpened 
andd benefits lowered. Social security payments as a percentage of GNI> decreased from 
21.11 percent in 1983 to 17.7 percent in 1989 and 16.1 percent in 1997 (Visser & Van 
Hemcrijckk 1998: 187). The result was, in part, that a growing number of people re-
ceivedd benefits under different kinds of arrangements, especially the Law on Inability 
too Work (WAO). In the early 1990s this law was duly modified to stop 'dumping' the 
unemployedd in sickness regulations. However, although indeed the Dutch social se-
curityy system was modified after 1980, and indeed benefits were reduced, it continued 
too provide a social net for people out of work. As a result, reductions in wages and re-
ducedd social security did not lead to a similar increase in poverty in the Netherlands 
comparedd to other countries. If, at the end of the 1980s, 3 percent of Dutch house-
holdss could be considered as poor - defined as earning less than half of the average 
householdd income - in Germany this percentage was 8 percent and in the us 18 per-
centt (Visser &T Van Hemerijck 1998: 58). 

Thee new policy stance was also reflected in industrial policy. Instead of the frag-
mentedd and ad hoc attitude of the 1970s, since the early 1980 the emphasis has been 
moree on innovative policies (OECD 1986: 26). As the OECD (1983: 30) states, there was 
aa change in emphasis from 'a defensive strategy of supporting existing enterprises 
whichh had run into difficulties following the first oil crisis to more positive global 
stimulationn of investment'. Van Nieuwenburg (1994: 23) therefore concludes that 'in 
factt the industrial policy of the ministry of economic affairs is largely technology pol-
icy'' (translation SR). This focus essentially continued up into the 1990s and was ac-
companiedd by a continued open stance in trade policy. Such a stance left littl e room 
forr supporting the clothing industry. 

IMMIGRATIO NN POLICY 

Dutchh immigration policy on labour migration during the 1980s and 1990s followed 
thee restrictive stance implemented after 1973. Only limited numbers of non-EU mi-
grantt workers were granted work permits under the immigrant work laws. At the end 
off  the 1980s, for instance, only around 10,000 permits were granted (Muus 1993: 
142-144).. 1 urks, Moroccans and Surinamese together accounted for only approxi-
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matelvv 10 percent of these. These limitations on work permits went with an increasing 
numberr of migrants who tried to enter the Netherlands under different regulations 
(marriage,, political asylum) or illegally. During the 1990s, policies to stop illegal im-
migrationn were tightened up. 

Too sum up, the 1979 crisis was met with a different policy response by the Dutch gov-
ernmentt to that of the 1970s. Even though this new stance was comparable to the pol-
icyy shifts in other European countries, it did take a specific form. More than elsewhere 
itt was the outcome of a joint decision by the government, employers and labour, in 
thee tradition of conciliatory Dutch policy making. Connected to this the new policy 
afterr 1982 left much of the basic social security net of the welfare state intact. These 
specificc characteristics are central for my explanation of the emergence of migrant-run 
contract-clothingg firms in Amsterdam, as well as the further transformations in the 
spatiall  organisation of production. I wil l now turn to the consequences of the new 
policiess over the 1980s and 1990s. 

ConsequencesConsequences of the crisis 

Thee recession after 1979 and the policy response to it had important consequences for 
thee Dutch economy at large and for the labour market in particular. If the Nether-
landss had done relatively well in the period 1973-1979, the impact of the 1979-oil crisis 
wass completely different. Between 1979 and 1985 the Dutch economy only grew by a 
meagree 0.7 percent per annum (Van Zanden & Griffiths 1989: 257). Industrial pro-
ductionn stagnated, production in 1980 was the same as in 1984. In textiles, clothing 
andd leather production fell 15 percent between 1980 and 1984 (OECD 1986: 93). Unem-
ploymentt increased to over 11 percent on average, almost 2 percent more than the 
averagee for the other European OECD countries. Apart from stagnating production, 
risingg unemployment was also due to new arrivals on the labour market of women and 
babyboomerss (Kloosterman 1994: 1337). The index for industrial employment fell to 
855 in 1984 (1980=100) (OECD 1986: 93). Immigration diminished in the first three 
yearss of the 1980s: For instance if in 1980 around 17,000 Turks emigrated to the Neth-
erlands,, in 1983 less than 5,000 did (Muus 1993: 84). 

Afterr 1984, the Dutch economy started to recover from the crisis, although unem-
ploymentt levels remained high. The average annual GDP growth between 1988 and 
19966 was 2 percent. Between 1983 and 1993 employment grew by 1.8 percent per an-
num,, against 0.4 percent for the EL as a whole (Visser & Van Hemerijck 1998: 38). 
Fromm 15 percent in 1984, unemployment decreased to 7.5 percent in 1989 and 5.4 per-
centt in 1992 (OECD 1989: 154; OECD 1998: 154).'4: After 1992, unemployment slightly 
rosee again, to around 7 percent in the mid 1990s following the 1994 recession, to 205 

slowlvv diminish after that again. At the same time the total number of the Dutch 
workingg population out of work (including disabled, early retirement and subsidised 
employment)) remained relatively high around 25 percent (OECD 1998: 33). 

Thiss reduction of the unemployment rate was in part due to the creation of flex-
ible,, part-time and often low-paid jobs. Apart from cuts in real wages, reform also 
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encompassedd the flexibilisation of labour conditions. Procedures for laving off work-
erss were made considerably more easy. Rules for hiring personnel on temporary con-
tractss were relaxed, as were rules on overtime work (OHCD 1989: ^5-76). One out of 
tourr workers in the mid-1990s worked part-time, and one out of ten had a flexible job. 
Thee share of part-time jobs increased from 16.6 percent in 1979 to 36.5 percent in 
1996,, higher than in any other OECD country (Visser & Van Hemerijck 1998: 46). 
Hourlvv wages of part-timers were, on average, 20 percent lower than those of a full-
timee worker. In Amsterdam there were relatively many part-time and flexible workers 
(Vann der Vegr et al. 1995: 25). 

Centrall  to the recovery was a strong increase in the competitiveness of the Dutch 
economyy due to a decrease in real wages. Whereas the percentage of low-paid jobs 
inn total employment until 1979 was decreasing, it increased between 1979 and 1985, 
onlyy to decline again after that (Salverda 1994: 17). if in 1974 the average real income 
inn the Netherlands was 10 percent above the EU average, in 1994 it was 10 percent be-
lowlow the average (Van Nieuwenburg 1994: 14). Hven so, income differentials in the 
Netherlandss remained relatively small from a comparative perspective (Visser & Van 
Hemerijckk 1998: 56). 

Justt as much as income differentials did not increase in the Netherlands during the 
1980ss and 1990s as sharply as in some other industrialised countries, neither did the 
culturall  changes (described in section 5.2) occur as sharply as elsewhere. The Nether-
landss did witness its own yuppie phenomenon, with the new neatness and brand con-
sciousness.. In fact, the whole increase in importance and speeding up of fashion did 
nott fit so well into Dutch consumption habits. A traditional Dutch aversion to show 
off  wealth also played a role in this. Claval (1993: 136) points at this: T he desire not to 
differr too sharply from ones neighbours is expressed in the deliberate choice of plain 
clothes.. Originality is sought in bright colours rather than high quality. In many ways, 
thee egalitarian ideologies prevailing in Amsterdam paved the way for the massification 
off  its culture/ Therefore, even though cultural and fashion changes certain!}' did take 
placee in the Netherlands, they were not to the same extent as in other countries. 

Whilee unemployment levels remained substantial, the number of vacancies in-
creased.. If in 1983 there were approximately 9,500 vacancies {OECD 1989: 106), in 
19900 there were 115,400, and in 1996 68,-00 (OHCD 1998: 16-). This reflected the 
slowlyy decreasing rate of unemployment, but also the increasing mismatch between 
labourr demand and supply. The increase in undocumented labour in part can be seen 
ass related to this mismatch (see for instance Kloosterman et al. 199 ;̂ Zandvliet & 
Vann Cravesteijn-l.igthelm 1994). 

Afterr the early 1980s immigration started to increase again, and took new forms, 
withh an increasing share of immigration for reasons of marriage and political asylum 
(Saltt 1989). The total number of immigrants (by nationality) in the Netherlands in-

2066 creased from 282,400 in 197̂  to 537,600 in 1982, 642,000 in 1990 and 680,000 in 
1997.. The number of Turks and Moroccans over the same period increased from 
46,0000 and 2^,900 in 19—3, [91,000 and 148,000 in 1990 and 12-.000 and 139,000 in 
I99~~ (CBS). The decline over the 1990s has to do with a growing number of naturalisa-
tionss in the mid-1990s. Also, in times of increasing restrictions against immigration, 
undocumentedd immigration increased over the 1980s. 
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Thiss worsening of the economic situation after 1979, and the recovery over the 
1980ss were not evenly spread, neither geographically, nor socially. Economic growth 
inn Amsterdam between 1975 and 1983 was -0.2 percent, whereas between 1984 and 
19911 it amounted to 1.8 percent, both less than the Dutch average (Van der Vegt et 
al.. 1993: 25).4' In the 1980s, the growth in industrial production in Amsterdam re-
mainedd lower than that of the rest of the country. This led Van der Vegt et al. (1995: 
16)) to conclude that 'the process of de-industrialisation or the economic region Am-
sterdamm (...) is apparently structural and different from national developments' 
(translationn SR).44 However, because these authors do not take unregistered indus-
triall  production into account, the extent of the deindustrialisation process tends to 
bee overestimated.4' 

Unemploymentt in Amsterdam - as in the rest of the Netherlands - rose steeply in 
thee first three years of rhe 1980s. After that it gradually continued to rise over the 
1980s,, whereas levels in the country as a whole declined (Kloosterman 1994). It rose 
fromm 12 percent in 1981 to 20 percent in 1983, 24 percent in 1987 and 23 percent in 1990 
(Kloostermann 1994: 1327). It remained above 12 percent in the 1990s ' [Throughout 
thee years 1980-1992 labour markets in Amsterdam and Rotterdam have been buyers 
marketsmarkets (Kloosterman 1996: 471). As for labour demand, the number of low qualified 
jobss has declined in particular, although in the greater Amsterdam region at least 
100,0000 jobs at the bottom end of the labour market still existed in the mid-1990s 
(Vann der Vegt et al. 1995: 29). In fact, according to Kloosterman (1996: 473) the share 
off  low-paid work in total employment in Amsterdam46 rose by 7.8 percent between 
19800 and 1992, reaching 32.8 percent in 1992. The share of industry in employment de-
clinedd from 16 percent in 1980 to 14 percent in 1992 (Kloosterman 1996: 471). As to the 
labourr supply it is important to stress that in the second half of the 1980s the popula-
tionn of Amsterdam started to grow again, after decreasing in the 1970s. In the begin-
ningg of the 1990s the growth was 1 percent per year (Van der Vegt et al. 1995: 10), 
whichh was largely accounted for by the inflow of immigrants from other countries to 
thee Dutch capital (Kloosterman 1996). 

Yett the rise in unemployment was especially strong amongst immigrants. In the 
beginningg of the 1990s the unemployment rate of the non-Dutch' population' was 
aroundd 18 percent, against approximately 7 percent for the 'Dutch' population. For 
Turkss the rate was even around 36 percent (CBS). In combination, the concentration 
off  unemployment among migrants and in large cities like Amsterdam was even more 
devastating:: The unemployment rate of Turks in the four largest Dutch cities in 1994 
wass approximately 45 percent. Burgers (1996: 100) therefore rightly concludes that 
'[t]hee unemployed are heavily overrepresented in the big cities and, within these cities, 
especiallyy among ethnic minorities'. Also, many of these unemployed immigrants had 
relativelyy low levels of education, hampering their possibilities to find alternative em-
ploymentt and putting them firmly amongst the long-term unemployed (Burgers 207 
1996:: 102). These high unemployment rates among migrants constitute a fundamen-
taltal break with the past. Whereas the labour market participation rate of immigrants 
wass relatively high even during the 1970s, after that it started to drop dramatically. The 
participationn rate for Turks and Moroccans in Amsterdam decreased from respec-
tivelyy 81 percent and 72 percent in 1981, to 36 percent and 25 percent in 1992 (Van der 
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Vegee et al. 1995: 34). In 1990 a third of the unemployed in Amsterdam could be 
consideredd as belonging to immigrant groups (Kloosterman 1994: 1328). 

