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ABSTRACT 

 

An important question in development is how far can the contemporary global context create 

industrial development opportunities for the South, particularly for Low Income Countries? In an 

important sense, this can only be answered in non-abstract terms, since the institutional conditions 

facing particular industries at particular times are highly specific. In this research, a configuration of 

four regimes- the structural regime on production and trade in apparel, the labour regime, the neo-

statist European Union regime on production and trade in apparel and the neo-statist United States 

regime on production and trade in apparel- creates a window of opportunity for a Kenyan export 

oriented apparel industry. However, we must ask whether this industry is autonomous from these 

regimes to the extent that its gains can be sustainably embedded within Kenya, notably in terms of 

product and labour upgrading, or is it, rather, subservient to them?  

 

My theoretical discussion shows that the Global Value Chain (GVC) approach presents lead firms as 

the primary governors in GVCs, while International Relations theory presents regimes as the primary 

governors in issue areas. The discussion gives a Dependency interpretation of regimes, subsuming the 

GVC approach in that interpretation, and arguing that, as far as issue areas are concerned, ôexternalõ 

control-emergent regime governance of the GVC overrides ôinternalõ control lead firm governance. 

My empirical discussion shows that the upgrading of the Kenyan apparel industry has been 

insignificant, and that the governance of regimes on production and trade in apparel, while not a 

necessary condition, was a sufficient condition to undermine it. Nonetheless, the Kenyan 

Government and social movements can exploit systemic weaknesses, the former by negotiating for a 

single transformation of fabric and promoting export of folklore/ hand loomed/handmade 

products, the latter by demanding for the full implementation of minimum labour conditions.     
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1 INTRODUCTION AND METHODOLOGY 

 

1.1 INTRODUCTION 

 

This text is about apparel export promotion in a Low Income Country (LIC) in the light of 

international regime governance of the apparel Global Value Chain (GVC). It analyses product and 

labour upgrading trends in the Kenyan apparel industry, and determines the role of international 

regimes on production and trade in apparel, and the international regime on labour, in accounting for 

such trends. The text hopes to contribute to the understanding of the essential nexus between regime 

governance of the apparel GVC and upgrading.  

 

One of the central questions in contemporary development debate is the extent to which LICs can 

use the apparel industry as a launching pad for industrialisation. Historically, the industry has been 

the ideal ôstarterõ industry. Most recently, the Newly Industrialised Countries (NICs) of South East 

Asia (SEA) extensively promoted it in the 1960s and early 1970s, and made significant industrial 

upgrading (see Galenson, 1979; White, 1988). Essentially, industrial upgrading could be seen from 

two perspectives. There is the wider perspective of structural change of the national economy as a 

whole, as a country abandons the apparel industry to concentrate on more technologically advanced 

ones. This is the perspective taken by Ranis (1979), Scott (1979) and Wade (1988) in their analyses 

of Taiwan, as well as Michell (1988) in his analysis of South Korea. In theory, this would be 

accompanied by higher standards of living among citizens of such an economy, including better 

wages and working conditions for labour. Alternatively, upgrading could be seen in the narrower, 

sectoral lens of producing more value added products, or engaging in more profitable functions in 

the industry (such as brand marketing), which would also be accompanied by higher standards of 

living, including better wages and working conditions for labour in the industry. This text is 

concerned with the latter perspective. In addition, while in theory upgrading in this subsector can be 

buoyed by domestic demand, the debate the study engages in concerns exportism. 

 

At least two palpable contradictions that characterise the industry are central to an analysis of LICsõ 

upgrading opportunities through apparel exportism. First, theoretical innuendos from the 1950s 
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suggested that the North was to hand over the industry to the South. In Vernonõs (1971) Product 

Cycle theory, for instance, an industrialised country carves out a niche for a product it exports and 

uses Foreign Direct Investment (FDI) to produce for local markets abroad. Then the industrialising 

country builds a comparative advantage of its factor proportions of cheap labour, and starts 

exporting to the country where the product originated, by which time the developed country has 

switched to another product. In reality, however, laissez faire Product Cycle is utopia. The only 

Product Cycle explanation that makes sense in the real world is the managed (through industrial 

policy) ôflying geeseõ version developed by Japan (Kojima, 1977) that gave birth to NICs. This was a 

doctrine for managing the international economy by deliberately hiving off industries to less 

industrialised countries as the industrially advanced countries move on to higher levels (Biel, 2000). 

 

Thus in the real world, the North has handed over the industry only partially. The main mechanism 

used to achieve this is trade restriction. The main violations of the supposedly free trade that the 

General Agreement on Tariffs and Trade (GATT) espoused began in the 1950s and early 1960s, 

initially covering cotton products only (under mechanisms of ôvoluntaryõ exports, Short Term 

Arrangement on Cotton Textiles (STA) and Long Term Arrangement (LTA)). Restrictions for 

manmade fibre and wool-based products began in 1969 culminating in the Multi-Fibre Agreement 

(MFA) of 1974 (Aggarwal, 1985). The Agreement on Textiles and Clothing (ATC) phased out the 

MFA between 1995 and 2005. These violations were directed mainly at Asia, which had inherited 

the bigger share of the industry from the North. Since capitalism thrives partly on social Darwinism 

(it is the fittest who survive), some Asian countries applied false labelling (to change the apparent 

country of origin) and/or relocated some production to non-MFA signatories or countries whose 

quotas were not fully utilised (Dicken, 2003). It is this response that is responsible for the first main 

wave of apparel exportism in Sub-Saharan Africa (SSA). Kenya was hit by the first MFA-related 

wave from India, Pakistan and Sri Lanka in 1993 (Government of Kenya (GoK), ca. 2000).  

 

The other contradiction is that multilateralism is dovetailed into regional spheres of accumulation 

that contradict it. First, since at least the early 1980s, there was the European Union (EU) 

Generalised System of Preferences (GSPs) that offered ôpreferentialõ quotas and duty reduction on 

African apparel imports. However, by the time the spontaneous spread of the chain reached Kenya in 

1993, the local supply chain was non-existent; hence Kenya could not meet this GSPõs demand for a 
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double transformation Rule of Origin (RoO). Therefore, the countryõs exports under this GSP were 

puny, at best reaching only three percent share of SSA exports (Authorõs calculation based on United 

Nations Statistics Division- Commodity Trade Statistics (UNSD-COMTRADE) database). Then 

secondly, the United States (US) GSP, initially instituted in 1976, was improved by the African 

Growth and Opportunity Act (AGOA) in 2000. AGOA marked the second investment wave in SSA 

because it was more liberal than previous GSPs. The inclusion of apparel was missing in previous US 

GSPs. In addition, the complete removal of landed duty, and the exempting of LICs, such as Kenya, 

from a double transformation RoO were missing from previous US and EU GSPs. The first wave of 

AGOA-related investment boom in Kenya came from Sri Lanka in 2001, while the second came 

from India in 2002. Especially because of AGOAõs RoO exemption, nearly 100 percent of apparel 

exports from the country since 2002 go to the US, for example, 99 percent in 2002 (Gibbon, 2003).  

 

The scope of Kenyan industrial upgrading offered by these two investment waves- themselves fuelled 

by the two contradictions- within systemic governance of international regimes has never been 

analysed. Focusing on the period 1992-2007, this thesis seeks to address this gap. It addresses two 

key questions. Firstly, what has been the trend on selected aspects of upgrading in the Kenyan apparel 

export industry between 1992 and 2007? Specifically, on product upgrading, to what extent have 

exports expanded? Furthermore, on product upgrading, and using the proxy of movement from 

assembly of imported inputs to Original Equipment Manufacturing (OEM) (specifically local 

integration, fabric value addition, export of folklore/hand loomed/handmade products and 

integration into the GVC), to what extent has unit value increased? In addition, in relation to labour 

upgrading, what has been the experience of implementing labour standards as represented by labour 

conditionalities enshrined in AGOA? Secondly, why has the trend arisen?  

 

Evidence shows that on product upgrading, apart from export expansion, the industry has not 

upgraded; the industry has not been locally integrated, fabric value addition is minimal, the country 

has exported only 3 out of 35 eligible folklore/hand loomed/handmade products, and integration 

into the GVC is poor. On labour upgrading, apart from the non-employment of children in apparel 

Export processing Zones (EPZs), no other AGOA labour conditionality has been met fully. 
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In deciphering these trends, this thesis uses a synthesis of GVC analysis and a Dependency 

interpretation of Regime literature. It posits that control lead firm GVC governance is nested within 

a pluralistic mode of control-emergent international regime GVC governance that is aimed at 

Northern accumulation, perpetuation of dependency and attainment of milieu goals of, among 

others, social reproduction of labour and low-level international social order. The structural regime 

on production and trade in apparel, and the EU-based and the US-based state-centric regimes on 

production and trade in apparel co-opt emergent industrial clustering in the South, while 

simultaneously restricting any substantive unsupervised industrial upgrading in the region. In 

addition, top-down Northern state policy accompanying state-centric regimes is meant to engender 

industrial cluster dynamism where it fails to emerge spontaneously. Thus a delicate balance is 

pursued: the structural regime pushes for a managed multilateral approach within the GATT/ World 

Trade Organisation (WTO) to co-opt general global industrial spontaneous emergence, while the 

state-centric regimes pursue state-centred protectionist agreements to both co-opt general global 

industrial spontaneous emergence and engender it where it has failed to emerge. These regimes 

dictate lead firmsõ GVC governance of export volume, as well as the chainõs geographical spread.  

 

State-centric regimes are also configured to restrict substantive Southern accumulation in another 

sense by introducing conditionalities against sweatshop labour, so that the South cannot maximise on 

its cheap labour. This configuration on labour standards, although partly related to the interest of 

international regimes on production and trade in apparel of restricting accumulation in the South, 

mainly operates within its own international regime on labour standards. Its overriding systemic 

objective is that, while achieving only minimum work conditions will restrict any substantial 

accumulation, it will also guarantee both social reproduction of labour and social order. This regime 

largely dictates lead firmsõ GVC setting and enforcement of labour standards in the chain.  

 

The implication of such regime governance on upgrading in LICs is that, in pursuit of Northern 

accumulation, instrumental barriers created by the three regimes on production and trade in apparel 

constrain LICs to pick up. These include quota limitations for the structural regime (up to 2005), 

and quotas and a restrictive RoO for the neo-statist regimes. It also implies that, in pursuit of global 

accumulation, the emergent nature of the structural regime leads to the emergence of major players 
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(currently China) who crowd LICs out of destination markets. These two implications mean that 

product volume and value upgrading in LICs is a Herculean task. However, because of the urgency to 

promote systemic milieu goals, the US-based regime has relaxed the RoO for SSA, until 2012, and 

hence Kenya has achieved limited volume upgrading. They also mean that this regime governance 

leads to the race to the bottom in LICs. This is what unites the inhibition of product upgrading with 

the inhibition of labour upgrading. However, in pursuit of milieu goals, the regime on labour calls 

for labour upgrading in such countries. But in juggling, on the one hand, Northern and global 

accumulation, and on the other hand, labour upgrading, the system is petrified by undermining the 

former than a failure to achieve the latter; hence labour conditions rarely improve in practice. Thus 

regime governance is a determinant of both product and labour upgrading.  

 

This thesis therefore argues in support of the hypothesis that the governance of regimes on 

production and trade in apparel, while not a necessary condition, was a sufficient condition to 

undermine product and labour upgrading in Kenya between 1992 and 2007. At the same time, the 

thesis shows the potential for Southern manoeuvres to embed development. In particular, the Kenyan 

Government and social movements can exploit systemic weaknesses, the former by negotiating for a 

single transformation of fabric and promoting export of folklore/ hand loomed/handmade 

products, the latter by demanding for the full implementation of minimum labour conditions. Above 

all, the knowledge possessed by Southern actors about the functioning of these regimes gives hope 

for success in future struggles to upgrade industry. 

 

In the remaining part of this chapter I will present the methodology employed in the research, which 

includes the main concepts of the research, and an overview of the chapters ahead. 

 

1.2 METHODOLOGY 

 

1.2.1 Research Design  

 

Some research topics may require a combination of designs that might not fit into any conventional 

design (Blaikie, 2000), which is why this thesis adopted a mixed research design. However, while a 

battery of designs are present (archival analysis, secondary analysis, content analysis, case study, cross 
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sectional analysis, longitudinal analysis), the overwhelming designs are longitudinal and case study. It 

is longitudinal because it relates to change over time (in retrospect) from 1992 to 2007. However, as 

it is also a case study of the Kenyan apparel industry, the complete label is ôlongitudinal case studyõ.  

 

The term ôcase studyõ is used here in one of the two senses I will use in this thesis- as a research 

design. In this regard, it is an embedded case study- it has a subunit of analysis (workers and 

management in one firm), while still treating the holistic case (the Kenyan apparel export industry) as 

a single case study (see Yin, 2003). All generalisations in the thesis, including those of the sampled 

workers, are dependent on what Yin (2003) calls ôanalytical generalisationõ or what Mitchell (1983 

cited in Blaikie, 2000: 223) calls ôlogical inferenceõ as opposed to ôstatistical inferenceõ. The second 

use of the term ôcase studyõ is as a mode of data selection (see section 1.2.5.1 below).  

 

1.2.2 Research Strategy 

 

The overarching research strategy used in this thesis is deductive analysis since, although one of the 

research questions is of the ôwhatõ type, the central one is of the ôwhyõ type. ôWhyõ questions 

investigate the causes of, or the reasons for, the existence of regularities in a phenomenon. They are 

normally preceded by ôwhatõ questions as we need to know what is going on before we can explain it. 

Deductive strategy is based on an observed regularity which begs an explanation, and hence theory 

testing through hypothesis testing, as existing theories cannot account for these regularities. We reach 

an explanation by constructing a deductive argument whose premise will be either well-established 

abstract propositions or hypothetical propositions that can be tested; and not necessarily in the strict 

sense of the conventional cause and effect explanation (Blaikie, 2000: 25, 61, 74, 76).  

 

Deductive strategy is in contrast with inductive strategy. The latter is grounded in the Positivism of, 

among others, Bacon and Durkheim. Positivism relies on the ontological assumption of an ordered 

universe made up of discrete observable events experienced by the senses. This order, it is argued, can 

be represented by generalisations about the relationship between concepts. Its epistemological 

assumption is that knowledge is produced through the use of human senses and by means of 

experiments and comparative analysis. This means that statements based on observations become 

theoretical statements about order in reality (see Blaikie, 2000: 62, 102-3, 111-2). 
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Deductive strategy is grounded in Critical Rationalism, developed primarily by Karl Popper in the 

20th century. Critical Rationalism accepts most of Positivismõs ontological assumptions, with the 

exception of the assumption that senses are a secure foundation for scientific theories. However, it 

differs in a fundamental way from Positivism epistemologically, as it makes no distinction between 

observational and theoretical statements (that is, observations occur within a horizon of expectations, 

or, better put, they are theory dependent). Deductive strategy, therefore, assumes that descriptions 

involve some point of view, and hence pure description is impossible. In a word, researchers should 

impose theories on the social world rather than wait for it to reveal its regularities (Blaikie, 2000: 

104-7, 111-2). Critical rationalism, using deductive reasoning, posits that the theory that offers least 

resistance to falsification should be preferred as the most probable explanation of the issue at hand.  

 

However, deductive strategy accepts that ôwhyõ questions can be preceded by ôwhatõ questions. Hence 

the strategy accepts using answers to the ôwhatõ questions of inductive strategy as topics for which 

answers to ôwhyõ questions are sought. According to Blaikie (2000), the ôwhoõ, ôwhereõ, ôwhenõ, ôhow 

manyõ and ôhow muchõ questions are just different forms of the ôwhatõ question. Within deductive 

strategy, therefore, this thesis employs the inductive strategy to answer the ôwhatõ questions that build 

up to the ôwhyõ question. First, I will endeavour to uncover the trends in product and labour 

upgrading in the Kenyan apparel export industry between 1992 and 2007. Then I will use the 

observed trends to test the hypothesis that the governance of regimes on production and trade in 

apparel was a sufficient condition to undermine upgrading in Kenya. 

 

1.2.3 Main Concepts and Conceptual Model 

 

1.2.3.1 Introduction 

 

There are two ways of operationalising concepts: conceptualisation and operationalisation ôproperõ. 

Conceptualisation is the formal definition of concepts in terms of how they are being employed in 

the research, whilst operationalisation ôproperõ concerns itself with transforming concepts into 

variables (see Blaikie, 2000: 133-6). While both strategies are present in the research, this thesis is 
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mainly concerned with the former. This is partly because the concepts employed are relatively 

abstract, and partly because hypothesis testing in the study is relatively informal. This thesis will be 

concerned with three main concepts- regimes, governance and upgrading. 

 

1.2.3.2 International Regimes 

 

Krasner defined international regimes as the explicit and implicit principles (beliefs of fact, causation 

and rectitude), norms (standards of behaviour defined in terms of rights and obligations), rules 

(specific prescriptions or proscriptions for action) and decision-making procedures (prevailing 

practices for making and implementing collective choice) around which actor expectations converge 

in a given issue area (Krasner, 1982a)1. In addition, an issue area is ôan organised or partially 

organised system of interactionõ (Cox, 1972: 207). Aggarwal defined international regimes as ôrules 

and procedures that regulate national actionsõ, and meta-regimes as ôprinciples and norms underlying 

the development of regimesõ (Aggarwal, 1985: 16, 18). More recently, he has defined regimes as the 

ôsets of rules and procedures around which actorsõ expectations convergeõ, and meta-regimes as the 

ôprinciples and norms that guide the entire regimeõ (Aggarwal, 2010: 263, 263-4).  

 

This thesis agrees with Aggarwal that principles and norms should not be included in the definition 

of regimes, for they are only but the fund from which actors draw on in international regime-

formation. However, it differs with him by arguing that Krasnerõs recognition of the implicit facet of 

regimes should be retained, for the process of drawing on is both implicit/informal and 

explicit/ formal. The informal process is the emergent, and the key, facet of regimes, while the formal 

one, which is the actual formulation of rules and procedures, constitute the control facet of regimes. 

Thus if the thesis was to adopt this classic International Relations way of defining regimes, it would 

define them as the ôimplicit and explicit rules and procedures around which actorsõ expectations 

implicitly or explicitly converge on a given issue areaõ. However, the thesis has chosen to emphasise 

the fact that regimes are primarily social institutions, rather than the more technical ôrules and 

                                                      

1 International Relations has defined regimes in other ways. See, for example, Gilpin (2001), Puchala and Hopkins 

(1982) and Young (1982). 
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proceduresõ side of regimes emphasised in mainstream International Relations theory. In this regard, 

it is crucial that we be clear on how the thesis will define regimes.  

 

In the social sciences, the term ôregimeõ can mean at least five things. First, a regime is any form or 

system of government or administration. Second, it is any set of rules about, say, tax, food, exercise et 

cetera; a ôdesigned mode of organisationõ. These two are the broad definitions in common speech in 

political economy. However, they are not intended in this thesis. Third, a regime is an ôemergent 

mode of organisationõ. This relates to the Régulation approachõs specific use of the term ôregime of 

accumulationõ. In this case, it is not only emergent, but also the time dimension is crucial because it 

assumes it to be a long cycle dealing with technology and institutional practices such as corporate 

structures and others. This concept is used in this thesis, but it is not the primary sense of regimes 

that is intended.  

 

The sense which is intended partly relates to the fourth definition: regime as a ôdesigned mode of 

governanceõ. This is an institutional structure under which, for example, trade operates at a particular 

time, such as the WTO. Krasnerõs (1982a) and Aggarwalõs (1985; 2010) definitions are intended to 

capture this definition. True, Krasnerõs definition partly captures the emergent facet of regimes- in so 

far as it makes reference to the reserve of principles and norms, and to the fact that rules, procedures, 

principles and norms can, at times, be implicit. However, mainstream International Relations 

scholars- who mainly come from knowledge-based and rule-based schools of thought- apply this 

dominant International Relations definition to situations where actors are explicitly self-interested in 

bringing order in international relationships. As a result, they emphasise agency. For example, while 

Aggarwal labels the period 1950-60- prior to the STA- as the period of ônonexistence of a textile 

regimeõ, or the period of ôno distinct textile regimeõ (Aggarwal, 1985: 22), this thesis would maintain 

that the textile-apparel structural regime he is referring to was fully operational during that period, 

since its core facet- the emergent one- had existed from as far back as the 1930s, through, among 

others, ôvoluntaryõ export restraints; the formulation of the STA was just but the arrival of the 

control facet.  

 

Thus the intended sense partly relates to the fifth definition: regime as an ôemergent mode of 

governanceõ. This is the strictest sense intended, and it refers to an emergent structure, for example, 
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the way industrial clusters evolve. It is the sense behind the critique of the tragedy of the commons 

(Hardin, 1968) at the international level, and the work of Nobel laureate Elinor Ostrom has clearly 

demonstrated this. Note that both the third and the fifth definitions share the common characteristic 

of emergence. A regime of accumulation is structured according to time, and it links to the long 

cycles, and to the International Political Economy (IPE). Regimes would flourish within those cycles. 

For example, industrial clusters flourish particularly in the kind of context of the crisis of the 1970s. 

The subsequent regime of accumulation merely co-opted them.    

 

An international regime, therefore, is partly a designed institutional structure and partly an emergent 

social institution of transnational scale that creates order at that level, on the premise of the absence 

of a sovereign transnational order. Regimes may or may not be followed by the establishment of an 

international organisation. They respond to the problem of disorder at the international level in the 

Hobbesian paradigm of International Relations theory. The Hobbesian stateõs role is to maintain 

order. However, historically, regimes became important because of the characteristic institutional 

form of resolution of the conflictual nature of classical imperialism. In brief, international regimes are 

partly based on the need for the North to have structures to control, among others, industry, and 

thereby achieve order at international level. This is particularly the case given that the post-War 

Northern state is preoccupied with maintaining social cohesion at home. If industry is not properly 

controlled, this might lead to disorder at international level and social alienation due to 

unemployment in the North, and hence Northern labour will make unnecessary demands.  

 

We also need to note that a regime can nest on a higher/wider regime. 

 

The concept of nesting can be understood from the perspective of a hierarchy of systems. The textile system is 

nested within the overall trading system, and the trading system, in turn, is nested within the overall 

international strategic system (concerning security matters). Actions countries take in these other systems 

influence behaviour in the textile subsystemé. Theoretically, one would expect problems in the ôhigher-levelõ 

system to evoke greater concern than problems in subsystems, and that countries would therefore endeavour to 

bring subsystem behaviour into line with objectives of the higher-level system (Aggarwal, 1985: 27).  

 

I need to emphasise that, although the regimes considered in this thesis are more akin to the designed 

structure definition than to the emergent structure one, this thesis shall highlight the interplay of 
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both definitions, while taking the latter as its primary understanding. For example, at one level, the 

WTO is an emergent institution, operating partly through hegemony and partly through 

voluntarism. If we view the great powers (effectively the Group of Seven (G 7)) as the effective actors 

in the balance of power model, the Prisonerõs Dilemma in classical imperialism is solved under US 

hegemony. The US leads in pushing for voluntary multilateralism but in a way that permits it to act 

unilaterally. In this model, the G 7 countries are equal to each other out of their rapacious behaviour, 

but in addition, six agree to abide by US unilateralism, because if they donõt there would be chaos. In 

its entirety, however, the WTO is not, strictly speaking, a regime. Rather, it is a disguised form of 

hegemony of the G 7, and effectively of the US, over other countries.  

 

This emphasis is crucial because some mainstream scholars discuss regimes in their true design-

emergent form, but what they refer to as ôregimeõ is not this form. Regarding the US state-centric 

regime in the apparel sub-sector, for example, Heron (2002: 756, 757) talks of ôthe 807/9802 

regimeõ and ôthe 807A regimeõ, in reference to the rules set out in the US-Caribbean Basin Trade 

Partnership Act (US-CBTPA) (see also Heron, 2006a). This relates to regime as a ôdesigned mode 

of governanceõ, and, perhaps, to regime as a ôdesigned mode of organisationõ, but certainly not to 

regime as an ôemergent mode of governanceõ.  

 

Nevertheless, Heron states that ôthe [807/9802 and 807A] regimes governing this [US-Caribbean 

Basin] trade to a large degree reflect particular configurations of power, involving the state and 

competing interest groupsõ (Heron, 2002: 765). This configuration of power, which he also refers to 

as ôthe domestic coalition of forces within the USAõ (Heron, 2002: 760), is the true regime that is 

reflected by the 807/9802 and 807A rules and procedures, not the other way round. He shows that 

it comprises mainly the associations of textile-apparel industry, one internationally oriented and 

representing the interests of retailers and apparel manufacturers, the other domestically oriented and 

representing the interests of textile manufactures and labour. It also comprises other ôspecial interestõ 

actors, such as US states which are hubs to the industry, together with their actors such as Senators 

and House Representatives, the Governors with their executive agencies, various government-business 

partnerships, and the Union of Needle Trades, Industrial and Textile Employees. It is an emergent 

structure because it arose as a spontaneous response to the emergence of OEM firms in Asia, who 

became the main suppliers of US retailers. However, this spontaneity was hijacked by actors who 
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actively designed the 807/9802 and 807A production sharing rules. However, even in the designing 

of these rules, Heron is clear that the process was an emergent one, full of uneasy compromises, with 

the domestic oriented players emerging as the eventual winners. It is, therefore, a true designed-

emergent regime, and it is the same regime that is reflected by AGOA. It is an international regime 

because, although the bargaining process is domestic, the scale of articulating it is international. In 

this case, the poorer Caribbean and African countries are mere regime ôtakersõ, a fact that Ruggie 

(1982) has, with candour, conceded. 

 

Similarly, the EU Preferential Trade Agreement (PTA) is a reflection of the EU state-centric regime 

of the EU countries, and its scale of articulation is international. The MFA is an international regime 

only to the extent that it serves the common interests of the North, and only to the extent that it is 

one of the incarnations of the structural regime on production and trade in apparel that crystallised 

in the 1930s and is still in existence.  

 

Finally, the thesis concentrates on the structural international regime on production and trade in 

apparel, the EU and the US state-centric international regimes on production and trade in apparel, 

and the international regime on labour standards. We will examine the extent to which perceptions, 

actions and strategies of selected regime actors demonstrate the governing influence of this 

international structure, as well as its implication on upgrading in Kenya. Regime actors will be 

classified as ôtakersõ (Kenyan state bureaucrats, entrepreneurs, Cabinet, Kenya Tailors and Textiles 

Workers Union (KTTWU) and workers), ôframersõ (the US/  EU Governments and their allies) and 

ôintermediariesõ (Non-Governmental Organisations (NGOs)). 

 

1.2.3.3 Governance 

 

GVC analysts define chain governance as the setting and/ or enforcing of parameters in a value 

chain, primarily by lead firms: 

 

We use the term [governance] to express that some firms in the chain set and/ or enforce the parameters under 

which others in the chain operateé [it] has something to do with exercise of control along the chainéThe 

question of governance arises when some firms in the chain work according to parameters set by othersé. In 
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short, governance refers to the inter-firm relationships and institutional mechanisms through which non-market 

coordination of activities in the chain is achieved (Humphrey and Schmitz, 2001: 2, 4).  

 

It is clear from this that control emanating from within the chain has been the preoccupation of the 

GVC analysis. Control coming from outside the chain is discussed as well but not given as much 

attention; as is emergence from both within and without the chain, which is only implicitly discussed. 

According to the GVC approach, the parameters to be set are product definition (mainly varieties, 

packaging and design), production process definition (mainly technologies to be used, quality 

standards, labour standards and environmental standards), time of production, quantity to be 

produced and price (Humphrey and Schmitz, 2001). According to Humphrey and Schmitz, the first 

four are the most basic, while the first two are, in addition, the most critical. Price is considered 

neither very basic nor very critical.  

 

The concept of regimes helps me to contribute to the debate by showing the interplay between 

control and spontaneous emergence. As far as issue areas are concerned, ôexternalõ governance, which 

is mainly regime governance, plays a greater governance role than the ôinternalõ governance, which is 

mainly control lead firm governance. I am broadening the governance concept to include the overall 

international structure of the specific issue areas affecting the chain. This thesis focuses on the two 

most important and/ or prominent issue areas in the apparel GVC: labour and international trade in 

the commodity (apparel). Within this structure the ôinternalõ control emphasised by the GVC 

analysis becomes only a portion of the structure. In the light of this perspective, the priority of 

parameters put forward by the GVC analysis is no longer maintained. In its place, and in respect to 

the issue areas of labour and trade in apparel, quantities to be produced and labour standards become 

critical. In addition, such governance encompasses another parameter implicit in the GVC analysis: 

the geographical spread of the chain. These three parameters will be the focus of this thesis.      

 

1.2.3.4 Upgrading  

 

The third and final main concept is upgrading. Industrial upgrading is defined by Gereffi (1999a: 

51-2) as ôa process of improving the ability of a firm or an economy to move to more profitable 



- 28 - 

 

 

 

and/ or technologically sophisticated capital and skill intensive economic nichesõ. There are two 

main ways of looking at upgrading. Gereffi considers the level at which upgrading is taking place, 

identifying four upgrading types: factory, inter-firm, local/ national and regional (Chart I below).  

 

(1) within factoriesñupgrading involves moving from cheap to expensive items, from simple to complex 

products, and from small to large orders; (2) within inter-firm enterprise networksñupgrading involves 

moving from mass production of standardised goods to the flexible production of differentiated merchandise; 

(3) within local or national economiesñupgrading involves moving from simple assembly of imported inputs 

to more integrated forms of OEM and OBM [Original Brand-name Manufacturing] production, involving a 

greater use of forward and backward linkages at the local or national level; and (4) within regionsñ upgrading 

involves shifting from bilateral, asymmetrical, inter-regional trade flows to a more fully developed intra-regional 

division of labour incorporating all phases of the commodity chain from raw material supply, through 

production, distribution, and consumption (Gereffi, 1999a: 52) (emphasis in original). 

 

However, Humphrey and Schmitz (2001), McCormick and Schmitz (2002) and Schmitz (2004) see 

upgrading from the perspective of what is to be upgraded, and hence identify four types: product, 

process, functional and inter-sectoral. Product upgrading is movement into more sophisticated 

product lines (which can be defined in terms of increased unit values); process upgrading is 

increasing production efficiency by reorganising the production system or introducing superior 

technology; functional upgrading is acquiring new functions, such as branding, marketing and design 

(or abandoning existing functions to increase overall skill content of activities); and inter-sectoral 

upgrading is where a firm moves into a different sector using the knowledge acquired in particular 

chain functions (Chart 1).  

 

Bringing these two perspectives together, I see similarities between them, as the arrows in the chart 

show. However, combining the two perspectives might create an impression that product upgrading 

takes place only at the factory and inter-firm enterprise networks levels (assuming that flexible 

production and differentiated merchandise involve more sophisticated products than mass 

production and standardised merchandise respectively). Similarly it implies that process upgrading 

takes place at inter-firm enterprise networks and local/  national economy levels, and that functional 

upgrading takes place at the local/  national level.  
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Source: Adapted from Gereffi (1999a); Humphrey & Schmitz (2001) 
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I want to correct this impression by stating that product, process, functional and inter-sectoral 

upgrading can take place at any of the levels identified by Gereffi, as I show in Chart 2 above. In 

reality, however, there are three important routes to upgrading (Chart 3 below). The most obvious 

route a factory, network, nation or region can use is to undertake process upgrading both as an end 

and as a means to achieve product upgrading. This is because it is insuperable to achieve product 

upgrading without process upgrading, as the progression is almost indissolubly related. In turn, 

product upgrading opens up possibilities for functional upgrading, which in turn opens up 

opportunities for inter-sectoral upgrading (ôAõ arrows). Infrequently, it is possible to achieve 

functional upgrading (ôBõ arrow) and inter-sectoral upgrading (ôCõ arrow) directly without first 

experiencing process and product upgrading. 

 

 

 

Factory   Process    Product          Functional      Inter-sectoral 

Network      

Nation 

Region 

Source: Authorõs  

 

I will pursue only three selected aspects of upgrading. The first two come from Chart 3 route ôAõ. 

The first is national product upgrading, defined as movement from small to large orders. Although in 

Chart 2 the size of orders is attributed to factory upgrading, I will nevertheless tackle it at the 

national level because the quantities involved in the unit case study of one firm are too puny for any 

meaningful analysis. The second is national product upgrading, defined as increased unit values as a 

result of moving from simple assembly of imported inputs to OEM2. This will involve an analysis of 

the extent of local integration of the industry (extent of exporting within RoO requirements and of 

availability of raw materials, especially the fabric), fabric value addition (unit price comparison in 

                                                      

2 By this I am effectively assuming that the increased unit values are linked to OEM production and both of these are 

associated with more complex products.   

