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Exercise 1-2: Preliminary File Cleanup
The following passages are excerpts from chapter 10 of Ellen Rosen, Making Sweatshops: The Globalization of the U.S. Apparel Industry (Berkeley: University of California Press, 2002), pp. 177–201 (reproduced by permission of University of California Press). The formatting has been altered and wording changes and editorial errors introduced. Abridgments of the original are indicated by ellipsis dots set in square brackets: [. . .].
Chapter 10 The U.S Retail Industry A Brief History 
Only twenty-five years ago 'mom and pop' clothing stores flourished along with large department stores and discount chains.  Today, however, highly concentrated, vertically integrated, US retail transnationals, selling vast quantities of apparel items, have put many  of the smaller stores and even the larger department stores out of business.  The new forms of corporate retailing has played a crucial role in the globalization of the textile / apparel complex.  Today transnationals compete for market share and market power, both nationally and internationally.
For the past twenty years retailing has been driving the thrust of US trade policy in textiles and apparel.  The needs of these retailers have shaped the restructuring of the textile and apparel producers who supply them with merchandise. 
  Corporate retailers have been able to increase their power over textile and apparel producers because of increasing opportunities to benefit from the expansion of low wage apparel production in developing countries.

America's apparel retailers have become among the most powerful supporters of trade liberalization for textiles and apparel.  Ending quotas and reducing tariffs has not only accelerated the globalization of apparel production, but has led to a new round of vertical integration and concentration in apparel retailing.  Competition in this industry is now based on the efforts of retailers to increase their market share in a new and intense context of domestic and global competition.  Textile and apparel producers have responded to these conditions by trying to develop more efficient ways to produce apparel. Retailers continue their pressures on government for further trade liberalization, for more access to new low wage production sites and retail outlets.

A Brief History of Apparel Retailing

The history of the US apparel retailing begins with department stores, which first appeared in the early part of the twentieth century. Department stores were initially located in the main shopping district of the downtown area, making it possible for the new urban, middle and upper middle class consumers to enjoy the convenience of one stop shopping, stable prices and the reliability of quality merchandise . Such department stores were owned by individual merchant families. Yet by 1916, Lincoln Filene, the President of Filene's in Boston, recognized the value of

collaboration between retailers in buying merchandise, recruiting executives, training employees, improving advertising, and other associated aspects of the retail business. 
  He started the Retail Research Association, which two years later was superseded by the Associated Merchandising Corporation (AMC).NEED TO CHECK THIS

Recognizing the need for a more centralized corporate structure for the dispersion of risk, expansion and greater profitability in the industry, Filene began to advocate the formation of a national retail holding company. In 1918 Filene’s joined with Abraham and Strauss of Brooklyn, and F & R Lazarus and Company of Columbus, Ohio, to form Federated Department Stores. Holding companies increasingly became the dominant form of retail ownership in this industry. Department stores, selling men’s, women’s and children’s clothing, and other household items, put many smaller, local “mom and pop” specialty stores out of business.
Department stores enjoyed high and stable profits during the affluence of the early postwar boom, allowing retailers to finance expansion from profits. The growth of car ownership and the building of highways led to massive suburbanization. Following their customers to the new bedroom communities, new stores were built - « anchors » of the new suburban shopping malls. A major acceleration of new shopping mall construction took place between 1965 and 1975, 
 internally financed by the industry in the context of its high profits. By 1977, four major holding companies controlled the majority of America’s department store chains--Federated Department Stores, Allied Stores Corp., May Department Stores Company and Dayton Hudson Corp. Together, they included 807 retail outlets and total sales in excess of $11.4 billion—five times the sales of the whole J.C.Penney chain with 1686 stores nationwide. 
However, as department stores reached the limits of suburban growth they began to expand their geographic coverage to a national market. In 1986 Neiman Marcus had ... stores in Florida, and Massachusetts. Lord and Taylor, Saks Fifth Avenue, Bloomingdales, have all followed with similar moves. 

 [. . .]

Restructuring for the New Retail Competition

Needing to reduce operating costs, to increase sales and margins, retailers began to impose new economic pressures on their apparel suppliers. They made three significant changes: 

a) in their labor-management relations, 

b) in the implementation of “quick response,” and 

3) the expansion of their “private label” merchandise.

Retailers began to reduce their traditionally large and costly inventories. They also reduced their largely, full time, trained sales staff, made up of career employees. 
 The new retail competition required fewer managers and minimal sales help; the practice of customer service became economically unsustainable. 
 Employment in apparel retailing grew 31% between 1973 and 1985, during his period, as stores reduced their full time workers and increased their part-time help. By 1985 the earnings of workers in retail sales had declined dramatically—and were only slightly higher than those of the lowest paid workers employed in eating and drinking places. 
 What made this possible, were the new microtechnologies, which dramatically increased worker productivity.

 [. . .]
The Economics of “Fashion”

A discussion of apparel retailing would not be complete without an analysis of the “fashion” industry. The transformations in apparel retailing in the past two decades occurred in the 1970s in the context of a declining couture industry. Well known “couture” fashion designers had produced individualized couture clothing for wealthy patrons. As this clientele began to shrink many discovered the advantages of higher volume sales in high niche “ready to wear” women’s apparel. These designers began to license their names to clothing producers who would hire their own designers to turn out fashions by “Oleg Cassini” or “Gloria Vanderbilt”.

As educated women began to enter the US labor force in professional occupations, new demands for women to “dress for success” led American designers like Liz Claiborne to create a new type of clothing for women. By 1974 Liz Claiborne, and others like her, were producing lower cost, high quality “career wear” in Asia. 
 Retailers, merchandisers and importers could access contractors to produce high quality clothing in Europe (Italy, France, the UK) or Japan, while department store, private label goods were sources in South Korea, Hong Kong, Taiwan and Singapore. Mass merchandisers and lower priced store brands, sourced in a

third tier of medium to low cost, midquality exporters (Brazil, Mexico, low end producers in the NICs, plus the People’s Republic of China, and the ASEAN countries of Thailand, Malaysia, the Philippines, and Indonesia). 
 

Large volume discount stores at the lower ends of the market, making large volumes of standardized goods looked to countries like China, Bangladesh, Sri Lanka, and Mauritius. Low end retailers like Walmart and Sears initially sourced apparel in countries in the Caribbean and Central America--Dominican Republic and Guatemala and Jamaica.
 A process that has been called “specification contracting” developed:

… local firms carry out production according to complete instructions issued by the buyers and branded companies that design the goods; the output is then distributed and marketed abroad by trading companies, brand name merchandisers, large retailers or their agents. [This] “buyer driven commodity chain” is common in the garment industry. …foreign capital tends to control the more profitable export and marketing networks. 
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