Somee have asked the question if these developments in Amsterdam point at a 
growingg polarisation in the city. Starting point for such research is the work of Saskia 
Sassenn (1991; 1994) on global cities. As discussed in the previous section, she points to 
globalisationn of productive economic activity at the same time as growing control over 
suchh activities in a limited number of global cities. In such cities, on the one hand, a 
processs of deindustrialisation takes place whilst, on the other hand, there is a growth 
inn the service sector (Kloosterman 1996), which leads to growing inequality between 
workers.. Industrial jobs are mostly in middle income brackets, whereas the service sec-
torr is more divided between high-paid service work in for instance banking and low-
paidd work in retailing and catering (Sassen 1991).̂  Special attention in this kind of re-
searchh is paid to the degree that this growing polarisation of Dutch society developed 
alongg "ethnic' lines. That is, if immigrants in Dutch society were the main victims of 
suchh growing polarisation. 

Hamnettt (1994), focusing on the Randstad" region, finds no evidence of polarisa-
tion.. He understands the absolute and relative increase in the number of jobs at the 
upperr end of the employment structure rather as a process of professionalisation. 
Kloostermann (1996) finds partial evidence for a growth in polarisation and an increase 
inn low-paid work in Amsterdam between 1980 and 1992, although high-paid employ-
mentt in Amsterdam over the period has slightly decreased and not increased in im-
portance.. He may even underestimate the phenomenon, since he does not include the 
developmentss in non-registered firms, like the contract-clothing industry, which could 
increasee the number of low-paid jobs even more.''0 Burgers (1996) criticises both 
Hamnettt and (implicitly ) Kloosterman for their focus on people holding jobs (and 
nott including the unemployed) in their analysis of polarisation. He points to the con-
centrationn of unemployment in the larger Dutch cities, which again was much strong-
err among migrants (for instance almost 27 percent amongst Turks in 1993). The con-
clusionn is that there is a growing polarisation, partly on ethnic lines, between highly 
educatedd indigenous Dutch holding jobs and people with low education levels, 
amongstt whom are many migrants, dependent on welfare, and especially undocu-
mentedd immigrants. I tend to agree with Soja (1993: 87) that in comparison to other 
largee cities Amsterdam 'too has been experiencing a process of social and economic 
polarizationn over the past two decades, and yet it has managed to keep the multiplying 
sourcess of friction under relatively successful social control'. Such is the contradiction 
off  the Dutch welfare state: It protects insiders (including legally residing immigrants) 
too the extent that processes of polarisation do occur to a limited extent only; but it ex-
cludess outsiders (undocumented immigrants), who find themselves in an extremely 
vulnerablee position. 

08 8 

Inn conclusion, the 1979 crisis hit the Netherlands especially hard in terms of the un-
employmentt rate which itself was concentrated in the larger Dutch cities and among 
immigrants.. The recovery during the 1980s was connected to restraints on wages. 
Comparedd to other EU countries, the Netherlands was transformed from a country of 
relativelyy high unemployment and high wages, to a country with lower wages and a 
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relativelyy low unemployment. Even so, the Netherlands remains a country with a rela-
tivelyy low degree of poverty with relatively small income differentials and a continuing 
sociall  security net. The creation of new jobs was to a considerable extent accounted for 
byy part-time, flexible jobs. Immigrants hardly benefited from the reduction in unem-
ploymentt rates, leading to a relative deterioration of their position, even during the 
economicc upturn at the 1980s and 1990s. However, these unemployed immigrants do 
benefitt from the prevailing social security net and so are relatively less marginalised 
thann in other countries. 

Conclusion Conclusion 

Inn table 5.3 1 summarise the main findings of this section. Central to this is the specific 
wayy the crisis of the early 1980s worked out for the Netherlands. It brought with it a 
worseningg of the position of labour along the lines described in section 5.2. But 
throughh the continuity of mechanisms of the welfare state the sharper edges of this 
deteriorationn were blunted. 

TABLEE 5.3 Contrasts between Fordism and post-Fordism in the Netherlands 

fordismfordism post-Fordism 

thethe production process 

smalll industrial base, only developed after the Se- service based economy, industrial decline, 
condd World War strength retailers 

wagee restraint after the war, tripartite wage restraint, tripartite agreement 
agreement,, thereafter wage increase 

fulll employment unemployment, especially immigrants, 
economicc recovery after 1984, continuing migrant 

unemployment t 

recruitmentt of immigrant labour new forms of immigration 
undocumentedd immigration 

depolarisation,, income levelling limited polarisation 

state state 

socialisationn of welfare, welfare state privatisation of collective needs and social security, 

continuityy of welfare state 

openn to immigrant labour recruitment restrictive immigration policy 

consumptionconsumption and culture 

masss consumption individualised consumption 

middlee classisation moderate growth in yuppie culture 
space space 

national,, early international orientation global, Amsterdam as global city 
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II  he above analysis leads mc to make five observations, firstly, given the lack of a 
strongg industrial tradition and late industrialisation, together with an open trade and 
servicee orientation of the Dutch economy, it is not surprising that Dutch retailers plav 
suchh a strong role. In the clothing sector in the Netherlands large concentrated retail-
erss interact with smaller and weaker clothing producing firms. In fact, high wages 
havee stimulated these producing firms to focus on the service elements of the clothing 
tradee (design, marketing) and to relocate labour-intensive activities. 

Second,, the 1980s and 1990s did lead to a significant reduction in wages as com-
paredd to other \.v countries, allowing for an improved competitiveness of Dutch pro-
ducers.. 1 his was the result of tripartite agreements between employers unions and the 
government.. It would however, be exaggerated to assume that this improved competi-
tivenesss strongly induced a revival of the Dutch labour-intensive clothing industry. In 
comparativee terms, Dutch wages are still substantial!}' above international competi-
torss in Asia, hastern Huropeand the Mediterranean (Scheffer 1992: 63). Understand-
ingg re-runaway from the perspective of lower wages is therefore of limited value. 

II  hird, the preceding analysis has shown how migrants have been dispropor-
tionallyy the hardest hit by the crisis since 1979, and have only profited to a limited ex-
tentt from the increases in employment in the second half of the 1980s onwards. This 
seemss to support the argument some authors (see tor instance Waldinger et al. 1990) 
makee to explain the entrepreneurship of migrants. In this reasoning, it is the worsen-
ingg economic conditions and the lack of stable career employment that make immi-
grantss 'more likely to strike out on their own and to experience less aversion to the 
substantiall  risk' that entrepreneurship entails (Waldinger et al. 1990: 32). But to what 
extentt can the emergence of migrant-run contract-clothing firms be seen to fit this 
pattern?? Indeed there is evidence that the new entrepreneurs were laid off from work 
duringg the early 1980s' recession and started clothing firms as a new employment 
strategyy (Raes et al. forthcoming). However, in the Dutch case it is questionable it the 
settingg up of such firms is a matter of survival. The continuation of Dutch welfare 
protectionn meant that the unemployed migrant workers were still supported by social 
securityy nets. Some entrepreneurs in fact kept their social security benefits while set-
tingg up their own businesses. 

II  his support from social security did not exist, however, for another category of 
entrepreneurss and workers: Undocumented immigrants. Undocumented immigrants, 
mainlyy from Turkey, had in growing numbers entered the Netherlands during the 
secondd half of the 1980s to work in the contract-clothing firms in Amsterdam. Many 
off  them also set up their own businesses (Raes et al. forthcoming). For such new entre-
preneurs,, the connection between entrepreneurship and the lack of alternatives was 
moree prominent than for the legally residing migrants in the Netherlands. A tighter 
immigrationn policy, taking awav possibilities for legal immigration into the Nether-

100 lands, from this perspective can be seen to have the effect of creating a new group of 

workerss and entrepreneurs at the fringes of the formal economy. 
fourth,, less than in other countries the changes since 1980 have led to growing 

incomee disparities in the Netherlands. As a consequence, the development of a new 
yuppiee social stratum, with its more fashion-oriented consumption pattern, in the 
Netherlandss rtWtake place but again to a lesser extent than m other countries. De-
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creasingg real wages resulting from economic adjustment on the other hand did lead 
too a stagnation of demand for clothing. 

Finally,, even during the economic downturn of the 1980s and early 1990s the 
Netherlandss maintained its open and non-interventionist outlook in trade and indus-
try.. It contributed to giving Amsterdam - or the Randstad - the look of a global city, 
withoutt many of the polarisation processes taking place. Tightened immigration pol-
icyy clearly constitutes an exception to this. However, since the tighter policy has made 
undocumentedd immigration almost the only option to work in the Netherlands, and 
att the same time the execution of the immigration policy did not succeed in fully stop-
pingg undocumented immigration, the policy can also be seen as contributing to the 
creationn of a pool of undocumented workers. 

5.44 Turke y in the global economy 

'' We ought to recognize at the outset that liberalization and privatization are 
nownow global phenomena. Hence, the Turkish experiment is not unique. Several 

countriescountries have been undergoing similar types of transformation as part of a more 
generalgeneral process in the restructuring of the world economy during the 1980s. The 
interestinginteresting puzzle is that essentially identical programmes of liberalization and 
privatizationprivatization elicited highly dissimilar responses in different national settings' 

(Öniss 1991: 27) 

Inn the preceding two chapters I indicated how certain segments of clothing supply to 
thee Dutch market over the 1980s shifted to low-wage countries closer to the Dutch 
consumer.. This chapter showed how underlying developments in the way global pro-
ductionn became organised structured this process of approximation, and how this 
tookk a specific form in the Netherlands. In this section I want to analyse why Turkey 
becamee one of the main new producing countries for the Dutch clothing market, and 
whyy Turkish migrants arose as entrepreneurs and workers in the Amsterdam contract-
clothingg industry.11 

Overr the last twenty years the Turkish political economy has experienced perhaps 
thethe profoundest change since the establishment of the Turkish republic in 1923. This 
changee encompasses a process of restructuring towards a more open, export-oriented 
economy,, that is in line with, and under the influence of, many of the global develop-
mentss discussed in section 5.2. The success of Turkey as an exporter of clothing can 
onlyy be understood in the context of this restructuring process. An analysis of this pro-
cesss must be rooted in the history of Turkish industrialisation and development. 

Ataturk'sAtaturk's etatism 

Evenn though the Turkish mainland under the Ottoman empire already harboured 
severall  important centres of artisan production of manufacturing (for instance in Is-
tanbul,, Bursa and Izmir) and the second half of the ig1,1 century- even witnessed some 
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attemptss at larger scale industrialisation in, tor instance, textiles by the state {uni-
forms)) and the private sector (Hale 1981: 37; see Issawi 1980 for an overview of this), 
thee beginning of the modern industrialisation of Turkey only took place after 1923." 
Outt of the ruins of the Ottoman empire after the First World War, Mustafa Kemal 
(Ataturk)) embarked on a strategy to rebuild the Turkish state politically and econom-
ically.. Although during the 1920s economic policies emphasised the role of the private 
sectorr in industrialisation and saw the state only as a handmaiden to this, from the 
1930ss onwards the state took an increasingly important role in planning the economy. 
Thiss policy was continued after Ataturks death in 1938 until about 1950." 