B 

C 

A 

Chart 3: Upgrading routes 
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destination market and analysis of state of process technology), export of folklore/ hand loomed/ 

handmade products, and integration into the GVC (analysis of the rise of the top half of exports 

(ranked in value) as that of the bottom one falls, of product duty without AGOA ôpreferencesõ and 

of Chinese competition). The dotted red line in Chart 2 indicates both instances. 

 

Still, the image presented so far is vulnerable to the criticism of being empty of social improvement, 

incorporating not even the New Management Systems (NMSs) (Bielõs terminology) of Asia. These 

are the new flexible ways of managing labour that are different from earlier post-War Taylourist-

Fordist forms. NMSs constitute four main elements: Just in Time/ Total Quality Management 

principles; decentralised management, multi-skilling (production work integrated with quality 

control, for example), multi-tasking and team work; union recognition to involve, motivate and 

control workers, as well as lifetime employment to enhance commitment to the firmõs ideals; and 

exporting all the above, or as much as possible, to suppliers upstream (see Humphrey, 1995). Thus 

the second aspect of route ôAõ that is considered in this thesis is labour upgrading as part of process 

upgrading; as part of the reorganisation of the production process to increase production efficiency 

(dotted blue line in Chart 2). Within this, at least some aspects of NMSs such as labour multi-

tasking are subsumed. The point is that labour ôis no longer seen as a cost of production which 

should be minimised, but a resource which needs to be augmentedõ (Kaplinsky, 1995: 63).  

 

Flipping this, introducing NMSs is actually augmenting exploitation of labour beyond Taylourism 

and Fordism, and hence incompatible with its true upgrading. This critique can also be directed not 

only to the GVC analysis but also to other ôheterodoxõ approaches such as the New Institutional 

Economics (NIE), the New Political Economy (Sayer, 2001), and the Régulation approach. 

Furthermore, some aspects of NMSs such as granting lifetime employment are not necessarily meant 

to improve production process efficiency, but to enhance, again in an exploitative way, its 

commitment to capitalism. Moreover, anti-sweatshop conditionalities may improve production 

process efficiency and may boost commitment to capitalism, but they primarily serve other 

exploitative milieu interests in capitalism of ensuring social reproduction of labour and maintaining 

international social order. Therefore, this thesis analyses anti-sweatshop conditions independently of 
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the model in the charts above, since at this level, the GVC model loses its usefulness. This definition 

of upgrading can only be captured by the overall conceptual model incorporating the other two 

concepts of regimes and systemic governance. This is the third and final upgrading aspect pursued. 

 

1.2.3.5 Overall Conceptual Model 

 

The overall conceptual model adumbrated here shows upgrading opportunities under the two forms 

(product and labour) and various phases of regime governance (sort of mini regimes of 

accumulation) (Chart 4 below). The opportunities are represented by the dotted green lines. To start 

with, product upgrading is considered within three phases. Phase A is 1992-2001 where EU-

destined exports dominated. The structural regime on production and trade in apparel, reflected by 

the MFA from 1992 to 1994 and the ATC from 1995 to 2001, was in operation. The EU state-

centric regime represented by its PTA was also in operation. Upgrading opportunity was primarily in 

the form of increased unit values, and it was found within the framework of the latter regime as it 

required fabric double transformation. It was an opportunity because ôpreferencesõ compensated for 

the difficulty in implementing the RoO.  

 

In Phase B (2002-4), US-destined exports dominated. The structural regime, reflected by the ATC, 

and the EU and the US state-centric regimes, reflected by, respectively, EU PTA and AGOA, were in 

operation. Although AGOA was enacted in October 2000, it only became operational in 2001, and 

hence its impact was only felt for a whole year for the first time in 2002. The opportunity here was 

primarily export expansion and was to be found in AGOA because the Act gave the exemption to the 

RoO. While increased unit values still remained a considerable opportunity in theory, it was more 

prudent to gobble up the opportunity to export as much as possible to attract further investment. 

Presumably this might have influenced public policy to move the development of the local supply 

chain up the ladder of priorities. 

 

The final Phase C (2005-7) is characterised by US-destined exports retaining their dominance, but 

with both sets of exports (EU and US) experiencing a slight slump. The structural regime was still in 

place, this time under the WTOõs general rules and disciplines. The regimes reflected by EU PTA  
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and AGOA were still in place. Here, both export expansion and increased unit value were 

opportunities. The latter came to be an opportunity again because the assumption is that after the 

initial expansion of the industry, this phase should have been now concerned with developing fabric 

supply to buoy the industry when the RoO exemption was to cease in 2007. 

 

Turning to labour upgrading, the regime on labour represented by both the International Labour 

Organisation (ILO) and parallel initiatives was in operation throughout the period under study. 

However, the real labour upgrading opportunity came in 2003 when the advent of AGOA coincided 

with the putting in place of a more democratic Government in 2002 (see section 3.3.1). The latter 

opened up democratic space, and the parallel initiatives led by NGOs became relatively visible. It is at 

this international regime level, this thesis avers, that labour upgrading is useful to industrial capitalist 

production in a way conventional approaches refuse to recognise. This is through improved working 

conditions- in particular increased wages- as a way to boost its reproduction as well as limit Southern 

accumulation and maintain social order. Increased income is expected to have a multiplier effect of 

poverty reduction beyond the direct income earners. My theorisation overturns conventional analysisõ 

argument that justifies labour exploitation in EPZs on the ground that, at any event, most of such 

workers, working in such substandard conditions by Western standards, would have been either 

unemployed or employed under worse conditions in the absence of the zones. I will use AGOA 

labour conditionalities as reference point for the analysis of labour upgrading.  

 

As the model shows, each of the regimes on production and trade in apparel is influenced by neo-

liberalism and neo-statism, while the regime on labour is influenced by neo-statism, neo-corporatism 

and neo-communitarianism. Finally, the 1992-2007 time line whereby inside it are sort of ôminiõ 

regimes of accumulation of MFA, EU PTA, ATC, AGOA and post-ATC helps us demonstrate 

dependency of the Kenyan apparel industry in very specific terms. 
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1.2.4 Data Collection Methods 

 

Firstly, this thesis employs triangulation in the sense that I will be combining quantitative and 

qualitative methods of data collection and analysis, and not in the sense of minimising bias of 

particular methods as is the standard application in most social science research. Triangulation, it is 

propounded, corroborates data and enhances validity as well as elaborating so as to  expand 

understanding of the case by providing different perspectives (see Rossan and Wilson 1985 cited in 

Blaikie, 2000). However, Blaikie contends that triangulation has the danger of mixing up ontology. 

In its place, he recommends combining strategies in sequence; it is safer as it involves switching from 

one ontological assumption to another between stages. It is the approach I shall adopt. In Chapter 

Four, the data is mainly quantitative, while in Chapter Five, the data is almost entirely qualitative.   

 

Secondly, Blaikie notes that, while qualitative research methods of data collection are more likely to 

be used within the inductive strategy with its ôobjectiveõ observation ontology, if the overall strategy is 

deductive, the meanings emanating from such qualitative data can be treated within the latterõs 

ontology; some sort of ôontology superimposed over ontologyõ. In accord, in Chapter Five, analysis of 

the perceptions, actions and strategies of actors is inductive, but the meanings emanating from the 

analysis are being treated deductively. 

 

Thirdly, I adopted three methods for collecting primary data. The first method was content analysis 

of original documents. While some of these- such as US and EU import data, the MFA and AGOA- 

were in electronic form and therefore available to the public, most of those in print form were not in 

public circulation. These include Kenya Development Plans, Sessional Papers, Statistical Abstracts, 

Cabinet Papers, Parliamentary Acts and archival documents. They also include private documents, 

personal documents and Kenya Human Rights Commission (KHRC) documents. The second 

method was focused interviews for different categories of representatives: management in the case 

study firm; the Government corporation mandated to oversee EPZs- EPZ Authority (EPZA); the 

Ministry of Trade and Industry (MoTI); trade association- Kenya Association of Manufacturers 

(KAM); trade union- KTTWU; KHRC; and production workers in the case study firm (see 

appendix A). The third and final method was my own informal observation. Primary data was 

combined with various sets of secondary data.  
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1.2.5 Data Selection 

 

1.2.5.1 Selection of NGO and EPZ Firm 

 

I could not research all EPZ firms and anti-sweatshop NGOs in Kenya owing to time and resource 

constraints, but more importantly the scope of the research. In this regard, out of the approximately 

ten anti-sweatshop NGOs, I purposefully selected one of them- KHRC- because it is the most active 

and organised on this issue area. It is treated in this research as an illustrative NGO actor in the 

labour regime, not a detailed case analysis. Out of the 20 firms operating in Kenya in April 2007, I 

purposefully selected one of the most vibrant firms- Protex EPZ Ltd (see appendix B for its 

structure).  

 

I regarded case study at this point, not as an aspect of research design, but as a special approach to 

selecting data. This is in contrast to those who view it as a technique of data collection, and is in 

accordance with theorists who see it in the sense I am proposing. For instance Goode and Hatt 

(1952 cited in Blaikie, 2000: 215) see it as ôa way of organising social data so as to preserve the 

unitary character of the social object being studiedé[it] views any social unit as a wholeéa person, 

a family, or other social group, a set of relationships or processesé[or] cultureõ. Similar to the earlier 

instance when case study was taken as a research strategy, I relied on ôanalytical generalisationõ when 

analysing interviews with the case study firmõs management and workers.  

 

1.2.5.2 Population and Sampling of Workers 

 

There are four zones that have apparel EPZ firms. These are Athi River, Nairobi, Mombasa and Voi 

(Map 1 below). The target population was the approximately 20 000 EPZ apparel workers in Kenya 

in 2007. The accessible population was 1 064 workers in Protex EPZ Ltd in Athi River EPZ.  
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Map 1: EPZs with apparel firms (2005) 

 

 

Sources: University of Texas (1988) (map); EPZA, 2005b (information on EPZs) 

 

 

Nairobi: various EPZs, 

6 firms (some multi-

plant) 

 

Athi River: 1 EPZ, 7 

firms  

 

 

Voi: 1 EPZ, 1 firm 

 

 

Mombasa: various 

EPZs, 12 firms (some 

multi-plant) 
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The rationale for defining and identifying the accessible population from the target population was 

partly based on theories of industrialisation, especially neo-Schumpeterian ones (see Chapter Two). 

These suggest that apparel industry workers at the assembly promotion stage of a LIC exhibit similar 

and often the same characteristics. Studies have indicated that the workers are highly skewed in terms 

of sex, age, level of exploitation and the like. In one global study, for example, United Nations 

Industrial Development Organisation (UNIDO) notes that ô[f]or the particular industrial activities 

that dominate the zones, the companies have, at least to date, shown an overwhelming preference for 

young womenõ (UNIDO, 1980: 12). Therefore, the choice of any one firm in Kenya, whatever its 

size, as the accessible population guarantees population validity.  

 

I then carried out random sampling of workers in this firm. In doing so, I had envisaged that the 

fieldwork data would generate substantial quantitative results. However, as I continued with data 

collection and later analysed it, it occurred to me that very little of this data from the workers would 

be represented quantitatively- such as in numbers that can be quantified and summarised, with the 

final results being expressed in statistical terminologies (see Golafshani, 2003). Thus although I had 

arrived at the number of workers to interview after consideration of a battery of issues relevant to 

statistical analysis, such as those raised by Blaikie (2000) and Bouma (2000), and after employing the 

social science formula for calculating population sample (see Bernard, 2006: 178-83; Blaikie, 2000: 

208-10; Mugenda and Mugenda, 1999: 42-3), I organised that data qualitatively. The sample was 

71 workers; 33 females and 38 males. 

 

Therefore, I have ignored the detailing of the random sampling procedure in writing this thesis 

because it was initially taken to ensure repeatability, which was no longer relevant for the qualitative 

approach I eventually adopted. According to Golafshani, the question of replicability in the results 

does not concern a purely qualitative approach, such as the one I adopt here with regard to workers. 

What is important, is credibility. This is because  
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qualitative research uses a naturalistic approach that seeks to understand phenomena in context-specific 

settingsé [it is] any kind of research that produces findings not arrived at by means of statistical procedures or 

other means of quantificationé [Rather than seeking] causal determination, prediction and generalisation [it 

seeks] illumination, understanding and extrapolation to similar situations (Golafshani, 2003: 600).  

 

It was also not possible to interview workers inside the factory; management is quite hostile to such 

arrangements. In addition, workers feared victimisation. Moreover, workers are not expected to be 

free to speak their mind in such circumstances. Therefore, I interviewed a few workers in their homes 

one by one, and most in batches at an agreed restaurant. The interviews were carried out between 2 

and 22 April 2007. It is also important to note that the experiences of the sampled workers were not 

restricted to Protex. This is because most have worked for at least two EPZ firms, and argued that 

their experiences cut across their employment, since the difference between firms is minimal.     

 

1.2.6 Data Reduction and Analysis  

 

The study yielded both quantitative and qualitative data. I first read through the qualitative data to 

familiarise myself with it. I then grouped it into categories, themes and patterns. Next, I established 

relationships between these groups on the one hand, while establishing their relationship with the 

concepts of the research on the other hand. I had used the Statistical Package for Social Science 

computer program to analyse quantitative data emanating from workers, but I have not used this data 

in the thesis because I changed strategy, as I have already explained. I also used the Excel computer 

program to analyse quantitative import data. All data was analysed in the light of the hypothesis and 

the research questions.  

 

1.3 ORGANISATION AND SUMMARY OF THE REST OF THE THESIS 

 

Having given the introduction and methodology of the study in this chapter, I will present in 

Chapter Two the theoretical framework. Most data will be secondary. I will begin with a 

classification of theoretical formulations on global industrial relocation. While not exhaustive, it will 

nevertheless show the two broad classifications of macro and meso/micro approaches. The chapter 
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will propound that the Kenyan case is best analysed by the micro/meso-institutional approach of 

GVC. A counterpoint analysis will show that the GVC analysis is not clear on how we should 

theorise ôexternalõ chain governance. The chapter will propose that this ôexternalõ governance is mainly 

regime governance seen from a Dependency perspective. Elements of both structure and agency on 

both sides of the regime-dependency divide result in control-emergent regime governance that, as far 

as issue areas are concerned, overrides control lead firm governance in pursuit of Northern 

accumulation and perpetuation of dependency. This regime governance is overlaid with the control 

dimension issuing from contemporary forms of Northern state strategic selectivity. The chapter will 

then show the relevance of a Dependency framework for the upgrading debate. On the one hand, 

firstly, it helps us to see international regimes as institutions that embody, and act as instruments of, 

the will of the core to dominate the system. This means that product upgrading in the South, 

especially in LICs and LDCs, is a Herculean task. Secondly, it shows us that the parameters of 

contemporary IPE are more complex than those described in classic Dependency literature of the 

1970s. However, far from necessarily facilitating upgrading, this factor may undermine it: in 

particular, the dependency of the apparel industry of a number of LICs, especially those of SSA, 

which include Kenya, on a new Asian sub-core, may further limit such LICs in their pursuit of 

product upgrading. On the other hand, a Dependency framework helps us to see possibilities 

inherent in this objective situation, and hence it inspires Southern agency in its struggle to embed 

industry, especially in its struggle to upgrade labour. The chapter closes with the hypothesis that the 

governance of regimes on production and trade in apparel, while not a necessary condition, was a 

sufficient condition to undermine product and labour upgrading in Kenya between 1992 and 2007. 

 

Chapter Three will be on the evolution of the main regimes affecting the apparel industry, and of the 

Kenya apparel industry. In part one, first, the chapter will show the historical evolution of these 

regimes, beginning with the wider GATT/WTO regime. Then, it will show how the three regimes 

on production and trade in apparel- reflected by ôvoluntaryõ restraints/ STA/ LTA/  MFA/  ATC/  

post-ATC, EU PTA and AGOA- have both evolved and nested within the GATT/WTO. It will 

then describe the regime on labour, which is only partly nested within the GATT/WTO. Second, it 

will show that under the regime instrumentality facet of these regimes, central capitalismõs interest is 

to keep the periphery constantly in the same role, albeit in changing forms. Third, the chapter will 
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show major trends in global production and trade in apparel in the last 50 years as a result of these 

regimes. The trends come in five phases. In the first phase (up to 1960s), Japan began to be 

displaced by NICs as a result of Japanese ôvoluntaryõ export restraints. In the second phase (1970s), 

NICs reign, facilitated by the MFA. In the third phase (1980s), China, conditioned by the MFA, 

began to emerge and to challenge two of the NICs. Phase four (1990s) saw the emergence of India 

and Turkey, conditioned respectively by the MFA and the MFA accelerated by EUõs outward 

processing arrangements. The MFA was also responsible for the first main wave of apparel exportism 

in Kenya. In the current phase (since 2000), China takes the lead and Mexico emerges as a dominant 

exporter. Also, Kenya starts exporting apparel worth a few hundred million US dollars. The MFA 

fuels the emergence of all these, but the process is accelerated by liberalisation (China) and US 

outward processing arrangements (Mexico and Kenya).  

 

In part two, the chapter gives the evolution of the Kenyan apparel industry. Most of the sources of 

data here are primary and in limited circulation. The chapter shows that the first investment in a 

textile-apparel Import Substitution Industry (ISI) was in 1960. Since there was minimal link between 

the textile and apparel subsectors before 1970, protective measures taken in 1977 improved the 

linkage drastically and increased the size of the industry to about 18 percent of manufacturing 

employment in 1983. In 1980, among other things, reliance on domestic fabric was about 100 

percent, and 98 percent of sales turnover went to domestic consumption. In a word, it was a classic 

ISI model. Importantly, labour repression played a key role in sustaining it. In the switch to Export 

Oriented Industrialisation (EOI), Kenya internally liberalised its economy beginning in 1980, and 

industrial sector liberalisation was inaugurated in 1988. Manufacturing under Bond (MuB) was 

introduced in 1989 and EPZs set up in 1991. As exportism was promoted, ISI firms, including 

textile-apparel ones, crumbled, beginning in the mid 1980s. Only six integrated mills and two 

spinners were in operation by 2006. Despite losing its composite nature, the sector is the second 

biggest employer in the manufacturing sector, and the fourth largest industrial segment. In the 

apparel export segment of this sector, much of the exportism is concentrated in the EPZs, with nearly 

100 percent of EPZ exports going to the US, and EPZ firms as the main players under AGOA. Also, 

EPZ apparel firms account for over 50 percent of the EPZ programme on all indicators. They also 

contribute 30 percent and 5 percent to non-food manufacturing and national exports respectively. 
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Whilst Kenyaõs exportism is insignificant by global standards, it plays a significant role in SSA. 

Finally, apparel firms in Kenya are inserted into the GVC in a ôcaptiveõ way, they are controlled by 

South Asian capital and have no home workers.  

 

Chapter Four will be on upgrading. Almost all of the data is primary. This chapter will use six 

proxies in six sections. Section one will be on product upgrading as export expansion. The section 

will show that between 1992 and the peak of the growth in 2004, the expansion was 1005 percent. 

US-destined exports increasingly become the lifeline of the industry in the AGOA period (from 

2002) taking a share of over 95 percent. In 2007 Kenya was the second most dynamic SSA country 

in respect of US-destined exports, and experienced the highest growth- 329 percent- at the acme of 

the AGOA boom (2002-4). Although the growth began to slump from 2005 onwards following 

liberalisation of the sector, the country was the most resilient to the slowdown in SSA, experiencing 

the least slump (6 percent).  

 

Sections two to five will be on product upgrading as increased unit values as a result of movement 

from assembly of imported inputs to OEM production. Section two will be on local integration of 

the industry. This will involve an analysis of RoO implementation and local availability of the main 

raw material (fabric), including state policy on its provision. To some little extent, local availability 

of accessories will also be analysed. The industry is not locally integrated; EU PTA RoO was never 

implemented, the country relies on Asian fabric, and the public policy to reverse the dependence has 

so far been unsuccessful. Also, local input expenditure and local accessory sourcing is minimal. 

Section three will be on the extent of fabric value addition, using the proxies of unit price 

comparison in destination market and state of process technology. Unit price comparison with 

Chinese, Indian, Swazi and Mauritian products in the US market will reveal that Kenyan products 

have minimal ornamentation. The technology will be shown to be suitable for assembly-only 

production, and the country has not maximised on a multi-skilled labour force. Section four will be 

on export of folklores. It will show that the country has exported only 9 percent of eligible folklore/ 

hand loomed/ handmade products. Section five will be on the integration of the industry into the 

GVC. It will show that, overall, the top half of products arranged in order of value had a smaller 
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share of upgrading than the bottom half. The section will also show that there is no evidence that 

AGOA ôpreferencesõ are sufficient to guarantee the continued existence of the industry in Kenya in 

the near future, outside of manmade fibre and woollen apparel exports, that have high import duties 

in the US. This further compromises integration into the GVC post-AGOA. Moreover, the section 

will reveal that most of the Kenyan products with a share upgrading of at least 1 percent were among 

the Chinese categories that the North limited in 2005 (at least 83 percent). Therefore, from 2009, 

this upgrading is very likely to have been undermined.  

 

Finally, section six will be on labour upgrading. Apart from non-employment of children, no other 

AGOA labour conditionality has been fully met. Despite this situation, lead firm monitoring of 

conditions of work is superficial. Auditors concentrate on conditions of work, rather than the pay 

and hours of work; workers are never sensitised on labour codes of practice by management and lead 

firms do not seem to question this; auditors are not bothered to find out who actually works at firms; 

workers are coached by management on what to tell auditors and lead firms are not keen to stamp 

out the practice; and managementõs presence during auditing negatively interferes with the process.  

 

In the light of the upgrading results of Chapter Four, Chapter Five will first examine the extent to 

which actors demonstrate the governance of regimes, and second, seek to link the governance of the 

regimes on production and trade in apparel with the hypothesis that, while it was not a necessary 

condition, it was a sufficient condition to undermine upgrading in Kenya. Thus at one level it will be 

analysing the extent of regime governance, while at another level it will be discussing this regime 

governance by showing its implication on upgrading. Since the hypothesis is not that the governance 

of regimes on production and trade in apparel was a necessary condition, but rather that it was a 

sufficient condition, to undermine upgrading in Kenya, this analysis and discussion is the direct link 

between this chapter and the findings presented in Chapter Four. 

 

Beginning with an analysis of the extent of regime governance, with regard to the regimes on 

production and trade in apparel, the structural international regime on apparel will be analysed first. 

Entrepreneurs will be shown to have a mixed perception, on the one hand being aware of regime 

instrumentality as a result of the influence of neo-liberalism, while on the other hand, being caught 



- 45 - 

 

 

 

on the hop by the sector being liberalised, which is the emergent facet of the regime. Cabinetõs 

perceptions will also reveal an attempt at circumventing constrains imposed by the emergent nature 

of the regime. Bureaucratsõ attempt to initiate a common SSA strategy in the light of liberalisation 

will be a further indicator of circumvention of the constraints resulting from emergent evolution of 

the regime. Second, although some bureaucrats and entrepreneurs will propound an exalted place for 

Kenya as a regime ôtakerõ, their overall perceptions, actions and strategies will be shown to take into 

account the instrumentality of the US-based regime governance, particularly as a result of the 

influence of the neo-liberal/ individual neo-statist Northern state strategic selectivity. Third, we will 

look at two dialectical interplays, between, on the one hand, the structural regime and the US-based 

and the EU-based regimes, and on the other hand, neo-liberalism and collective neo-statist Northern 

state strategic selectivity influences within the structural regime. A Kenya Cabinet paper and US 

government actors will show the first interplay, which results in Kenya running away from the 

limitations of ôpreferencesõ to more limitations within regime emergence where Asia has ubiquitously 

inserted itself in the GVC as a somewhat secondary metropolitan. The EU Trade Commissioner and 

Kenya entrepreneurs and bureaucrats will show the second interplay, which results in the Southõs lack 

of a common accumulation strategy.  

 

On the implication of this regime governance on product upgrading, two similar implications will be 

shown. The first is that the industry in LICs is constrained to pick up, particularly as a result of the 

instrumentality issuing from these regimes. This led Kenya to pursue a contradictory strategy: one 

that simultaneously reflected a fantasy influenced by NIC sanguinity on the one hand, and one that 

was constrained particularly by the US-based regime, on the other hand. Policy documents in Kenya, 

statements of US- and to some extent EU- policy makers, and interviews with bureaucrats and 

entrepreneurs will demonstrate this. The other implication is that LICs are crowded out of 

destination markets by major players. This is mainly a result of the emergent facet of the regime, 

where currently China is responsible for this limitation. Bureaucrats, entrepreneurs and secondary 

sources will demonstrate this. These two implications mean that product upgrading in LICs is a 

Herculean task. Nevertheless, because of the urgency to promote systemic milieu goals, the US-based 

regime has relaxed the RoO for SSA, until 2012, and hence Kenya has achieved limited volume 

upgrading. 
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When we turn to the extent of the governance of the labour regime, the interplay of forms of 

Northern state strategic selectivity will still be seen to influence regime actors. First, neo-statist form 

influence will be shown by entrepreneurs and bureaucrats. Their views on the social clause are 

incongruent, but the clause is seen to influence their proposals on labour upgrading. Second, 

entrepreneurs, the union, bureaucrats and workers will show the influence of neo-corporatism. 

Entrepreneurs and some bureaucrats prefer ILOõs ôinternational standardsõ, while some bureaucrats 

prefer Special and Differential Treatment (SDT). While the union and workers will reveal the 

working of tripartism, entrepreneurs and the union will emphasise that the ILO is the central actor in 

neo-corporatism. Third, neo-communitarian form influence will be shown by bureaucrats, the union, 

the NGO and workers. They will all portray NGOs as the most active neo-communitarian actors.  

 

On the implication of the governance of the labour regime on labour upgrading, we shall continue 

with the regime-dependency theme of the previous three regimes. The interplay of the selectivity 

within the labour regime will be seen to theoretically provide for a Kenyan labour upgrading 

opportunity. However, the above two implications on product upgrading also mean that regime 

governance on apparel leads to the race to the bottom in LICs. In juggling labour upgrading in the 

South (which restricts Southern accumulation, and ensures labour reproduction and attainment of 

international social order) with the race to the bottom-driven Northern accumulation, capitalism is 

more petrified by undermining the latter than a failure to achieve the former, and hence labour 

conditions rarely improve in practice. This is what unites the inhibition of product upgrading with 

the inhibition of labour upgrading. It also shows regime governance as a determinant of both product 

and labour upgrading. The natural vanguard for labour upgrading would be unions. However, post-

War unionism has been rendered moribund, largely remaining a part of neo-corporatism. 

Nevertheless the regime of accumulation launched in 1980 saw the Northern state and its allies, such 

as NGOs, being influenced increasingly by neo-communitarianism. This provides the best 

opportunity so far to upgrade labour, and embryonic labour upgrading experimentation is ongoing in 

Kenya.  
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Thus the perceptions, actions and strategies of the actors selected will demonstrate regime 

governance that, as far as issue areas are concerned, overrides lead firm governance, and that is aimed 

at Northern accumulation, perpetuation of dependency and attainment of milieu goals. Hence the 

thesis will argue in support of the hypothesis that the governance of regimes on production and trade 

in apparel, while not a necessary condition, was a sufficient condition to undermine upgrading in 

Kenya. At the same time, this chapter will show the potential for Southern manoeuvres to embed 

development. Above all, the knowledge possessed by Southern actors about the functioning of these 

regimes gives hope for success in future struggles to upgrade industry. 

 

The text will close with Chapter Six, which will first summarise the preceding five chapters before 

giving conclusions and recommendations. It will conclude that the dominant theoretical approach in 

interpreting apparel chain governance and upgrading- the GVC analysis- is ill equipped to analyse 

systemic chain governance, that governance should be differentiated into systemic issue area chain 

governance (which is mainly control-emergent regime governance) and chain level control (which is 

mainly control lead firm governance), that regime governance largely determines chain upgrading 

outcomes, and that the knowledge possessed by Southern actors about the functioning of these 

regimes gives hope for success in future struggles to upgrade industry. It will recommend that the 

Kenyan Government and social movements can exploit systemic weaknesses, the former by 

negotiating for a single transformation of fabric and promoting export of folklore/ hand 

loomed/handmade products, the latter by demanding for the full implementation of minimum 

labour conditions.  
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2 THEORETICAL FRAMEWORK 

 

2.1 INTRODUCTION 

 

In this chapter, I venture to formulate the theoretical framework. First, without being definitive or 

exhaustive, I will show approaches to industrial diffusion. Second, I will detail the main approach I 

critique in this study- the GVC approach. I will concentrate on the ôexternalõ governance dimension 

of the analysis. Thirdly, I will show how the GVC approach could be enriched by a Dependency 

reading of Regimes theory. In particular, regime governance from structure-agency interplay within 

regime-dependency debate will be theorised, followed by a presentation of the relevance of a 

Dependency framework for the upgrading debate. Finally, a hypothesis will be drawn.  

 

2.2 APPROACHES TO INDUSTRIAL DIFFUSION 

 

In general, following the industrial transformation of the 1970s, most theories on industrial diffusion 

have taken on board an institutional perspective (Gereffi, 2005). Strong institutionalism is often 

associated with radical approaches, weak institutionalism with liberal ones. Another departure is the 

macro or micro/meso. I illustrate this medley in Table 1 below.  

 

The neo-Schumpeterian approach has been closely associated with research at the Science Policy 

Research Unit, University of Sussex since 1966 (for example Dosi et al (1988)). It analyses the 

systemic and cyclical nature of capitalism; periodisation of Fordism; the match between a technico-

economic paradigm and a socio-institutional framework; and the stability of a long wave of economic 

development. Also, it lays a heavy emphasis on the role of technology and technical standards in 

initiating, sustaining and separating long waves (Amin, 2000). Neo-Schumpeterians see the 

transformative role of technology in driving capitalism in the four broad types of progressively 

significant technological change: incremental innovations, radical innovations, change of 

technological system and changes in the techno-economic paradigm (Dicken, 2003) (see also Elam, 

2000; Freeman and Perez, 1988).  
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Table 1: Representative theoretical approaches to industrial diffusion 

 Micro/meso institutional & organisational Macro institutional 

Name Emphasis Name Emphasis 

Liberal/ Less 

institutional 

GVC Vertical networks  Neo-

Schumpeterian 

Role of 

technology & 

technical 

standards in 

driving 

capitalism 

Radical/ More 

institutional 

Industrial Districts Horizontal networks Régulation Capitalismõs 

instability, 

crisis & change 

Flexible Specialisation 

 

Horizontal networks; mass 

industrial production versus 

flexible specialisation 

Industrial Clusters Horizontal & vertical 

networks 

Source: Authorõs conceptualisation 

 

Neo-Schumpeterianism can be criticised. The most palpable criticism is that in practice, the forms of 

product innovation described above, also captured by the less grand laissez faire Product Cycle 

theorisation encountered in Chapter One, are rarely linear. Not infrequently, the progression of the 

rise and eventual fall in demand for a single product, as modelled by Product Cycle, for instance, is 

interrupted by the IPE cycle. This was what Froebel et al (1980) showed. Moreover, the partial 

recognition of socio-institutional factors by theoreticians like Freeman notwithstanding, the neo-

Schumpeterian approach is technologically deterministic and takes the survival of capitalism as given. 

It views the ôsocio-institutionalõ as subordinate to the ôtechnico-economicõ (Elam, 2000: 46). 

However, in managing capitalist systemic crisis, technology is not always useful. The solution in the 

1945 blockage, for instance, was a shift in international politics, represented in Keynesianism, which 

differs from the 1970s where technology, in particular technological management system, played a 

key role in the restructuring (Biel, 2000). Above all, neo-Schumpeterianism, being macroeconomic, is 

less useful to this thesisõs sectoral interest.  
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Régulationists agree with much of neo-Schumpeterianism: systemic and cyclical nature of capitalism; 

periodisation of Fordism; the match between a technico-economic paradigm (régulationists use the 

term ôregime of accumulationõ) and the socio-institutional framework (régulationists use the term 

ômode of régulationõ); and the stability of a long wave of economic development. However, they 

reject neo-Schumpeteriansõ technological determinism and the assumed survival of capitalism by 

taking on board Marxian dialectics to argue that the future of capitalism will be determined by the 

contestations of various actors at any particular moment (Lipietz, 1987b; 2000; Jessop and Sum, 

2006). The approach has four levels of analysis. There is the relative stability that capitalism 

experiences over a relatively long period, the regime of accumulation. The Parisian school (there are 

at least seven schools) distinguishes between two accumulation regimes: intensive (associated with 

Fordism) and extensive (associated with post-Fordism) (Jessop and Sum, 2006; see also Amin, 2000; 

Lipietz, 1987b). In the latter, capitalism expands mainly by spreading into new areas of activity and 

into new geographical areas using flexible labour. It is this type of regime of accumulation, therefore, 

that, we are to infer, offers greater opportunity for industry to diffuse from the North to the South. 