Thee reasons for this strong role of the state were, according to Hershlag (1988: 4), 
'thee inadequacy of private entrepreneurship, the world depression and the crisis of the 
capitalistt system, the impact of the Soviet five-year plans, as well as certain theoretical-
ideologicall  concepts favouring public entrepreneurship and nationalist strategies1. 
Certainly,, the relatively modest achievements of private industry during this period 
madee a more pro-active role of the state desirable in speeding-up industrialisation. 
Withh its first five-year plan (from 1934 to 1938, partly financed by a Soviet loan) there-
fore,, a number of State Fxonomic Enterprises (SEES) were established, including two 
largee textile mills in Kayseri and Malatya (Hale 1981: 56). These SEES operated in most 
sectorss of the economy, and provided a boost for industrial investment. Especially in 
intermediaryy industrial sectors, they were expected to stimulate downstream indus-
trialisationn through low output prices of their product. This made the SEES in many 
casess non-profitable and dependent on financial support by the state. For instance, 
theyy were granted almost interest-free credit by the Central Bank. Two important 
(public)) banks, the Business bank established in 1924, and the Bank for Industry and 
Miningg established in 1925, became the financiers of the industrialisation process. The 
latterr bank became the owner of a number of old Ottoman textile mills (Hale 1981: 
42).. In 1933 it was transformed into the Sümerbank, which still is the largest public 
sectorr conglomerate in textiles and clothing. 'By 1939 its holdings accounted for 100 
percentt of production in artificial silk, paper, cardboard, iron, and superphosphates; 
900 percent of shoes; 80 percent of steel and lubricants; 70 percent of coke; 62 percent 
off  leather; 60 percent of wool, and 55 percent of cement' (Richards & Waterbury 
1990:: 191). A further step in economic policy was the imposition of custom duties on 
importss to protect the internal market, after the restrictions on this in the treaty of 
Lausannee had expired in 1929. Together with exchange rate policy, these duties stimu-
latedd a more inward-looking stance of Turkish industry. As such, Turkey was one of 
thee first states to adopt an import-substituting industrialisation strategy (isi) in the 
Middlee Fast and even among all developing countries (see for instance Richards & 
Waterburyy 1990). Textiles was a logical candidate for this, since through ISI Turkey as 
aa large cotton producer and exporter could increase the value added from its raw ma-

2122 terial, and reduce the import bill for textile products. Although some of these textile 
firmss extended their activities to clothing production as well, clothing in this period 
remainedd the realm ot atelier like small-scale workplaces. Both textiles and clothing 
thuss developed a firmly inward-looking stance. 

Itt was therefore the state that brought Fordist large-scale industry to Turkey, and 
thee state budget that provided investment for industrialisation. This would become 



TheThe case of the clothing industry in the Netherlands and Turkey 

thee anathema or iater economic development. Result ol" the strategy was that the share 
off  industry in the GNP increased from 14 percent in 1929 to 19 percent in 1939 
(Hershlagg 1988: 15). More than half of industrial production was performed by the 
state.. Even so 'traditional handicraft in small, unmechanized workshops' (Hale 1981: 
59)) still provided the bulk of employment in Turkish manufacturing. Whereas private 
investmentt was concentrated mainly in Istanbul and Izmir, the SEES were more widely-
spreadd over the country (Smit & Van Velzen 1982: 69). 

RelaxationRelaxation of state control 

Afterr the introduction of a multipart}' system in 1946 the Kemalist party lost power to 
thee Democratic Party, which tried to reduce the etatism in the economy, and paid more 
attentionn to agriculture and the private sector. It is in the 1950s that many of the large 
privatee industries that exist today were set up (Ziircher 1993: 240). In practice however 
nott so much of the state-owned industry went into private hands (Hale 1981: 89): If the 
statee accounted for 58 percent of value added in manufacturing in 1950, in 1958 this had 
onlyy diminished to 45 percent (Hale 1981: 91). It was only in textiles that the growth of 
privatee manufacture value added surpassed that of the public sector (Hershlag 1988:18). 
Bothh public- and private-sector textile production grew rapidly over the 1950s, leading 
too a share of 77 percent of output for the private sector in 1961 (Hale 1981: 93). Barkey 
(1990:: 49) underlines how the existing private textile mills profited from the public-
sectorr interference in textiles: On the one hand profit margins for the more productive 
privatee textile mills were higher, since SEE prices were taken as the market price. On the 
otherr hand, the private mills also benefited from import protection. 

Thee situation in the clothing sector is harder to assess. Smit and Van Velzen 
(1982:: 71) show on the basis of U N I D O data that the share of SEES in total clothing 
productionn decreased from a staggering 95 percent in 1950 to 75 percent in 1963 and 
588 percent in 1967. However, this strongly underestimates the role of the private sector 
inn clothing production, as most of this took place in small-scale workplaces not in-
cludedd in statistics. The conclusion therefore should be that at the beginning of the 
1950ss almost all large-scale clothing production took place in the public sector, even 
thoughh the bulk of Turkish clothing production was still performed by small-scale 
privatee firms or within individual households. During the 1950s and 1960s an in-
creasingg number of larger private clothing firms developed next to the SEES, leading 
too a share of private-sector production in clothing of 83 percent by 1973 (Smit & Van 
Velzenn 1982: 71). 

However,, especially in the second half of the 1950s state interference again in-
creasedd to counter inflation and balance of payments problems. But the failure of this, 
reflectedd in decreasing exports, a worsening current account and increasing debt, 213 
forcedd the government to introduce a stabilisation ptogram in 1958. This included a de 
factofacto devaluation through changes in export premiums and import taxes, a liberalisa-
tionn of import and export procedures, an increase in SEE prices and a reduced control 
onn these, and ceilings set on credits from the Central Bank, commercial banks and 
governmentt expenditure and lending (Önis & Riedel 1993: 17). The reforms contrib-
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utedd to a reduction in inflation and a rescheduling or outstanding debt. However, 
thevv did not solve the economic crisis at the end or the 1950s, and were met with large 
protestss and opposition, which in their turn were met with a more authoritarian re-
sponsee from the government (Ziircher 1993: 239-243). 

RenewedRenewed etatism 

Inn rhis turmoil the military intervened in i960 and removed the Democratic Party 
fromm power, introducing a new period of economic planning. ' For this purpose a 
Statee Planning Office was created. Even though after 1965 more room was allowed for 
thee private sector, import-substituting industrialisation remained dominant: High 
protectionn against imports, an overvalued exchange rare of the Turkish Lira, restric-
tionss on the use of foreign currency, and a buoyant internal market through high guar-
anteee prices to farmers and low real interest rates (Zurcher 1993: 279; see Barkey (1990) 
forr an overview of ISI in Turkey). The 1970 adjustment programme did not funda-
mentallyy alter this situation, SEES continued to play a crucial role in Turkish industry. 
Mostt of the emphasis in the post-1965 import substitution drive was in the area of 
moree capital-intensive industries of durable consumer goods and machinery, f he cap-
itall  intensity of industry was also reflected in a rising import bill , since machinery for 
thesee new industries in many cases had to be imported. This increased Turkeys vul-
nerabilityy to external shocks, SEES in intermediate industries, selling their output at 
relativelyy low prices, were used to boost industrialisation in the private sector. 

Thiss policy was highly successful: Between 1963 and 1976 the Turkish GNP on 
averagee grew by 6.9 percenr annually (Hale 1981: 132). Between 1963 and 1977 the an-
nuall  growth of industrial production was more than 9 percent (Hale 1981: 147). Pro-
ductionn of textile production, however, grew less than average: Cotton textile produc-
tionn only increased by 5.9 percent and wool textiles by 6.3 percent (Hale 1981: 193). 
Alsoo productivity growth in textiles and clothing (6.6 percent per annum between 
19655 and 1976, and -2.3 percent between 1976 and 1981) was lower than the average for 
industryy (OECD 1992: 93; Uygur 1993: 42-43). As a result of this development, the 
sharee of textiles and leather in total manufacturing value added decreased from 25 per-
centt in i960 to 17 percent in 1980 (Esmer 1991: 123). Growth in clothing production 
remainss obscured from statistics since it was either performed by large, vertically inte-
gratedd textile factories (and thus included in the textiles figures), or in small work-
placess which were not included in statistics. Even so textiles and clothing together 
constitutedd one of the industries where by 1978 domestic production managed to sat-
isfyy domestic demand. Connected to this, the share of textiles and clothing in Turkish 
exportss was steadily rising, from a meagre 0.8 percent in i960 to 4.4 percent in 1970 

2144 and 11.6 percent in 1978 (Hale 1981: 233). The output of the industry was, however, 
stilll  mostly for the internal market, and not (as happened in some East Asian coun-
tries)) meant for exports. 

Thesee processes of industrialisation and modernisation fundamentally altered the 
positionn of labour in the Turkish economy, from being predominantly agricultural, 
Turkishh employment became more industrial in nature. On the one hand the state-
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engineeredd isi strengthened die [K;MIIUI I ul laboui. Wnhin die corporator structure 
orr the Turkish republic/' the state-sponsored single large union (Turk-Is, established 
inn 1952) managed to achieve a non-negligible improvement in wages (Ci/re Sakal-
liogluu 1991: 58; see Smit (1982) for a discussion on the role or trade unions in Turkey). 
Reall  wages, tor instance, rose by 50 percent over the 1960s and ^ o s (Ziircher 1993: 
286).. In the si- KS especially wages were raised annually, making them wage leaders for 
thee economy. Also social security provisions were introduced, such as a ban on child 
labourr and a maximum working week of 48 hours. However, Ziircher (1993: 287) is 
rightt to underline that this improvement in living conditions and the organisation of 
labourr did not touch all Turkish workers. Only 70 percent of industrial workers had 
accesss to any kind of social security at all. Because much of the textile and especially 
thee clothing production remained outside the SKES, wage increases in these sectors 
weree lower, hven so, the fact that the position of wage earners improved cannot be 
denied.. Hale (1981: 217) is right to conclude that since the new constitution of 1961 
'unionss have become a major force in the country's economic life\ This, however, 
wentt with the incorporation of Tiirk-L s in the state, reducing its independence, and 
moderatingg its economic and political demands, and - compared to the late 1970s -
relativelyy pacifying labour during the 1960s. When new more radical unions (for 
instancee DISK in 1967) split from Turk-Is at the end of the 1960s, labour became a 
moree autonomous force in the Turkish republic, and labour conflicts strongly in-
creasedd (see Cizre Sakallioglu 1991). 

Onn the other hand, through these same processes, ISI also eventually provided the 
largee numbers of impoverished workers that would become the labour force for the 
exportt drive in the 1980s and 1990s. The lack of employment possibilities in agricul-
ture,, combined with the concentration of the new industries in Istanbul especially, 
butt partly also in Izmir and Adana, led to large internal migration from the country-
sidee to the cities. Newcomers in the cities often settled in so-called qecekondus, slums 

o o 

aroundd the large cities. Not all of them found jobs in the state-led industries, forcing 
manyy of them to survive in the informal sector as street vendors etc. (see Ziircher 
1993:: 237). Disappointing experiences with internal migration also contributed to a 
risee in emigration.'' In 1962 there were 1 },ooo Turkish workers in Germain', in 1970 
480,0000 and in 19-4 800,000. At the end of the i9_os there were over 2.s million 
Turkss living in Western Europe (Ziircher 1993: 284). The end of recruitment of mi-
grantt labour by Western European countries in the mid 1970s partly took this outlet 
forr Turkish labour market tension away. The number of Turks in the Netherlands in-
creasedd from 100 in i960 to 23,600 in 1970, 62,600 in 1975 and 119,600 in 1980 (CBS). 
Upp to 1980, immigration of Turks in the Netherlands kept rising due to family re-
unions.. In the first halt of the 1980s immigration strongly decreased, only to rise again 
fromm the second half of the 1980s onwards, mostly due to the arrival of unmarried 
11 urkish men (Muus 1993: 87}. 