The other three levels of analysis are the dominant industrial paradigm/ labour process/ mode of 

accumulation (see Amin, 2000; Jessop, 1991; 2000; Jessop and Sum, 2006; Lipietz, 1987b), the 

mode of régulation (see Amin, 2000; Jessop and Sum, 2006; Lipietz, 1987b) and the mode of 

societisation (see Boyer, 2002).  

 

The mode of régulation is the most appropriate level of analysing systemic governance. However, as a 

ôcomparative institutionalõ theory3, the Régulation approach is focused on complete capitalist 

economies, or at least near complete ones, such as NICs. It has therefore very little explanatory power 

for a case like Kenya, where a substantial part of the economy is ôinformalõ. More importantly, the 

approach has done little to theorise international regimes which fall within this level of analysis. 

According to Vidal (2002), there has been only relative analysis of monetary regimes, in particular by 

Aglietta- one of its founders- and the stability and change in international economic relations.  

                                                      

3 Other ôcomparative institutionalõ theories that have gained prominence but will not be reviewed include National 

Systems of Innovations (Lundvall, 1992), Social Systems of Production (Hollingsworth and Boyer, 1997), Varieties of 

Capitalism (Hall and Soskice, 2001) and Business Systems (Whitley, 1992).  
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Following this brief review of these two macro institutional approaches, and since my interest is 

sectoral, I consider the micro/meso institutional approach as best suited for such analysis. There 

have been three main micro/meso institutional approaches to the analysis of industrial diffusion. I 

will deal with the first two briefly as I have done with the macro analyses, and reserve a considerable 

detailed examination for the last one in the next section, since it is one of the two central approaches 

in the text.  

 

The first approach emphasises horizontal networks. This comes in two strands. The first is Industrial 

Districts literature (Humphrey, 1995; Pyke and Sengenberger, 1992; Rabellotti, 1995; Sengenberger 

and Pyke, 1991) of late 1980s and 1990s that emphasises intra-cluster networks. The best cited case 

is that of Italy where small firms in the Emilia-Romagna region experienced tremendous export 

growth since the 1970s for such products as shoes, leather handbags, furniture, tile and musical 

instruments (Humphrey, 1995). Rabellotti (1995) defined industrial districts in terms of four key 

factors: a cluster of mainly small and medium enterprises, spatially concentrated and sectorally 

specialised; a set of forward and backward linkages among economic agents, based both on market 

and non-market exchanges of goods, information and people; a common cultural and social 

background linking the economic agents and creating a behavioural code, sometimes explicit but 

often implicit; and public and private local institutions acting to support the cluster.  

 

Closely associated with Industrial District literature is Flexible Specialisation literature. Its chief 

proponents- Piore and Sabel (1984)- attempt to reconceptualise the Japanese industrial experience 

within an understanding of small firms. The contention is that, alongside the post-1970s dominant 

model in large firms- variously referred to as Toyota, lean production, Just in Time and Just in Case 

or Total Quality Management- is a similar small firm model similar to that which had been observed 

in Italy (see Sabel, 2000). Flexible specialisation encourages the geographical clustering of productive 

activity (Storper, 2000). According to Amin (2000), its most distinguishing aspect is the de-

emphasis of the role of general structural tendencies in economic and social life, and more or less the 

rejection of a deterministic account of historical evolution and transition. It is based on a basic 

conceptual distinction between mass industrial production (before 1970s) and flexible specialisation 
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and/ or craft production (after 1970s). According to its apologists, these two have existed since the 

19th century, and occasionally, as a matter of historical circumstances and political choice (rather than 

a matter of logical necessity), one may limit the other to emerge as the prevailing international 

standard (Piore and Sabel, 1984: especially Chapter One and Chapter Two). We infer that industrial 

diffusion since the 1970s has been driven more by flexible specialisation than mass production.  

 

While both Industrial Districts and Flexible Specialisation theoreticians share an emphasis of 

horizontal networks, the former have impugned Piore and Sabelõs observed similarities between this 

small firm model and the Toyota one. Humphrey for example contends that just as the Toyota 

experience was codified into the lean production model for a Western audience, Piore and Sabel have 

merely codified the Italian experience and presented it to the same Western audience in the name of 

Flexible Specialisation (see Humphrey, 1995). It has also been criticised for a lack of clarity on how 

a moment of stark choice between paradigms is reached, the dualistic logic that caricatures each of 

the paradigm with little room for diversity in each of them, its too easily slipping in between 

voluntarism and historical logic in explaining crossing industrial divides, the naivety of imagining a 

large scale rebirth of craft industries, and an underestimation of the power of Trans National 

Corporations (TNCs) as protagonists of Fordism (Amin, 2000). Also, the outlook of the global 

industry portrayed by the Flexible Specialisation approach is rebutted by some organisational 

approaches such as the GVC approach that shows strong global hierarchies and networks. Moreover, 

although the paradigm incorporates politico-institutional forces and exercises of economic power, its 

overwhelming attention to market trends renders an interpretation on which politics and exercises of 

power are too often shrivelled to the perceived actions of ôsovereign consumersõ- securing a place for 

Adam Smith and his prefigurative powers of the market (Elam, 2000: 56).  

 

The second approach emphasises both horizontal and vertical networks. One of the best known 

strands is Industrial Clusters literature (Rabellotti, 1999; Schmitz and Nadvi, 1999)4. It was an 

                                                      

4 Global Production Networks (Henderson, 2005; Henderson et al, 2002) could also be seen as another strand. Rather 

than focusing on the cluster, it focuses on firms and their horizontal relationships especially their embeddedness in the 

national economy alongside their vertical global relationships.   
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improvement of the ôstaticõ Industrial District model above, and it emphasises not only intra-cluster 

linkages but also those linkages external to the cluster. Industrial Clustering literature considers the 

collective efficiency emanating from clustering as one of the central opportunities to be found in 

clusters (Schmitz, 1995). Pure agglomerations of unrelated firms do not give rise to collective 

efficiency, hence in the strict sense they cannot be classified as industrial clusters. However, given the 

complexity of patterns of interaction, and the emphasis in Clustering literature on ôsoftõ non-

measurable variables, such as trust, it is difficult to draw a clear cut border between mere industrial 

agglomerations and real industrial clusters with strong positive externalities (Altenburg and Meyer, 

1999). The inference here is that like the Flexible Specialisation approach, industrial diffusion since 

the 1970s has been driven by the collective efficiency of clusters. This time, however, what is being 

emphasised is both horizontal and vertical networks, not the dualistic logic of mass versus craft 

production.  

  

Still, these micro/meso institutional approaches are not very useful to this thesis. As we will see in 

Chapter Three, the specific form of 21st century dependent development typified by the Kenyan case 

of EPZs would fulfil only a fraction of the ingredients of the Industrial District/ Clustering 

categories. Clusters enjoy opportunities for collective efficiency emanating from the following: 

positive external effects emanating from the existence of a local pool of skilled labour and the 

attraction of buyers; forward and backward linkages between firms inside the clusters; intensive 

information exchange between firms, institutions, and individuals in the cluster, which gives rise to a 

creative milieu; joint action geared to creating locational advantages; the existence of a diversified 

institutional infrastructure supporting the specific activities of the cluster; and a socio-cultural 

identity made up of common values and the embeddedness of local actors in a local milieu which 

facilitates trust. While in the real world even the simplest industrial agglomerations, such as EPZs, 

will generate some very basic externalities, they would largely not fulfil any of the other variables 

(Altenburg and Meyer-Stamer, 1999). This shows spontaneous clusters like Sinos Valley and 

planned ones like EPZs are different things. Planned EPZs are meant by neo-liberalism to stimulate 

spontaneous emergence; although policy/planning has not brought about spontaneity in Kenya, and 

arguably the entire SSA. 
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This leaves us with GVC as the most suitable of the approaches to analyse our case. It emphasises 

vertical relationships not between clusters and external actors but between individual firms on the one 

hand and global actors on the other hand. GVC is an offshoot of earlier versions, in particular the 

Global Commodity Chain (GCC) approach originating in Gereffi and Korzeniewicz (1994).  

 

2.3 THE GLOBAL VALUE CHAIN APPROACH  

 

2.3.1 Introduction and the Four Dimensions 

 

The value chain concept was used in the 1960s and 1970s by analysts interested in mineral exports, 

in late 1970s by French planning literature in the form of filiéres, and in the 1980s in the works of 

business economist Michael Porter (Kaplinsky, 2000). However, the version that is of interest to this 

thesis was originally widely analysed under the label GCC approach and primarily developed for 

manufacturing exports. It was first popularised by a 1994 publication edited by Gereffi and 

Korzeniewicz. As noted by Gibbon and Ponte (2005) and Raikes et al (2000), in the remaining part 

of the 1990s, while the vanguard Gereffi applied it to apparel exports from East Asia, Mexico and 

the Caribbean Basin to the US, others have applied it to other commodities, including tourism 

(Clancy, 1998), services (Rabach and Kim, 1994), footwear (Schmitz, 1999) and automobiles and 

auto components (Barnes and Kaplinsky, 2000; Kaplinsky and Morris, 1999).  

 

There are four dimensions in the GVC analysis. First, there is the input-output structure, the flow 

along the chain (a chain is a sequence of value adding economic activities). For example, typically, an 

apparel chain has five main stages: design, purchase of inputs, production, distribution through 

wholesalers and retailing. However, some of the stages may be subdivided or combined. Another 

parallel but less visible structure is the knowledge and expertise needed for the structure above to 

function. The latter, however, may differ from the former in terms of intensity at various stages. For 

example, knowledge inputs at a productõs design stage may be greater than the material inputs, and 

vice versa for the production stage (McCormick and Rogerson, 2004). The second dimension is the 

geographical spread. Gereffi (1994) identified the third dimension as governance, and distinguished 

between producer-driven and buyer-driven GVCs. The former is governed by lead firms controlling 
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key product and process technologies, the latter by lead firms controlling intangible aspects, such as 

brands, markets and design. In producer-driven GVCs, large transnational manufacturers in capital 

and technology intensive industries, such as automobiles, play central roles in coordinating 

production networks. In buyer-driven GVCs, however, buyers of labour intensive commodities, such 

as apparel, play central roles in setting up decentralised export production networks, typically in the 

global South. In both types of chains, lead firms externalise low-profit functions- in particular 

production- to other suppliers upstream in the chain (Gereffi and Korzeniewicz, 1994).  

 

Gereffi (1994) had initially conceptualised only the first three dimensions. Later he added the 

institutional dimension (Gereffi, 1995). The GVC analysis has not been clear on what this should 

mean, although it resembles NIEõs ôrules of the gameõ (North, 1990). In Gereffi (1995: 113) it is the 

ôlocal, national and international conditions and policies that shape the globalisation process at each 

stage in the chainõ (my emphasis). In Gereffi (1999b: 37), it is the ôsocial and organisation 

dimensions of international trade networksõ (my emphasis). Then take Gibbon and Ponte (2005). 

While the authors view policy regulation and quality conventions as part of what they call GVC 

ôexternalõ governance, it would fit Gereffiõs (1995) definition of institutional framework.  

 

We should not be hindered from seeing the wood for the trees. This thesis collapses both governance 

and institutional framework into one broader notion of governance. This is because my definition of 

governance in Chapter One- not as mere control as emphasised by the GVC analysis, but as control 

and emergent processes of organising capitalism- renders this bifurcation into governance and 

institutional dimensions irrelevant. The proposition here is that even what Bair calls ôthe broader 

institutional environmentõ should be seen as part of GVC governance. Indeed she states explicitly 

that the use of the term ôexternalõ to represent the institutional environment is misleading, since these 

conditions are not exterior to, but rather constitutive of, chain dynamics (see Bair, 2005).  

 

In the GVC tradition, the first two dimensions are meant to be descriptive. The last two, however, 

constitute the key theoretical concepts. However, this thesis will make an attempt to analyse a part of 

input-output and geographical spread dimensions under governance. First, the theoretical model 

allowed us to analyse geographical spread as a parameter to be set within the chain. Secondly, we will 
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analyse the parallel but less visible input-output structure of ôknowledge and expertiseõ. This 

dimension is only implicitly analysed in GVC literature, and in contexts outside governance. For 

example, Humphrey and Schmitz (2001), McCormick and Schmitz (2002) and Schmitz (2004) see 

it as either useful or necessary for inter-sectoral upgrading. Another example is where Gereffi and 

Korzeniewicz (1994) argue that low profit is not the only factor considered in externalising 

functions; that a more important one is organisational flexibility of the subordinate firm.  

 

As we saw in Chapter One, the GVC analysis concentrates on chain control, and has portrayed lead 

firms as the principal chain governors in that regard. As a result the analysis has focused on what it 

has sometimes called ôinternalõ governance (control mechanisms within the GVC), where its version 

of governance has featured more than its institutional framework. Infrequently the analysis has 

looked into other instruments of control such as NGOs and state policy. It has sometimes referred to 

this as ôexternalõ governance (control mechanisms emanating from outside the GVC), where both of 

its versions of governance and institutional mechanisms girdling it have featured. Since governance 

that recognises regimes is central to this thesis, it is ôexternalõ governance that is of relevance to my 

research. Nevertheless, ôinternalõ governance has been the preoccupation of the GVC analysis, and an 

exposition that does not include this kind of control within the chain will make the review 

incomplete. It is therefore presented first, albeit briefly.  

 

2.3.2 ôInternalõ Chain Governance  

 

The GVC analysis developed the ôinternalõ governance debate in three main stages. Firstly, Gereffiõs 

twin typology of governance was questioned. In the late 1990s, it was observed that some producer-

driven chains in automobile, computer and consumer electronic industries exhibited characteristics of 

buyer-driven chains. While producers in these chains would sometimes outsource portions of 

component manufacture, as is archetypal of producer-driven chains, at other times they would 

outsource both supply chain logistics and assembly, while retaining the marketing of the brand- a 

characteristic of buyer-driven chains (Gibbon and Ponte, 2005). In addition, Clancyõs (1998) 

investigation of the tourism industry, focussing on hotels and airlines subsectors, questioned the 

applicability of this classification in such industries. While no adequate response has come from 
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Gereffi in relation to the former issue, with regard to the latter one, he has suggested that in addition 

to the two types of chains, possibly a third Internet-based form has been emerging since the mid 

1990s- the ôinfomediary-driven chainõ (Gereffi, 2001a: 2001b).  

 

Secondly, his assertion that lead firms attain chain leadership partly by externalising low-profit 

functions was questioned as well. Sturgeon (2002) and Sturgeon and Lee (2001) contrasted three 

types of supply relationships: the commodity supplier (provides standard products through armõs 

length market relationships), the captive supplier (makes non-standard products using machinery 

dedicated to the buyerõs needs) and the turnkey supplier (produces customized products for buyers, 

and uses flexible machinery to pool capacity for different customers). Their main contention was that 

increased strategic outsourcing by groups of lead firms has, over time, led to the rise of a shared 

supplier ômodular production networkõ associated with the turnkey supplier. This can be accessed by 

the industry as a whole, including the lead firms that compete head to head in final product markets. 

They labelled such suppliers as Global Contract Manufacturers (GCMs). By this classification, 

apparel firms found in EPZs in LICs, including those in Kenya, are of the captive type (see section 

3.3.3.5). Thus Sturgeon and Lee showed that GCMsõ generic capacity enables them to perform high 

profit functions [in some literature GCMs are simply referred to as OEMs and are to be found 

among first tier supplier firms]. (See also Foldõs (2001) study on the impact of the restructuring 

within European chocolate processors on West African cocoa producers).  

 

Gibbon and Ponte (2005) defend the earlier assertion by Gereffi (1994) by arguing that the 

functions outsourced by lead firms were of low-profit at the time this took place, but became more 

profitable as a result of technological changes that created opportunities for scale economies. 

Moreover, this network seems to clarify, at least partly, the issue of producer-driven chains behaving 

like buyer-driven chains. However, the debate seems to have shifted focus from governance to supply 

relationships, a point which Gibbon and Ponte recognise.  

 

Thus the third stage of the debate accentuates supply relationships; analysing governance types within 

particular segments of chains. This is a move which Gibbon and Ponte (2005) refer to as a deviation 

to concentrate on forms of coordination within chains (or at least not making any distinction 

between overall forms of governance and forms of coordination). Gibbon and Ponte argue that this 
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makes it difficult to situate Gereffiõs original twin typologies of governance within the new 

typologies.  

 

Two interpretations have been offered. The first comprises four particular control and governance 

types. In one instance, buying and selling is left entirely to the market in market-driven/ armõs length 

chains. This is typical of standard goods, such as menõs cotton athletic socks. In the second instance, 

there is a balanced network of firms, for example, collaboration between producers of eco-friendly 

knitted fabric and the apparel manufacturers who make this fabric into fashion apparel. The third 

type of governance is where lead firms form a directed network/quasi hierarchy within which they 

control production, specifying what is to be produced and by whom. Examples would be the 

automobile industry (producer-driven) and the apparel industry (buyer-driven). Finally, there is a 

hierarchy of control with one or two firms owning and controlling the process from start to finish. 

An example would be most local knitting mills (Schmitz, 2004) (see also McCormick and Rogerson, 

2004). The ômodular production networkõ was also recognised within this framework (Humphrey 

and Schmitz, 2004). What these scholars labelled as ôarmõs lengthõ chains is what Sturgeon and Lee 

associated with ôcommodityõ suppliers and what they labelled as ôquasi hierarchicalõ is what Sturgeon 

and Lee associated with ôcaptiveõ suppliers, such as those in Kenya.  

 

Gereffi seemed to have been influenced to lean towards the latter line of thinking. Another typology 

of governance in GVCs, which is the second interpretation, is introduced in Gereffi et al (2005). 

First, they argue that the ôquasi-hierarchicalõ category identified by Humphrey and Schmitz 

corresponds to Sturgeon and Leeõs ôcaptiveõ category, as I have noted above. Second, they imply that a 

category they identify as the ôrelational networkõ corresponds to Humphrey and Schmitzõs ôbalanced 

networkõ category. Third, they take these two categories to be subcategories of what they now call the 

ônetworkõ category. Finally they add ômodular governanceõ to this ônetworkõ category to come up with 

three distinct types of governance: modular, relational, and captive, with market-based relationships 

among firms, and vertically integrated firms (hierarchies) making up opposite ends of a spectrum. 

Hence there are five basic types of value chain ôinternalõ governance. They argue that suppliers in 

modular value chains make products to buyersõ specifications, but take full responsibility for 

competencies surrounding process technology, for example, when providing turnkey services. 

Relational networks are mutually dependent networks, and are managed through reputation, family 
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or ethnic ties, spatial proximity, et cetera. In captive networks, small suppliers are dependent on much 

larger buyers, and often face significant switching costs. Such networks are monitored and controlled 

by foreign firms.  

 

How has this debate related to upgrading? Although it is not always stated explicitly, the GVC 

analysis suggests that the network category, especially relational or modular, should be the ideal 

governance structure that guarantees industrial upgrading in the South (see Sturgeon, 2002).  

 

I now turn to ôexternalõ governance.   

 

2.3.3 ôExternalõ Chain Governance5  

 

Raikes et al (2000) were among the earliest to question the role of ôexternalõ factors in shaping power 

relations within the GVC. Bair (2005) has put forward similar sentiments. She contends that in so 

far as Gereffi et al (2005) represent the latest version of a theory of GVC governance, the GVC 

approach focuses on how inter-firm relations are shaped by the internal logics of sectors, such as 

industry structure and production-process characteristics that are more technical or organisational in 

nature, with little attention to ôexternalõ factors, such as the broader institutional environment.  

 

Gereffi et al (2001), Humphrey and Schmitz (2001) and Kaplinsky (2000) were perhaps among the 

earliest to admit that ôexternalõ governance plays an important role in product and process parameters. 

They state that governors may include NGOs, and government agencies and international 

organisations setting and/or enforcing parameters on design aspects or physical characteristics of 

products to safeguard consumer safety.  

 

                                                      

5 While I will largely deal with the GVC strand of global chains/networks, I will take on board some literature that deals 

with the global chains/networks metaphor more generally.   
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Gereffi et al (2005) have themselves been open, acknowledging that the GVC approach is inadequate 

in dealing with this matter, and have insinuated that the approach can indeed be informed by other 

approaches.  

 

Our primary concern... is with organizational structures that span international borders and particularly in those 

that have a global reach. Nonetheless, local and national structures and institutions also matter. Geographers 

and planners have provided us with insights into how the spatial and social propinquity of local industrial 

agglomerations work to buoy organizationally disaggregated, and often highly innovative, economic activities 

é.The varieties of capitalism literature, coming largely from political scienceé similarly argues that national-

level rules and institutionsé profoundly affect the character of industriesé It is also clear that global-scale 

regulations, the ôrules of the gameõ as it were, have a profound effect on the shape and direction of change in 

global value chains... (Gereffi et al, 2005: 98-9) (my emphasis).  

 

Similarly, Spener et al (2002:9) state that  

 

éalthough we grant analytical primacy to the role of different types of inter-firm networks in determining the 

evolution of the textile-garment chain and the generation of wealth at different points along it, we recognise 

that the social-economic consequences of this process are embedded in a multilayered institutional setting that 

incorporates a variety of other factors as well (my emphasis). 

 

But perhaps none of these would match the force and detail of Gibbon and Ponte (2005). They not 

merely recognised the necessity to broaden the analysis; they also singled out trade agreements and 

policy regulation, and quality conventions, and argued spiritedly for their role in governance. They 

espy ôexternalõ governance of GVCs in the light of not only how lead firms configure ôinternalõ 

governance as a response to this institutional framework, but also how they attempt to reshape it, 

through lobbying public agencies and influencing negotiation processes. 

 

Thus governance in GVCs involves more than how firms decide whether to make or buy something é and 

more than how they relate with their immediate suppliers and buyers. For example, the governance of the global 

clothing industry is also related to the Multi-fibre Arrangementé. At the same time, governance is not just an 

effect of changing trade agreements and public regulation eitheré (Gibbon and Ponte, 2005: 85) (my 

emphasis).   
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It could be argued that Gibbon and Ponte are making a similar argument as the present study. 

However, they present the role of trade agreements and policy regulation as subordinate to that of 

lead firms. In contra, this thesis sees lead firms as subservient to such agreements and regulations, and 

actually they are surrogates of a configuration of international regimes on production and trade in 

apparel, hence regimes are the ultimate chain governors.  

 

I also question Gibbon and Ponteõs view on quality conventions. The authors have employed 

Convention theory, and forcefully argue for the role of conventions in process governance. The 

evolution of the role of quality standards in shaping access to GVCs, they argue, should be 

understood in relation to the changing features of consumption in the North. The key characteristics 

of this consumption sphere are food and/or safety awareness, ôglobalisationõ of consumer tastes, and 

social and environmental concerns. These characteristics- as well as the fact that there is market 

saturation for goods with commodity traits- lead to product proliferation and differentiation, and the 

increased importance of issues of quality control management, traceability and certification. As 

quality requirements get more complex- that is, as consumers demand more of these characteristics- 

one would expect lead firms to coordinate and govern the chain in a more hands-on manner. 

Conversely, lead firms embed this information about quality in standards, labels and certification, 

and this enables them to have hands off coordination and governance of the chain. Gibbon and 

Ponte imply that because of this, quality conventions should be espied as ôexternalõ governors in the 

chain. However, throughout the authors see lead firms, and not such conventions, as the ôrealõ 

governors.  

 

However, I submit that the fact that conventions are sources of parameters should prompt us to 

analyse in detail this wider terrain of conventions and their relationship with other actors in the 

chain. Firstly, the development of these conventions is usually not as straightforward as it may seem. 

Even Gibbon and Ponte concur on this point; they say, for example, that lead firms are the ones that 

indeed prompt consumers to question their preferences- through advertising, shelf positioning et 

cetera- and in so doing try to steer a ôspontaneousõ and gradual process of qualification and 

requalification of products to their (lead firms) advantage. They then attempt to reshape this 

institutional framework by making mandatory de jure or de facto the adoption of standards they 

already use (or have devised).  
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Secondly and even more importantly, Gibbon and Ponte acknowledge that quality conventions relate 

to ôsocio-structural trendsõ and involve more than consumers and lead firms:  

 

é [L]ead firms are by no means in complete control of the governance of consumption. Broad quality 

conventions relate to fundamental social-structural trends, and even modifications in their mix and hierarchy are 

shaped largely independently of the wishes of lead firms. The latter may occur, for example, via the rise of new 

social movementsé or through the institutionalisation of new bodies of expertise concerning good taste, 

developed for example by lifestyle journalists and gurus, fashion scouts, property makeover consultants, and 

celebrity cooksélead firms attempt to take advantage of changes in consumption and in governance via the 

(re)qualification of fashionable products in propriety forms (brands, patented products, and process) rather 

than trying to govern consumption as such (Gibbon and Ponte, 2005: 194) (my emphasis). 

 

I see, along Bernstein and Campling (2006), a fresh list of actors emerging, actors whose precise 

vocation is, as Bernstein and Campling note, to justify peopleõs commitment to capitalism, and to 

render this commitment attractive. We can add that NGOs and the state are important actors 

missing from the above quotation. But these other actors, or at least some of them, also set chain 

parameters directly at production site.  

 

Restricting myself to labour standards, I argue that whether by directly setting parameters at 

production site or by influencing conventions from which lead firms draw and set parameters, these 

other actors, together with lead firms, represent a control-emergent GVC governance of the 

international regime on labour standards. The interests of lead firms and those of the regime as a 

whole may be slightly at variance, but in quintessence they have a shared interest in accumulation. 

Lead firms taking on board parameters from conventions might be driven simultaneously by their 

immediate interest in increasing profits at the expense of other actors (suppliers) upstream in the 

chain (located in poorer countries), by transferring the cost of managing the compliance with the 

conventions (for example costs of certification), and long term interests of accumulation. But the 

interest of the regime as a whole is mainly long term accumulation and international social stability.  
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Palpacuer implicitly confirms that accumulation is the overall interest of the regime. She does not 

theorise her work as regime analysis, but I argue that the three governance types she presents are 

merely variations on the role regime governance should serve.  

 

She rightly criticises what she calls ômarket based, shareholder oriented governance in mainstream 

GCCsõ (Palpacuer, 2008: 406) for the assumption it makes; that maximising an individual firmõs 

performance could serve to improve conditions for the economy and society as a whole. As a result, it 

would at least implicitly endorse the argument that ôno corrective policies should be adopted 

regarding work conditions at the base of the chainõ (Palpacuer, 2008: 407). Essentially, this is the 

Taylourist view of labour. Next, under ôstakeholder governanceõ, she argues that focusing on 

shareholder value is not only unfair ethically, but detrimental to firm performance. What she is 

referring to, in my opinion, is the NMSs, at least partly. Corporate Social Responsibility (CSR) has 

become important to firms, she argues, and the direction it is taking is still similar to the Asian 

NMSs: that corporations should realise that the value of their products depends on consumersõ 

perception of their endorsement of a socially responsible behaviour; but this should be purely 

voluntary hence retaining its liberal affinity. She implies that both governance types have not led (or 

are not expected to lead) to ôhumanisedõ supply chains. Finally, she says there is the institutional view 

of GCC governance, associated with the Régulation approachõs view of capitalism, among others. 

This view calls for wealth redistribution in society, primarily through labour laws and collective 

bargaining to enable a ôvirtuous circleõ of wealth-generation and redistribution of the Fordist model. 

Although the rise of GVCs and the ôshareholder value doctrineõ have erased this view and replaced it 

with unconnected and unequal institutional systems, primarily in the South, another ôcorporate 

accountabilityõ movement emerged from at least the 1990s. Its agenda, under Multi-Stakeholder 

Initiatives (MSIs), resonates to a large extent with Fordist institutional systems akin to those that the 

Régulation approach propagates, and forms a reasonable counter power transnational network. The 

movement is also complex, for example, a social movement simultaneously campaigning against a lead 

firmõs working conditions and at the same time cooperating with such a firm in devising the firmõs 

code of conduct in a MSI. Unlike the first two, this governance has brought (or at least can be 

expected to bring) some ôhumanisationõ of supply chains.  
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Let me be more specific regarding what I believe the difference, between Gibbon and Ponte and 

Gereffiõs theorisation on the one hand, and between GVC analysis and my theorisation on the other 

hand, to be. Gereffi presents a governance dimension (that which I have called ôinternalõ governance) 

and an institutional one. The latter encompasses dynamics both within chains (social and 

organisational dimensions of international trade networks) and outside them (local, national and 

international conditions and policies that shape the ôglobalisationõ process at each stage in the chain). 

While Gibbon and Ponte recognise these two dimensions- ôinternalõ governance and institutional 

framework- they restrict the label ôinstitutionalõ framework to the dynamics within chains and label 

dynamics outside the chains as ôexternalõ governance. My argument is that, as far as issue areas are 

concerned, ôinternalõ governance and ôinstitutionalõ framework within chains are subsumed within 

ôexternalõ governance/institutional framework outside chains. ôInternalõ governance is mainly lead 

firm control of chains. ôInstitutionalõ framework is the emergent facet of chains as a reflection of 

regime emergence. ôExternalõ governance is mainly control-emergent regime governance. That is, all 

ôexternalõ governance is not necessarily regime governance, but the bigger part of it, particularly the 

international dimension of the two issue areas considered in this study, is. Gibbon and Ponte not 

only fail to theorise this subsuming, but also fail to theorise these regimes.       

 

Thus taking Gibbon and Ponteõs attempt to theorise ôexternalõ governance, and restricting myself to 

the apparel GVC, trade agreements and public policy regulation fall within the governance of regimes 

on production and trade in apparel. Similarly, restricting myself to labour standards, lead firms and 

other actors who directly set parameters at production site or influence conventions from which lead 

firms draw and set parameters, constitute the international regime on labour standards.  

 

I will now present some of the main GVC analysisõ empirical studies on ôexternalõ governance. 

 

2.3.3.1 Market Institutions in Chain Governance and Product Upgrading   

 

Bair and Gereffi (2001) show the role of market institutions in accounting for the emergence of full 

package firms (upgrading) in the Mexican Torreon cluster. This was as a result of the arrival of new 
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American buyers in the cluster following the signing of the North American Free Trade Agreement 

(NAFTA) in the mid 1990s, which resulted in reconfigured governance structures. Following 

Fligstein (1996), Bair (2005) defines market institutions as institutions that enable actors in markets 

to organise themselves, to compete and cooperate, and to exchange. These institutions include 

property rights, governance structures, conceptions of control and rules of exchange (NIEõs ôrules of 

the gameõ). Bair and Gereffiõs (2003) study of the Mexican, US and Caribbean Basin apparel 

industries had similar findings; that the governance that facilitated upgrading came from governance 

structures generated not by lead firms but by NAFTA-related dynamics. This thesis would see these 

NAFTA-related governance structures as the emergent facet of the US-centric international regime 

on production and trade in apparel. However, even after arguing for the role of these structures and 

going as far as stating that ôwe agree with those who point out that institutional environments are a 

critical factor in shaping international networkséõ (Bair and Gereffi, 2003: 164) (my emphasis), the 

general thrust of Bair and Gereffiõs work is that it is the lead firms that play central roles in governing 

and upgrading.  

 

Discussing upgrading in Asia, Gereffi (1999a) shows the role played by the information flow and 

learning potential associated with the buyer-seller links established by lead firms on the one hand, 

and the organisational succession among lead firms on the other hand, in factory and enterprise 

upgrading. On the links, manufacturers in production sharing arrangements with suppliers offer only 

assembly-relevant information, since that is what is needed by the supplier. However, retailers and 

marketers offer technological, logistical and market-related information because they need a supplier 

that can not only manufacture apparel, but also one that has the logistical capabilities to outsource all 

of the components needed for the finished apparel. Such suppliers may in turn subcontract part of 

the order to smaller local firms. Therefore, factories and enterprises in NICs upgraded from assembly 

of imported inputs to OEM and to OBM, through links with retailers and marketers. And 

concerning the succession: discount chains, such as Kmart, and mass merchandisers, such as JC 

Penny, were often the first to source production from Asia. However, they moved to lower-wage 

countries or less experienced factories as departmental stores and/ or speciality stores sourcing for 

higher quality versions of the same apparel came along. Finally, this process was repeated when higher 

status buyers came along sourcing for still more expensive apparel. The ôinformation flow and 

learningõ should be seen as the control, ôinternalõ, lead firm governance. The organisational succession 
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among lead firms is the emergent facet of chains, as a reflection of the emergent facet of the 

structural regime on production and trade in apparel. Thus this regime governed the geographical 

spread parameter and played a key role in upgrading. 

 

However, the spread of the chain was also determined by other dynamics: a ôcombination of domestic 

supply side constraints (labour shortages, high wages and high land prices) and external pressures 

(currency revaluation, tariffs and quotas, preferential access to overseas markets and social networks)õ 

(Gereffi, 1999a: 57). I am arguing that the international aspects of these dynamics constitute regime 

governance. Currency revaluation relates to international monetary regimes. These are beyond the 

scope of this study. Tariffs, quotas and ôpreferencesõ constitute the regimes on production and trade 

in apparel, which are discussed in greater detail below. What would fall under market institutions 

here would be the social networks, which represent chain emergence, as a reflection of the emergent 

facet of the structural regime on production and trade in apparel. Labour shortages and high wages 

relate to labour regime emergence/ ôhegemonic self-organisationõ. Thus these two regimes governed 

the geographical spread parameter and played a key role in upgrading. In spite of recognising this, 

Gereffiõs general push is that lead firms were the central actors in governance and upgrading. 

 

2.3.3.2 Policy Regulation in Chain Governance and Product Upgrading 

 

Taking NAFTA as what it was- policy- what facilitated the networks was NAFTAõs ôyarn forwardõ 

rule (sourcing fabric from within NAFTA countries) (Bair and Gereffi, 2001)6. Lead firms 

reconfigured their networks to take advantage of this new RoO. Buyers shifted their interest from 

Asian suppliers to take advantage of the ôpreferentialõ access of fabric and apparel accorded to 

Mexico, and this accounted for the initial apparel export boom in Mexico. Therefore, NAFTAõs 

RoO governed the quantity and the geographical spread parameters. It also led to export expansion 

upgrading, which led to value upgrading (see also Bair and Gereffi, 2002). Bair and Gereffi (2003) 

raise an additional issue, in relation to the Caribbean Basin version of NAFTA- the US-CBTPA of 

2000 that grants quota and duty free access to the US for apparel made with fabric from the US. 

                                                      

6 For examples of the role of policy regulation in the coffee sector see Ponte (2002a), Ponte (2002b) and Talbot (1997).    
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This version is shown not to encourage the development of the local supply base and hence for 

Caribbean Basin countries, unlike NAFTA, there was no value upgrading. Bair and Gereffiõs research 

confirmed Kesslerõs (1999) earlier prediction that NAFTA would be an important intervening 

variable in North American economic integration in terms of Mexicoõs ability to effectively penetrate 

the apparel GVC. However, Kesslerõs conclusion that, as a consequence, the Maquiladoras system as 

a barrier to industrial upgrading will be eliminated as Mexico farms out Maquiladoras kind of 

industries to other low-wage countries, was disconfirmed. It is only in some clusters such as Torreon 

that upgrading took place.  

 

In spite of recognising the role of policy regulation, there is an implicit assumption in Bairõs, Gereffiõs 

and Kesslerõs studies that lead firms account for the governance and upgrading of firms. This thesis 

sees NAFTAõs and US-CBTPAõs RoOs as the control/instrumental facet of the US-centric 

international regime on production and trade in apparel. The governance structures that emerged out 

of this instrumentality made American buyers shift their sourcing from Asia to Mexico.  

  

Taking quotas and ôpreferentialõ access in Gereffi (1999a) as policy instruments, Gereffi states that 

ôquotas determined when the outward shift of production began, while preferential access to overseas 

markets and social networks determined where the firmséwentõ (Gereffi, 1999a: 57) (emphasis in 

original). Under the MFA, import restrictions by the United Kingdom (UK) in 1964 triggered 

Hong Kong manufacturers in the late 1960s to shift production to Singapore, Taiwan and Macao, 

aided by the cultural and linguistic ties with the Chinese population there. Macao benefited from its 

proximity to Hong Kong, while Singapore qualified for commonwealth ôpreferencesõ for imports into 

the UK. Triggered again by the MFA, in the early 1970s, Hong Kong firms went to Malaysia, the 

Philippines and Mauritius, for similar reasons. They went to Mauritius also because of the EUõs 

ôpreferentialõ access in terms of low tariffs. The last wave was to China in the 1980s and 1990s 

prompted by the opening of the Chinese economy in 1978. In South Korea, the relocation was still 

sparked off by the MFA. Initially firms went to Mariana Islands. Later waves were motivated by the 

domestic constraints of rising wages and worker shortages. Firms went to Guatemala, Honduras, the 

Dominican Republic, et cetera because of this regionõs proximity to the US market and easy quota 

access. They also went to SEA and South Asia, in such countries as Indonesia, Sri Lanka and 
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Bangladesh mainly because of the countriesõ low wage rates. In Taiwan, the relocation was in the early 

1980s, also initiated by the MFA.  

 

In my view, the structural regime on production and trade in apparel, reflected in this case by the 

MFA, and the EU-based regime on production and trade in apparel, reflected here by commonwealth 

and the EU ôpreferencesõ, were the main control tools that were responsible for the governance of the 

spread of the chain and quantities exported, and primarily accounted for the achievement and 

hindering of upgrading outcomes that accompanied. They were, however, accompanied and/ or 

complemented by chain emergence (cultural and linguistic ties and proximity to the US market) as a 

reflection of the emergent facet of the structural and the US-based regimes on production and trade 

in apparel, other aspects of the structural regime emergence (one of the results of the opening of the 

Chinese economy) and labour regime emergence that takes the form of ôhegemonic self-organisationõ 

(wage dynamics). 

 

In SSA, Gibbon (2003) shows that in Mauritius, EU and US lead agents screen suppliers and their 

performance according to different principles (Table 2 below). The key point is that behind the  

  

Table 2: US & EU apparel chain governance structures 

                                                                                                US destined                                     EU destined                                                                                                    

Level of externalisation of functions to suppliers                      Lower                                               Higher 

Basis of supplier certification                                             Process + product                        Functional+product 

Nature of product specification                             Detailed, specified unilaterally;             Less detailed, negotiated; 

and of QC [Quality Control] system                       

                                                                          QC by customersõ out stationed          QC contracted out to third  

                                                                                                employees                                                party 

Nature of critical path reporting                                      Frequent, detailed                    Less frequent, less detailed 

Procedure for resolving contractual differences                    Bureaucratic                                           Informal 

Level of suppliersõ capacity typically occupied                         30- 100 %                                              10-15% 

Source: Gibbon (2003: 1813) 

 

differentiated governance structures was EUõs double transformation RoO. Although not explicitly 

employing GVC analysis, Baissac (2004) argues that the Mauritian industry benefited from the RoO 
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because the country entered into the EOI race ahead of the rest in SSA, in the 1970s. This enabled it 

to develop local textile mills to supply fabric to some of its EPZs, and hence meet the RoO 

requirement. Without the RoO implementation, the development of the more economic rewarding 

EU-based governance structure as well as national upgrading, and hence a further development of the 

structure (for instance a further externalisation of higher value functions), would have been very 

limited (Gibbon, 2003). And my argument is that this policy is rooted in the EU-based regime. 

Despite his findings, there is an overall feel in Gibbonõs study that chain governance is within the 

framework of assigning at least its primary component to lead firms.  

 

Gibbon then examines the five leading SSA apparel exporters in 2002, which accounted for 89 

percent of total SSA apparel exports to the US in that year (Authorõs calculations based on US 

Office of Textiles and Apparels (OTEXA), 2005). He contends that AGOA ôsucceededõ (elicited 

supply response) only in countries where it generated a highly specific apparel GVC that has evolved 

on a global plane in relation to much of US import trade. The fundamental features of this GVC are: 

scale, specialisation in long runs of a narrow and basic product range, and specialisation in an equally 

narrow range of functional activities (see Table 2). In short, the US-based regime governed the 

spread of the chain, and this generated assembly suppliers who import 100 percent of the fabric.  

 

This is how he elucidates it. South Africa and Mauritius had the largest and most advanced apparel 

industry in SSA, and were posed by many pundits as the likely prime beneficiaries of AGOA. To the 

contrary, the absence of this GVC dynamic in the two countries saw their AGOA exports easily 

overtaken by newcomers Kenya, Madagascar and Lesotho. This is demonstrated by the fact that in 

1990-2002, the USõs apparel imports from SSA became more dispersed than the EUõs, meaning that 

AGOA legislation dispersed export boom to new export enclaves, where the type of enterprise 

mentioned above sprung up. For example, in 1991ð3 (before AGOA), the two leading SSA 

exporting countries to the EU (Mauritius and South Africa) accounted for 91.6 percent of all EU 

imports from the region, and in 1999ð2001 (after AGOA) the two leading countries (Mauritius and 

Madagascar) accounted for 92 percent of such imports- no major change. By contrast, the joint share 

of the two leading suppliers to the US (Mauritius and Madagascar) in the first period (1991-93- 

before AGOA) was 90.7 percent, while that of the same countries (who were still leading) in 1999-

2001 was 57 percent (dropped further to 52.4 percent in 2002) - a major drop. In order to show 
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that the US supply base was indeed being dispersed from Mauritius and Madagascar to other 

countries, it is noted that the redirection of existing trade from the EU to the US was limited. Only 

in Kenya and Lesotho, and then only for relatively restricted periods (1992ð94 for Kenya, 1992ð99 

for Lesotho), is there evidence of direct substitution of US for EU exports.  

 

An important contribution of this study is the critique of Mattoo et al (2003) who were widely 

quoted by, among others, the World Bank and the International Monetary Fund (IMF). The authors 

argued that the foremost reason why Least Developed Countries (LDCs) had by then recorded the 

most impressive gains, as opposed to South Africa and Mauritius, was that AGOA did not exempt 

the latter from the RoO requirement, which affected close to 90 percent of their exports. Mattoo et 

al do not use a GVC framework but conventional economic (partial) equilibrium model. What is 

important however is that the authors failed to recognise that SSA non-LDCs lacked the specific 

enterprise model Gibbon is talking about, which was generated by AGOA, and which accounted for 

the export boom in LDCs. Gibbon is obliquely saying that even if the RoO was exempted from the 

two countries, they would not have attracted AGOA-related investment. Why? Because such 

investment was looking for a non-integrated industry to exploit the RoO exemption, and South 

African and Mauritian industry was largely locally integrated, hence taking in investment that 

encourages them to switch to importing the fabric would be downgrading their industries. 

 

The critique is that in spite of recognising this US-based regime governance, Gibbon neither 

theorises it as regime governance nor assigns it the primary governance role.  

 

2.3.3.3 Labour Standards in Chain Governance and Labour Upgrading 

 

OõRourke (2003) asserts that lead firms have an upper hand in labour standards setting, but he also 

notes that NGOs are taking on activities that were previously the sole purview of state and 

international regulatory bodies. He analyses key regulatory programmes in the US and Europe: the 

Fair Labour Association (FLA), the Worldwide Responsible Apparel Production certification 

programme, Social Accountability International (SAI), the UK Ethical Trading Initiative (ETI), the 

Dutch Fair Wear Foundation, the Workers Right Consortium (WRC), private firm internal 
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monitoring initiatives and independent investigations and other ôgenericõ initiatives, such as Global 

Reporting Initiative and Global Compact. The author unearthed that, while it is hard to determine 

how much improvement firm-led codes of conduct and monitoring programmes have achieved, they 

are generally seen as vulnerable to corporate manipulation. Even external monitors and certifiers, such 

as FLA, were shown to be selected and paid by firms. The WRC is, however, seen to be more 

ôsocialisedõ. OõRourke concludes that in spite of such shortcomings, under certain conditions, NGO 

regulation can influence factory practices.  

 

Hughesõ (2005) main interest is to show how corporate culture, financial management and corporate 

restructuring shapes variations in corporate commitment to ethical trade as an ôexternalõ form of 

chain governance, and how the variations shape organisational approaches to ethical trade social 

auditing. She shows that out of the three approaches (arms length auditing through contracting 

specialist auditors, coordinated auditing which is passing the responsibility of auditing to producers, 

and developmental auditing which is MSI) it is the developmental approach that in theory ôpromises 

to deliver more improvements in terms of labour conditions, though further research is needed to 

investigate this claimõ (Hughes, 2005: 1159). Even then, it ôis still deeply rooted in a neo-liberal 

trading context in which retailers and brand manufacturers lead approaches to auditingé and that 

codes of conduct, modes of auditing and programmes for worker and supplier education still mirror 

Western models of developmentérunning the risk of producing paternalistic approaches to ethical 

tradeõ (Hughes, 2005: 1159).  

 

Hughes (2006) shows how this ôexternalõ governance has introduced new research centres, ethical 

business texts and ethical consultancies. She argues that this commodification of ethical knowledge, 

rather than portraying progress, portrays some of the very limits of capitalismõs moral turn, since the 

process itself becomes bound up in profit maximising circuits of capital. In tandem with OõRourke, 

she argues that it is mere displacing of politics from the state to the markets -who in turn enlist ôcivil 

societyõ- rather than its decline. Again, there is no evidence that these latest efforts make any 

difference to labour conditions in practice, apart from fostering an emotional, committed sense of 

ôthe otherõ on the part of the recipients of such knowledge.   
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Locke et al (2007) took a case study of Nike and explored whether monitoring compliance with 

corporate codes of conduct improved working conditions, and stepped up enforcement of labour 

rights. Their conclusion was that as far as it remained an external pressure (be it from NGOs, the 

state or unions) improvement of labour conditions was found to be ôlimitedõ7.  

 

In agreement with OõRourke, Barrientos and Smith (2007) show that, while the role of corporations 

in setting labour standards is still superior, the role of NGOs is rising. While their core interest is the 

role of labour standards on labour, their study also has implications for how such standards mirror 

chain governance. This is because they address the tensions between a corporate approach focusing 

on compliance with technical/ outcome standards8 and a ôcivil societyõ one focussing on process/ 

universal/enabling standards9. The tension is still not completely resolved even when the two 

approaches come together under MSIs, such as the ETI in the UK and the SAI in the US. This is 

despite the fact that the general consensus among such MSIs is that, as a minimum, corporate codes 

of practice should include ILO core conventions which focus on process standards.  

 

They found that codes were having an effect only on outcome standards, but little or no effect on 

process standards. Regarding outcome standards, the clearest positive change was in health and safety 

provisions and reductions in working hours. Impact on workers income was mixed. There were no 

instances of wage increase as a result of Collective Bargaining Agreement (CBA), and most instances 

of wage increase came as a result of national minimum wages implementation, which still did not 

constitute a living wage. Where suppliers paid into state insurance and pension, this was 

                                                      

7 They claimed that when it was combined within firmsõ NMSs such as those of continuous improvement of quality and 

efficiency, working conditions seemed to have improved. 

8 Entitlements and specific conditions of employment, such as health and safety, living wage and working hours.  

9 Such standards as freedom of association and non-discrimination policy. 
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accompanied by more poverty for workers in the event of childbirth or illness. Even then, such 

payment was made only for permanent contract or regular workers, as casual labour contract workers 

(often women) had least access to legal entitlements and were rarely represented in unions and 

worker committees. The only thing process standard significantly achieved was that there was no use 

of child labour.  There was least impact on freedom of association and the right to collective 

bargaining. The authors also highlight an interesting point: the double standards of corporations. 

The suppliers interviewed argued that it was more difficult to implement process standards because 

of lead firmsõ pressures of downward movement in prices, shorter lead times, increasingly stringent 

demands on product specification (often at the expense of suppliers) and insecurity of orders.  

 

Nadvi uses the case of Nikeõs termination of sourcing soccer balls from its lead supplier in Pakistan 

in 2006. One of his central research questions is whether standards make value chain ties more ôcloseõ 

(hence potential for industrial upgrading) or more arms length. He claims to bring on board the 

ôôinstitutional and politicalõ governanceõ (Nadvi, 2008: 331). While his finding was that in the area 

of labour standards it is not clear what ties develop (hence perhaps difficult to predict upgrading 

outcomes), his work clearly demonstrated the ôexternalõ dimension of chain governance.  

 

Finally, Carr et al (2000), Hale and Opondo (2005), Hale and Wills (2005; 2007), Knorringa and 

Pegler (2006), Nadvi (2004), Ngai (2004), Palpacuer (2000) and Rothenberg-Aalami (2004) have 

highlighted the ôhumanisingõ of supply chains theorised by Palpacuer. Others are Barrientos and 

Kritzingerõs (2004), Clean Clothes Campaign (CCC) (2005) and Nadvi and Thorburnõs (2004).  

 

These empirical studies on labour regime governance have shown five main things. One, in contrast 

to the underlying implication of governance theory in standard GVC analysis that lead firms are the 

governors, labour standards are mainly set ôexternallyõ by the regime as a whole, and lead firms are 

only one of the actors. Two, none cites this explicitly as regime governance. Three, in agreement with 

the GVC analysis, the studies show lead firms still play a significant role even within the regime; at 

least in practice. Four, on upgrading, there is no scope of achieving process standards beyond 

ôhumanisingõ of supply chains. At best labour standards chain governance achieves outcome 
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standards. And five, none of these studies regards, at least explicitly, impact on labour as part of 

upgrading the industry.  

 

Putting these studies together with the earlier ones on market institutions and policy regulation, and 

considering the GVC theoretical review, we are justified in concluding that, as far as issue areas are 

concerned, lead firms cannot be the primary governors in the chain, even if we restrict ourselves to 

control mechanisms, and ignore emergence. Now, it is proposed that one of the best ways to 

understand governance beyond the GVC approach is to turn to Regimes literature. Indeed IDS Asian 

Drivers Team (2006) states that, since there is, as yet, no widely agreed theoretical framework in 

economics for analysing GVCs, there exists a need to proceed by inter alia approaching the issues in 

an inter-disciplinary manner.  

 

2.4 INTERNATIONAL REGIMES  

 

2.4.1 Mainstream International Relations View  

 

2.4.1.1 Definition 

 

International Relations theoreticiansõ views on the significance of international regimes vary. 

According to Hasenclever et al (1997), there are three main schools of thought: realist, neo-liberal 

and cognitive10. Using the billiards table illustration, realists focus on power relationships, and 

assume that states care for both absolute and relative gains. They hold a minimalist view of causal 

significance to international regimes. Neo-liberals focus on individual interests, and see states as 

egoistic actors who care only for their absolute gain. Thus, while not completely turning a blind eye 

to the effects of power differentials, they nevertheless emphasise the role of international regimes in 

solving Prisoners Dilemma problems. In their view, international regimes are both effective and 

resilient. Cognitivists focus on knowledge dynamics, communication and identities, and therefore 

                                                      

10 See Haggard and Simmons (1987) for a slight variation of this classification into structural, game theoretic, functional 

and cognitive.  
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accentuate the role of causal as well as normative ideas. The strong version of this asserts that neo-

liberals provide only a truncated picture of the sources of regime robustness by failing to recognise 

the repercussions of institutionalised practices on the identities of international actors. Consequently, 

their embrace for institutionalism is much broader than realists and neo-liberals. Contrary to most 

realists and some neo-liberals, this school emphasises that international regimes can be interactive. 

 

Krasner (1982b) clarifies the realist view; that the billiards table is the traditional view, that it 

assumes only relative state gains and that it has almost no regard for regimes. He shows that the view 

that assumes both absolute and relative state gains is actually called neo-realism/systemic-centric 

realism/  structural realism. He contends that the billiards table metaphor of International Relations 

of the 1960s was replaced with the tectonic plates metaphor in the 1970s by some realists who began 

appreciating international regimes more. While in both images the outcomes are a function of the 

distribution of power in the system, the former is concerned solely with political interactions among 

states, while the latter is concerned with the impact of the distribution of state power on various 

international environments. In this latter model, Krasner asserts, conflict is not ignored, but the 

world is not zero sum. Relative power is not the only state objective. Other objectives such as 

economic wealth could be ends in themselves; hence one plate is the distribution of power among 

states, the other international regimes. In agreement with Krasner, Gilpin avers that under neo-

realism, initially popularised by Waltz (1979 cited in Gilpin, 2001), ôalthough the state is the 

primary actor in international affairs, realism should acknowledge the importance of such non-state 

actors as multinational firms, international institutions, and nongovernmental organisation in the 

determination of international affairsõ (Gilpin, 2001: 17).  

 

Put differently, neo-realists use neo-liberal philosophical model in order to understand the 

development of structure within international politics. The hidden hand, which is the equivalent of 

markets in neo-liberal philosophy, is the emergent international structure of the balance of power, 

and the actors are states not firms and individuals, as is the case with neo-liberalism. The crucial 

chasm is that neo-liberals emphasis the individual so much; that the national state would rather be 

transcended so that the individual consumer, firm et cetera is able to operate in a seamless 

international arena- a view structuralism would be wary of.  

 



- 76 - 

 

 

 

2.4.1.2 Sources, Autonomy/Resilience and Transformation 

 

According to Krasner (1982a), international regimes stand between basic causal factors and related 

outcomes and behaviour, acting as a function of five basic causal variables: egoistic self-interest; 

political power; diffuse norms and principles (that influence a particular international regime in a 

particular issue area yet such norms and principles are not directly related to the issue area); usage 

(regular patterns of behaviour based on actual practice) and custom (long standing practice); and 

knowledge. 

 

The first two causes are the most discussed in International Relations theory, and hence the ones that 

I will consider. Egoistic self-interest, usually economic, is the most dominant. Young says it takes 

three forms of calculation. It may be a spontaneous process that in turn gives rise to spontaneous 

emergence of regimes- ôé the product of the action of many men but é not the result of human 

designõ (Hayek 1973 cited in Young, 1982: 282). Such regimes do not involve conscious 

coordination among participants, do not require explicit consent on the part of the subjects and are 

highly resistant to social engineering. However, we need to be careful not to overemphasise this 

spontaneity. For example, ônaturalõ markets are notoriously presented by neo-classical economists in 

this manner, and yet they are driven by a conscious coordination aimed at accumulating capital. 

Emergence of some regimes (mainly commons regimes such as naturally occurring industrial clusters) 

is mainly spontaneous, but that of the international regimes I am investigating is often weakly 

emergent.  

 

In contrast to spontaneity, international regimes may spring from a process of negotiation, giving 

birth to negotiated orders characterised by conscious efforts to agree on the major provisions, explicit 

consent on the part of individual participants and formal expression of the results. Negotiated orders 

could be constitutional contracts (where subjects are directly involved) or legislative bargains 

(subjects do not participate directly but are represented) (Young, 1982). Negotiated orders 

characterise the international regimes I am dealing with from the Northõs perspective.  

 

A third calculation is imposed orders. According to Young, these orders are fostered deliberately by 

dominant actors/ consortia of actors, do not involve explicit consent and work effectively in the 
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absence of formal expressions. This can take overt hegemony or de facto imposition. This form of 

calculation is a characteristic of the regimes I am analysing from the perspectives of both the North 

(hegemony) and the South (hegemony and imposition).  

 

Turning to political power, this could be either cosmopolitan and instrumental or particularistic and 

potentially consummatory. In the former, associated with neo-classical economics, it is argued that 

power secures optimal outcomes for the system as a whole, where, according to Adam Smith, it is 

necessary for the state to provide certain collective goods, such as defence, order, protection of infant 

industries, minimum welfare, public works, standards for commodities and property rights. In the 

latter, power is used to maximise the interest of specific actors, usually states, within the system 

(Krasner, 1982a). The milieu goals associated with cosmopolitan and instrumental power 

characterise the regimes I am analysing in a major way.  

 

The view of this thesis is that international regimes primarily stem from capitalismõs desire to design 

superstructures to solve international Prisonerõs Dilemma problems that threaten capital 

accumulation. Thus they are either oppressive, or capitalism hijacks them and turns them oppressive. 

In a sense, Young shoots himself in the foot. Having argued for spontaneity as yielding the best 

outcomes, he adds that international regimes do not necessarily need to yield equity, for even 

spontaneous orders involve intense power struggles, as the dominant actors finally co-opt other 

actors and drive the spontaneity in the direction that best suits them. In a word, international regimes 

are seldom developed under a veil of ignorance, as he concedes.  

 

Moving on from sources of regimes to their autonomy/resilience, Krasner (1982b) says that there 

are two ways in which international regimes acquire the latter. Firstly, it may arise out of lags; the 

relationship between basic causal variables and international regimes become attenuated, giving 

international regimes a leeway to impact independently on outcomes and related behaviour. For 

instance, contrary to Hegemonic theory, the decline of the hegemonic economic power since the 

1970s did not lead to disorder because post-War international regimes had by then grown great 

incongruence with the original causal variables and could run the system. Secondly, Krasner 

continues, international regimes may become interactive, not simply intervening, variables. Once an 

international regime is in place, it may develop a dynamic of its own that can alter, not only related 
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behaviour and outcomes, but also basic causal variables. This is as a result of four feedback 

mechanisms: alteration of actorõs calculation of how to maximise their interests, alteration of interests 

themselves, evolution of international regimes into sources of power to which actors can appeal, and 

alteration of the power capabilities of different actors.  

 

Krasner shows that once international regimes acquire autonomy, they may experience changes in the 

latter period. Changes in rules and procedures are changes within international regimes, as long as 

principles and norms remain unaltered; and changes in principles and norms are changes of the 

international regime itself. For instance, Krasner argues that the inclusion of the SDT rule for LDCs 

in the GATT Articles during the Kennedy Round was a change in the rules that brazenly violated the 

Most Favoured Nation (MFN) norm under the liberal economic international regime. However, he 

continues, the danger posed to international regime change as a result of possible accumulation in the 

poorest countries was counterbalanced by the concept of ôgraduationõ that was forced into the GATT 

by Americans during the Tokyo Round. The concept requires poor countries to abide by the liberal 

economic rules after reaching a certain level of accumulation. A change within regimes weakens it, but 

might or might not lead to its change.  

 

Finally, Young (1982) proposes three sources of international regime transformation. First are its 

internal contradictions. This might be either as a result of irreconcilable conflicts between its central 

elements, or where the contradictions, such as those of capitalism as a whole, assume a developmental 

character and deepen over time. Then there are shifts in the underlying structure of power, such as a 

major decline in the effective power of the dominant actor(s). Third are exogenous forces either 

coming from societal development as a whole- for example changes in technology, overall population 

growth, or changing tastes- or from pressure exerted by changes in another international regime. I 

hold that the primary source is contradictions within the international regime.  
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2.4.2 A Dependency View: Overall Theoretical Approach 

 

2.4.2.1 Introduction 

 

Having shown how the concept of regimes has been applied in International Relations theory, I now 

want to give my application of the concept within Dependency theory, my primary understanding of 

international relations and IPE throughout this thesis. I have four aims. The first aim is to show the 

relationship between Regime and Dependency theories. In other words, I aim to make clear the 

fundamental underpinning of this thesis; that, as far as issue areas are concerned, control-emergent 

regime governance of GVCs overrides control lead firm governance, primarily serves the 

accumulation interests of metropolitan capitalism, perpetuates dependency and promotes milieu 

goals. The second aim is to demarcate myself against mainstream International Relations scholars by 

highlighting the structural dimension of regimes, and showing the agency dimension in Dependency. 

This is because, although some mainstream International Relations regime scholars recognise 

emergence in regime-formation (for example Young, 1982), the general theorisation of the regime 

concept within this mainstream focuses on agency. And, International Relations theory as a whole 

has mistakenly seen Dependency as a purely structuralism theory. Thirdly, by advancing the regime-

dependency argument, I hope to bring to the fore the dependency aspect that none of the three main 

schools of thought within International Relations (realist/neo-realist, liberal/neo-liberal and 

cognitive) can adequately capture. Finally, I aim to contextualise the influence of contemporary forms 

of Northern state strategic selectivity on regime-formation. This will clarify further the first point 

regarding the relationship between regimes and Northern-driven global accumulation. 

 

I begin by noting that the structure-agency relationship is one of the key problems in social science, 

and it arises in a very interesting way with respect to our topic. This is because the relationship is not 

only a central problem with respect to our specific requirements in constructing a theoretical 

framework for the current research, but also because it has more general implications for an 

understanding of the IPE in a wider sense. In the following discussion, I will argue that elements of 

both structure and agency exist on both sides of the regime-dependency divide. By grasping these 

relationships, we will be able to map them out, thus enabling us to construct a link between the two. 

We will begin with Dependency, and then turn to regimes. 
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2.4.2.2 Agency and Structure in Dependency 

 

I take the general understanding of Dependency theory as defined by Dos Santos (1970: 231): ôa 

situation in which the economy of certain countries is conditioned by the development and expansion 

of another economy to which the former is subjectedõ. I clarify this because it is obvious that the 

theory has never been homogeneous, and Hoogveltõs (1982) discussion of the relationship between 

different tendencies within the Dependency school, clearly indicates this. However, there are key 

authors who can be considered to define the Dependency trend (or who were its precursors, or who 

dialogued with it in a constructive way). They include Samir Amin, Andre Gunder Frank, Walter 

Rodney, and the group clustered around the journal Monthly Review (led by Paul Baran and Paul 

Sweezy), as well as those who shared many common concerns with it, like Arghiri Emmanuel.  

 

Dependency theory is often, for example in the International Relations literature (Hout, 1993), 

equated with structuralism. This is too simplistic, however. Most fundamentally, Marxism, from 

which the dependency perspective derives its source, has always been opposed to determinism (Marx, 

1947 [1865]); the objective features of the mode of production constitute a basis upon which 

struggles occur. The struggles are purposive, but not in a merely idealistic sense: they seek to respond 

to, and develop, in an open-ended way, the possibilities inherent in a particular objective situation. 

Structure, therefore, does not define the outcome in any determinist sense, but it does provide the 

starting point for an understanding of the role of agency. 

 

Of course, it is true that 20th century forms of Marxism did sometimes fall into determinism, notably 

the mainstream Soviet trend. However the key authors mentioned above very much demarcated 

themselves against the mainstream Soviet orthodoxy. As with Marxism, the Dependency emphasis 

was very much on objective circumstances as an invitation to struggle.   

 

As an example, we could mention Frankõs (1978) treatment of 18th century India, early 19th century 

Egypt or mid 19th century Latin America as an arena where social forces could seek to grab some 

autonomy in relation to the international organisation of production and trade (a mode of 
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organisation dominated by the systemic core, but a domination which could be challenged). It is true 

that dependency relationships also explain why such struggles might well be defeated, but there is 

nothing to say that in a new set of circumstances, such as the world of ôglobalisationõ which we are 

addressing in this research, countries could not take advantage of the new set of circumstances 

offered, and escape in the direction of becoming less dependent. In his original formulation of 

Dependency, Dos Santos did after all say that the structural relationships create effects upon the 

periphery, which might be positive ones (Dos Santos, 1970).  

 

In Dos Santosõ argument it is true that, the stimulus being external rather than endogenous, the 

peripheryõs position might appear somewhat passive. But if we incorporate the role of agency, 

fundamental to the Marxian origins of Dependency, we can arrive at a situation where the shifting 

global power balance may open up (and of course slam shut) windows of opportunity. In this 

context, it is interesting to consider a creative development of dependency thinking on the part of 

South Korean scholars in a work edited by Kyong-Dong Kim (Kim, 1987). In particular, Young-Ho 

Kim synthesised Dependency and Modernisation theories in an economic model that showed the 

ôspreadingõ and ôbackwashõ effects of capitalism in the South, and in fact, ôneither of the [effects] is 

likely to exist alone without the otherõ. They ôwill also co-exist and interact with each other on a 

short term basisõ but eventually ôthey will show a clear tilt either towards dependency or developmentõ 

(Kim, 1987: 182, 199).  

 

According to Biel this is one of the most concrete illustrations of the mix of impacts that the 

capitalist structure has on the periphery, encompassed in Dos Santos definition of dependence. He 

argues that the terms should not necessarily be equated with ôgoodõ and ôbadõ: ôSpreadingõ means 

breaking up traditional structures, which can be ôbadõ, but it can also mean the growth of local 

capitalism, whiché[can be] something ôgoodõõ (Biel, 2000: 202). Behind this spreading-backwash 

outcomes, Biel shows that there were actually two different imperatives: the political necessity, part of 

Cold War, of permitting some autonomous capitalism in Asia, and the economic one of 

subcontracting manufacturing of cheap consumer goods to the region. However, since imperialism is 

incapable of smoothly bringing the two together, he argues that the hole was sealed by NIC elites 

taking advantage of the situation and partly driving NIC development in their own direction. But the 

key issue remains the dialectical relationship between the ôbackwashõ facet of dependency, which 



- 82 - 

 

 

 

sucks value into the core, and its ôspreadingõ facet, which creates development opportunities. This is 

highly relevant to our research, because as we will see in Chapter Three on evolution of regimes, and 

concretely in the case of Kenya in Chapter Four and Chapter Five, it may precisely be the regimes 

which open the windows of opportunity, and make ôspreadingõ possible (see also Biel, 2006). 