Withh the emigration of Turkish workers to Western Europe a financial flow to 
II  urkey developed, in the form of remittances from labour migration. Remittances 
reachedd the level of r ss 1,462 million in 1974, and, according to Hale (1981: 132-133), 
'emigrantt remittances had a dramatically beneficial effect on the balance of payments1. 
Inn tact it is no exaggeration to state that it was the inflow of remittances, together with 

file:///etherhuids
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thee substantial flow of foreign aid which Turkey, as a strategically important NATO 
allv,, received from western governments/ that enabled Turkey to finance its ISI pro-
grammee (Uvgur 1993: 40). It therefore comes as no surprise that a reduction in these 
capitall  inflows would undermine the financing of ISI. 

Thesee developments led to a number of structural problems that went with the ISI 
policvv which during the 1970s became more and more urgent. 
11 First, for the SEES, the obligation to sell their output at fixed (low) prices, their 
relativelyy low productivity and their role as an instrument of social - in terms of em-
ploymentt - as well as industrial policy, made many SEES not profitable, SEES were 
wagee leaders in the Turkish economy (OECD 1995: 37). Many of them could only sur-
vivee through their soft budget restraints and transfers from the state. When the state 
noo longer had the means to continue this support, the position of the SEES became 
moree and more problematic. Moreover, protection of SEES in intermediate industries 
inn some cases may have hampered downstream industrialisation, through the obliga-
tionn for these downstream industries to obtain their inputs from the qualitatively poor 
SEES.. This applies to the supply of SEES in textiles to the clothing industry." 
22 Second, a new phase of is 1 was directed to more capital-intensive industrialisation, 
whichh required substantial imports of capital goods. Since exports were discouraged 
byy high import tariffs and low real interest rates favouring the domestic market, these 
importss were paid for by the inflow of workers remittances and by foreign aid. When 
thesee inflows dried up during the 1970s - remittances strongly decreased at the end of 
thee 1970s to around uss 980 million in 1977 and 1978 (Hale 1981: 133), and foreign aid 
stagnatedd due to the economic crisis in the donor countries - and at the same time, 
importss became more expensive through rises in oil prices, it was only through loans 
thatt Turkey could finance its current account gap. Total debt as a result increased 
fromm us$ 3,262 million in 1973 to us$ 13,604 million in 1979 (Onis & Riedel 1993: 36). 
Whenn repayment of this increasing debt became problematic, Turkey entered a seri-
ouss economic crisis. Rescheduling debt by international financial institutions was 
madee conditional upon reforming the Turkish economy. 
jj  Third, the political situation in Turkey during the 1970s became more and more 
unstable.. This was partly the result of growing labour unrest.'"1 Unemployment levels 
hadd been rising to approximately 20 percent in 1978, which was partly due to the rela-
tivee strength of trade unions and a shortage of skilled workers that had pushed the 
totall  wage level up. Entrepreneurs as a result were discouraged to use more labour in-
steadd of capital (Hale 1981, 216). Until 1977, real wages had continued rising, at a rate 
higherr than real GXP (Önis & Riedel 1993: 38). Between 1977 and 1980 they were 
almostt halved, leading to increasing labour unrest (Smit & Van Velzen 1982: 104). 
Tradee unions were split into competing unions associated with different political 

2166 groupings, contributing to the rising tide of strikes and lockouts in the late 1970s 
(Zürcherr 1993: 286). Political unrest was also reflected in frequent changes of relatively 
weakk coalition governments that were incapable of overcoming the economic and 
politicall  crisis. With negative rates of economic growth in 1979 and 1980, and an infla-
tionn rate of more than 100 percent (Hershlag 1988: 38-39), the economic situation was 
farr from favourable. Van Maanen (1988: 10) pictures the crisis in a more down-to-
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earthh wav: '[h J eating oil was not available in sufficient quantities during the unusuaHy 
coldd winter of 1979/1980 leaving oil-heated homes and offices cold, power cuts were 
upp to 6 hours, factories closed for lack of spare machine parts, and there was no coffee/ 
44 Fourth, from within the elite in the public and private sector as well support for con-
tinuedd isi declined. Managers in the public sector yearned for more room for private-
sectorr activities, of which they themselves could profit by being key figures in the 
bureaucracyy and the private sector (see for instance Richards & Waterbury 1990: 224). 
Ass a result state-led industrialisation became hollowed out from within. At the same 
timee the existing modern private sector that dated from the 1950s, as represented for in-
stancee by the business organisation TÜSIAD, also opted for more room for private sec-
torr activity (Arat 1991; see also Bugra (1998) for a comparison of TÜSIAD with the other 
businesss organisation, MÜSIAD) . However many firms in the private sector also prof-
itedited'from'from their access to the public sector (through monopolies, low input prices etc.)/"' 
Ass Richards and Waterbury (1990: 225) point out, the private sector 'can have the best 
off  two worlds through an inefficient public sector that continues to feed business to the 
privatee sector and that by comparison makes private enterprise performance look 
good'/""  Barkey (1990) actually analyses the problems of ISI in Turkey as a result of grow-
ingg divisions within the private sector as to the capturing of renf'2 derived from the 
publicc sector/" The stimulus for reform therefore came from social groups with a 
ratherr ambivalent attitude towards the reduction of state control: On the one hand the 
publicc and private elites were interested in increasing their room of manoeuvre in pri-
vatee undertakings; on the other hand, both these groups benefited from aspects of state 
intervention,, the former through their positions in the state bureaucracy, and the latter 
throughh their indirectly being subsidised through SEES. It comes as no surprise perhaps 
thatt the way reforms were implemented reflects this ambivalence. 

Thesee developments together are the background to the crisis in the Turkish economy 
inn the late 1970s'4 and the reforms and transformations of 1980. 

Crisis Crisis 

Inn January 1980, under the new government headed by Demirel and with Ozal in 
chargee of the economy, an agreement was reached on a reform package demanded by 
internationall  credit institutions in 1979 as a condition for the release of us$ 1.8 billion 
off  new credits to solve the crisis (Ziircher 1993: 281). The agreement encompassed a 
devaluationn of the Turkish Lira, an increase in prices of the SEES products, a reduction 
off  subsidies, an increase in interest rates, the suppression of many controls, and greater 
encouragementt of the private sector and exports (Hershlag 1988: 41). These reforms, 
however,, met with widespread resistance, especially by the radical union DISK, which 
ledd to numerous strikes and occupations of factories. An indicator of this resistance is 
thee number of working days lost to strikes tripling in 1980 compared to 1979 (Van 
Maanenn 1988: 19). 

Againstt this background, the growing isolation of Turkey after its intervention in 
Cypruss in 1974 and the perceived threat of the Islamic revolution in Iran for the secu-
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larr basis of the Kemalist state, the arm}' again decided to intervene in Turkish politics. 
Evenn though, as Hershlag (1988: 41) points out, the economic crisis as such was not the 
mainn reason for the army to take over, after their coup on the 12" of September 1980, 
theyy did of course have to deal with it. The coup led to the dissolving of parliament 
andd the arrest of the leaders of all political parties. All political parties were suspended, 
andd so were radical trade unions outside of the main union Turk-Is, with its close links 
too the state apparatus. Strikes were totally prohibited (Ci/re Sakallioglu 1991: 61). 
Strictt censorship was imposed on the media. The number of arrested people in the 
yearr following the coup was more than 120,000 (Zürcher 1993: 294). The role of the 
Nationall  Security Council, whose membership was now restricted to the military 
headedd by General Evren, was strengthened as the main political institution. Even af-
terr the adoption of a new constitution in 1982, which allowed for new political parties 
andd elections in 1983, the army kept strict control over the polity, with general Evren 
ass a president. Even so, the elections of November 1983 did not bring victory for the 
militaryy backed Party of Nationalist Democracy but for the Motherland Party led by 
Turgutt Ozal, who had been appointed deputy prime minister after the coup. 

Reforms Reforms 

Itt was under the leadership of Ozal, who after his previous professional experience at 
thee World Bank in Washington had become a disciple of the structural adjustment 
philosophyy adhered to by international financial institutions, that economic reforms 
weree further implemented. 'Ehis time it was under conditions of strict control of pro-
testt by the military. They were given new impetus after the 1983 elections, at the end of 
thee 1980s after the 1987/1988 recession, and after the severe recession in 1994." 

'II  he 1980 reforms had four main objectives (Önis &: Riedel 1993: 39): 

-- to improve the balance of payments and raise international competitiveness; 
-- to contain inflation; 
-- to raise the efficiency of SEES; 
-- to shift the economy's centre of gravity from the public to the private sector, by 

givingg greater freedom to the market in determining resource allocation. 

Inn return, Turkey received balance of payments assistance of uss 5.1 billion between 
19800 and 1̂ 85 from the IMP, the World Bank, the Saudi Arabian Monetary Agency 
andd the OECD (Van Maanen 1988: 21).M~~ 

Too achieve these objectives a number of measures were taken. 

DEVALUATIO N N 

218 8 

Thee I urkish Lira was devalued by 33 percent in 1980, and the multiple exchange rate 
systemm was largely abolished. A system of managed floating of the exchange rate was 
introducedd (OECD 1990: 88), which led to substantial further depreciation of the Lira 
(Richardss & Waterbury 1990: 248). Erom 1985 onwards, commercial banks were al-
lowedd to determine their own rates within the official rate (Uvgur 1993: 10J. Also 
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underr the system of managed float further through the 1980s the Lira was depreciated 
vis-a-visvis-a-vis other currencies, although at the end of the 1980s, due to the use of the ex-
changee rate to combat inflation, the Lira appreciated in real terms. In the 1993 crisis of 
thee Lira, the currency lost 70 percent against the dollar (OECD 1995: 55). After new re-
formss in 1994 the exchange rate depreciated again by 20 percent against the dollar. 
Devaluationn provided a strong incentive to exports. 

EXPORTT PROMOTION 

Apartt from exchange rate policy, export promotion took place through two other 
instrumentss (Togan 1996: 22; see also Aktan 1996): Credit policy and fiscal policy. 
Duringg the first half of the 1980s export credits were offered by the government at 
considerablyy lower rates than market costs. Fiscal incentives to exporters encompassed 
aa whole range of measures, ranging from cash grants and other subsidies, to exemp-
tionn from taxes. Total effective subsidy rates for the clothing sector were more than 
doublee the average for exports as a whole, even though they declined over the 1980s 
(Togann 1996: 24)/' 

Ass indicated by Önis (1991) and Ilki n (1991), the way the Turkish government 
triedd to stimulate exports since 1980 was in line with the Japanese approach of the 
Sogoo Shosha. In order to avoid that competition between many small exporters would 
leadd to a decrease in export prices, to reduce risk, enhance specialisation in exporting, 
andd to increase financial capacities of exporters, the Turkish government started sup-
portingg Foreign Trade Capital Companies (FTCCS). Requirements to achieve the sta-
tuss of a FTCC were linked to size (paid capital should be at least TL 50 million, annual 
exportss at least uss 15 million, of which half should be industrial or mining) and kind 
off  firm (the FTCC should not be a manufacturing firm as such) (Ilki n 1991: 91). Their 
numberr rose from 28 in 1984 to 38 in 1988. Many of these maintained strong links with 
largee holding companies in the Turkish public sector (Onis 1991: 31). Three of them 
weree linked to textile manufacturing groups. Giyim Sanayicileri Dis Tic. for instance 
iss an export organisation in clothing with more than 100 partners, which most large-
andd medium-sized companies use for their exports (Pincheson 1994: 131). 