 

This is not to deny the qualitative differences between South Korea and Kenya, quite the contrary. It 

is precisely the relative autonomy of Asian capitalism in being able to seize advantages offered by the 

global economy which has enabled them to develop features of something which we might consider a 

secondary core, notably in our particular case, the textile-apparel industry; and it is precisely this 

factor which may make it more difficult for Kenya to follow in their footsteps in the direction of 

autonomy. I address this in Chapter Five. The point however is to see whether the ôspreadingõ 

opportunities opened up by the dependency relationship in its very recent form (AGOA) act as an 

incentive for attempts by the more disadvantaged actors in the international system to negotiate in 

pursuit of their own interests. This is precisely what our research will reveal to be the case: the 

Kenyan actors (especially firm managers, bureaucrats, trade association and Cabinet) sense, and can 

respond with cleverness and alacrity to the parameters of a more complex IPE than that described in 

the classic Dependency literature of the 1970s, notably one where there is a new Asian sub-core. In 

effect, they respond to openings in the structure of the IPE, within which agency can operate. Such 

attempts may be doomed, and indeed our conclusions tend in this direction, but their failure is not 

pre-determined. It is precisely the actorsõ understanding of structure which makes such attempts 

interesting, even heroic. Of course, their understanding of structure is somewhat intuitive, and there 

would be scope to make it more analytical. This may indeed be one of the normative contributions of 

this research. 

 

In this regard, the work of the pioneer of the ôscientificõ division of labour, Charles Babbage, is 

central. Micro/meso institutional literature referred to in section 2.2, particularly Clustering 

literature, is clear that the reason why industrial production is growing in the South is because of the 

factors around tacit knowledge, networks and the embeddedness of industry in local milieu. A 

number of those studies refer to the New International Division of Labour (NIDL) thesis (Froebel 

et al (1980) to show that the transplanting of parts of the industrial production to the South is based 

on cheap labour. Froebel et al themselves were drawing from the work of Babbage to illustrate this. 
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Nearly two centuries ago, Babbage had a theory that you could fragment the production of pins so 

that you could get women and children to do parts of the work, which would be cheaper than if you 

used men. Since the criterion upon which these divisions are based is merely ascribed, capitalism 

discovered that it could be extended to cover nation and race, rather than just age and gender. 

However, this is still a very one sided interpretation of Babbageõs work. This is because his central 

theme was actually that the changing division of labour results from advances in knowledge, or, 

rather, development happens through knowledge. 

 

The advantages which are derived from machinery and manufactures seem to arise principally from three 

sources: The addition which they make to human power.- The economy they produce of human time.-The 

conversion of substances apparently common and worthless into valuable productsé. there are, however, other 

sources of its increase, by which the animal force of the individual is itself made to act with far greater than its 

unassisted poweré (Babbage, 1832: 6) (emphasis in original). 

 

Using an experiment on the force necessary to move a stone along various surfaces, Babbage went on:  

 

the force necessary to move a stone along the roughly chiselled floor of its quarry is nearly two-thirds of its 

weight; to move it along a wooden floor, three fifths; by wood upon wood, five ninths; if the wooden surfaces 

are soaped, one sixth; if rollers are used on the floor of the quarry, it requires one thirty-second part of the 

weight; if they roll over wood, one-fortieth; and if they roll between wood, one fiftieth of its weight. At each 

increase of knowledge, as well as on the contrivance of every new tool, human labour becomes abridged 

(Babbage, 1832: 7-8) (my emphasis). 

     

This is a more qualitative definition of the contribution of the human element, rather than simply 

muscle power. Thus from the 1980s, IPE changed in the direction where the reason it was looking to 

the periphery was not just to get cheap labour, but also to co-opt networks, embedding and tacit 

knowledge. Subcontracting to OEM firms, for example, is based on the extensive knowledge of 

networks of these firms. Thus, although Clustering literature often refers to these factors, it rarely 

links them to Babbage. In Chapter Five, the knowledge that will interest us is not technical, but 

political-economic: the understanding of both the wider IPE of capitalism and the narrow workings 

of the GVC. Suffice to say that this is also somewhat related to one of the most under-researched 
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dimensions of the GVC analysis- the knowledge input-output structure. It could be argued that in 

the case of Kenya and SSA, this dimension is not important because of the low level of industry. My 

response is that Clustering literature has then failed to state explicitly that in the most peripheral 

parts of the South, IPE simply pursues cheap labour. However, this dimension might be deemed less 

relevant if our interest is only technical knowledge, which is not the case here.  

 

Let us now consider regimes.  

 

2.4.2.3 Agency and Structure in Regimes 

 

Here too, I would argue, there are elements of both structure and agency, of intentionality and 

emergent, self-forming order. The starting point is to recognise a fundamental ambiguity in the usage 

of the term ôregimeõ, that the two forms the term decomposes into are in fact both centrally relevant 

to our research and that they are situated in different regions of the structure-agency spectrum. 

 

On the one hand we have regimes whose essential characteristic is precisely that they embody 

spontaneous emergent order; they ôhappenõ as a result of complex processes of social interaction, 

rather than being designed. This captures Youngõs (1982) spontaneous regimes. Commons regimes 

are the classic case: they have existed historically, and continue spontaneously to pop up today, in 

response to challenges of resource management, as shown by Bollier (2003), Dolsak and Ostrom 

(2003), Ostrom (1990) and Ostrom et al (1992). The cement which makes regimes work is 

typically an informal set of rules and practices; these may in many cases be translated into formal 

rules too, but the latter often do not capture the regimeõs soul or essence. An ôinstitutionõ, in the 

special way the term is used in the institutional theory applied in this thesis, can well be informal. 

 

On the other hand, we have designed institutions which incorporate a strong degree of agency. This 

captures Youngõs (1982) negotiated and imposed regimes, and it is the broad understanding in 

International Relations theory. At first sight, the latter institutional definition seems overwhelmingly 

to predominate in the area which is our concern, that of international trade. Nevertheless, a deeper 

analysis will reveal a more nuanced picture. 
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To begin with, let us consider whether there is a common area of overlapping meaning shared by the 

two definitions. I believe that there is. Most obviously, regimes reveal, and indeed, prove the existence 

and viability of, a non-Hobbesian form of societal order-formation: their rules are observed not (or 

at least not exclusively) because of sanctions which enforce them, but because they are useful to the 

participants. Alongside grassroots commons regimes, we find more elite-driven examples, which at 

the same time can legitimately be said to manage a ôcommonsõ, in the sense of some good which is of 

value to the participants. Cases could include those institutions which survived the demise of the 

League of Nations (Universal Postal Union, Intercontinental Maritime Consultative Organisation).   

 

A reasonable argument can be made that structures such as the GATT/WTO , and those around the 

issue area of labour, such as the ILO, fall into this category. Take the GATT. Something was needed 

to regulate trade, and GATT somehow evolved to fulfil this function, and proved quite resilient. Of 

course, the GATT rules were formal, but still a strong case can be made that there is an informal set 

of procedures, customs and practices which are at least as important as the formal rules, and could 

well be argued partly to explain its institutional resilience. I will clearly show this in Chapter Three. 

 

2.4.2.4 Agency and Structure within the Regime-Dependency Debate 

 

By bringing in the case of GATT/WTO , we have immediately suggested an important point 

bridging our regime argument and the dependency debate. Although the GATT/WTO  operates as 

an internal commons of the core participants, its operation is quite different with respect to the more 

peripheral countries: in this case, it may well embody, and act as an instrument of, the will of the core 

to dominate the system. Recall that I stated this in sections 1.2.3.2 and 2.4.1.2. In this context, it is 

extremely interesting to consider the ôsystem of rulesõ governing the textile-apparel trade, in its 

various incarnations (STA, LTA, MFA, ATC and post-ATC). Arguably, this is an act of pure 

instrumentality on the part of the historic core: rather than permit an International Division of 

Labour (IDL) to self-engineer along the lines predicted by Ricardoõs liberal theory, instrumental 

barriers are created to channel the systemõs self-ordering in a direction conducive to the historic coreõs 

interests. These incarnations of the international textile-apparel trade could be called a regime mainly 
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in the colloquial sense of a system of governance, but in the more technical sense employed in 

Regime theory as applied in this research, they are a regime only inasmuch as they articulate the 

agreed collective interests of the core countries.  

 

It is important to note that in the Dependency analysis, the default position might well be for even a 

self-engineering IDL to reproduce the unequal structural relationships which were (owing to 

colonialism) placed at its point of departure. Nevertheless, there is no reason prima facie why the 

periphery could not unfold a Southern-centred form of agency to counteract this. The latter could be 

either collective (as in the New International Economic Order movement of the 1970s) or more 

individualist, as in the case of Kenya presented in Chapter Five.   

 

The Southern producersõ struggle to challenge the dependency relationship has elements of agency, 

but it is not necessarily a pure product of the old style voluntaristic national development tradition.  

It can be highly decentralised, as in the ôguerrilla capitalismõ thesis (Lam and Lee, 1992). At the same 

time, it is important to note that a Southern drive to autonomy is not limited to a choice between, on 

the one hand agency in the conventional sense of industrial policy, or on the other, scattered and 

individualist responses. On the contrary, it can itself enlist forces of self-organising systems with 

elements of regime-formation.   

 

The clearest case of this would be industrial clusters. Some of the classic examples addressed in early 

Clustering literature (see Schmitz and Nadvi, 1999), such as Sinos Valley in Brazil or Sialkot in 

Pakistan, were indisputably emergent phenomena: they happened through self-reinforcing processes 

without in a significant sense being designed; and there is some identifiable ôcommonsõ (consumersõ 

expectations of reliability of delivery et cetera) which had to be managed, typically through 

reciprocity (see section 2.2). Being both emergent and with a clear fund of mutual benefit and 

informal rules, clusters are a classic case of regimes in the strictest sense addressed by the Regime 

theory as applied in this thesis. None of this is to deny that they could be drawn into a subordinate 

role within GVCs, and indeed in this case, far from being exempt from the dependency relationship, 

they could indeed be one of its main embodiments. There is no doubt that the IPE has adjusted to 

incorporate clusters. However, the outcome of the question of whether they counter or reinforce 

dependency is not pre-ordained.   
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It is precisely in this context that, in the industrial policies of the last couple of decades, clustering 

often interacts with more purposive and state-centric uses of agency: it has become commonplace to 

seek to stimulate cluster-formation through appropriate state incentives, thus supposedly working 

with spontaneous emergent processes rather than ignoring them (as in old-style modernising 

approaches). In the overall argument I am making this clear: it is my interpretation of one of the 

major roles of EU PTA and AGOA. What factors influence the success or failure of such attempts? 

 

It is in this context that we should introduce the final piece of the jigsaw: accumulation regimes.  

Although this branch of theory developed somewhat separately from the Dependency literature, there 

are very strong interactions, notably in the works of Wallerstein and Lipietz (see Wallerstein, 1983; 

Lipietz 1987a). The Dependency literature always reflected an understanding that the notion of long 

cycles must be part of the model somehow. The notion of accumulation regimes constitutes an 

interesting response to this problem. Again, the structure-agency relationship is interesting. In the 

post-War regime the role of agency appears very strong, if we think of the role of Keynes or Bretton 

Woods, and more generally the centralised role of corporations and even of their subcontracting 

networks. Nevertheless, there are very important elements of emergence: the relationship between 

technologies, energy sources, labour relations et cetera are too complex entirely to be managed. This 

is even more the case with the regime of accumulation which issued from the crisis of the 1970s and 

is currently on its deathbed.  

 

The regime had its roots in the 1960s when TNCs increased their production sites in the South 

(Simai, 1990). There were cooperative politicians in the South (Lipietz, 1987a: 72), but 

metropolitan capitalism was also in a fix! If Southern demand was to continue to depend entirely on 

the wealth generated by exporting raw materials, it would fall as the price for these kept declining. At 

the same time, capitalism had to keep the prices of raw materials low to facilitate growth in the 

North (Biel, 2000). In addition to this paradox, the rate of profits in the North had begun to fall 

under post-1945 Keynesianism (Lipietz, 1987a). This forced capitalists to delay investments, or in 

the case of companies, to invest for the purpose of building competitiveness rather than expanding 

the underutilised capacity, resulting in a crisis of over-accumulation and/ or under-consumption 
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(Amin, 2003). The solution was to export capital as long prophesied by Imperialism theory (see 

Hobson, 1938; Lenin, 1996 [1916]). In addition, the relocation gelled with the political task of 

overseeing the transition from colonialism to neo-colonialism because it portrayed capitalismõs 

apparent respect for nationalism in the South. Also, it was an indirect route to export promotion of 

cheap manufactures from the South (Biel, 2000). Re-technologising and commercialising brands 

halted the relocation in the ISI form for a while (Biel, 2000), but the 1970s technological revolution 

made it technically possible to split the production process giving birth to the New IDL (NIDL) 

(Froebel et al, 1980), within which GVCs operate. Thus neo-liberalism established a certain playing 

field conducive to the emergence of structures like GVCs, but did not design them. 

 

This structure-agency interplay within the post-1970s regime of accumulation helps us to 

contextualise the influence of contemporary forms of Northern state strategic selectivity on regime-

formation. The Régulation approach has shown the relevance of the notion, originating from 

Gramsci and Poulantzas, of the inclusive capitalist state. Access to the capitalist state is not restricted 

to the bourgeoisie, and repressing the masses is not the only function of the state. Rather, the 

capitalist state is both an institutional site to be managed, and ultimately ôa given form of [state] 

regime will be more accessible to some forces than othersõ, and an agent of managing capitalism, or, 

better put, the generator of diverse strategies, in so far as ôit serves as an institutional base through 

which diverse societal forces mobilise accumulation strategies and hegemonic projectsõ (Jessop, 1990: 

260 cited in Neil, 2004: 87) (see also Jessop, 1999). ôThis means that the state is not equally 

accessible to all social forcesé and is not equally available for all purposesõ (Jessop and Sum, 2006: 

98). Within this frame, in the post-1970s regime of accumulation, the metropolitan capitalist state 

generated four forms of strategic selectivity: neo-liberalism, neo-statism, neo-corporatism and neo-

communitarianism. Only the general principles and/ or norms that embody these forms will be 

discussed, as given by Jessop and Sum.  

 

The principle and/ or norm that embody neo-liberalism is economic intervention by promoting 

markets (privatisation, liberalisation et cetera) even when this conflicts with the creation and/or 

maintenance of a coherent national Northern industrial core that can provide an enduring base for 
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international competitiveness. The approach for social intervention is neo-corporatism, and the 

principle and/or norm embodying it is structural competitiveness as opposed to the Fordist 

Keynesian concern with full employment. Neo-statism is the principal form of compensation for 

market failure, and the principle and/ or norm that embody it is the promotion of a state guided 

approach to economic organisation through intervention from outside and above market 

mechanisms. Among other policies, the state intervenes directly and openly to restructure declining 

industries. Lastly is neo-communitarianism, which is shrouded in ambiguity, since its principles 

and/or norms are its promotion as a supporting measure for neo-liberalism as well as an alternative 

to all forms of capital-friendly economic and social policy.  

 

However, Jessop and Sumõs coupling of the correction of market failure and a state guided approach 

is confusing because there is a contradiction between the two. The former is a mainstream liberal 

economics of a certain kind, which is regulating markets in the manner of Keynesianism. The latter is 

similar to the Developmental State strategy followed by Japan to industrialise, where the state 

replaces the marketsõ work. In this thesis, neo-statism is used in reference to the Northern state, 

Keynesian or developmental. The Southern equivalent is Developmental State or enabling state. 

Kenya is an enabling state, in the sense of facilitating the integration of the country within 

ôglobalisationõ. In my research, an enabling state stimulates raw material linkages rather than 

specifying local content (see section 5.2.4.1). The more typical form of neo-liberalism, such as 

Douglas Northõs (1990) NIE, or the ôgood governanceõ form of World Bank state theory that came 

in the 1990s (World Bank, 1992), affirms an enabling state. A Developmental State, as it applies to 

NICs, for example, is quite nationalist. It assumes a very strong kind of harnessing of state policy 

behind national economic interests, something that has been anathema to neo-liberalism. In fact, the 

market fundamentalism form of neo-liberalism repudiates the state altogether.  

 

These forms enabled, rather than designed, post-1970s regimes; Northern agency, drawing on 

specific principles and/or norms, generated a state strategic selectivity conducive for structure to 

emerge. Since the selectivity came from the Northern state, it served Northern accumulation interests, 

and hence regimes flourishing under it perpetuated dependency.  
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Similarly, Southern agency might respond to openings within regimes as emergent structures, in 

search of autonomy. True, we earlier depicted the ôsets of rulesõ around international trade in apparel 

as instruments of dependency. This is how it would appear with respect to the South. Nevertheless, 

they are not the pure emanation of the will of some unitary actor. They are the product of bargaining 

processes, and crucially these are both domestic and international (Odell, 1993). An example of the 

former in the textile-apparel industry is given by Heron (2002). Although international bargaining 

processes do not necessarily result in a regime in the strict sense of true reciprocity, nevertheless we 

cannot prima facie assume that such a process cannot result in regime-formation. Consider Odellõs 

(1993) study. Threats of economic retaliation, issued to Brazil in 1985 by President Reagan if it 

refused to scrap a programme designed to promote its computer industry, and hence displace US 

firms, flopped. Why? Brazil hardened its stance when it learnt that US computer firms were divided 

at best, or even largely opposed to Reaganõs coercion. The crux of it is that a few days after the 

threats, IBM and Burroughs officials, attending a private symposium with Brazilians in Washington, 

passed word that they had not asked for the threats. Brazilians were also advised of this disunity by 

former US policy-makers. In short, there is no unified definition of the national interest in the core. 

Although in a Thatcherite reading one might embrace de-industrialisation and re-deploy in the 

direction of financial services, many economic actors, including elite ones, would strongly disagree 

(see Krugman, 1991; Krugman et al, 1999).  

 

In addition, neo-liberalism and neo-communitarianism are particularly double-edged. Potentially, 

they can facilitate Southern accumulation and labour upgrading respectively.  

 

Thus international bargaining processes, conducted in a context where a unified definition of the 

national interest in the core lacks, and within the context of the principles and/ or norms embodying 

contemporary forms of Northern state strategic selectivity, may arguably provide room for 

manoeuvre for the South. In the context of this thesis, ôhumanisingõ the GVC in the South is 

possible. That is to say that, although it would be classic for the social responsibility argument to be 

co-opted as a disguised protectionism, we cannot foreclose the possibility of its being seized upon by 

interests in the South to benefit increased embedding of development in the form of the increased 

development of the human resources of the industrial workforce. Product upgrading is less feasible, 
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since Kenya and SSA are further limited by a new Asian sub-core. Even then, this limitation is not 

pre-determined. 

 

2.4.3 The Relevance of a Dependency Framework for the Upgrading Debate 

 

The relevance of a Dependency framework for the upgrading debate can be summarised as follows. 

On the one hand, firstly, it helps us to see international regimes as institutions that embody, and act 

as instruments of, the will of the core to dominate the system. Thus, contra to the voluntarism 

associated with mainstream approaches to industrial upgrading, especially the GVC approach, a 

Dependency framework shows us that product upgrading in the South, especially in LICs and LDCs, 

is a Herculean task. This thesis is in agreement with the GVC analysis and related literature, that lead 

firm upgrading is not entirely incompatible with the demands of the contemporary IPE. However, a 

Dependency framework reveals that capital has a ôlower gradeõ for LICs and LDCs. Thus, while lead 

firms can promote (and of course hinder) upgrading in LICs such as Kenya, this happens within a 

wider framework of regime governance that perpetuates dependency.  

 

What has changed is that, contrary to the classic Dependency literature of the 1970s, the parameters 

of contemporary IPE are more complex than those it described. However, far from necessarily 

facilitating upgrading, this factor may undermine it: in particular, the dependency of the apparel 

industry of a number of LICs, especially those of SSA, which include Kenya, on a new Asian sub-

core, may further limit such LICs in their pursuit of product upgrading.  

 

On the other hand, a Dependency framework helps us to see possibilities inherent in this objective 

situation, and hence it inspires Southern agency in its struggle to embed industry. As pointed out 

above, in many of the cases, including that of Kenya considered in this study, such struggles to 

upgrade products will be seen to be unsuccessful. However, even with product upgrading, failure is 

not predetermined. More inspiring still is that, when we turn to labour upgrading, possibilities within 

the current IPE under neo-communitarian ideology often exist, at least in theory.  
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2.5 HYPOTHESIS 

 

The central theorisation is that control-emergent regime governance of the GVC dominates over 

control lead firm governance of the GVC, serves the accumulation interests of metropolitan 

capitalism, perpetuates dependency and promotes milieu goals. The specific hypothesis is that the 

governance of regimes on production and trade in apparel, while not a necessary condition, was a 

sufficient condition to undermine product and labour upgrading in Kenya between 1992 and 2007.  

 

2.6 SUMMARY  

 

In this chapter, we have reviewed theoretical approaches to industrial diffusion, detailed the GVC 

approach and theorised regime governance. As far as issue areas are concerned, it is clear that lead 

firms are not the primary governors in the chain. Rather, they are only one of the actors. We have 

argued that this ôexternalõ governance is mainly regime governance. Taking a Dependency reading of 

Regimes theory, we contended that elements of both structure and agency exist on both sides of the 

regime-dependency divide. The resulting control-emergent regime governance overrides, as far as 

issue areas are concerned, control lead firm governance. It primarily serves the interests of Northern 

accumulation and perpetuation of dependency. It is also overlaid with the control dimension issuing 

from contemporary forms of Northern state strategic selectivity. We have identified the relevance of 

a Dependency framework for the upgrading debate as follows. On the one hand, firstly, it helps us to 

see international regimes as institutions that embody, and act as instruments of, the will of the core to 

dominate the system, and hence product upgrading in the South, especially in LICs and LDCs, is a 

Herculean task. Secondly, it shows us that the parameters of contemporary IPE are more complex 

than those described in classic Dependency literature of the 1970s. However, far from necessarily 

facilitating upgrading, this factor may undermine it: in particular, the dependency of the apparel 

industry of a number of LICs, especially those of SSA, which include Kenya, on a new Asian sub-

core, may further limit such LICs in their pursuit of product upgrading. On the other hand, a 

Dependency framework helps us to see possibilities inherent in this objective situation, and hence it 

inspires Southern agency in its struggle to embed industry, especially in its struggle to upgrade 

labour. We then hypothesised that the governance of regimes on production and trade in apparel, 
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while not a necessary condition, was a sufficient condition to undermine product and labour 

upgrading in Kenya between 1992 and 2007.  
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3 BACKGROUND TO REGIMES AND TO KENYAN APPAREL 

EXPORTISM  

 

3.1 INTRODUCTION 

 

In this chapter, I show how apparel international regimes, and the Kenya apparel industry, have 

evolved. In part one, first, I will deal with the GATT/WTO regime, the three regimes on 

production and trade in apparel, and the regime on labour, in that order. While the three regimes on 

production and trade in apparel are fully nested within the GATT/WTO regime, the regime on 

labour is only partially nested within it. Second, I will emphasise regime instrumentality within the 

framework of North-South relations. Third, major trends in global production and trade in apparel 

in the last 50 years will be directly and indirectly related to these regimes. In part two, I will give the 

evolution of the Kenyan apparel industry. First, I will show its birth and growth under ISI (1960-

85). Second, I will show the birth and growth of apparel exportism under EOI (1986 to date), and 

the influence of neo-liberalism in the shift. Finally, I will show the existing apparel export industry.  

 

Although this chapterõs primary aim is to provide a factual background, it is crucial that we recognise 

the key theoretical points that surface amongst the factual narrative. In part one, I am stressing that, 

in international regimes, there are elements of both strong Northern agency and spontaneous order. 

As in the dependency model, existing power relations create forces which encourage the benefits of 

emergent order to flow to the historic core. Nevertheless, that mechanism could slip out of control, 

which is why the ongoing adjustment of institutional structures needs to create a framework which, 

on the one hand, encourages self-organisation of the trading regime, and, on the other hand, channels 

that self-organisation in a manner conducive to the Northõs interests. This goal is partly embodied in 

the structures of the institutions themselves, notably in the relation between formal and informal 

rules. In contrast to classic dependency, where the structures of core-periphery relations were 

premised upon, and acted to reinforce, industrial dominance of the core, the new set of relations 
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enables overall dominance to be maintained under conditions of a partial de-industrialisation of the 

core and shifting of manufacturing capacity to the periphery. Alongside the issue of informal rules, 

we can consider Gramscian hegemony as an additional informal/systemic function which acts to 

channel spontaneous order in directions conducive to existing power relations. Although this is a 

major function of the labour regime, the role of ôregional spheres of accumulationõ is also 

significantly ôhegemonic self-organisationõ; it was not planned by the historic core, but it embodies 

their continued dominance under conditions of their own partial de-industrialisation. In a temporal 

sense, regimes signify the long cycles globally orchestrating the production relations of the capitalist 

mode of production; in a structural sense they are the institutions embodying those relations.  

 

In part two, I am showing- although somewhat indirectly in most instances- the fact that the relation 

between regimes and states is a key locus of power relations within regime institutional structures. 

The history of Kenyaõs apparel industry has unfolded against the background of these shifting 

structures. Nevertheless, as we have seen above, these structures are not foolproof, and there are 

factors which could be seized upon to promote autonomy. However, these are difficult to mobilise in 

the Kenyan case, because of, inter alia, Kenyaõs somewhat reactive rather than proactive approach, the 

ubiquitous insertion of Asia in value chains, Africaõs marginal bargaining position, and the 

contradiction between product and labour upgrading and the need to compete in markets.  

 

3.2 APPAREL REGIMES: EVOLUTION AND IMPACT ON GLOBAL APPAREL TRADE 

 

3.2.1 Main International Regimes in the Apparel Industry  

 

3.2.1.1 The GATT/WTO  

 

The GATT traces its roots to December 1945 when the US invited 14 countries to negotiate on 

trade liberalisation. There were two tracks: a broader attempt to set up the International Trade 
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Organisation (ITO) (alongside the IMF and the World Bank) that included inter alia tariffs, 

employment, subsidies and reconstruction, and a narrower one to reduce tariff levels for 

manufactures. Concerning the former, four preliminary conferences took place: in London (1946), 

New York (1947), Geneva (1947) and Havana (1947-8). The US Congress rejected the Havana 

recommendations for, inter alia, their UN-type of one nation-state, one vote democracy, leading to 

the death of the ITO initiative in December 1950. The narrower track had arrived at the GATT on 

30 October 1947 with 23 signatories. Governments were forced to revert to the GATT (OõBrien et 

al, 2000; Peet, 2003). In essence, ôthe GATT merely codified aspects of the treaties that the United 

States had negotiated since 1934õ (Barton et al, 2006). The Interim Commission for the ITO within 

the UN coordinated eight rounds of GATT multilateral trade negotiations (Peet, 2003). The first 

seven rounds (Geneva- 1947, Annecy- 1949, Torquay- 1951, Geneva- 1956, Dillon- 1960-1, 

Kennedy- 1964-7 and Tokyo- 1975-9) had a limited participation (an average of 25 countries), and 

excluded agriculture and textile-apparel (Jawara and Kwa, 2003). The last of the rounds (Uruguay- 

1986-94) integrated textile-apparel, and also transformed the GATT into the present WTO in 

1995 in Marrakech, Morocco (Peet, 2003).  

 

The WTO was established by 124 countries. Its 144 Members by 2002 accounted for over 97 

percent of world trade (Das, 1998b; Jawara and Kwa, 2003). It has six Agreements, among them the 

Multilateral Agreements on Trade in Goods, which has two main components: the general GATT 

1994, and twelve other Agreements in the area of goods, including one covering textile-apparel (Das, 

1998a; 1998b; Peet, 2003). The Ministerial Conference, which meets at least once every two years, is 

the main decision-making body (Peet, 2003; Narlikar, 2005). The WTO has a secretariat based in 

Geneva, and except for about 22, most countries send delegations to their permanent missions in 

Geneva to enable participation in negotiations. NGOs or interest groups do not have direct access, 

but can be accredited to access some Ministerial Conferences and meetings. The principle of 

enforcement, borrowed from the GATT, was strengthened through surveillance by the Secretariat 

through regular Trade Policy Review Mechanisms (Narlikar, 2005). This is the principle that, on the 

whole, set apart the WTO as a more legal organisation than the GATT. 
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In this thesis, regimes are both ôdesigned modes of governanceõ and non-compulsory and emergent 

structures. Therefore, it is crucial we see how capitalism has managed the GATT/WTO regime, to 

the interests of the great powers, within interplay of rules and voluntarism. Under GATT, each 

member government was in theory equal, but there was no majority voting. Agreement was reached 

by a consensus dominated by the governments of the strongest economies who set the agenda and 

drafted documents. The basis of consensus was Article XXV.5: that ôExcept as otherwise provided 

for in this Agreement, decisions of the CONTRACTING PARTIES will be taken by a majority of 

votes castõ. Consensus, which became the norm rather than the exception, was reached in the 

invitations-only Green Room meetings, which would in turn be extended to all contracting members. 

This process excluded the South (except Brazil and India who were regularly invited) from all 

decision-making and agenda-setting. Industrial powers therefore excluded products which had 

potential for accumulation in the South, and imposed that decision on the South (Narlikar, 2005).  

 

This management offered capitalism sufficient flexibility to innovate and adapt to changing 

circumstances. The first four rounds were concerned primarily with tariffs on goods. Beginning with 

the Kennedy Round, and more extensively in the Tokyo Round, non-tariff barriers to trade were 

brought into purview. Most notable, however, was the Uruguay Round which created a more formal 

judiciary with an Appellate Body, and brought under the GATTõs liberalisation agenda ônew issuesõ 

(services, Trade-Related Intellectual Property Rights, Trade-Related Investment Measures) (Barton 

et al, 2006). Since these areas were advantageous to the North, it dangled their liberalisation as 

carrots in exchange for a promise to liberalise those that were supposedly advantageous to the South 

(agriculture, textile-apparel and industrial goods) (Narlikar, 2005; Westhuizen, 2006).  

 

On the whole, the WTO system is more oppressive to the South than the GATT. WTOõs decision-

making is characterised by voting, consensus and informal procedures, all of which were inherited 

from the GATT. But as stated, the norm is consensus, codified in Article IX.1. It states that there 
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shall be consensus ôif no Member, present at the meeting when the decision is taken, formally objects 

to the proposed decisionõ (Narlikar, 2005). Narlikar argues that first, 22 countries of the South have 

no delegations at Geneva, and most of those with one can only afford a small one compared to a 

Northern one, which is normally twice as large. Several parallel meetings means that Southern 

delegations cannot voice their opposition at each and every decision. In addition, exclusive behind-

the-scene meetings still go on. This is in turn based on the preference for informal diplomatic 

procedures rather than formal ones. And according to Jawara and Kwa (2003), corporations play a 

major role in lobbying for agreements, both informally and through industry members of government 

delegations. What is more, they add, coercion of poorer countries has intensified in the WTO; they 

are arm twisted and threatened by, inter alia, aid cuts and loss of ôpreferentialõ trade programmes.  

 

Second, the two main principles inherited from the GATT- non-discrimination and reciprocity- 

remain oppressive to the parts of the South that compete with central capitalism. Non-discrimination 

is based on violation of two principles. MFN (extending concessions between two parties to the rest) 

is violated by the exceptions of regional agreements, ôpreferentialõ agreements and exceptions to a new 

acceding country. National treatment (all parties extended to reciprocate) is violated by excepting 

services. Third, the GATT comprised only industrialised countries, and, although most members 

signed up to all Agreements, it was voluntary. But the WTO was launched as a single undertaking, 

meaning that Members must be party to all its Agreements. Fourth, the benefits extracted by the 

North, especially under the ônew issuesõ, far outweigh those that the South can possibly extract. 

 

3.2.1.2 ôVoluntaryõ Restraints/STA/LTA/MFA/ATC/ Post-ATC 

 

Under protection in the late 19th century, the US textile-apparel industry began to challenge the then 

leading British industry. After World War I, the US Tariff Acts of 1922 and 1930 made this 

protection even higher: in 1930 the average US tariff on cotton and woollen goods was 46 and 60 
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percent respectively. The Great Depression forced trade in the sector in these two leading countries 

to slow down, giving Japan some leeway11. The UK used the Imperial Preferences System to manage 

the Japanese threat, while other affected countries used quotas. On its part, the US, in 1936, forced 

Japan to ôvoluntarilyõ restrain its exports. By the 1950s, these restrictions had been extended to 

Eastern Europe and a few other countries in the South (Cline, 1987).     

 

US restrictions on Japanese cotton textile-apparel exports were renewed in 1955 and 1957 

(Aggarwal, 1985). As a result, the Japanese share of US imports of cotton textile-apparel fell from 

63 percent in 1958 to 26 percent in 1960, while that of Hong Kong rose from 14 to 28 percent 

(Cline, 1987) (see also Keesing and Wolf, 1980). In 1959 India, Pakistan and Hong Kong were also 

forced by the UK, under the Lancashire Pact, to restrict their exports12. Other European countries 

used Articles XII and XXXV of the GATT to impose these restrictions. Even then, flooding of 

Northern markets by imports was only an excuse; there was no evidence. The primary cause of the 

protectionism was to build an artificial comparative advantage in the industry. In the US, producers 

were relocating to the south of the country for cheaper wages, while in other Northern countries the 

development of synthetic fibres was leading to intra-industry competition and a solution was needed 

(Aggarwal, 1985).  

 

When Hong Kong was ôaskedõ to restrain itself by the US, it refused, forcing Undersecretary of State 

Douglas Dillon, under direct instruction from President Kennedy, to push through the GATT for an 

agreement. The agreement was negotiated between 1959 and 1960 and became the basis of the 1961 

STA. The STA was followed by the LTA in 1962 (Aggarwal, 1985) (see also Das, 1998a; 1998b). 

Also, in 1960, US negotiators pushed for the adoption of the concept of ômarket disruptionõ, which 

was defined as instances of sharp import increases associated with low import prices not attributable 

to dumping or foreign subsidies (Cline, 1987). This concept remained a cornerstone for the STA, 

LTA, and, later, the MFA. The LTA was monitored by the GATTõs Cotton Textiles Committee 

                                                      

11 Japan became the leading world exporter of cotton textile-apparel in 1933 (Aggarwal, 1985). 

12  Indian, Pakistan and Hong Kong exports into the UK had mainly grown under the Imperial Preferences system. 
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where GATT allowed the North to conclude bilateral agreements with the South, or impose 

unilateral restraints if they could not secure them. Much of the North chose the agreements route, 

with the US concluding 18 of them by 1966 (Aggarwal, 1985; Das, 1998a; 1998b). The LTA was 

extended for three years in 1967, and for another three years in 1970 (Das, 1998a; UNDP, 2003). 

The automatic rise of quota for STA and LTA was 5 percent (Cline, 1987).   

 

Manmade fibre and wool-based products had to be restricted too. The US attempted to restrict them 

in 1969 but this was resisted by Europe. Europe feared restriction of its own exports to the US, 

instead preferring a unilateral and bilateral approach without deference to the GATT (Aggarwal, 

1985). Japan had also refused to ôvoluntarilyõ restrain its manmade and wool exports. President 

Nixon threatened a unilateral restriction under the ôTrading with the Enemy Actõ. Before the day of 

enforcement, however, Japan agreed to comprehensive restraints. By 1972, the US had further 

bilateral agreements restricting these products- with Hong Kong, Korea and Taiwan. Diversion of 

exports to Europe exerted pressure for Europeans to agree to the comprehensive MFA (Cline, 1987). 

 

The MFA came into effect on 1 January 1974. Its automatic rise of quota was 6 percent. In going 

for the MFA, the US wanted a multilateral approach so as not to dampen the GATT, to share out 

the import ôburdenõ with Europe, and to avoid burdening Congress with regular legislation (Cline, 

1987). MFAõs monitoring mechanism was the GATTõs Textiles Surveillance Body, a subsidiary 

organ of another GATT subsidiary organ, the Textiles Committee. African-Caribbean Pacific (ACP) 

countries (hence Kenya) did not sign the MFA, although caution is necessary because in theory they 

were covered: the arrangement was to be ôopen for acceptance, by signature or otherwise, by 

government contracting parties to the GATT, or having provisionally acceded to the GATT and by 

the European Economic Communityõ (GATT, 1974: Article 13).  

 

The MFA was extended for four years in December 1977 (MFA II), with the protectionism being 

tightened further. Europe was now leading the drive. First Europe complained that its imports had 

surged more because it had dragged its feet behind the US in bilateral restraints (the first European 

restraint was in 1975- on Hong Kong and Korean exports). However, a greater issue at hand was 

actually European inter-regional trade associated with rising specialisation in the region during that 
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time. Over opposition from the South, Europeans replaced the relatively difficult to demonstrate 

clause of ômarket disruptionõ with one permitting ôjointly agreed reasonable departuresõ (Cline, 1987; 

Keesing and Wolf, 1980).  

 

The MFA was renewed for another five years in December 1981 (MFA III). The ôreasonable 

departuresõ clause was removed but still another one on ôanti-surgeõ, which provided for restraint in 

the face of sharp increase of imports of sensitive products with previously underutilised quotas, was 

inserted. In July 1986 the MFA was extended through July 1991 (MFA IV), and the ôanti-surgeõ 

clause retained, among other even more tightening clauses, such as expanded coverage and anti-fraud 

measures (Cline, 1987). Finally, the MFA was renewed indefinitely in July 1991 (MFA V) pending 

the outcome of the Uruguay Round (Das, 1998a; UNDP, 2003). The round mandated a 

transitional ATC to phase it out in four stages between 1995 and 2005 (16 percent in 1995, 17 

percent by 1998, 18 percent by 2002 and 49 by 2005). The ATC was monitored by the WTOõs 

General Council through its Goods Council and Textiles Monitoring Body surrogates.  

 

Looking at Table 3 below, contra to this protectionism, apart from Japan, trade among industrial 

countries, estimated in 1984 at 43 (textile) and 35 percent (apparel), took place unfettered. The 

estimated MFA restraints of the Japanese and the rest of the Southõs imports into industrial countries 

was 3 and 11 percent (world textile trade) and 1.4 and 38.5 percent (world apparel trade) 

respectively. The remainder of world trade in the sector was restricted through other means. Also, the 

approximate Southõs imports were only 30.8 and 12.8 percent of textile and apparel trade 

respectively (Cline, 1987). 

 

The ATC did not set a clear benchmark for integrating products. This gave Northern importers 

(apart from Norway) the opportunity to effectively back load the integration process. As a result, 

while integration targets and quota growth were met, restrictions were not effectively eliminated as 

scheduled. Back loading was made easier by the lack of specification regarding the choice of the 

products (from the four groups of tops and yarns, fabrics, made up products and apparel) at  
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Table 3: Shares of world trade in apparel subject to MFA and other restraints (%) 

 Importing Area Supplying Area % 

1. 

 

 

2. 

 

 

 

3. 

Free of restraints 

Industrial countries 

 

MFA restraints 

Industrial countries 

 

 

Bilateral or national 

restraints 

Industrial countries 

Developing countries 

Eastern area 

    Subtotal 

Subtotal, restrained 

Total 

Memorandum: value (US$ 

billions) 

 

Industrial countries except 

Japan 

 

Japan 

Developing countries 

    Subtotal 

 

 

Eastern area 

All sources 

All sources 

 

(2+3) 

 

 

 

35.1 

 

1.4 

38.5 

39.9 

 

 

5.0 

12.8 

7.2 

25.0 

64.9 

100.0 

 

46.0 

Source: Adapted from Cline (1987) Table 6.1 

 

different stages. Selection of the products for integration was left to the discretion of the restricting 

countries (Das, 1998b; Hayashi and Bauer, 2004; Nordas, 2004). For example, it is the less sensitive 

products, such as tire cords, tampons and tents that were liberalised by Canada, the EU and the US 

during the first stage (Baughman et al, 1997 cited in UNDP, 2003). However, when it came to 

apparel imports, which is a ôsensitiveõ item, the EU liberalised a mere 1 per cent of the quotas rather 

than the targeted 17 per cent, and it was a similar story for the US (UNDP, 2003). Removing what 

were still high export tax equivalents in 2005 automatically led to an export surge from the worldõs 

leading supplier, China. Chinese exports to the US increased by 39 percent in 2005, exports of 

formerly quota constrained products inching up by 270 percent (Hoekman and Kostecki, 2009). 
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The North managed this by introducing safeguard measures against Chinese textile-apparel, under 

Chinaõs WTO accession protocol provision that expired on 1 January 200913. 

 

The liberalisation of the sector is also phoney because tariff escalation remains (Blackhorse et al, 

1996 cited in Hayashi and Bauer, 2004). Tariffs for the sectorõs products remain much higher than 

for most other manufactures; the Uruguay Round only reduced the trade-weighted tariff average in 

industrial countries from 15 to 12.1 percent (Hoekman and Kostecki, 2009). 

  

My intention is to show the interplay of agency and spontaneous emergence, and hence I want to 

state that we need not over-emphasise agency as it seems I have done so far. With regard to the 

MFA/ATC, perhaps what demonstrates this interplay best is that a spontaneous response to the 

protectionism arose where some Asian countries applied false labelling (to change the apparent 

country of origin) and/or relocated some production to non-MFA signatories or countries whose 

quotas were not fully utilised (Dicken, 2003). However, this was short-lived: soon central capitalism 

was in control of profits in the sector once again through brand identities and re-technologising the 

industry (Biel, 2000). In Germany, for instance, physical capital per employee increased considerably 

faster for the apparel industry than for the manufacturing sector as a whole between 1970 and 1984 

(Spinanger, 1992). In addition to branding, from 1980s, neo-statist regimes, which we shall consider 

in the next two sections, arose spontaneously to counter the threat of the efficiency of the Asian 

industry following its spontaneous expansion. These regimes received a boost from agency, in the 

form of government policy on outsourcing of the most labour intensive aspects of production, while 

retaining the higher added tasks. In the US, this ôserved to undercut the protectionist coalition that 

had sustained the MFA up until this pointõ (Heron, 2006b: 5).  

 

The relocation to non-MFA signatories, the innovation of branding and the emergence of neo-statist 

regimes were primarily spontaneous responses to remain afloat. These combined with more explicit 

agency roles given above, and others, such as the fact that some industrialised countries had export 

                                                      

13 For example, some Chinese apparel categories were limited by the Memorandum of Understanding (MoU) signed 

between Washington and Beijing on 8 November 2005 (see Office of the US Trade Representative (USTR), 2005).  
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interests, in particular the EU countriesõ export interests to the US for higher value apparel (Croome, 

1999), to hasten liberalisation. The North was also explicitly using liberalisation as a sweetener in 

return for the introduction of services and intellectual property rights in the WTO. Moreover, 

Francois et al (1997 cited in Nordas, 2004) show that by the time of the liberalisation, much of the 

liberalisation welfare gains had been calculated to be concentrated among importing countries, and in 

one projection, exporters would experience a welfare loss, since ôthe rise in exports is not sufficient to 

compensate for the loss of quota rentsõ (Nordas, 2004: 25) (see also World Bank, 2005a). Thus 

overall, it is because of the interplay of these dynamics, rather than either of them, that international 

trade in the sector switched from protectionism to relative liberalisation in 2005.  

 

The systemic structure broached here is dovetailed into regional spheres of accumulation- with much 

tension because of the contradiction inherent. Regional spheres of accumulation stem from a 

development in 1965 (Kennedy Round) when the GATT formally recognised a GSP under Article 

XXXVI: 8. However, there was a precursor to the GSP, namely the first negotiations launched under 

GATT auspices in the early 1940s. Initially, the US forced the British Empire to scrap its Imperial 

Preferences System granted to its dominions. It was ôagreedõ that no additional margins of 

ôpreferencesõ were to be granted, that the then existing ôpreferencesõ were not to stand in the way of 

action with regard to US tariff ôpreferencesõ, and that reduction in tariffs was automatically to reduce 

or eliminate margins of ôpreferenceõ. These three, in Americaõs lexicon, were by design to confine and 

eventually eliminate the system (Gardner, 1969). However, the principle was returned, first in the 

Haberler Report of 1958, the Ministerial Declaration of 1961, the Action Programme of 1963, and 

the Trade and Development chapter added to the GATT Articles in 1965.  

 

GSPs cover products with a MFN duty below ten percent. However, it contradicted Article 1 (the 

MFN principle); hence the Enabling Clause was adopted in 1971, initially for ten years. When the 

MFA came to be crafted, the preamble had made allowance for GSP (GATT, 1974: Preamble, 

Paragraph 7). In 1979 (Tokyo Round), the Enabling Clause was amended to run indefinitely. The 

GSP was pushed by the United Nations Conference on Trade and Development (UNCTAD), and 

only eleven countries or country groups implemented it.  
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However, GSPs excluded textiles-apparel products. These were among ôsensitiveõ products policed 

through closely monitored bilateral PTAs that were more detailed than the GSP- because of the 

threat of Southern accumulation that they posed. The key point is that, just like GSPs, they were not 

ôpreferentialõ as they seemed. In manufacturing, the Northõs intention was to simultaneously stimulate 

their declining industries by subcontracting only basic assembly (through the restrictive RoO), while 

maximising on cheap Southern labour by importing cheap products- the so-called production 

sharing/ outward processing arrangements. I deal first with EU PTA.  

 

3.2.1.3 EU-based Regime: the Case of EU PTA  

 

Building on technical aid programmes towards ACP countries initiated by the Treaty of Rome 

(1957), Yaoundé I Convention (1963) and Yaoundé II Convention (1969), the EU developed its 

GSP under Lomé I Convention (1975), renewed as Lomé II Convention (1979), Lomé III 

Convention (1984) and Lomé IV Convention (1990). The conventions offered ôpreferentialõ quotas 

and duty reduction of ACP apparel imports. While the conventions were generally restrictive, 

requirements for ôsensitiveõ products (essentially apparel) went ahead to require a double 

transformation RoO.  

 

A product could be considered to be an export of a beneficiary country only if: a transformation within the 

country had taken place between tariff headings and there had been a minimum of 60 percent domestic value 

addition. Rules of origin for clothing were even tighter. A process criterion (two distinct stages of production 

had to be undertaken in the beneficiary country) was applied, and third country raw material content could not 

exceed 15 percent of the ex-factory price of an exported good. In other words, in the case of clothing, weaving 

or spinning had to take place in the country of origin (or in another beneficiary country) for the product in 

question to command duty-free status (Gibbon and Ponte, 2005: 52). 

 

For Kenyan apparel, for example,  

 

EC Directive 3817/81 dated 23.12.1981 defines ògoods originating in a preferential-treatment countryó as 

follows, within the framework of the WTA [World Textile Agreement/MFA]: goods completely produced in 

the country concerned; goods produced in the country concerned by using materials which had not been 
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produced locally, however, which had been processed locally to a sufficient extent. With regard to cotton knits 

in list A of the above mentioned Directive, òsufficient extentó is defined as follows: òChapter 60 òknits- 

Manufacture from carded or combed natural fibreséi.e. cotton may be imported in the form of carded sliver 

or combed sliver; all other process steps, such as spinning, knitting, dyeing and sewing, must have been carried 

out in Kenya and proof of this must be submittedó. Only if this is the case, cotton knits or finished goods made 

thereof can be given a Kenyan certificate of originé (Nacken, 1982: 47-8).   

 

In 2000, the Cotonou Agreement replaced Lomé Convention IV. The agreement set a ôlegalõ basis to 

initiate fresh negotiations between the EU and non-LDC ACP countries, which were to culminate in 

the establishment of Economic Partnership Agreements (EPAs) with various groupings of such ACP 

countries by 1 January 2008. This means that, since the Agreement was a transitory one, SSA 

continued to trade more or less under Lomé IV rules. In any event, the Agreement was ratified much 

later, in April 2003, and the EPAs are yet to materialise for most ACP members14.  

 

3.2.1.4 US-based Regime: the Case of AGOA 

 

The US GSP was instituted in 1976. With regard to SSA, until 2000, 48 countries enjoyed 

ôpreferentialõ access to the US market15. According to Mwega and Muga (1999), they would pay 

essentially zero tariffs but were subjected to a battery of conditions; inter alia, duty averaging 17 

percent of landed value (for apparel products). And according to Mattoo et al (2003), their margin 

of ôpreferenceõ over other MFN suppliers was a mere five percent. However, European colonial ties 

with SSA also accounted for the American GSPõs lack of supply response from SSA. Either way, to 

give a fillip to the response, this GSP was improved by AGOA, effective 1 October 2000. The Act 

added to the GSP approximately 1 800 duty free product tariff lines, among them those on apparel, 

to make a total of approximately 7 000 product tariff lines at present. Apparel became the most 
                                                      

14 The EPA (and the Cotonou Agreement) excludes LDCs who instead can ôbenefitõ from the Everything But Arms 

(EBA) of 2001 (took effect in 2005). EBA resembles the Lomé conventions, and accommodates nine more beneficiary 

non-ACP LDCs (Afghanistan, Bangladesh, Bhutan, Cambodia, Lao, Maldives, Myanmar, Nepal and Yemen). For a more 

comprehensive review of the Cotonou Agreement and EBA see Gibb (2006). 

15 GSPs are regularly reviewed, and the latest US review extends through to 31 December 2009. 
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important export to the US, partly because of the high duties imposed earlier on (McCormick et al, 

2006). AGOA was initially to run through to 30 September 2008.  

 

These were the major AGOA rules. There would be no quantitative limitations for articles assembled 

from fabric wholly formed and cut in the US from yarns wholly formed in the US, and those 

assembled from fabric wholly formed in the US but cut in a SSA beneficiary country, as long as the 

yarn is wholly formed in the US and the thread is American. If the yarn is either African or 

American, but the fabric is formed in SSA, a cap of 1.5 percent of the aggregate Square Meter 

Equivalent (SME) of all US apparel imports in the preceding year would be imposed. This would be 

for the first year, which would be subsequently increased in each of the seven succeeding years, to 

reach 3.5 percent in the last year (2007). LDCs (based on 1998 World Bank measurement and 

classification of countries with less than US $ 1 500 Gross National Product per capita) were 

allowed to get fabric- wholly formed or even cut- from wherever in the world through to 30 

September 2004, but they were not exempted from the caps. There were also two important special 

rules. There was the de minimis rule; that products with limited non-US/ non-African fibres and 

yarns will be given duty free status, as long the weight of such fibres and yarns does not exceed seven 

percent of the total weight of the product. The second rule was the discretion of allowing duty free 

articles containing non-US/ African findings and trimmings (sewing thread, buttons, zippers, labels 

et cetera), as well as interlinings, as long as they do not exceed 25 percent of the total cost of the 

components making the article. Finally, folklore/  hand loomed/  handmade articles were also to be 

allowed duty free, as well as articles cut/ knit-to-shape and sewn from non-US/African fabric or 

yarn not available in commercial quantities (US Congress, 2000).     

 

A 2002 amendment (ôAGOA IIõ) raised the cap of non-third country fabric exports from 1.5 to 2.17 

percent for the year beginning 1 October 2002, to rise by equal increments, and by 7 percent in 

2007. This was not of benefit to Kenya because all its exports are made from third country fabric. 

The amendment also lifted quantitative limitations for articles assembled from components which 

are knit-to-shape (such as sweaters, Tee-shirts and socks) in the US using US yarn or those knit to 

shape in a SSA beneficiary country, as long as the yarn is wholly formed in the US and the thread is 
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American. Moreover, it allowed for cutting of fabric/ knitting of yarn to occur in the US and SSA, 

rather than one or the other, and LDCsõ RoO exemption was retained (US Congress, 2002).  

 

ôAGOA IIIõ extended AGOA ôpreferencesõ to 2015 and LDCs exemption from adherence to the 

RoO to 30 September 2007. It also raised the de minimis rule from seven to ten percent, and 

demanded that African beneficiary countries should support WTO liberalisation agenda. Certain 

machine-made articles were also included under the folklore/hand loomed/handmade category. The 

other important amendment was the addition of a third special rule allowing duty free imports of 

articles with the following non-US/ African components: collars and cuffs, drawstrings, padding, 

waistbands, belts attached to article, straps containing elastic and elbows (US Congress, 2004). 

ôAGOA IVõ extended the LDC exemption to 30 September 2012 and set the limit for commercial 

quantity availability of denim articles at 30 million SME (M2) (US Congress, 2006).  

 

AGOA came with a battery of eligibility criteria. First, the beneficiary SSA country was not to stand 

in the way of US foreign and security interests. Second, it was to respect human rights, and cooperate 

in the fight against terrorism. Third and most important for this thesis, it was to show evidence for, 

or should have been making continual progress to show evidence for, acceptance of markets, political 

and judicial ôgoodõ governance, friendliness to US investment, poverty reduction (partly through 

market mechanisms such as micro-credits), anti-corruption and upgrading labour standards. 

Regarding the last, it should have shown evidence for, or progress towards  

 

protection of internationally recognised worker rights, including the right of association, the right to organise 

and bargain collectively, a prohibition on the use of any form of forced or compulsory labour, a minimum age 

for the employment of children, and acceptable conditions of work with respect to minimum wages, hours of 

work and occupational safety and health (US Congress, 2000: 4).    

 

But what is AGOA? As I will show in Chapter Five, AGOAõs basis is partly economic, partly 

political. Economically, the US is competing with other great powers and AGOA is meant to 

stimulate the US textile-apparel industry and/ or expand the sphere of influence of US TNCs. 

Politically, the US is taking from Europe the latterõs hegemony in Africa (see Biel, 2003). Biel makes 

it clear that AGOA is also meant to reconcile the demands of improved governance (some limited 
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and policed accumulation and/ or poverty reduction) through low-wage employment, creating a self-

maintaining system of international level order, which leaves crude military intervention as a last 

resort. We can add that such stability secures systemic social reproduction of labour. This leads us to 

the final regime on labour.  

 

3.2.1.5 The Regime on Labour 

 

Within the regime on labour there are two interests for capitalism as a whole: maintaining low-level 

international social order and protecting Northern industry. The first interest is a broad interest of 

the system not restricted to regimes, let alone to this one. What I broach here, therefore, focuses 

more on the second interest- regime evolution as a protective device for metropolitan profitability of 

industry, including apparel, and for maintaining the balance between class forces in the North. The 

regime revolves around two forms: a ôpublicõ one revolving around the state, and a more recent 

ôprivateõ one that excludes the state to some extent. 

 

First the ôpublicõ form. This is the main one, and hence the one I will detail. It revolves around the 

ILO, which was formed in 1919. True, the ILO was predated by six ôpublicõ developments, namely 

the 1886 First Internationalõs proposal for an international labour policy agenda, the 1890 Berlin 

Conference on international labour legislation, the 1901 establishment of the International Labour 

Office, the 1904 First bilateral labour treaty between France and Italy and the 1906 first multilateral 

treaties on night work by women and use of white phosphorous (Stevis and Boswell, 2008). 

However, this ôpublicõ face first crystallised in 1919.    

 

ILO decisions are taken at its annual general assembly (International Labour Conference (ILC)), and 

at its executive council (Governing Body). Each of the national delegations at ILC has two 

government representatives, one representative for employers and one for workers. All four may vote 

and may take different positions (OõBrien et al, 2000). Thus the ILO brings together governments, 

capitalists and international union confederations. The latter bring national union confederations 

together. The largest and most active of these confederations is the International Trade Union 
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Confederation (ITUC). ITUC, previously existing as the International Free Trade Union (IFTU), 

split from the World Federation of Trade Unions (WFTU) in 1948. The World Confederation of 

Labour (WCL), which stresses spiritual and humanistic aspects, is a much smaller union with greater 

affinity to IFTU/ ITUC than to WFTU (OõBrien et al, 2000). It is imperative that we understand 

why this split took place. 

 

Contemporary trade unionism traces its roots back to Robert Owenõs formation of the Grand 

National Moral Union of the Productive and Useful Classes in 1833, and, the consequent official 

birth of the English working class movement in the same year (Heilbroner, 1969; Taylor, 1982). 

Unlike modern unions, its goals were not limited to hours and wages or to management prerogatives 

and other general working conditions. Rather, it was to be an instrument of not only social 

betterment but also of social change. The collapse of this movement was followed by the Communist 

League in 1836 which died in 1848. The International Workingmenõs Association of 1864 (First 

International) had modest success before winding up in 1874 (Heilbroner, 1969). Braithwaite and 

Drahos (2000) argue that the zeal for social change caused internal strife within the International: 

Marxists wanted to conquer the state, anarchists wanted its destruction. Thus Stevis and Boswell 

(2008) label 1864-76 as the period of challenging the state and capital.  

 

Braithwaite and Drahos (2000) add that it was after the overthrow of Marxists and anarchists by 

Fabian Socialism during the Second International (1889-1914), that unions shifted focus from the 

nationalisation of the means of production to the improvement of wages and working conditions. 

Stevis and Boswell (2008) label this as the period of reforming the state and capital. They show that 

this is the time that Northern labour protectionism was born, and also the context in which the 

contemporary architecture of the global union network came into existence. They show that first 

came the International Trade Secretariats (ITSs) (called Global Union Federations (GUFs) since 

2002), which bring together unions in a particular sector. ITSs were soon followed by umbrella 

national union federations- national organisations of various sectoral unions. Next, the exclusion of 

unions from the Second International, led to the formation of the International Secretariat of 

National Trade Union Centres in 1901, renamed IFTU in 1913, chiefly to marginalise anarchists. 
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Unlike this union network, the Second International had membership from Latin America and Asia, 

but like the network, it also marginalised anarchists. IFTU was reconstituted in 1919. Communists 

were excluded and Christian unionists stayed away, forming WCL. It was IFTU that represented 

labour interests at ILO formation. The Third International, formed in 1919, formed the 

International Council of Trade and Industrial Unions in 1920-1 (Stevis and Boswell, 2008). The 

key point is that the pre-War shift of unionism ideals leaves us with little wonder as to why its co-

option in the ILO by capitalism during the Versailles negotiations was not as difficult.  

 

Now, the split occurred at the beginning of what Stevis and Boswell (2008) call the period of 

fighting along with the state (1945-69). The vehicle for fighting was WFTU, formed in 1945 to 

replace IFTU, by the merging of the US Congress of Industrial Organisation (CIO) with British and 

Soviet trade unions, as a grand alliance of labour to mirror the grand alliance of nations against 

Germany and Japan (Cox, 1977). The disagreement was therefore about sympathy for communism 

that was coming from Soviet unions- against ILOõs interest. Braithwaite and Drahos (2000) are clear 

that a major concern behind establishing the ILO was that as capital gets internationalised, the race 

to the bottom might fall into the hands of communism agitators, who might use it to accumulate. 

Thus the WFTU was left to unions sympathetic to communism, and IFTU became the International 

Confederation of Free Trade Unions (ICFTU) in 1949. Stevis and Boswell (2008) add that ICFTU 

remained weak in the 1970s and 80s. They also add that in 2006 ICFTU joined with the second 

largest union, WCL, and others, to form ITUC, while GUFs formed the Council of Global Unions 

in 2007. 

 

In addition to the tripartism above- what Cox (1977) calls ôcentralisedõ corporatism- the ILO also 

works with corporations directly- what Cox (1977) calls ôenterpriseõ corporatism. This originates 

from World Company Councils (WCCs) that were set up in the 1970s by ITSs to coordinate 

unions within the same corporation. Although WCCs were unsuccessful, and were abandoned by the 

end of 1970s (Stevis and Boswell, 2008), their successors have contributed in managing labour as the 

ILO prompts them. The Group of Seventy Sevenõs (G 77) efforts from the early 1970s to gain a 

UN Code of Conduct for TNCs were effectively vetoed by the US. Instead, in 1976, the 



112 

 

 

 

Organisation for Economic Cooperation and Development (OECD) established Guidelines for 

Multinational Enterprises, and in 1977 the ILO adopted a Tripartite Declaration of Principles 

Concerning Multinational Enterprises and Social Policy. These initiatives culminated in ILOõs 1998 

International Labour Conference downsizing the number of standards to four (freedom of 

association and collective bargaining, forced labour, child labour and discrimination in employment) 

(Braithwaite and Drahos, 2000). These four become manifest in eight conventions which Kenya has 

ratified, with the exception of Convention 87 on freedom of association.  

 

But what is ILO? It is primarily the expression of the corporate state, the dominant streak being the 

internationalisation of American capitalism, an expression that is complemented by enterprise 

corporatism. I will use Coxõs case study of American withdrawal from the ILO in 1975 to 

demonstrate this. Cox (1977: 394) shows that the reason given for the notice to withdraw- 

ôfundamental concernõ with the ôerosion of tripartite representationõ- was a mere ideological statement 

whose ôreal meaning can be seen to be impatience at resistance to the expansion of American 

capitalisméAmerican labourõs foreign policy has stressed American interests first, international 

labour solidarity secondõ. However, to understand the ILO more fully, we have to grasp the 

Gramscian concept of hegemony as summarised by Cox (1977: 387, 415). It is the  

 

unity between material forces and ethico-political ideas- in Marxian terms a unity of structure and 

superstructure- in which power based on dominance over production is rationalised through an ideology 

incorporating compromise or consensus between dominant and subordinate groups. In the hegemonic 

consensus, the dominant groups makes some concessions to satisfy the subordinate groups, but not such as to 

endanger their domination. The language of consensus is a language of common interest expressed in 

universalist terms, though the structure of power underlying it is skewed in favour of the dominant groups. 

 

And tripartism is, Cox continues, an ideology based upon a dominant historical tendency, namely the 

emergence of a corporate form of state in both developed and underdeveloped countries. It was 

perpetuated as a global hegemonic model by the American Federation of Labour-CIO (AFL-CIO) in 

concert with US business interests and the Central Intelligence Agency. This was initially through 
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AFL during World War II and shortly thereafter, but it gained momentum from 1954 (when AFL 

and CIO merged) under both the Eisenhower and the Kennedy Administrations. The focus in the 

pre-1954 period was Western Europe, while that of post-1954 was the rest of the world, particularly 

Latin America where the only way to penetrate and install such corporatism was to execute a number 

of coup de tats in countries such as Guatemala (1954), Brazil (1963-4), British Guiana (1963), 

Dominican Republic (1965) and to some extent Chile (1973). The US was initially not a member 

of the ILO, but it took a domineering role when it joined it in 1934 and began internationalising the 

New Deal. Hence both the ILO and international union confederations, such as ITUC, have 

sometimes been at odds with AFL-CIOõs unilateralism. Nevertheless the unilateralism has often 

succeeded because hegemony in international organisations works through bureaucratic controls 

rather than majority voting. The conclusion Cox comes to is that the ILO lacks the capacity to 

confront the real issue area around labour, as such initiatives have ended up being diverted into 

programmes consistent with the hegemonic ideology and power relations. Cox (1977: 393-4) also 

adds that tripartism works because  

 

organised labour- broadly representing the upper half of the work force- shares in the fruits and, through its 

union leaders, shares in the management of the economyé the lower half of the workforce has no secure status 

with the hegemonic coalition. In good times, the upper half supports social welfare to provide some solace for 

the most vulnerable among the lower half while keeping an eye on them. But in time of crisis, these social 

programmes are pared according to the exigencies of an economy conceived in terms of the interests of the 

dominant groups.  

 

Cox contends that, in fact, ILOõs tripartism is ambiguous. In one sense it can mean 

institutionalisation of conflict, the recognition of class struggle in the production process which can 

be regulated and moderated by collective bargaining. In another sense it means production is non-

conflictual and workers can be harmoniously integrated with management through public policy, a 

corporatist interpretation. It is the latter however that has been pre-eminent in post-War capitalism. 

Cox also argues that in the South, it is state corporatism that predominates against enterprise 

corporatism, and that within this state corporatism, there are no authentic voices of labour as unions 

are either manipulated by metropolitan unions or politicians in the South.  
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OõBrien et al (2000) show capitalismõs recent failed attempt to increase the effectiveness of policing 

the regime through the IMF, the World Bank and UN Summits (see also Stevis and Boswell, 2008). 

The IMF Managing Director Michel Camdessus attempted to lure ICFTU to cooperate in view of 

SAPs during ICFTUõs 16th World Congress. This was later dismissed by delegates. IMF wanted 

unions to limit government corruption and the misspending of SAP loans, whereas the unions 

wanted a change of SAPs to stop the race to the bottom. They could not agree. On the part of the 

World Bank, its privatisation of government services and the non-consultation of unions in the 

implementation of SAPs has always been in conflict with the unions. Also, there is no department in 

the Bank that is concerned with labour. However, in 1995 the Bank included labour issues in its 

World Development Report, and following the Asian crisis, the Bank started to include labour rights 

and limited social security to those thrown out of work (see also Stevis and Boswell, 2008). OõBrien 

et al (2000) also show labourõs influence on the 1995 UN World Social Development Summit in 

Copenhagen, which resolved to support basic labour rights and ILO conventions. This formed the 

basis for the attempt to include a social clause in the WTO.    