Thee government tried to boost exports through these FTCCS by different kinds of 
facilities,, implemented in 1980, 1983 and 1984 (Ilki n 1991: 93-94): 
-- exporters were provided with one-year loans at low interest rates from the Export 

Incentivee Fund. These amounted to 90 per cent of the value of industrial-mining 
exportss guaranteed by the firms; 

-- whether or not they themselves were engaged in manufacturing, exporters were 
givenn priority in the procurement of imported inputs (raw materials, intermediate 
manufacturess and packaging material) related to the products they exported; 

-- exporters were provided with seven-year term investment and three-year term 219 
managementt to assist in expanding exports (packaging, storing, transportation, 

andd the like); 
-- tax refund were given to exports exceeding uss 30 million; 
-- the exclusive right to import from countries whose foreign trade was controlled by 

thee stated 
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-- facilities to obtain foreign loans; 
-- the right to keep a part of foreign currency earnings abroad to meet import 

requirements; ; 
-- lowering of the import deposit requirements. 

Afterr 1984 many of these incentives decreased in importance {Aktan 1996: 191), to the 
benefitt of aid to industrial investment (OECD 1991: 94). I he subsidies in nominal 
termss decreased over the 1980s from 32 percent in 1983 to 13 percent in 1990 of the fob 
exportt price. This was due to Turkey adhering to the GATT subsidy code in 1985, the 
governmentss attempt to reduce its budget deficit, and also the abuse of incentives 
throughh fake exporrs. Even though at the end of the 1980s new incentives for the 
FTCCSS were proposed, a new reduction in 1989 according to Jlkin lead to the 'total col-
lapsee of the FTCC systenf (Ilki n 1991: 98). Aktan concludes that '[tjhe loss of momen-
tumm in this policy in the second half of the 1980s may, at least in part, be responsible 
forr the slowing down of the growth of Turkish exports' (1996: 197). After 1987 incen-
tivess for exports were provided through preferential credits of the Eximbank. In 1996 
thee Eximbank provided export credits worth us$ 3.1 billion, for 23 percent of Turkish 
exportss (htrp://www.eximbank.gov.tr). 

Anotherr means through which the Turkish government tried to boost exports was 
throughh the free Zones Law 3218, which installed Free Zones in the economy. Since 
thenn 13 Free Zones have been established. Activities in these zones are exempted from 
differentt kind of taxes, capital movements in and out of the zones is free, and labour 
legislationn does not apply (see http://www.foreigntrade.gov.tr/sB/Freezone.htm). 
Thee largest Free Zone in Mersin, considerably contributed to Turkish clothing exports. 

IMPORTT LIBERALISATIO N 

Nextt to exports, the import regime was also liberalised, especially after 1983. Restric-
tionss on imports had grown over the 1960s and 1970s in the framework of the import-
substitutingg policy. In nominal terms, tariffs were reduced from 38.8 percent to 2.3 
percentt in the beginning of 1984 (Greenaway & Sapsford 1996: 53). However, on aver-
age,, effective protection rates (EPRS) for all imports were reduced from 71 percent in 
19833 to 38 percent in 1991. Interestingly enough effective protection for clothing im-
portss were among the highest in all imports. In nominal terms, import duties for cot-
tonn T-shirts, for instance, decreased from 151 percent in 1980 to 61 percent in 1991, 
whichh is still a relatively large percentage (Aktan 1996: 181). Effective rates for clothing 
evenn increased over the 1980s, from 234 percent in 1983 to a shocking 25,428 percent in 
1988,, only to decrease again to 6,106 percent in 1991 (Togan 1996: 16-17). From this 
11 ogan concludes that ' I urkeys recent success in expanding its exports has been 

2200 achieved under protection' (1996: 19). KPRS for textiles were however reduced over the 
1980s,, enabling imports of cheaper inputs by the clothing manufacturers. 

http://www.eximbank.gov.tr
http://www.foreigntrade.gov.tr/sB/Freezone.htm
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RISKK IN I NTH R HST RATH 

Inn order to slow down domestic demand and reduce inflation, interest rates were 
increased,, especially after 1983, Since inflation rates remained high, the high interest 
ratess probably 'did more to discourage investment than to encourage private saving 
(Öniss & Riedel 1993: 44). Not only did investment rates over the 1980s not increase 
enormously,, but growth was also located in the public as much as in the private sector. 
Ass Richards and Waterbury (1990: 250) say, 'the high real interest rates or the stabiliza-
tionn program have strangled private investment . 

FINANCIA LL LIBERALISATIO N 

Ass part of the reforms, financial transactions were liberalised. Commercial banks got 
moree freedom of operation and foreign banks were encouraged to open branches. By 
thee end of 1990, 22 foreign banks were active in Turkey (Uygur 1993: 12). In 1986, the 
Istanbull  Stock Exchange was opened. Regulations concerning profits and capital 
transfers,, and reinvestment of funds in Turkey by foreign citizens were eased. Further 
liberalisationn took place in 1988 when foreign investors were admitted to the Turkish 
capitall  market (OECD 1990: 92). 

DETERIORATIONN OF POSITION OF LABOUR 

'Thee Turkish case of structural adjustment shows a general deterioration of labour 
standardss for all workers in the 1980s' (Cagatay & Berik 1991: 162). First of all, the 1980 
coupp had eliminated labour as a factor of importance form the political arena. Radical 
unionss were abolished, strikes were forbidden, protest in general was made impos-
sible.. 'The policy of de-unionisation also included attempts to recruit new workers for 
SEESS on contracts that forbade their membership of unions (Ci/.re Sakallioglu 1991: 
62).. Hven if during the 1980s, some of these restrictions were formally abolished or 
softened,, in practice a system of strict labour control was maintained. For instance, 
workers'' rights were reintroduced in 1982 in the new constitution, but in practice had 
littl ee influence. Starting in 1984 the ban on strikes was lifted, under certain strict con-
ditions.. With labour put on a leash, devaluations and continuing inflation led to a 
strongg decline in real wages, whilst the rationalisation of SEES led to a rise in unem-
ployment.. In the Free Zones, legislation on working standards did not apply, leading 
too longer working hours and lower wages in the zones. 

RESTRUCTURINGG OF SEES AND PRIVATISATION 

"Thee main goal of the SEE restructuring was 'to reduce their sizeable financial losses 
inducedd by years of over-staffing and bad management1 (OECD 1990: 96). Prices of 
SEEE output were revised, and its commercial independence was extended. In 1986 a 
largee privatisation plan was introduced, although with littl e success. It did lead to the 
creationn of the Public Participation Administration (PEA), which in 1992 was replaced 
byy TÖYÖK, the new privatisation organisation. Although the size of the public sector 
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inn 1 urkey is nor much larger than that of for instance France or Italy, in Turkev the 
publicc sector is more active in manufacturing. This participation in manufacturing 
declinedd in the second half of the 1980s (OKCD 1992: 91). The public sector has a 
strongg role in intermediate goods industries, although it is also important in consumer 
goods.. Textiles is one of the few sectors where public and private firms exist side bv 
sidee and are therefore in direct competition with each other. As a result of the 1980s re-
forms,, SEES in textiles increased their prices by 100 percent (OKCD 1980: 33). In 1994 a 
neww stabilisation programme provided for a privatisation package of uss 3 billion for 
1994.. 1 he process remains, however, cumbersome. 

RELATIONSS WIT H THE El.' 

Althoughh the relations between Turkey and the EU strictly spoken stand separately 
fromm the 1980s reforms, agreements with the EI: do constitute part of the modalities 
throughh which the opening up of Turkey is executed. Relations with the El' started 
withh the 1964 Association Agreement, which was after three phases expected to lead 
too full membership by the end of the century. An additional protocol in 1971 envis-
agedd full integration in the EU by 1995. The agreement led to duty free entry of Turk-
ishh industrial exports in the EU. Whereas the us, and during the 1970s also the Arab 
countries,, had accounted for a large part of Turkish exports, during the 1980s the El' 
becamee the principal destination of Turkish exports. Turkey's most important indus-
triall  exports, cotton yarn and textiles, were excluded from this. This and other issues 
ledd to a crisis in relations between the EU and Turkey by 1978, with Turkey threaten-
ingg to apply for full membership of the EU, as Greece had done. The military coup in 
Turkeyy in 1980 however led to a freezing of relations, which was only later in the 
1980ss continued. 

hvenn though the El' through its agreements with Turkey has liberalised its imports 
off  industrial products, in 1980 it tried to impose barriers to the increasing imports of 
textiless and clothing from Turkey (see chapter 4). Because of the association agree-
mentss these restrictions did not take the form of formal MFA quotas, but of informal 
voluntaryy export restraints on behalf of Turkish textiles and clothing exports. The or-
ganisationn of this voluntary restraining was taken tip by the semi-public textiles and 
clothingg exporters organisation ITKIB . This organisation distributed shares of the in-
formall  quotas amongst Turkish firms. According to Krikke and Muter (1993: 20) this 
systemm has reinforced the position of large firms over smaller firms, and public over 
privatee firms. 

Relationss with the EU entered a new phase with the establishment of a customs 
unionn on the f' of January 1996. This provides freer access for Turkish products to the 
EUU market. I he EU as a result wil l liberalise its textiles and clothing regime versus Tur-
key.. On the other hand, Turkey wil l now more fullv have to open its market to El' ex-
ports.. 1 extiles and clothing wil l be one of the sectors where Turkev wil l experience 
moree competition in its home market (OECD 1996: 60). 
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Results Results 

Resultss of the reforms above have been mixed: As the OECD (1990: 79) states, 'around 
19866 the Turkish programme was frequently cited as an example of successful struc-
turall  reform in a developing economy'. After 1987 results were even more mixed. As to 
reall  GDP growth, after the negative growth tates in 1980, growth reached levels of on 
averagee around 5 percent until 1987. After that a recession set in (0.3 percent in 1989) 
fromm which Turkey recovered only after the 1992 Gulf War. Again a sttong external 
crisiss in 1994 led to a strongly negative growth rate of-5.5 percent, after which the 
Turkishh economy recovered again to 7.3 percent growth in 1995 and around 5 percent 
inn 1996 (OECD 1996a). On average GDP growth was 5.3 percent between 1980 and 
1990,, and 3.2 percent between 1990 and 1995 (World Bank 1997). 

INDUSTRY Y 

Ass to industry, in 1980-1985 industrial growth was 7.4 percent per annum (Hershlag 
1988:: 59). Whereas in 1986 and 1987 growth was higher than 10 percent, thereafter 
growthh rates were much lower (around 2 percent). After 1991, the rate increased again 
too over 5 percent, with only a strong decline of-6.2 percent in 1994 (OECD 1996b). On 
averagee growth of industrial production amounted to 7.8 percent between 1980 and 
1990,, and 4.2 percent between 1990 and 1995 (World Bank 1997). On the whole, 
therefore,, industrial growth has been higher than total GDP growth, whereas the 
gtowthh rates in the 1990s were considerably lower than in the 1980s. 

Growthh in production of textiles and clothing has been less than total industrial 
growth.. There has been a shift away from traditional and agriculture-based industries 
(includingg textiles and clothing) towards metal and chemical industries: The share of 
textiless and leather in the value added in manufacturing decreased from 30 percent in 
1950,, to 25 percent in i960, 19 percent in 1970, 17 percent in 1980 and 15 percent 1984 
(Esmerr 1991: 123). Also the share of textiles and leather in employment in manufactur-
ingg decreased from 46.6 percent in 1950 to 29.8 percent in 1975 and 28.4 percent in 
1980,, even though the absolute number of workers in the industries incteased from 
269,4877 in 1950 to 433,950 in 1975 and 537,094 in 1980 (Esmer 1991: 125). Audet (1996: 
332)) reports 74,000 workers in the Turkish clothing industry in 1990, up from 29,000 
inn 1985. Over the 1980s the growth of textile and clothing production was lower than 
off  other industrial sectors. The growth of clothing production per year between 1981 
andd 1988 reached 6.2 percent, and for textiles 6.9 percent, whereas the average indus-
triall  production grew by 8.1 percent (OECD 1991: 84). From 1991 to 1996 production 
evenn declined by 1.1 percent per annum, due to decreases in 1991 and 1994, which 
wass much less than the average growth of industrial production over the period 
( O E CDD 1996b). 