 

Thus the WTO is currently perhaps the next most formal route of managing the labour regime (the 

failed ITO had something akin to social clause) (Stevis and Boswell, 2008)). Since the WTO is a 

more legal entity than the GATT, some have argued that this shift displayed a change from an 

informal club to a rule-based, legal international organisation. My view is that the shift displaced 

exercise of power on informal consensus building on actual international trade to exercising it on 

informal consensus building on rules that would govern such trade (see also OõBrien et al, 2000). It 

is within this context that we need to understand the attempt by the North to bring labour 

surveillance on board the WTO rules since the 1996 Singapore Ministerial. The social clause was an 

attempt to commit states to respect seven ILO conventions (87, 98, 29, 105, 100, 111 and 138) 

around the four ILO core standards (ILO, 2009).  

 

Policing the labour regime through the clause is one of the clearest indications of the contradictions 

in capitalism that will never be resolved within the system. WTOõs primary mandate of liberalising 

trade is responsible for the race to the bottom in the South. This is advantageous to the North 
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because it facilitates continuous global and Northern accumulation. It is also advantageous to the 

South because in theory the region can exploit such cheap labour to accumulate. But it is 

disadvantageous to Northern labour because it takes jobs to the South. Therefore the North, and 

hence the WTO, will in general push for liberalisation and exclusion of the social clause. Most 

Southern countries will also reject the clause. However, the North, or at least sections of it, will at 

times be seen to support the clause, in association with metropolitan unions. The way I interpret 

OõBrien et al (2000)õs chronicle of the Singapore Ministerial is that the clause could not be adopted, 

not because of Southern opposition (supported by some Northern states in particular the UK and 

most Northern businesses), but because overall Northern interests prevailed upon Northern labour 

demands (with France, Norway, Denmark and US in support). However, in another sense this was 

an achievement for Northern labour and for the regime on labour as a whole because there was a 

mention of core labour standards in the final declaration, as well as enshrining cooperation with the 

ILO. OõBrien et al (2000) conclude by saying that this enshrinement provided ground for ICFTU to 

follow up and keep the issue alive by continually inserting labour issues into the trade policy review 

mechanism hearings. However, it could not go beyond this enshrinement, partly because the Bush 

Administration lacked the verve of Clinton, effectively leading to the exclusion of labour issues from 

the Doha Round, which merely restated the Singapore enshrinement and the ILO cooperation 

(Barton et al, 2006; Stevis and Boswell, 2008).  

 

The intention of this thesis is not to downplay the positive flipside of maintaining minimum 

standards, but to show how the regimeõs working partly contributes to the undermining of 

accumulation in the South. This thesis supports labour upgrading, but not for the reasons given by 

capitalism. ICFTU, for example, cajoles the South to support the social clause on the grounds that 

trade sanctions will be applied only to the most obstinate offenders, and after years of reports, 

consultations and multilateral assistance. It also argues that, since there is no attempt to legislate wage 

rates, the North will still be subject to cost competition. Also, at its World Congress in 1996, it told 

the South that the greatest competitive threat to low wages is fellow countries in the South, where the 

Indian delegate accused China of such low-wage competition. The other reason given was that ILOõs 

monitoring activity needed to be complemented by the WTOõs enforcement capability (its dispute 

settlement mechanism and the threat of sanctions) (OõBrien et al, 2000). None of these makes sense: 
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Southern labour needs to be upgraded, not for these reasons, but because it is the most exploited 

segment within global capital-labour relations; in Gramscian concept of hegemony, the most 

subordinate of the subordinated groups.        

 

There is a third ôpublicõ route: PTAs and Free Trade Agreements (FTAs). This has been explained in 

AGOAõs eligibility criteria in the preceding section. The fourth successful ôpublicõ route, which is 

purely an informal way of running the regime, is that of categorising countries, as explained in 

sections 2.4.1.2.  

 

The major developments that mark ôprivateõ policing of the regime are as follows. Firstly, within the 

mainstream, there were three developments. We had a development driven by unions in 1960s and 

70s in which we mentioned WCCs. The 1970s witnessed the second development driven by TNCs 

themselves under what is today called CSR. However TNCs were prompted by the ILO, in 1972, 

1977 and 1998. There was OECDõs prompting also in 1976, and the G 77õs efforts also bore fruits 

when the parallel Global Compact code was embraced by the UN in 2000. The third development 

was the adoption of the European Social Charter in 1992 (Stevis and Boswell, 2008). Secondly, 

there is the more effective ôprivateõ route of the loose social movement around which one finds the 

work of independent research institutes, NGOs and unions not recognised by governments and 

international union and organisation structures above.  

 

It is important that we grasp the manner in which capitalism juggles with the issue area at various 

fronts. Take the kneejerk reaction to revitalise the ILO when the WTO social clause failed. 

According to OõBrien et al (2000), ILOõs post-Singapore response was a new declaration and 

supervisory mechanism through annual reviews of the four core labour standards, as well as their 

status of ratification. This was pushed by employersõ group, opposed by workersõ group, given muted 

support by governments from industrial countries, and not only opposed by most Southern 

governments (exceptions included India and China) but Asia, including Japan, pushed for a review 

(and weakening) of existing ILO mechanisms. In this balancing of contradictory interests, those 

opposing lost, and the ILO adopted a new declaration on core labour standards in its 1998 

Conference. There was also a proposal for institutionalising social labelling (see Basu et al (2002)) 
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where the ILO could oversee and regulate it. This shoving of the fulcrum of the regime from the 

ILO to the WTO briefly and quickly back to the ILO is very interesting!    

 

3.2.2 The Unchanging Role of the Periphery within Regime Instrumentality 

 

Let us briefly look at the role of the periphery within regime instrumentality. I will use ôpreferencesõ 

under EU PTA and AGOA to make my point. ôPreferencesõ do little good to recipients and actually 

bring harm. Brenton and Ikezuki (2006) and Hoekman and Kostecki (2009) agree. I will use 

Hoekman and Kosteckiõs (2009) summary.  

 

Firstly, the RoO may be so strict that it might be cheaper to pay MFN tariffs (the RoO has a 3-5 

percent ôtariff equivalentõ). Secondly, products eligible are almost invariably those seen as ôsensitiveõ 

by the North. Thirdly, there is uncertainty: eligibility and administrative rules can be changed any 

time by the granting power, or the power can erode the value of these ôpreferencesõ any time by 

undertaking MFN liberalisation or concluding PTAs with countries competing head-to-head with 

the beneficiaries. Fourthly, ôpreferencesõ often come with non-trade conditionality (environmental, 

labour-related and political), which is a form of reciprocity. Fifthly, a share of the rents is captured 

by importers (retailers and distributors). Caribbean Basin exporters capture only two thirds and those 

captured under AGOA are estimated to be lower. Sixthly, they can result in a country not exiting a 

sector, or not upgrading, because there is no need to do so. Finally, they divert trade and often bring 

harm to recipients when they are withdrawn.         

 

There has been a recent discourse within the WTO on the issue of replacing ôpreferencesõ with aid 

for trade. The latter focuses directly on the reasons poor countries cannot compete in world markets 

(Hoekman and Kostecki, 2009). Aid to increase their capacity to trade, it is argued, is the solution. 

Such aid is targeted at building and/ or upgrading physical infrastructure (roads, airports, power 

generation et cetera), reforming institutions (for example increasing performance of customs), 

mitigating adjustment costs associated with liberalisation (for example giving fiscal support and 

policy advice), technical assistance (for example giving advice and expertise on trade matters), and 

capacity building (for example training government officials) (Nielson, 2006). The idea dates back 
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to the establishment in 1964 of the International Trade Centre (ITC). The centre was said not to 

have delivered, and in the 1996 WTO Ministerial a need to fan the idea arose (Hoekman and 

Kostecki, 2009). This need did not arise out of the blue: the devastating effects of the top-down 

Washington Consensus, particularly the effects of unbridled liberalisation, were getting out of hand.  

 

Aminõs (1974) theory of Accumulation on a World Scale has demonstrated that the chief 

characteristic of IDL is the laws of unequal specialisation as between the centre and the periphery, 

which keeps the periphery constantly in the same role, though in changing forms. The constant role 

is to supply the centre with cheap commodities, initially cheap food, later raw materials and most 

recently cheap manufactures. The post-War changing forms were through the GSP and other related 

ôpreferencesõ. However, at a higher level, liberalisation is more beneficial to the North and the system 

as a whole. However, it also undermines the capacity of the periphery, particularly LICs and LDCs, 

to deliver on its constant role because it entails scrapping ôpreferencesõ which contradict it. The 

ingenuity of this is that liberalisation combined with aid for trade can sustain more or less the same 

capacity that peripheral countries possessed under ôpreferencesõ. But whether capitalism continues to 

offer ôpreferencesõ or replaces them with aid for trade, none of these can on its own make any 

fundamental impact on the accumulation interests of the periphery. 

 

3.2.3 Major Trends in Global Trade in Apparel  

 

It is important for me to state two points regarding this section on trends. First, while I will at times 

refer to the textile-apparel industry, my focus will remain the apparel industry, since this is the 

interest of my thesis. Second, I am aware that there are two almost distinct ôsub-industriesõ within the 

apparel industry. There is the low-wage industry often found in EPZs in the South which focuses on 

mass production of lower-quality and/or standard apparel. Then there is the dynamic, innovative 

industry targeting high quality fashion characterised by modern technology, relatively well-paid 

workers and designers and a high degree of flexibility. The bigger part of the latter is located in the 

North, often in clusters such as Emilia-Romagna in Italy (Nordas, 2004). This thesis is concerned 
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with the former ôsub-industryõ, but in this section I will consider both ôsub-industriesõ as one 

industry.   

 

Table 4: 13 Leading textile-apparel exporters: 1965-97 (shares of world trade and rankings) 

 1965 1973 1983 

    

China 2.0 (12) 2.1 (13) 6.3 (5) 

Italy 16.8 (1) 11.7 (2) 11.0 (2) 

Hong Kong 12.0 (2) 12.4 (1) 11.3 (1) 

US 6.8 (6) 2.6 (12) 2.1 (9) 

Germany 8.1 (5) 8.2 (4) 6.2 (6) 

Turkey 0.0 (47) 0.5 (31) 1.6 (15) 

France 9.6 (4) 9.3 (3) 4.2 (7) 

UK 5.5 (8) 3.9 (8) 3.2 (8) 

India 05 (22) 0.9 (25) 1.6 (13) 

Republic of Korea 0.8 (17) 6.7 (5) 9.0 (3) 

Taiwan 0.8 (18) 6.4 (6) 7.2 (4) 

Belgium/Luxemburg 5.8 (7) 5.1 (7) 1.8 (10) 

Japan 11.3 (3) 3.3 (10) 1.6 (14) 

Total (sum of shares) 80.1 73.1 67.1 

World (billions US$) 2.53 11.15 41.30 

Source: Adapted from Spinanger (1999): Table 2 

 

Global trade in the apparel industry has grown tremendously in the last 50 years, from US$ 3 billion 

in 1965 to US$ 200 billion in 1998 (Spener et al, 2002) and to US$ 345 billion in 2007 (Morris 

and Barnes, 2009). In addition, the Southõs share of the industryõs manufactures has increased. In the 

1960s the North dominated exports. Today the South accounts for three quarters of world apparel 

exports; for example 60 percent in 2000 (Hayashi and Bauer, 2004). Thus the North still controls a 

substantial part of the industry. What we want to highlight in this section is the fact that in the post-

War era, the apparel industry developed in five phases. Taking the 13 largest textile-apparel exporters 

in 1997 (Table 4 above), Spinanger (1999) shows the first three of these phases. 
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The chief characteristic of the first phase (up to 1960s) is that Japan, which had emerged in 1933 to 

challenge the dominance of Western Europe and the US, begins to be displaced by NICs. It is 

already overtaken by Hong Kong by 1965. The chief facilitator of this dynamic is Japanese 

ôvoluntaryõ export restraints. The second phase (1970s) is the reign of the NICs, who in 1973 

occupied the second, third and fourth largest exportersõ positions, collectively accounting for 27 

percent share of world apparel exports. This is facilitated by the MFA. In the third phase (1980s) 

China begins to emerge and to challenge two of the NICs. In 1983 China accounted for 6 percent of 

world share against Taiwanõs 7 percent and Koreaõs 9 percent. The dynamics are still conditioned by 

the MFA. The performance of SSA and Kenya are insignificant as far as the table is concerned, but 

one of the developments during this phase is that the first SSA country (Mauritius), under a 

combination of MFA and EU PTA dynamics, begins some noticeable participation in the industry.  

 

Table 5 below shows the latter two phases. Phase four (1990s) saw the emergence of India, Turkey, 

Indonesia, Thailand, Malaysia, Pakistan and Tunisia. Since it is India and Turkey that sustain this 

dominance up to 2007, their emergences are the most significant mark. In 1990, India accounted for 

2 percent of world share, Turkey 3 percent. While the dynamics dictating the emergence of most of 

these countries remained those relating to the MFA, Turkeyõs and Tunisiaõs emergence is conditioned 

by the MFA and accelerated by EUõs outward processing arrangements.  

 

I will highlight two developments that cannot be captured by the table due to their insignificance, yet 

they are relevant to this thesis. The first is that the spontaneous response to the MFA under which 

Asia relocated production to cheaper wage sites (see section 3.2.1.2) was responsible for the first 

main wave of apparel exportism in Kenya. In 1980, there were over 50 EPZs in the world, but only 3 

in SSA- in Mauritius, Senegal and Liberia (UNIDO, 1980). Kenya was hit by the first MFA-related 

EPZ investment wave from India, Pakistan and Sri Lanka in 1993 (GoK, ca. 2000). The other 

development is that in SSA, only Mauritius, Madagascar and South Africa made use of EU PTA 

(Mauritius was the most successful). In 1992-3, Mauritius and South Africa were leading, both 
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accounting for approximately 92 percent of the leading six SSA countriesõ exports and 89 percent of 

all 48 SSA exporters in 1992. Mauritius alone accounted for 69 percent and 66 percent respectively. 

Kenyaõs three percent share of the leading six SSA suppliers in 1992 progressively fell down over the 

years to reach below one percent at present (both for the leading six suppliers and for 48 SSA 

suppliers) (Authorõs calculation based on UNSD-COMTRADE database). Thus, while post-2005 

competition has pared down SSA exports under this regime, the effect on Kenya is irrelevant.      

 

Table 5: World apparel exports by top 10 countries in 2007 (millions US$)  

Country 1980 1990 1995 2000 2005 2006 2007 % Change 

1990-2007 

% World 

Total 

1990 2007 

China 1 625 9 669 24 049 36 071 74 163 95 388 115 

238 

1 092 9 33 

Hong 

Kong 

4 976 15 406 21 297 24 214 27 292 28 391 28 765 87 14 8 

Italy 4 584 11 839 14 424 13 384 18 655 20 035 22 771 92 11 7 

Germany 2 882 7 882 7 530 7 320 12 394 13 910 16 020 103 7 5 

Turkey 131 3 331 6 119 6 533 11 833 12 052 14 001 320 3 4 

France 2 294 4 671 5 659 5 414 8 500 9 250 10 647 128 4 3 

India 673 2 530 4 110 6 179 8 595 9 465 9 655 282 2 3 

Belgium - - - 3 941 6 715 7 236 8 338  0 2 

Mexico 2 587 2 731 8 631 7 306 6 323 5 150 777 1 2 

US 1 263 2 565 6 651 8 629 4 998 4 876 4 297 68 2 1 

World 40 

590 

108 

129 

158 

353 

197 

498 

276 

822 

309 

593 

345 

301 

219 100 100 

Source: Morris and Barnes (2009): Table 5 

 

The main characteristic of the current phase (since 2000) is that China takes the lead and Mexico 

emerges as a dominant exporter. China begins the lead in the 1990s, accounting for 15 percent of 

world exports in 1995, while its closest rival Hong Kong accounted for 13 percent. By 2007 China 

accounted for 33 percent of world exports, while its closest rival (still Hong Kong) accounted for 8 
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percent. Mexico accounted for 2 percent of world exports in 1995, and following the passage of 

NAFTA in that year, this rose to 4 percent in 2000. Another less significant development is the 

emergence of Vietnam, Philippines, Bangladesh, Sri Lanka, Poland, Romania, Hungary, the Czech 

Republic, Morocco, Mauritius and about five Caribbean Basin countries exporting apparel worth at 

least US$ I billion. An even less significant development, although relevant to this thesis nonetheless, 

is that five more SSA countries, among them Kenya, start exporting apparel worth a few hundred 

millions of US dollars. The MFA fuels the emergence of all these, but the process is accelerated by 

liberalisation (China), EU outward processing arrangements (European countries and Mauritius) and 

US outward processing arrangements (Mexico, Caribbean Basin and the five SSA countries).  

 

Therefore, the US outward processing arrangements represented by AGOA marked the second 

investment wave in Kenya; AGOA was more liberal than both the previous US GSP and Lomé 

conventions. The inclusion of apparel was missing in previous US GSPs, while the complete removal 

of landed duty, and the RoO exemption were missing from both the previous US GSP and the Lomé 

conventions. Availability of cheap labour was another attraction. However, the component of duty 

free access was ineffectual because SSA countries are not the only ones accorded this. For example, 

out of the six countries with which the US had entered into a FTA with by 2003 - Canada, Chile, 

Israel, Jordan, Mexico and Singapore- only Chile and Singapore are yet to fully enjoy zero duty 

ôpreferenceõ on products also benefiting SSA under AGOA. The same applies to regional unilateral 

PTAs similar to AGOA- the Andean Trade Preferences Act covering Bolivia, Colombia, Ecuador 

and Peru, and the Caribbean Basin Initiative (CBI) including Central American and Caribbean Basin 

beneficiaries (Corporate Council on Africa, US Department of State, 2003).  

 

In countries where there was apparel assembly going on, AGOA elicited supply response. In 1999, 

SSA apparel exports to the US stood at US$ 584 million. At their peak in 2004, this figure had 

grown by 301 percent to US$ 1.8 billion. However, the lionõs share is taken by six countries. In 

2004, for instance, about 90 percent (by value) was taken by these six in the following order of 

decreasing share: Lesotho, Madagascar, Kenya, Mauritius, Swaziland and South Africa (Authorõs 

calculation based on USOTEXA, 2005). The 2005 liberalisation brought in stiff Chinese 
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competition, but so far the effect is minimal. In 2005, exports declined 21 percent (by value) and 19 

percent (by volume) from their 2004 level. In 2006, the further decline was 12 percent (by volume) 

and 13 percent (by value) from their 2005 levels (Authorõs calculation based on USOTEXA, 2006). 

The nominal Chinese effect is explained by its temporary export restraints by the North.  

 

Gibbon (2003) claims that the first wave of AGOA-related investment boom in Kenya came in 

2000, originating from the Gulf States, and that the second came in 2001, originating mainly from 

Sri Lanka and China. This is not entirely true. As I will have occasion to show in section 3.3.3.5, 

EPZA data shows that the first wave came from Sri Lanka in 2001, while the second was in 2002, 

and was dominated by Indian capital. Especially because of AGOAõs RoO exemption, nearly 100 

percent of apparel exports from the country since 2002 go to the US, for example, 99 percent in 

2002 (see Gibbon, 2003).  

 

Between 1992 and 1999, Kenya exported an average of US$ 32 million annually and was ranked 

third in the years 1992-4, and fourth in the period 1995-9. When AGOA came, from a base of US$ 

39 million in 1999, Kenyan apparel exports to the US had grown by 607 percent by 2004- the peak 

of this export growth- when the country exported 73 M2 valued at US$ 277 million. This ranked the 

country second (by volume) and third (by value) SSA apparel exporter to the US with a SSA share of 

16 percent (by both volume and value) (Authorõs calculations based on USOTEXA, 2005; 2006; 

2007; 2008). Moreover, the number of firms grew from 6 in 2000 to 35 in 2003. Employment also 

rose from approximately 10 000 direct jobs in 2000 to nearly 40 000 in 2004 (EPZA, 2005a). Like 

in SSA, the Kenyan growth has slowed following liberalisation of the sector in 2005. In 2005, the 

country had an insignificant increase of 0.7 percent (by volume), but a slightly marked drop of 3 

percent (by value) from 2004 levels. And in 2006, the drop was 11.4 percent (by volume) and 3 

percent (by value) (Authorõs calculations based on USOTEXA, 2006). 

 

Finally, it is clear that the North has contained the threat of losing the industry to the South. Italy, 

Germany and France have constantly remained among the world top ten exporters. Similarly, for the 
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bigger part of this period, the US, the UK and Belgium were in the list. And although the tables do 

not reveal them, the Netherlands, Portugal and Spain are substantial exporters as well.  

 

3.3 BACKGROUND TO KENYAN APPAREL EXPORTISM 

 

3.3.1 General Political and Economic Background  

 

Kenya lies on the east coast of Africa. In 2007, the countryõs population was 34.7 million and its 

Gross Domestic Product (GDP) at current prices in real and purchasing power parity was US$ 29.3 

billion and US$ 58.9 billion respectively (IMF, 2008). Following the scramble for and partitioning 

of Africa in 1884, Imperial British East Africa Company took charge of British East Africa in 1888. 

The company transferred administration to the British Foreign Office in 1895, which, in turn, 

transferred it to the Colonial Office in 1905, with Nairobi replacing Mombasa as the headquarters in 

1907. The country gained ôindependenceõ in 1963 with Jomo Kenyatta as Prime Minister. In 1964, 

it became a Republic with Kenyatta as the first President (see Coger, 1996).  

 

Kenyattaõs reign was a 15 year one party de facto dictatorship. Between 1964 and 1973, the countryõs 

annual real GDP growth averaged 7 percent. After the oil crisis, between 1974 and 1979, it was 5 

percent (GoK, 1997). Kenyatta died in 1978, and Daniel Moi took over and ruled for 24 years, until 

2002. Under his reign, real GDP grew annually at an average of 3 percent (see Chart 5 below). The 

National Rainbow Coalition (NARC) removed Moiõs party from power. NARC produced Mwai 

Kibaki as the third President. Kibaki has received the US and International Financial Institutionsõ 

(IFIs) backing despite irregularities with his re-election in 2007 (see McIntire and Gettleman, 2009), 

apparently for achieving an average of 5 percent annual GDP growth during his first term (Chart 5 

below) and increasing Kenyaõs real GDP from US$ 13 billion in 2002 to US$ 29 billion in 2007 

(projected to be US$ 52 billion in 2013), compared to Moi who had raised it from US$ 11 in 1980 

to US$ 13 billion in 2002 (IMF, 2008).        
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Chart 5: Kenyaõs annual GDP % growth (constant 1980 prices), 1992-2007 

 

Source: IMF (2008) 
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3.3.2 Industrial Background with Specific Reference to the Apparel Industry 

 

3.3.2.1 ISI: Colonial Times to 1985   

 

Following the laying down of basic infrastructure, particularly the Kenya-Uganda railway between 

1895 and 1903, ôwhiteõ settlement commenced with about 1 000 settler farmers in 1915 (Leys, 

1975)16. Their consumption needs were met by import-export houses established in Kenya as early as 

1905. Soon the houses were replaced by ISI firms. These were mainly primary processing firms 

associated with the first phase of ISI, and were first set up in 1922 (beer), 1924 (tea and coffee), 

1932 (wattle bark and extract), and 1935 (meat) (Swainson, 1980). Others were set up in 1909 

(flour), 1922 (sugar), 1938 (blanket, soap and leather goods), 1948 (canned fruit and vegetables), 

1958 (cigarettes, tobacco and matches) and 1960 (apparel) (Ogonda, 1992). 

 

Post-War competition in Britain, especially from rising US TNCs in the late 1950s, drove more 

British capital into the market of British East Africa (Livingstone 1956 cited in Nyongõo, 1988). 

Nyongõo laments that this meant expanding internal markets at the expense of colonial 

administration enforced saving, which is one of the sources of national accumulation. He cites 

Livingstoneõs (1956 cited in Nyongõo, 1988: 18) contribution to the East Africa Royal Commission 

1953-5 Report, which noted ôa natural conflict between the desire to encourage the African 

population to save and the desire to encourage new industryõ. Livingstone settled for the latter. Lord 

Hailey was later to endorse this idea; that the British premier interest was to nip in the bud US 

economic influence in SSA (see Hailey, 1957), not Kenyan accumulation. At any event, the colonists 

had an extreme low opinion of indigenous Africansõ saving propensity, believing that they could only 

contribute to capital formation through taxation and spending. Livingstone blamed it on  

 

The conservatism of the average African who is more given to sitting in the sun outside a leaky and ill-

furnished mud hut, chatting to his wives, smoking Playerõs cigarettes and quaffing Allsoppõs Pale Ale, than to 

                                                      

16 By the 1930s, settler farmers had taken over more than half of the productive land in Kenya (over eight million acres) 

from indigenous Africans (Sayer, 1998). 
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foregoing these latter extravagances and putting his house into a pattern more akin to Western ideas of 

civilisation. And who is to say he is wrong, apart from the competitors of Mr. Player and Mr. Allsopp? It may 

sound obvious to say that the African way of life is indefensible and that he should change forthwith to a 

Western pattern. But it is by no means obvious to the African, who could, if he knew, point to the high 

incidence of ulcers and thromboses in Nairobi European Hospital, and retire, content, to his hut, his wives, his 

Players and his Allsopps (Livingstone, 1956 cited in Nyongõo, 1988: 19). 

 

Leys (1975) notes a brief disinvestment between 1955 and 1964 when settlers sold their land to the 

state, and left. But according to Nyongõo (1988), following ôindependenceõ in 1963, between 1964 

and 1975, capital began coming back. This third wave was marked by a diversion of investment from 

agriculture to manufacturing. Nyongõo attributes this to the Kenyan eliteõs demonstration to 

imperialism that they genuinely respected private property. He is referring to the Governmentõs 

passing of the Foreign Investment Protection Act (GoK, 1964) guaranteeing ISI firms the right to 

repatriate profits, loans, interests on their loans and the approved proportion of the net proceeds of 

sale of all or any part of the approved enterprise. As a result, anti-nationalisation was widely reflected 

in Kenyaõs first ôpost-independentõ development masterpiece: Sessional Paper No. 10 of 1965 (GoK, 

1965). The Act, and later the Paper, showed Kenyattaõs contradictions as one of the crusaders of 

African Socialism, a contradiction that whetted the appetite of foreign capital. Even before the Act 

was passed, Kenyatta never shied from expressing these contradictions (see Kenyatta, 1964). 

 

Narrowing down to the textile-apparel industry from this point onwards, it is noted that the 

disinvestment Leys is talking about was in the economy generally. As for the textile-apparel sector, 

investment was actually growing. According to Helmschrott, the first investment in the sector was in 

1960, a spinning and weaving mill called Nath Brothers Ltd. Then came United Textile Industries 

Ltd (UTI) in Thika town (1964), Kenya Rayon Mills Ltd in Mombasa City (1964) and Kisumu 

Cotton Mills (KICOMI) Ltd in Kisumu City (1965). There were also blanket weaving mills, among 

them the Nakuru Industries Ltd in Nakuru town, established in 1963 and which was, and remains, 

the biggest in East Africa. There was also Shah Bhagwanji Kachra (E.A.) Ltd (1965) and Blanket 

Manufacturers (Kenya) Ltd (1966), both in Mombasa. With the exception of the blanket industry, 

the textile industry at that time was essentially limited to the manufacture of coarse cotton fabrics 

and, to some extent, rayon fabrics. Cotton fabrics were mainly bleached and dyed and served as bed 

linen, curtain materials, table linen, for the making of womenõs and girlsõ dresses and in the form of 



128 

 

 

 

khaki cloth for jackets and trousers/  shorts for men and boys. Rayon materials were chiefly coloured 

women fabrics and were used for traditional apparel, such as Kikoi (Helmschrott, 1970).    

 

There was minimum link between the textile and apparel subsectors before 1970, and the latter is 

older than the former.  

 

As yet the textile industry is only loosely associated with the garments industry. It is true that knitwear and 

hosiery factories are already purchasing a notable proportion of the necessary yarns, particularly rayon yarns, 

from spinning mills, but the rest of the garment industry (predominantly shirt manufacture) uses foreign 

materials almost exclusively. This is because the coarse fabrics offered by the East African weaving mills are not 

suitable for shirt making. Not until early 1967 did some of the weaving mills reluctantly extend their 

production programme to fine poplin shirting, with the result that, in so far as domestic products can compete 

with imports as far as quality and price are concerned, the East African garments industry will rely more on 

domestic fabrics in futureé  

 

The tailoring trade and to some extent also the garments industry in East Africa are older than the textile 

industry. Even today they still procure a large proportion of their materials from abroad. This demonstrates 

that the tailoring trade and the garment industry by no means owe their existence to the textile industry. They 

were rather placed at a disadvantage than benefitted by the building up of a domestic textile industry. It has 

repeatedly been stressed that a large-scale textile industry in East Africa could be established only because the 

domestic price level for fabrics was raised sharply with the help of high duties and quantitative import 

restrictions as towards third countries. So the materials purchased by the tailoring trade and the garments 

industry- regardless of whether they are imported or domestic materials- have become more expensive. From 

this it follows that the building up of a textile industry in East Africa had no stimulating effects on the tailoring 

trade and the garment industry (Helmschrott, 1970: 36, 60-1). 

 

OõConnor (1966) corroborates Helmschrottõs findings. He argues that by 1964, the small textile 

mills in Kenya, enjoying a textile-apparel industry import tariff protection of about 33.5 percent and 

engaged in the production of cloth from imported artificial fibres, sent only a small proportion of 

the output to be used in about 20 factories in the whole of East Africa to make underwear and shirts. 

Much of their local production was instead used by innumerable tailors and dressmakers.  

 

1977 was the watershed for the ISI textile-apparel sector: the Government took drastic measures to 

protect it. Until then, Kenyaõs industrial protection policy was generally liberal with moderate tariffs 
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complemented by refunds and remissions of duty on raw materials, and further supplemented by 

quantitative controls through import licensing, import quotas and allocation of foreign exchange. In 

the case of the textile-apparel sector, imports, especially of apparel, had been permitted, but had now 

to be restricted further- especially new ones from SEA as well as second-hand ones from elsewhere- 

following complaints from local industries. Other raw materials, such as fabrics, were also being 

dumped in Kenya. Kenya argued that if the North was protecting itself through the MFA, the 

country could also do the same unilaterally. The idea was bolstered by a prediction that, although in 

1976 local fabric production could only meet 40 percent of local demand, projections showed that 

this would rise to 83 percent by the end of 1977 and 100 percent by 1980. Therefore, Kenya raised 

the rate of import duty during the 1976/7 Budget from 45 to 60 percent for woven fabrics, from 45 

to 55 percent for knitted fabrics, and from 50 to 70 percent for new apparel, while 100 percent duty 

was levied on imported second-hand apparel (Ministry of Commerce and Industry, 1977). 

 

In addition to these ad valorem import duties, in the same year, imports of fabrics costing less than 

Kenya Shillings (KShs) 15 per metre and apparel costing less than KShs 75 per piece were banned as 

an anti-dumping strategy. Additionally, a quota allocation of foreign exchange with a ceiling of KShs 

20 million was recommended, of which 75 percent was meant for existing importers, while 25 

percent was to be reserved for new comers (Ministry of Commerce and Industry, 1977). 