Alsoo growth of labour productivity in textiles and clothing was less than for other 
industries:: 6.6 percent between 1965-1976, -2.3 percent in 1976-1981 and 2.6 percent 
fromm 1981 to 1988. In the private textile and clothing firms, the growth of productivity 
wass on average greater than in the public sector (OECD 1992: 93; Uygur 1993: 42'43)-
Ass stated before, the textile industry has a relatively strong share of the private sector: 



MigratingMigrating enterprise and migrant entrepreneurship 

percentt or output value in 1961 (Hale 1981: 93). By 19-5 the share of the private 
sectorr had risen to 85 percent (Hale 1981: 197). This share slowly continued to increase 
duringg the 1980s and 1990s. As for clothing, only 2 percent of clothing production in 
thee mid-1980s came from the public sector (Pincheson 1994: 126). The vast majority of 
firmss in clothing are very small workplaces. 

Itt is, therefore, clear that textiles and clothing are extremely important sectors in 
thee 1 urkish economy, although in terms of production this importance has gradually 
beenn reduced. I therefore rend to disagree with the OECD'S (1990: 90) conclusion that 
L[t]hee overwhelming and increasing importance of the textile and clothing sector sug-
gestss weakness in the industrial structure and a failure on the part of Turkey's entre-
preneurss ro respond ro emerging international opportunities', although on the level of 
exportss their importance has increased. 

TXPORTS S 

II  he growth of GDI» was largely fuelled by an increase in exports. Exports grew on aver-
agee by 22 percent per annum between 1980 and 198- (Zürcher 1993: 310). From 1980 
too 1991 exports increased from r ss 2.9 billion to us$ 13.6 billion (Togan 1996: 22). 
II  he share of industrial products in exports increased from 45 percent in 1979 ro 72 
percentt in 1988 (Zürcher 1993: 310), and 80 percent in the beginning of the 1990s. 
Manufacturedd exports in value rose ar annual rates of over 40 percent in the first half 
off  the 1980s. Even if part of this export boost is connected to the Iran-Iraq War that 
startedd after the Iranian Revolution in 1979, also exports to OF.CD countries increased 
rapidlyy in comparative terms (Önis & Riedel 1993: 41). This rise in exports led to the 
moree open stance of the Turkish economy, as judged from the share of exports in 
GDP,, which rose from 5 percent in 1980 to 20 percent in 1995 (World Bank 1997). 

11 able 5.4 shows that exports of textiles, and especially clothing, grew at a much 
fasterr rate than total exports. Exports of textiles (yarn and fabric) had been greater 
thann that of clothing until 1984, whereas in the 1990s, despite of substantial growth of 
textilee exports, clothing exports were double the amount of textiles exported. Exports 
off  cotton yarn in particular decreased. Between 1980 and 1993 Turkey has even been 
thee fastest growing exporter of clothing in the world (TCMA 1994: 5). 

Inn overall volume, exports increased, almost doubling between -98" and 1992 from 
119,0000 tones, to 211,000 tons in 1992 (Pincheson 1993: 106). Knitwear made up 61 
percentt of apparel exports in 1992 (Pincheson 1993: 106). Exports of knitwear tripled 
betweenn 1987 and 1992, Eurkey is the number one exporter to the F.u of knitted cloth-
ing,, for ready-made garments number 4, and for woven clothing number 3. For wo-
venn clothing, which encompasses the bulk of KL' clothing imports, Turkey's share is 
relativelyy small. The reason for this is according to the TCMA (1994: 6) that the weav-
ing,, dying and finishing subsectors consist of large integrated establishments that are 
lesss able to react rapidly to changing demand. On average, unit prices of Turkish ex-
portss to i-.v are higher than other extra HI* imports of clothing (TCMA 1994: - ). The 
II  urkish share in global clothing exports increased from 0.3 percent in 1980 to 3.1 per-

centt in 1990 and 3.9 percent in 1995 (WTO 1997: no). 
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TABLEE 5.4 Turkey's exports of textiles and clothing (US$ million) 

year year 

1980 0 

1981 1 

1982 2 

1983 3 

1984 4 

1985 5 

1986 6 

1987 7 

1988 8 

1989 9 

1990 0 

1991 1 

1992 2 

1993 3 

1994 4 

1995 5 

textiles textiles 

343 3 

569 9 

767 7 

853 3 

1,006 6 

1,045 5 

935 5 

1,208 8 

1,372 2 

1,331 1 

1,440 0 

1,429 9 

1,619 9 

1,591 1 

2,194 4 

2,532 2 

clothing clothing 

131 1 

314 4 

389 9 

648 8 

1,267 7 

1,208 8 

1,245 5 

2,196 6 

2,321 1 

2,741 1 

3,331 1 

3,478 8 

4,179 9 

4,339 9 

4,582 2 

6,121 1 

SourceSource OECD several years; UN seveal years. 

Despitee this enormous increase in exports, a large share of textile and clothing output 
off  Turkish firms was sold in the domestic market: The 30 leading textiles and clothing 
firmss in Turkey in 1993 only exported 20 percent of their output, the rest being dir-
ectedd to the domestic market (Pincheson 1994: 135). In total 40 percent of clothing 
productionn was exported (www.evd.nl). 

Thee share of textile and clothing in Turkish exports increased from 0.8 percent in 
i9600 to 4.4 percent in 1970 and 11.6 percent in 1978 (Hale 1981: 233). It continued to 
increasee after 1980 from 19 percent in 1981, to 33 percent in 1987, 37 percent in 1990 
andd 39 percent in 1992 (World Bank 1997). The share of clothing in merchandise ex-
portss increased from 25.7 percent in 1990 to 28.3 percent in 1996 (WTO 1997: m). As 
suchh textiles and clothing became Turkey's most important export products. From 
thiss Taskin and Erinc Yeldan (1996: 164) conclude that, even if industrial production 
hadd become more diversified, 'the desired diversification of manufactured exports was 
nott achieved during this period'. As to Turkish exports to the Netherlands, they 
existedd for 46 percent of clothing in 1995, and for 52 percent in 1996. 

Itt is also important to underline that to a large extent, growth in exports was 
accountedd for by FTCCS, whose share in total exports rose from 9 percent in 1981 to 
400 percent in 1984 and 48 percent in 1988, and 43 percent in 1989. The importance of 
thesee FTCCS largely stems from the amount of support they received from the govern-
ment.. It is striking that clothing exports slowed down after 1984, when export incen-
tivess to FTCCS were reduced, to increase after 1986 when they were reintroduced. Even 

http://www.evd.nl
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itt FTCCS are private institutions, their role in exports also points at rhe continuing im-
portancee of rhe stare in transforming the economv, and in some respects even is in op-
positionn with the idea of a more market-oriented economy (Onis 1991: 32). According 
too Aktan, continuity is also important in the export incentives provided after 19X0: 
'Whenn the new economic policies were being considered in 19X0, the export-promo-
tionn measures of the past were seized upon as instruments which could quicklv be 
enhancedd to strengthen incentives for exports (1996: 186). 

Thee vast majority of I urkeys clothing exports are directed to rhe F.U, although the 
sharee of the ft ' did decrease from ^6 percent in 1984 to 7"0 percent in 1995. This is 
moree than the share of the F.U in total I urkish exports (approximated' 50 percent). 
Mostt exports go to Germany. Exports to the Netherlands have increased stronglv be-
tweenn 1994 and 1995. Turkey supplies over 10 percent of F.r apparel imports 
(Pinchesonn 1994: 130), Eighty percent of Turkish clothing production for exports is 
locatedd in the Istanbul area. 

INDUSTRIALL STRl/C'I URL 

Ass already indicated, both the organisation of export incentives through FTCCS, and 
thee continuing importance of (large) SF.FS in the economv, contributed to a state 
sponsoredd strengthening of large firms. However, due to the vagaries of export mar-
kets,, and the resulting need for a flexible organisation of production, and due to the 
relativelyy higher wage costs of large firms as compared to small firms, the export drive 
wentt along with an increase in the subcontracting of production. Earge firms em-
ployedd workers for whom continuous work could be found over the vear, and used 
smalll  firms as 'spare capacity in times of high demand for orders. 1 he TCMA (1994: 9) 
forr textiles and clothing speaks of'intensive centres of excellence and scattered CMT 
unitss linked to them'. Pincheson (1994: 127) distinguishes three groups of firms in 
clothingg production: A small number of large, integrated plans operating on a mass 
productionn basis; small- and medium-sized firms working both tor themselves and on 
aa subcontract basis; and a large number of small workshops, working as subcontrac-
tors.. Again the growing impoverishment of the I urkish labour force, together with 
growingg competition between traditional artisan small-scale firms and local modern 
firmss and imports, made a growing number of small entrepreneurs and workers will -
ingg to work against low profit margins and wages. However, Krikke and Muter (1993: 
18)) indicate that although more producrion was being subcontracted out, the number 
off  subcontractors was being reduced. I hey link this to attempts of 1 urkish manufac-
turerss to quicklv respond to European demand in market segments of higher quahtv 
andd fashion content. 

66 PRIVATISATION SF.FS 

11 he process of rationalising SFF production has been slow and difficult . 1 he first half 
off  the 1980s did show an improvement in their functioning, although budgetary 
transferss towards them continued, albeit on a smaller scale (Hershlag 1988: 53: Onis & 
Riedell  1993: si). I he largest SF.FS have experienced an improvement in profits between 
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19811 and 1985, although a decline occurred in 1986/", whereas in 1991 big problems of 
profitabilityy srill existed (OECD 1992: 88). According to Onis and Riedel (1993: 51), in 
practicee there was littl e improvement in the efficiency in SEES production. According 
too the OECD (1992: 94) the freeing of SEES prices has not much influenced levels at 
whichh prices were set. Soft budget constraint remained the rule for SEES during the 
wholee period, raking awav the ultimate sanction of non profitability: Liquidation. 
Onlyy in 1994 was the ban on liquidation of SEES lifted (OECD 1995: 39). Costs of SEES 

duringg 1978-1991 therefore amounted to 50 percent of government education budget 
andd 300 percent of the health budget (OECD 1996: 55). SEES at the end of the 1980s still 
accountedd for 40 percent of industrial output (Hershlag 1988: 54). In 1987 the govern-
mentt still accounted for 55 percent of total investment, which in fact was higher than 
inn the 1970s (Önis &c Riedel 1993: so). 

Thee privatisation process that started in i960, has also been slow. From 1985 to 
19944 only a few firms were sold. Apart from that block sales of government-held shares 
tookk place, with cumulative receipts of uss 2.3 billion (OECD 1996: 55). The success of 
aa new privatisation package in 1994 was less than expected with revenues of ess 574 
millio nn in 1995. The reasons for these meagre results are partly related to the lack of 
profitabilityy of many public sector firms, and to a shortage of private capital to invest 
inn privatisation, given the malfunctioning capital market. As to textiles and clothing, 
Siimerbankk was already on the list for privatisation in 1987. This has not yet material-
ised.. Siimcrbank, that in the beginning of the 1990s still owned 17 out of 123 spinning 
plantss in Turkey and 13 cotton weaving mills was one of the worst affected parts 
off  the industry, with enormous yearly losses (Pincheson 1993: 116). Privatisation of 
Siimerbankk remains an ongoing subject for discussion in the media. 

INVESTMENT T 

Ass a result of a rise in real interest rates, domestic savings strongly increased, especially 
afterr 1983. Manufacturing investment has been decreasing since the mid 1970s. Since 
accordingg to the OECD (1990: 84) considerable excess capacity existed, at first this led 
too an increase in capacity utilisation although later in the 1980s decreasing investment 
inn manufacturing put a strain on further productivity gains, SEES continued over the 
1980ss to provide a quarter of total investment. 'Productive private investments, par-
ticularlyy private manufacturing investment, first declined substantially then stagnated 
att levels considerably lower than that of the 1970s. I hus, the ultimate goal of the 1980 
adjustmentt programme, namely the channelling of the private savings towards pro-
ductivee investments at higher rates had not materialized in the 1980-1990 period 
(L'ygurr 1993: 53). 

FF O R F. I (; N' I N V E S T M E N T 

Thee stock of FDI in Turkey rose from uss 300 million in 19 1̂ to ess 1,185 hi 1980, ess 
2,0066 million in 1985 and ess 5,020 million in 1991. Per annum inflow of FDI in-
creasedd from ess 90 million in the 1970s to ess 127 million from 1981 to 1988. Its 
sharee in world FDI remained small over the 1980s and even declined from 0.29 percent 
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inn 1980 to 0.27 percent in 1991 (Balasubramanyam 1996). With the establishment or 
thee customs union with the EV in 1996, FDI started to increase. Clothing production 
didd not receive much of this FDI: Of the total FDI in Turkey of uss 5 billion in 1992, 
L'SSS 94 million (less than 2 percent) was in clothing production, even though a rela-
tivelvv large amount of firms in clothing (-3) received FDI (implying a relatively low 
amountt of FDI per firm). Most FDI comes from F.r countries (58 percent in 1992), of 
whichh most is German. Much foreign investment in clothing production is aiming at 
saless at the Turkish market, as is the case for instance for Benetton and Levi Strauss. 

WAGESS AND LIVIN G C O N D I T I O NS 

Maybee the most fundamental consequence of the reforms has been the deterioration 
off  the position of labour. As Yalpat (quoted in Gold 1989) indicates: '[mjassive human 
rightss violations, repression, a precipitous decline in working class living standards 
andd rising levels of unemployment [have been] dismissed as the "incidental costs of 
stabilizationn V Reforms meant a drop in real purchasing power of between 40 and 60 
percentt between 1979 and 1989. In 1987 alone real wages dropped by 14 percent (Cizre 
Sakalliogluu 1991: 66). In 1989 real wages substantially increased again (by 31 percent in 
thee private, 42 percent in the public sector, OECD 1991: 27). Between 1993 and 1995 
reall  wages of dependent employees again witnessed a drop of between 20 and 30 per-
centt as a result of the 1994 crisis. Income disparities as a result have become much 
sharperr (OECD 1996b: 130; Zürcher 1993: 311). This process was strongly reinforced by 
thee tendency of"Turkish firms to subcontract part of their production to small firms 
workingg for very low wages and profit margins. At the same time, unemployment has 
beenn rising (from 14.8 percent in 1980 to 16 percent in 1986 (Richards & Waterbury 
1990:: 251)). Gold (1989) therefore concludes that '[t]he connection between labor 
repressionn and the IMF-inspired austerity program is inescapable'. These worsening 
circumstancess in combination with a less strict control of unions led in the end of the 
1980ss and the beginning of the 1990s to more labour unrest, which has not been able 
too avoid the development of a nouveau riche class of people profiting from export and 
structurall  adjustment, and a growing group of impoverished workers and unem-
ployed.. The number of strikes as a result increased especially in 1987-88: 462 strikes 
withh 3.5 million working days lost, against 46 strikes in 1984-86 with 434,000 working 
dayss lost (Gold 1989). Also, after the 1994 crisis and new reforms, the number of 
strikess in manufacturing increased dramatically in 1995 (Undersecretariat of foreign 
tradee 1995). 

I N F L A T I O N N 

Despitee increases in interest rates, inflation remained high. Although in the first three 
yearss of the 1980s inflation was brought back from 88 percent in 1980 to 26 percent in 
1983,, thereafter it increased again to around 50 percent, reaching even 83 percent in 
1989.. The beginning of the 1990s brought again a modest stabilisation of prices al-
thoughh the crisis in 1994 again resulted in an increase of inflation up to 104 percent 
(OECDD 1996b). The lack of success in reducing inflation is the Achilles heel of 1 urkish 
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reforms,, leading to insecurity tor both investors and savers, and a continuous reai 
depreciationn or wages, 

MIGRATIO N N 

Att the end of the 19-70S around ?.5 million Turks were living in Western Europe 
(Ztircherr 1993: 248). After 1980 a large number of refugees left Turkey for Western 
Europe.. Amongst these were many Kurds, fleeing the increased repression by the 
Turkishh armv in South-East Anatolia, but also Turks that fled the general repression 
afterr the military take-over. Moreover, the decreasing standards of living in Turkey 
sincee the reform programme gave renewed impetus to Turks for emigrating abroad 
forr economic reasons. As Western European governments since the mid 1970s had 
imposedd restrictions to immigration, apart from family reunion and marriage reasons, 
aa substantial number of people entered Western Europe illegally. 

Remittancess continued to make a substantial contribution to the I urkish balance 
off  payments after 1980. Although they decreased from uss 2,071 million in 1980 to 
usss 1,820 million in 1984, thereafter they increased again to uss 2,021 in 1987, uss 
2,8199 million in 1991 and uss 3,327 in 1995, although a drop occurred after 1992 
(Worldd Bank 1997). 

DEBT T 

Overr the 1980s Turkish debt kept increasing. Whereas in 1987, total debt had reached 
usss 40 billion, in 1995 it had risen to uss 73 billion (OECD 1996b). This debt con-
tinuess to be a millstone around the neck of the Turkish economy, and a large drain of 
foreignn revenues for debt repayment. In 1994, a recession in the Turkish economy and 
aa concomitant reduction in foreign income, immediately made debt repayment prob-
lematicc and necessitated debt rescheduling, that OECD and IMF make conditional 
too further reform of the Turkish economy. As occurred again during the Gulf War, 
Turkeyy did manage to obtain substantial foreign support for its support of the western 
coalition,, leading to a quadrupling of official transfers between 1989 and 1992, which 
however,, decreased again after 1993. 

Conclusion Conclusion 

Inn table 5.5 I summarise what has been discussed in this section. A good grasp of the 
Turkishh economic reforms under military tutelage since 1980 is essential for explain-
ingg 'Turkey's export growth of clothing during the 1980s as well as the emergence of 
migrant-runn clothing firms in Amsterdam. Before 1980 'Turkey had been able to fi- 229 
nancee its usi strategy through a capital inflow of workers remittances and through the 
substantiall  foreign aid it received as a strategic NATO member. While co-opting la-
bourr under a largely corporatist state through steady wage rises and growing industrial 
employmentt in the SEES, the Turkish state built up a considerable inward-looking 
Fordistt industrial base. When aid and remittances dried up at the end of the i9_os. 
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andd import coses jumped because of oil prices, it was only through foreign borrowing 
thatt Turkey was able to postpone reform. Only when the repayment of debt became 
problematic,, reforms became a compulsory part of rescheduling of debt. As such, 
Turkeyy was a forerunner to the tide of global structural adjustment that hit the world 
afterr 1982 - just as it had been a forerunner in ISI in the 1930s. This timing led to the 
relativelyy more favourable treatment of 1 urkev by international organisations, and 
gavee its export growth a 'first mover' advantage vis-a-vis other countries. 

TABLEE 5.5 Contrasts between Fordism and post-Fordism in Turkey 

FordismFordism post-Fordism 

thethe production process 

agriculture-basedd economy, rapid export-oriented industrialisation 
industrialisationn after the Second World War, im-

portt substitution industrialisation 

wagee increases strong decline in wages 

employmentt growth unemployment 

immigrantt labour recruitment new forms of emigration 
undocumentedd emigration 

depolarisation,, income levelling strong polarisation 

55 tote 

strongg state involvement in the economy, state declining involvement of the state in the eco-
ownershipp of industry nomy, privatisation, state-led export growth 

rudimentaryy welfare state mechanisms, labour part strong decline of welfare state mechanisms 

orr corporatist state 

consumptionconsumption and culture 

growingg mass consumption declining private consumption 

space space 

national,, inward-looking more international orientation, 
outward-looking g 

However,, it is these same advantages of being a forerunner that can be seen as the 
reasonn for the continuing important role of the Turkish state in the economy, despite 
reform.. This is not only clear from the continuing importance of SEES in Turkey, and 
thee lack of progress in privatisation, but also in the way export promotion was under-

2300 taken on the basis of large-scale subsidisation by the state of the privileged 1 ices. A 
renewedd inflow of official support and workers remittances during the 1980s and 
1990ss provided the means for this. 'What has been happening is a significant restruc-
turationn of the State, that is, centralization of government as well as a (state-induced) 
concentrationn of private power, parallel to the steps taken in the direction of establish-
ingg a market-oriented economy' (Önis 1991: 33). Reform can thus be seen as a state-
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sponsoredd transfer or resources trom labour ro private capitai, rather than from the 
publicc to the private sector. Booming clothing exports are not just the result of a re-
treatingg state that led to a reallocation of resources towards a sector in which Turkev 
holdss a comparative advantage. They reflect as much a state-induced effort to reduce-
bothh its own imbalances and deficits, as well as to create means for its bureaucracy 
roro expand its activities into the private sector whilst stimulating exports of selected 
private-sectorr trading groups. Both these efforts were at the expense of labour. 

11 he clothing sector stands as a good example of this Turkish transformation pro-
cess.. Whereas the textiles sector was one of the earliest examples of state-led isi in 
11 urkey, this was less so for clothing, which remained in the realm of the private sector. 
Evenn so, clothing producers were indirectly confronted with ISI through high import 
tariffss on textiles (and clothing), leading them to use domestically produced inputs. 
II  his in turn reduced their competitiveness as exporters to the world market. The in-
creasingg participation of private industry in textiles in the 1950s did not fundamentally 
alterr this situation since until 1980 ISI remained the objective of the industrialisation 
drive.. I he structure of the clothing industry on the eve of structtiral reform of the 
1980ss therefore was that of a small number of large, vertically integrated firms, often 
involvedd in textile production, a number of medium-sized clothing producers and a 
largee group of small workshops subcontracting for other firms or involved in artisan 
tailor-likee clothing production. All three were producing for the domestic market. 

Ass already indicated, the 1980s and 1990s saw an enormous increase of clothing ex-
portss from 1 urkey. The reasons for this were not so much the 'withering awav of 
state-ledd economic is 1 policy, under the influence of a fiscal and foreign exchange cri-
siss that freed market forces and brought resource allocation more in line with Turkish 
comparativee advantage. It rather reflected a reorientation in state policies bv which 
II  urkey tried to solve the foreign exchange crisis. Central to this were - apart from 
otherr incentives like devaluations - a strong increase in subsidisation of exports and a 
reductionn of costs for labour-intensive public and private industry through a strong 
reductionn in real wages, and the curtailing of unions. The state played a new - not so 
muchh a reduced - role in the economy, which also becomes clear from the continuing 
importancee of SKHS. Clothing is such an interesting sector because on the one hand it 
spearheadedd the state's export promotion, whilst at the same time it was almost exclu-
sivelyy the realm of private sector production and a classic case of labour exploitation 
throughh networks of subcontractors. 

Thiss brings me to another conclusion that has to do with the importance of mobil-
ityy of labour. I he mobility of labour constitutes an often underestimated aspect of 
changess in the international division of labour (see Cohen 198"; Sassen 1988). This can 
takee different forms. From a Turkish perspective, first, capital inflow from migrants 
livingg abroad contributed to a postponing of outward-oriented restructuring in the 
1970s,, and made I urkey less successful as an exporter in that period. Emigration 
thereforee reduced 1 urkish participation in the international division of labour, bv en-
ablingg a more inward-looking orientation. Onlv when these remittances dried up 
afterr the 1970s crisis, leading many Turkish emigrants to stay in the country of immi-
gration,, reform became inevitable, and integration into the international division 
off  labour as an exporter of labour-intensive manufactures became imperative. Also, a 
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vastt process of internal migration was set in motion through the concentration of ISI 
plantss in the larger Turkish cities, which, however, were not able to provide employ-
mentt for all these new arrivals, leading to the growing labour reserve in and around the 
largee Turkish cities. Secondly, when adjustment took place in the 1980s this, on the 
onee hand, boosted exports of clothing especially, whereas, on the other hand, declin-
ingg wages led to a new reservoir of workers willin g to emigrate to Western European 
countries.. Because after 1974 restrictions were imposed on immigration in Western 
Europe,, emigration was (almost) only possible via I urks already residing in Western 
Europee (through marriage for instance) or illegally, as undocumented migrants. In 
otherr words, the integration in the international division of labour as an exporter rein-
forcedd the tendency for emigration, which under the restrictive immigration policy 
couldd almost only take place in an undocumented way. These new immigrants, to-
getherr with their predecessors in Western Europe, who during the 1980s crisis had 
seenn their circumstances worsened in the countries of immigration, started small-scale 
firmss in the clothing sector in, for instance, Amsterdam. Such migrant-run firms in 
theirr turn became competitors for exports of clothing from Turkey. It came full circle 
whenn returnees from these firms, after the harder police actions in Amsterdam against 
undocumentedd immigrants in the 1990s, again started working in clothing firms in 
Turkey,, contributing to further export growth. This is shown, for instance, by the 
enormouss increase of Turkish clothing imports into the Netherlands after 1994. 

5.55 Conclusion 

'' Wim Duisenberg does not provide made-to-measure per country, 
butbut only "Eurohmd-ready-made"! 

(Steketecc 1999: 37) 

Inn this chapter 1 have discussed a number of interrelated developments that constitute 
togetherr the structural background against which the changes in the spatial organisa-
tionn of production in clothing from a Dutch perspective can be explained. Bv struc-
turall  background I do not 'simplŷ  mean the exogenous environment in which inter-
actionn in the clothing sector takes place, but the 'social stuff from which these actions 
stem,, which gives them meaning and influence them, but which itself is transformed 
inn the process. Central to this structural background is the way regulated capital and 
labourr relations have taken form, on a global level as well as on two national levels 
-- the Netherlands and Turkey - and how these have changed over time. In table 5.6 
andd 5.7 I summarise this for the fordist and post-Fordist era. 

Ass to the global level, I have pointed out how, since the Second World War, rela-
tionss between capital and labour have taken a regulated form that has been labelled 
fordism.. This encompassed an organisation of production where labour was organ-
isedd m large-scale, vertically integrated, increasingly mechanised factories, which 
cateredd for a national mass market. The state contributed to this organisation through 
Keynesiann demand management policies, an open trade policy and a relatively open 
policyy towards the recruitment of migrant labour. Consumption patterns were rela-
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rivelyy homogenous, which was reflected in the mass character of demand for ciothing, 
arrangedd along two yearly seasons and with an orchestrated pace of change. 

TABLEE 5.6 Art iculat ion of Fordism in the Netherlands and Turkey 

Netherlands Netherlands 

production production 

process process 

state state 

cultureculture and 
consumption consumption 

general general 

-- mass product ion of 

homogenouss products 

wagee increases 

fulll employment 

labourr migrat ion 

depolarisation n 

Keynesianism m 

socialisationn of welfare, 

welfaree state 

masss consumpt ion 

fashionn as predictable, 

hierarchicall change 

-- small industrial base, only 

developedd after the 

Secondd Wor ld War 

wagee restraint after the 

war,, tr ipart i te agreement; 

thereafterr large wage 

increase e 

fulll emp loyment 

recrui tmentt of immigrant 

labour r 

depolarisation, , 

incomee levelling 

Keynesianism m 

socialisationn of welfare, 

welfaree state 

concil iatory y 

corporatistt mechanisms 

masss consumpt ion 

-- relatively low fashion 

consciousness s 

-- national, regional fashion - national, regional fashion 

Turkey Turkey 

-- agriculture-based 

economy,, rapid 

industrialisationn after the 

Secondd World War, 

impor tt substitution 

industrialisation n 

-- moderate wage increases 

employmentt g row th 

emigrat ionn of workers 

depolarisation, , 

incomee levelling 

strongg state involvement 

inn the economy, state 

ownershipp of industry 

rudimentaryy welfare state 

mechanisms s 

labourr part 

off corporatist state 

growingg mass 

consumpt ion n 

space space national l national,, early 

internationall orientation 

-- national, inward- looking 

II  have pointed out, however, that such Fordist organisation of production was far 
fromm homogenous for each place or sector. In clothing, the continuity of small firms 
withh a low capital intensity and a multiple changeable demand, was widely spread. In 
thee Netherlands, with its relatively small industrial base and open character, the basis 
forr a Fordist organisation of production was laid after the Second World War. The 
conciliator '̂' nature of Dutch politics led to an industrialisation process on the basis of 
loww wages, which led to rapid industrial growth during the 1950s. The mass character 
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off  consumption patterns contributed to this. Already during the 1960s, the limits of 
suchh a policy were visible, with wages rising and the Dutch economy becoming more 
andd more focused on service activities. The clothing sector was one of the first to expe-
riencee such a change and started to decline after 1963. 

Whereass in many developing countries such Fordist developments were largely 
absent,, in Turkey the development of Fordist organisation of production did take 
place,, but was even more so than in the Netherlands the work of the state. After 1923 
Turkeyy started an industrialisation programme which led to the emergence of a wide 
rangee of state economic enterprises. Although this led to a strong industrial growth, 
somee sectors - like clothing - remained largely the domain of the private sector, 
whereass the dominance of the state in the economy also laid the basis for economic 
difficultiess in the future. The partial relaxation of state control over the 1950s led to an 
increasingg role for (international) private capital in the Turkish economy, although 
thee orientation remained inward-looking. Turkish clothing producers as a result con-
tinuedd to produce clothing for the Turkish market, rather than for exports. 

Globally,, this Fordist mode of development encompassed a number of contradic-
tionss that during the late 1960s and 1970s led to its decline. A central element in this 
wass the growth in wages and welfare state transfers, which led industry to embark on 
strategiess to reduce costs. These strategies encompassed innovations through labour-
savingg technology, the recruitment of migrant labour and the relocation of produc-
tion.. On a societal level, changes took place in consumption patterns. 1 hese became 
moree fragmented and individualised, eroding the mass character of demand. Over the 
1970ss and 1980s this led to a growing unemployment in industrialised countries and 
ann increased pressure on state budgets through welfare state payments. The increas-
inglyy global nature of economic transactions also placed widespread limits on the cap-
acitiess for national regulation of the economy. During the 1980s, many states em-
barkedd on macro-economic policies in which deregulation, a growing role for the 
markett and a reduced welfare state were central. 

Inn the Netherlands, such changes were visible in the shift in regulation after 1982, 
wheree a reduction of budget deficits, a moderation of wages and a reduction of work-
ingg time to stimulate employment wrere central elements. The policies, agreed upon 
byy employers, unions and the state in the framework of Dutch conciliatory politics, 
managedd to reduce unemployment levels, although especially for immigrants unem-
ploymentt levels remained extremely high, even during the 1990s. As such, within 
Dutchh society this led to a tendency towards polarisation, although the continuing 
safetyy net of the Dutch welfare state succeeded in avoiding the sharp edges of increas-
ingg poverty levels that took place in other countries. The more restrictive immigration 
policyy made it more difficult for labour immigration to take place, although the in-
creasingg mismatch on the labour market had as a consequence that immigrants - that 

344 now could only enter the country- via marriage or family reunion, or in an undocu-
mentedd way - continued to enter the country. Such undocumented immigrants, who 
partlyy found work in the Amsterdam contract-clothing firms, occupied the more mar-
ginalisedd and vulnerable echelons of Dutch society, especially when the government 
stancee towards them became harsher in the 1990s. Dutch post-Fordist transform-
ationss therefore reflect on the one hand relative success - the Dutch miracle of the 
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polderr model - in its widelv supported labour market reforms that ieci to renewed 

growth,, reduced unemployment and a certain continuity, albeit in a less comprehen-

sivee wav, of the welfare state. On the other hand, these reforms largely failed to in-

cludee legally residing immigrants, and were increasingly biased against 'outsiders', 

thatt is undocumented immigrants, leading to - even if limited in comparative terms -

aa polarisation of society along ethnic lines. 

TABLEE 5.7 Articulation of post-Fordism in the Netherlands and Turkey 

production production 
process process 

state state 

cultureculture and 
consumption consumption 

general general 

-- flexible production, 
smalll batch size, no 
stocks,, vertical 
disintegration n 

-- global labour market 

unemployment t 

neww forms of 
internationall migration 

-- polarisation 

-- deregulation, 
privatisationn of collective 
needss and social security 

space space 

growingg restrictions to 
internationall migration 

individualised d 
consumption n 

fashionn as ephemeral, 
individuall choice 

yuppiee culture 

global l 

Netherlands Netherlands 

-- service-based economy, 
industriall decline, 
strengthh retailers, 
increasedd subcontracting 

-- wage restraint, tripartite 
agreement t 

-- unemployment, 
especiallyy immigrants, 
economicc recovery after 
1984,, continuing 
migrantt unemployment 

-- new forms of 
immigration, , 
undocumented d 
immigration n 

-- limited polarisation 

-- privatisation of collective 
needss and social security, 
continuityy of welfare 
state e 

-- restrictive immigration 
policy y 

-- individualised 
consumption n 

-- fashion as ephemeral, 
individuall choice 

-- moderate growth in 
yuppiee culture 

-- global, Amsterdam 
ass global city 

Turkey Turkey 

-- export-oriented 
industrialisation, , 
increasedd subcontracting 

-- strong decline in wages 

-- unemployment 

neww forms of emigration 
undocumented d 
emigration n 

strongg polarisation 

decliningg and changing 
involvementt of the state 
inn the economy, 
privatisation,, state-led 
exportt growth, strong 
declinee of welfare state 
mechanisms s 

decliningg private 
consumption n 

moree international 
orientation,, outward-
looking g 
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Ass tor I urkev, the combination of economic recession, budget deficits and foreign 
debt,, and the military coup in 1980, led this country to embark on a structural adjust-
mentt programme in the 1980s and 1990s. A reduction of state control oyer the econ-
omy,, in combination with a larger role for the private sector and a more open policy 
stancee enabled a spectacular growth in exports, of which clothing was the main exam-
ple.. The success of this export growth was more due to a sharp decrease in wages - re-
flectingg a shift in resources from workers to private capital - and strong state interven-
tionn in boosting exports through different subsidy schemes, than to a fundamental 
withdrawall  of the state from the economic sphere. It involved a state-sponsored shift 
fromm production tor the domestic market to foreign markets. Wage cuts and controls 
onn unions weakened the position of labour whilst improving competitiveness tor 
labour-intensivee clothing exports. They also resulted in a growing push towards emi-
gration,, which in the context of a more restrictive v.v immigration policy increasingly 
tookk place as undocumented emigration only. Impoverished Turkish workers, there-
fore,, constituted the basis tor the I urkish export drive in clothing as well as a reservoir 
off  cheap undocumented labour in the contract-clothing firms in the Netherlands. 

Developmentss in world capital-labour relations have increasingly become of a 
moree global nature, surpassing the level of the state. Such developments have resulted 
inn state policies that emphasise the international competitiveness of domestic produc-
tion,, which has resulted in a weakened position of labour versus private capital. In dif-
ferentt national regulatory contexts such changes have been adapted to in different 
ways,, as the Dutch and Turkish cases illustrate. Whereas consensus politics in the 
Netherlandss has led to wage decreases with the preservation of welfare state mechan-
isms,, in Turkey under military tutelage the state has strongly contributed to the weak-
eningg of labour. Jenkins (1984: 46) concludes that '[tjhere is no single emerging pat-
ternn which characterizes the integration of I hird World countries into the inter-
nationall  division of labour'. This not only counts for the Third World but for every 
nationall  context. It is the way global tendencies are dealt with at different locations 
thatt contributes to the shape of the spatial organisation of production. 
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