 

This move paid off (Table 6 below). Although by the time the East African Community (EAC) had 

atrophied in 1977 Kenyaõs 6 major integrated millsõ contribution of fabric to the countryõs domestic 

apparel subsector had risen to 60 percent (43 million meters of woven fabric), to meet the 40 

percent shortfall, two more mills were set up: Nanyuki Textile Mills equipped with second-hand 

spinning and new Northrop looms, and Rift Valley Textile Mills Limited (RIVATEX) equipped 

with new machinery from Europe. Also, African Synthetic Fibre Limited specialising in yarn 

manufacturing and Sunflag Textile Mills which had spinning, weaving and knitting capacity all under 

one roof were added. The total number, by around 1980, rose to 14. Four (KICOMI, RIVATEX, 

Thika Cloth Mills (TCM) and UTI) were major firms and 12 of the 14 had total production 

capacity of about 14 000 tonnes spun yarn (GoK, 1983). KAM claims that in 1983, Kenya had a 

total of 52 operational textile mills (presumably integrated and non-integrated) (KAM, 2006).  
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Table 6: Imports of new & second-hand apparel, 1972-80 (000s KShs) 

 1972 1973 1974 1975 1976 1977 1978 1979 1980 

Ready-

made 

garments 

36 780 49 862 73 341 91 000 117 000 160 000 89 000 52 000 69 000 

Second-

hand 

clothing 

9 610 10 844 21 389 22 000 41 000 15 000 6 360 2 927 2 320 

Total 

value of 

imported 

clothing 

46 390 60 706 94 730 113 000 158 000 175 000 95 360 54 927 71 320 

Source: GoK (1983:18) (original data from Annual Trade Statistics 1972-1980) 

 

The 14 integrated mills directly employed about 15 000 people, which was about 18 percent of 

manufacturing employment, and the gross product for 1980 was in excess of KShs 500 million (see 

Appendix C). In addition, while some such as RIVATEX had modern machinery imported from 

Germany all with the same date of manufacture, others were equipped with second-hand spinning 

machinery and old power looms. One of them, UTIõs carding and drawing machinery was 48 years 

old, while its Japanese made looms were 18 years old. KICOMI had five different looms from three 

different manufacturers with manufacturing dates ranging from 1965 to 1978. TCM had four 

different types of draw frames by different manufacturers with manufacturing dates ranging from 

1950 to 1976. Overall, however, the Government was satisfied that ôthe significant economic 

contribution of the textile sector has been the virtual full realisation of the Government policy on 

import substitution, as increased local production of a wide range of textile and garment product 

have reduced importation thus led to savings of scarce foreign exchangeõ (GoK, 1983: 2).  

 

In addition to the 1977 policy, particular attention was paid to the textile-apparel industry in the 

fourth Development Plan of 1979-84 (GoK, 1979). This improved production capacity, particularly 

for polyester and nylon textile mills, which became composite. At its peak in the early 1980s, the 

textile-apparel industry was the leading manufacturing industry, accounting for 30 percent of 

manufacturing labour force, and, owing to its composite nature, employing 200 000 farming 
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households. It was also the fifth largest foreign exchange earner (EPZA, 2005a; KAM, 2006). ISI 

policies offered effective rates of protection ranging between 72 and 93 percent (EPZA, 2003a).  

 

Let us narrow down further to the apparel subsector. Firstly, concerning the number and substitution 

level of firms, around 1980, there were about 350 apparel making units across Kenya, excluding 

tailors (GoK, 1983; Nacken, 1982). Although population had risen from 11 million in 1972 to 16 

million in 1980, it was thought that these units could meet local demand for apparel. Therefore, as 

late as 1983, the Government was insisting on further protection by restricting imports. It argued 

that, since  

 

Kenya grows the cotton fibre, the textile industry holds out the prospect of accumulating foreign exchange for 

use in other areas of industrial development, because far more foreign exchange will be saved by the reduction 

in cloth imports than could be earned through exporting the amount of fibre consumed in textile production, 

even after allowing for the import cost of textile machinery (GoK, 1983: 1).  

 

It produced the data in Table 6 above as evidence that over the 1972-80 period apparel imports were 

growing and needed to be curtailed because Kenya could meet its demand.  

 

It is important this point does not bypass us: from producing 40 percent of the fabric needed to 

integrate the industry locally in 1976, to 60 percent in 1977, to a projection of 83 percent at the end 

of 1977 and 100 percent in 1980, and now this resolve here to create 100 percent local apparel 

consumption demand, Kenya was on course to build a classic ISI model in SSA.  

 

Secondly, according to GoK (1983: 11), the estimated annual production capacity of the main units 

was as follows: 

 

2.5 million dress shirts 

750 000 sports and Tee shirts 

700 000 trousers 

213 000 jeans 

50 000 suits (worsted) 

3.5 million pieces of menõs inner wear 



132 

 

 

 

900 000 ladies outwear 

1.5 million pieces of ladies inner wear 

250 000 pieces of children wear 

300 000 dozen socks 

250 000 pieces of sweaters, pull-overs and cardigans 

   

Thirdly, the subsectorõs sales turnover was substantial. In the early 1980s Germany was the leading 

apparel importing and exporting country in the world (see appendix D). In 1982, the country 

commissioned Nacken to study the Kenyan apparel industry with the hope of increasing its 

investment in Kenya and acquiring cheap imports. He compiled data from 129 apparel companies 

employing approximately 10 000 people, although only 24 were visited. He worked on approximate 

figures for the annual sales turnover of the apparel industry in 1979-80 as follows: 

 

Domestic        KShs 914 million 

Exports        KShs 14 million 

Total        KShs 928 million 

Possible turnover with 30-50 % unutilised capacity   KShs 619 million 

Possible total turnover under full capacity    KShs 1 547 million17 

 

Again, this is a classic case of successful ISI in SSA- 98 percent local consumption! 

 

Fourthly, we have the share of apparel exports in total exports, their nature and their destination. 

Apparel exports were 0.7 percent of total Kenya exports, and they were for the articles shown in 

Table 7 below- mainly tariff line 846, the bulk of which was Tee shirts as shown in Table 8 below. 

Except for Tee shirts, exports were restricted to Africa, mainly to EAC before its collapse. Tee shirts 

                                                      

17 In 1981, 1 US$ was equivalent to 7 KShs.  
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were destined mainly for Europe; over 80 percent went to Germany, which was 42 and 38 percent of 

total apparel exports in 1979 and in 1980 respectively. From 1980, German buyers stopped orders, 

citing low quality, components not being guaranteed due to local supply inadequacy and import 

problems, widths of local fabric being uneconomical leading to high wastage, and high production 

costs due to poor work organisation, and hence prices 30-50 percent above the European ones  

(Nacken, 1982).   

 

Table 7: Apparel exports, 1979-80 

 1980 1979 

Article Quantity (000 units) Value (000 KShs) Quantity (000 units) Value (000 KShs) 

842: Outer garments, 

Men 

20 1 219 9 743 

843: Outer garments, 

ladies 

 1 792  1 045 

844: Undergarments 145 891 202 1 089 

845: Knitted 

garments 

120 1 186 66 739 

846: Tee shirts, shirts 

and others 

830 7 131 1 001 8 375 

847: Handkerchiefs, 

shawls, ties, others 

 1 110  840 

848: Others  986  688 

Total  14 315  13 519 

Source: Nacken (1982: Appendix IV) 
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Table 8:  Export statistics for Tee shirts, 1979-80 

 1979 1980 

Total garment exports KShs 13.5 million (100%) KShs 14.3 million (100%) 

 

Tariff item 846  KShs 8.4 million (62 %) KShs 7.1 million (50 %) 

Sub item 846.211 (T-shirts  & 

shirts)  

KShs 4.7 million (35 %) KShs 5.4 million (38 %) 

846.211 exports to Germany  690 000 pieces 

KShs 5.7 million 

598 000 pieces 

KShs 5.4 million 

846.211 exports to UK 141 000 pieces 60 000 pieces 

846.211 exports to 15 Residual 

countries 

11 000 pieces 24 000 pieces 

 

Total export of 846.211   842 000 pieces 682 000 pieces 

Source: Adapted from Nacken (1982: 28-9) 

 

Fifthly, on the demise of the nascent exportism, Nacken concluded that European investment in 

Kenya was not feasible for the following reasons: better incentives elsewhere; Kenya had banned 

import of used machinery; Kenya had a complex custom clearance; longer geographical distance 

between Kenya and Europe compared to less distant countries, such as Portugal, Morocco, Tunisia 

and Turkey; European businesses wanted to use existing production capacity; and there was lack of 

suitable fabric and fashionable trimmings. A close look at this list shows two types of constraints. 

There were those that related to the failure of Kenya as an enabling state (complex custom clearance 

and failure to provide good quality and competitively-priced fabrics) and as a Developmental State 

(banning import of used machinery). Then, there were those that related to the fact that the GVC 
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spontaneous spread had not yet reached Kenya. These are represented by the ôpresence of better 

incentives elsewhereõ and Europeansõ lack of interest in expanding production capacity. 

 

According to Nacken (1982), there were limited possibilities for subcontracting. Although no 

bonded warehouse production could be traced in 1982, such production was permitted for 

companies intending to export 100 percent of their products. It had to be cleared by the New 

Projects Committee18, customs security had to be in the form of bank guarantee, there had to be 30 

percent minimum net value added in Kenya, and handling fees were 0.25 percent of the Freight on 

Board export value. One of the few bonded manufacturers who existed in 1980-1 stopped export 

production citing administrative difficulties, and started producing for the local market. Another one 

also closed shop when the German contractor complained of poor quality and uncompetitive prices. 

The only possibility was for Kenyan industrialists to independently supply Germany and Europe 

with exports under EU PTA.  

 

However, since the GVC spontaneous spread had not yet reached Kenya, even if the country dealt 

with the enabling state and Developmental State constraints, exportism would not have been 

possible. AGOA simply exploited the spread of the chain in Kenya in 1993: it addressed one of the 

enabling state constraints (lack of fabric), by exempting Kenya from the RoO requirement.  

 

Before we turn to the revival of apparel exportism in 1989, let us finally look at industry-labour 

relations under ISI. This reveals that labour repression played a key role in sustaining the model. 

Without confuting the validity of Nyongõoõs argument that the return of capital in the 1970s was 

due to Kenyan elitesõ demonstration to imperialism that they genuinely respected private property, I 

believe that a more important reason was the struggle of capitalists in the North to salvage industry 

                                                      

18 An inter-ministerial committee established in 1968 to bargain with TNCs to secure protection through tariffs/ bans, 

duty exemptions, Government shareholding, Africanisation et cetera (Langdon 1978 cited in Nyongõo, 1988).  
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because of the stagflation of the time, owing to the un-sustainability of Keynesianism. It would have 

been foolhardy for capitalism to allow rising wages in the South.  

 

Unionism in Kenya began in the 1930s with Asian construction workers under Markhan Singh. 

Their first strike was in 1937. Later unions of indigenous Africans sprang up led by Chege Kibachia. 

In 1950, a general strike of both Asians and indigenous Africans under the East African Trade 

Union Federation led by Fred Kubai and Markhan Singh took place. This, coupled with the uprising 

of the main anti-colonial movement, Mau Mau, led the Attlee Labour government in Britain to send 

experts who colluded with part of the union leadership to craft a ôguided unionismõ pact (Chege, 

1988). In the first pact, African elites were to abandon rebellion in exchange for political 

responsibility, while the empire benefited by setting up more ISI (Nyongõo, 1988: 15-6).  

 

Tripartite agreements continued in ôpost-colonialõ Kenya. One was formulated in 1964. Private 

employers and local governments were to increase workforce by 10 and 15 percent respectively, and 

unions were to carry a total ban on strikes and freeze demands for higher wages for 12 months. In 

1965, the Government published the Trade Disputes Act to reflect these agreements. In 1970/71 

another agreement was made. Government and the private sector were to increase labour force by 10 

percent, and unions were to extend the same goodwill as in the 1964 pact (Nyongõo, 1988).  

 

The acme was in 1971 when the Government amended the 1965 Act to close in on striking workers. 

The amendment provided for a more or less permanent freeze on wages, and instituted a complicated 

and crafty negotiation process that reduced strikes to mere theoretical weapons (Leys, 1975; 

Nyongõo, 1988). In particular, the 1965 Act prohibited strikes in ôessential servicesõ, and unions in 

such sectors were instead to report the dispute to the Labour Minister, who would settle the matter 

in 21 days or refer it to the Industrial Court that had been created the same year for the purpose. 

The trick is that the Industrial Court judge/magistrate sits with four other appointees, two from 

Central Organisation of Trade Unions (COTU) (a Government controlled umbrella union formed 

in the same year, see below) and two from the Federation of Kenyan Employers (FKE). The 1971 

amendment empowered the minister to appoint the COTU and FKE representatives! There was 

another tripartite agreement in December 1978 (Chege, 1988). 
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Total demobilisation of active unionism came in 1966 when the right-wing Kenya Federation of 

Labour and the leftist Kenya African Workers Congress formed COTU. It was FKE that lobbied 

Government to form COTU. FKE was originally founded in the 1950s by TNCs led by East 

African Tobacco Company. The TNC wanted to influence Government in its favour, clamp on 

workers (Leys, 1975) and create an African comprador bourgeoisie by appointing state functionaries 

and politicians as directors and board members in subsidiaries of TNCs (Nyongõo, 1988). KAM, 

which began in 1959 and concerned with the East African Common Market, complemented FKE. In 

1963, KAMõs concern was focused on exerting pressure on the Government to increase 

protectionism. The association did not achieve the status of FKE in industrial relations, but by 1969 

it had overshadowed the Kenya National Chamber of Commerce and Industry which was left to 

small scale African businesses engaged mainly in merchant capital (Nyongõo, 1988).  

 

The demobilisation suited Kenyatta who disparaged the participation of masses in active politics and 

the activism of the unions (Leys, 1975; Nyongõo, 1988). COTUõs constitution gave the President 

powers to appoint top officials (or confirm their election). This put the final seal on the 

ôbourgiesificationõ of union leaders, and went well with international capitalism as the World Bank 

urged Kenya to keep wages low (Nyongõo, 1988).  

 

Looking back over this pre-1986 background, in a nutshell, from the 1970s to about 1985, Kenya 

was pursuing a successful ISI strategy. An attempt to foster exportism in the early 1980s through 

MuB flopped. Finally, we have seen that unions were demobilised by, above all, being forced to join 

the umbrella state-controlled COTU in 1966.  

 

Apparel exportism began in 1989, following the introduction of SAPs. SAPs followed the dogma of 

market liberalisation. As a result, apparel ISI collapsed. It was replaced with export promotion, which 

operates under the GVC model. Kenya would henceforth be exposed to the stringent RoO when 

acquiring inputs. The whole point is that ISI was based on domestic inputs into the apparel industry, 

while todayõs exportism is based on foreign inputs. This undermined the embedding of the industry 

within Kenya. It also exposed the country to accusations that it is a transhipment point for Asian 

exports. It took the 2000 RoO relaxation by AGOA for the country to overcome this accusation. 
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This exportism is our concern from this point onwards, both in this chapter and the rest of this 

thesis. 

 

3.3.2.2 EOI: 1986 to Date 

 

To start with, it is important to be unequivocal about the nature of EOI strategies in the South. On 

the one hand, there are countries (Developmental States) which employed export promotion as an 

instance of industrial policy, that is, on the basis of a sturdy state guidance, the most successful ones 

being those that followed the ôflying geeseõ model (see Jessop and Sum, 2006). On the other hand, 

and for the majority of the South, including the case I am analysing in this study, there are open and 

internally liberalised economies where the factors of production supposedly are meant to seek out 

their niches purely spontaneously. In theory, both categories of EOI strategies use apparel as an early 

industry, but in practice it is the former category that has reaped significant fruits. This is the context 

under which contemporary apparel exportism in Kenya should be understood. 

 

EOI in Kenya was presaged by SAPs. The first World Bank SAP loan for Kenya was prepared in July 

1979 and approved in March 1980. Under pressure from the Bank, Kenya interrupted its five year 

Plan released earlier in March 1979 by preparing Sessional Paper No. 4 of April 1980 on Economic 

Prospects and Policies. This Paper was the first to explicitly express the limitations of ISI; although 

there were traces of SAPs in the 1979 Plan (Hecox, 1988). The Bank had urged Kenya to produce 

intermediate goods for export by making their prices competitive in the international markets. Thus 

local production costs had to be lowered through currency devaluation (Ogonda, 1992).  

 

In tandem with Sessional Paper No. 4 of 1980, Sessional Paper No. 4 of 1982 on Development 

Prospects and Policies explicitly stated, with regard to industrial policy, that ôéit has become clear 

that the scope for further import substitution is limited and that future industrial growth must 

depend more on export marketsõ (GoK, 1982: 11). Ultimately when SAPs are fully implemented, the 

Paper went on, import duty concessions and quantitative restrictions were to be eliminated for their 
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inefficiency. In lieu, reasonable and equivalent tariffs were to be initially arranged and then gradually 

reduced, and incentives for export were to be devised. Some had begun to be implemented already.  

 

The [SA] programme was initiated iné 1980. The initial steps were the removal of bans on imports and no 

objection certificates, tariff increases on over 200 items to ensure reasonable protection, and the imposition of a 

10 percent tariff surchargeé. export compensation was increased from 10 to 20 percent and interest rates were 

one percentage point. Since that timeé [f] irst, a significant revision of price controls was introduced during 

1981 as a means of promoting industrial efficiencyé.Second, two adjustments of the foreign exchange rate 

amounting to approximately 22 per cent were introduced during 1981é.Third, increases in tariffs ranging 

from 2 to 90 percent were introduced on over 1 400 items in the Budget message of 1981éFinally, a new 

system of import licensing has been introduced with full effect from November, 1981 (GoK, 1982: 12-13). 

 

In summary, on trade, the Government converted quantitative restrictions to tariff equivalents, raising 

the average tariff from 40 to 46 percent. However, in 1990, it reduced and rationalised the tariff 

level so that by 1997/8 the simple average tariff rate had declined to 16.2 percent, while the 

weighted average tariff had fallen from 25.6 to 12.8 percent. Between 1990 and 1998, tariff bands 

had been reduced from 15 to 4. Import licensing requirements were also abolished. On foreign 

exchange, exchange rate restrictions were lifted in 1993 (Ikiara and Odhiambo, 2001).  

 

The liberalisation agenda culminated in the publication of Sessional Paper No. 1 of 1986 on 

Economic Management for Renewed Growth (GoK, 1986) (the second master plan after Sessional 

Paper No. 10 of 1965), which had been reflected in the Development Plan (Fifth) for the Period 

1984-1988 (GoK, 1984). The Paper introduced a reform package of price decontrol, financial 

market modernisation, parastatal reform, export promotion and tariff rationalisation.  

 

According to Sessional Paper No. 1 of 1994 on Recovery and Sustainable Development, the basic 

cause of the slowdown in the rate of growth of the industrial sector- which led to the collapse of ISI- 

was ôclearlyõ the fact that ôgiven the small size of the domestic market, it did not take long for the 

most obvious import substitution possibilities to become saturatedõ (GoK, 1994; 56). Thus 

industrial sector liberalisation was formally inaugurated in 1988 through the Industrial Sector 

Adjustment Programme (Mireri, 2000). By around 1989, MuB firms, most owned by local 
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industrialists and exporting mainly apparel, had been established19 (Himbara, 1994). GoK (ca. 2000) 

shows that there were about 6 apparel firms in 1989, exporting 24 000 dozen of menõs and boysõ 

shirts. Himbara argues that a 1 000 percent increase in application fees, and bottlenecks in customs 

clearance and issuing of export licences, stalled the scheme. In 1990, the World Bank approved a 

US$ 30 million credit (80 percent of the required funds) to cover investment in infrastructure for an 

EPZ and direct assistance to exporters. This was used to fund Phase I of the main EPZ in Kenya, 

Athi River. The remaining 20 percent was provided by GoK (Mireri, 2000)20. The EPZ 

programme21 was inaugurated in 1990 by the EPZ Act (GoK, 1991) that established EPZA.  

 

EPZ production began in 1993. In that year, there were 35 apparel companies exporting to the US. 

About 30 were under either the EPZ or MuB. 85 percent of the surged EPZ investment came from 

India, Pakistan and Sri Lanka because of the quotas placed on these countries under the MFA. This 

surge exasperated Americans, who in 1994 and under the MFA imposed quotas on Kenyan men and 

boys shirts, bed sheets and pillow cases (GoK, ca. 2000). Mauritius is the only other SSA country 

that was affected. The two countries were accused of being used as a transhipment point for Asian 

exporters (Mwega and Muga, 1999). Apparel exports to the US that had risen steadily from US$ 2.5 

million in 1990 to US$ 35.2 million in 1994, fell to US$ 34 million and US$ 27.1 million in 1995 

and 1996 respectively. Thus the spontaneous spread of the chain, as a reaction to the MFA 

instrumental barriers within the structural regime in apparel, reached Kenya in 1993. 

 

The impact of Sessional Paper No. 2 of 1996 on Industrial Transformation to the year 2020 (GoK, 

1996a), which more or less re-stated the 1986 Paper, was not felt amid these restrictions.  

 

                                                      

19 The main objective of MuB is export promotion, the main incentive being removal of import tariffs on equipment and 

production inputs.  

20 The Bank gives only a tepid approach to the EPZ approach. Its official position is overall liberalisation of a countryõs 

economy. It sees EPZ more or less as a protectionist policy (Rolfe et al, 2004). 

21 Unlike MuB, firms must be located in designated areas where they enjoy special infrastructure and tax breaks. In the 

case of Kenya, the tax holiday is 10 years followed by a 25 percent tax rate (Rolfe et al, 2004). 
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As EOI firms were being promoted, stringent restrictions on some imports to control the foreign 

exchange problem (Ogonda, 1992) meant that ISI firms could not import spare parts, and began 

crumbling (Ogonda, 1992; Nyongõo, 1988). By 1997, the production index for apparel firms was 

barely higher than its level before the 1977 protection (EPZA, 2003a). By 2001, the fabric and 

apparel from these ISI firms accounted for only 45.3 percent of the total 183 M2 textile-apparel 

consumed in the Kenyan market (EPZA, 2002). 17.5 percent was accounted for by imported fabrics, 

20.8 percent by imported new apparel and 16.4 percent by imported used apparel (KAM, 2006). 

The country was left with an estimated six integrated mills (producing yarn, fabrics (knitted and 

woven), canvas, blankets, sweaters, shawls, uniforms, towels, baby nappies and knitted garments) and 

two spinners (producing yarn and sewing thread) (KAM, 2006). It took the 2000 RoO relaxation 

by AGOA for substantial apparel production to resume, this time for US export. Thus the US-based 

regime governed this new spread of the chain and these increased quantities Kenya could now export.  

 

It is crucial that I state that the switch to EOI was not due to domestic market limitation as 

conventional economists within Government bureaucracy argued, as seen in the policy documents 

above. Rather, it was due to the birth of a regime of accumulation that relied on exportism, which I 

clearly described in section 2.4.2.4. It is instructive that a Kenyan interest in EOI was ignored by 

central capitalism in the 1970s. As early as 1973, KAM was pushing the Government to usher in 

EOI ôto take the place of Hong Kongõ (KAM 1979 cited in Himbara, 1994: 128). However, 

Nyongõo (1988) argues that the Government industrial policy advisor in the 1960s, Van Arkadie, 

had vehemently discounted the export possibility. He had instead encouraged the East African 

market to be exploited for British Imperial interests, whether that be through production or imports, 

endorsing the view of Livingstone and Lord Hailey. As a result, Kenya gave up the thought of 

carrying a feasibility study for an Industrial Free Zone, after toying with the idea between 1972 and 

1973 (Ryan, 1974).  

 

On the one hand this overturns the argument of market limitation in Kenya as the basis for EOI. 

Indeed, the preceding section has not shown any market limitation in the textile-apparel industry. On 

the other hand, it shows that, partly, this agency role was responsible for delaying Kenyaõs, and SSAõs, 
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adjustment to the demands of the new regime of accumulation. This is because only a few countriesõ 

accumulation can be accommodated in every regime of accumulation. NICs were meant to be the 

main beneficiaries of the post-1970s regime. SSA still remains a reserve region, and Kenya was 

invited to exportism too late, and at the convenience of central capitalism. We have seen that elite 

arms of capitalism imposed EOI in the 1980s, too late for a country to reap any significant benefits 

from the regime.  

 

This thesis is concerned with apparel exportism, and much of this is concentrated in the EPZs. The 

rest of this chapter and Chapters Four to Six have this sector and dimension in mind. In this section, 

I present the existing apparel industry. I will demonstrate the role of EPZ apparel firms and AGOA 

in national apparel exportism, after which I will demonstrate the role of apparel firms in the EPZ 

programme, and finally show their role in manufacturing sector and the national economy. However, 

I will first briefly show the role of the whole textile-apparel industry in the Kenyan economy. 

 

3.3.3 Existing Apparel Industry with Specific Reference to the Export Dimension 

 

3.3.3.1 Textile-Apparel Sector in the Kenyan Economy 

 

Looking at the textile-apparel sector as a whole, it is currently the fourth largest segment of the 

industrial sector. It contributed 11 percent to the number of manufacturing enterprises in 2004 and, 

excluding EPZs, had a production turnover of KShs 6.1 billion (approximately US$ 88.4 million, 

November 2007 exchange rates) per annum between 2002 and 2004. Out of this turnover, 

manufacture of apparel accounted for approximately 27 percent. The sector (including EPZs) 

comprises 255 formally registered enterprises. This figure excludes the estimated at least 1 000 

informal establishments, usually of approximately ten employees, which manufacture only apparel. 

Despite having lost its composite nature that reached its peak in the 1980s, the textile-apparel sector 

as a whole (including EPZs) is now the second biggest formal employer in the manufacturing sector 
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(after food and beverages) at 42 646 employees in 2003, which was 18 percent of formal 

manufacturing employment (KAM, 2006)22.    

 

All we need to bear in mind are the following points. First, production in all the large enterprises in 

the EPZs relies on foreign fabric, and almost all is for export. Second, production in Small and 

Medium Enterprises (SME) is for either domestic consumption (non-bonded ones) or domestic 

consumption, export or both (bonded ones). Third, production in informal establishments is for 

local consumption.  

 

3.3.3.2 The Size of Kenyan Apparel Exportism and the Role of EPZ Apparel Firms and AGOA in It 

 

According to UNSD-COMTRADE, there is no evidence that any substantial exports from SSA and 

Kenya go outside the US and the EU. Gibbon (2003) corroborates this by showing that for Kenya, 

nearly 100 percent exports go to the US.  

 

At approximately two percent of both world exports and US apparel imports, SSAõs (and hence 

Kenyaõs) participation in the industry has been, and remains, dismal. For example, in 2005, the US 

imported US$ 68 713 million worth of apparel. From Chart 6 below, China was the leading source 

of the imports, accounting for 22 percent, followed by CBI countries at 14 percent and then Mexico 

at 9 percent. These three accounted for 45 percent of the imports. SSA accounted for a mere two 

percent! Looking at exports of at least 1 US$ billion, there were 15 single exporting countries ahead 

of SSA as a region23. Kenyaõs 19 percent contribution to SSA exports to the US in 2005 was 0.4 

percent of US imports. The countryõs share of SSA exports to the EU and the US rose from 3 

percent in 1999 to 12 percent in 2005 (Chart 7 below). Therefore, whilst Kenyaõs industry is small 

                                                      

22 The sectorõs employment was previously 27 243 in 1999, 26 563 in 2001 and 34 933 in 2002. It indirectly employs 

an estimated 140 000-150 000 in cotton growing (KAM, 2006). 

23 The figures in Chart 7 add up to more than total US imports due to rounding up. 
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Chart 6: Exports, leading world suppliers to US, 2005 (millions US$)24 

 

Source: Authorõs calculations based on USOTEXA (2006) 

                                                      

24 ôExportsõ in this chart and in subsequent charts means ôapparel exportsõ. 
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Chart 7: Exports, 48 SSA countries & Kenya to EU & US, 1999-2005 (millions US$) 

 

Source: Authorõs calculations based on UNSD-COMTRADE 

 

by global standards, it plays a significant role in SSA, and it is in favour of the US. 

 

EPZ firms have been the lifeline of apparel exportism. According to KAM (2006), non-EPZ textile-

apparel export earnings in 2003 were KShs 1.8 billion (approximately US$ 26.1 million, November 

2007 exchange rates). Much of it was most likely for yarn because Kenya exports substantial yarn to 

India and China (Mugambi, 2006). Even if we accept for a moment that the whole earnings were 

from apparel, EPZ enterprises earned KShs 13.8 billion (approximately US$ 200 million, November 

2007 exchange rates) that year (EPZA, 2004b). This means that EPZ apparel exports took at least 

88 percent share of textile-apparel exports (KAM, 2006). 
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As stated already, nearly 100 percent of EPZ apparel exports go to the US. In 2005, only four firms 

exported outside the US: one firm to Canada and Netherlands, another to Germany and the United 

Arab Emirates (UAE), a third to UAE, and a fourth to Canada, making a total of KShs 219.1 

million (EPZA, 2005b). Although EPZA does not account for an extra KShs 1.9 million, it argues 

that, in total, non-US exports for that year amounted to KShs 221 million (approximately US$ 3.2 

million, November 2007 exchange rates). This was a mere 1 percent of the KShs 14.9 billion 

(approximately US$ 216 million, November 2007 exchange rates) EPZ exports for that year.  

 

EPZ apparel firms are the main players under AGOA. In 2001 and 2002, US imported from Kenya 

US$ 65 million and US$ 125 million worth of apparel respectively (Chart 8 below). AGOA 

accounted for US$ 52 million and US$ 121 million respectively (USOTEXA, 2008). Apparel 

EPZs firms exported KShs 4.29 billion and KShs 8.15 billion worth of apparel respectively (US$ 55 

million and US$ 104 million respectively, 2001 and 2002 annual exchange rates respectively).  

 

 

 

 

Source: Adapted from USOTEXA (2005) and EPZA (2005b) 
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The chart shows that EPZsõ contribution to AGOA apparel exports was presumably 100 percent in 

2001 (since EPZõs US$ 55 million is higher than the US$ 52 million under AGOA) and 86 percent 

in 2002. On the one hand, this might not be true because other firms outside EPZs export to the US 

under AGOA. However, this can be solved as we know total Kenyan exports to the US. Subtracting 

EPZsõ contribution from total apparel exports, we get that non-EPZs firms contributed US$ 10 

million and US$ 22 million in 2001 and 2002 respectively. But, on flipping this, not all non-EPZs 

apparel exports were exporting under AGOA! (There is even a possibility that little or nothing was 

under AGOA). However, for the purpose of substantiating the argument that EPZs are the main 

players under AGOA, it can be assumed that all non-EPZs apparel exports were under AGOA. In 

that case, EPZs firms contributed at least US$ 42 million and US$ 100 million to AGOA apparel 

exports for the two years respectively. This is at least 81 and 83 percent share respectively. For the 

two years respectively, the share in total apparel exports works out to be at least 65 and 80 percent25. 

 

3.3.3.3 The Role of Apparel EPZ Firms in the EPZ Programme 

 

The number of EPZ apparel firms reached its peak in 2003 (53 percent of all EPZs firms) (Table 9 

below). It is important to bear in mind that EPZA surveys are carried out at a particular point during 

the year and therefore this is not a reflection of the highest number of firms ever established. For 

instance, an unpublished MoTI paper shows that at some point, most likely early 2004, there were 

36 firms (MoTI, Department of Industries, 2006). My interview with the General Manager of the 

case study firm showed that at some point there were 46 apparel firms in operation (Isinga, 2007). 

At their peak performance in 2004, EPZ firms accounted for 76 percent of EPZ sales. But their 

contribution to EPZ workers reached its acme in 2002, at 96 percent. While much of the data for 

exports and investment is missing, that which was available shows that apparel firms contributed 74 

and 53 percent respectively in 2005.    

                                                      

25 Rolfe et al (2004) quote EPZA explicitly stating that more than 80 percent of the exports came from EPZs, a figure 

which corresponds to my calculations here.  
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Table 9: Contribution of EPZ apparel firms to the EPZ programme, selected indicators, 1998-2005 

 Total 

firms  

Apparel 

firms 

Apparel 

firms % 

share 

Total 

sales 

(US$ 

millions)  

Apparel 

firms 

sales 

(US$ 

millions) 

Apparel 

firms 

% 

share 

Total 

workers 

Apparel 

firm 

workers 

Apparel 

firms 

% 

share 

Total 

exports 

(US$ 

millions) 

Apparel 

firms 

exports 

(US$ 

millions) 

Apparel 

firms 

% 

share 

Total 

investments 

(US$ 

millions) 

Apparel 

firms 

investments 

(US$ 

millions) 

Apparel 

firms 

% 

share 

1998 

1999 

2000 

2001 

2002 

2003 

2004 

2005 

- 

- 

- 

- 

- 

66 

74 

68 

- 

- 

6 

17 

30 

35 

30 

25 

- 

- 

- 

- 

- 

53.0 

40.5 

36.8 

- 

- 

- 

- 

- 

149 

224.8 

314.5 

- 

- 

- 

- 

- 

195.2 

305.3 

200.8 

- 

- 

- 

- 

- 

76.3 

73.6 

63.8 

3 645 

5 077 

6 487 

13 444 

26 447 

38 199 

37 723 

38 051 

- 

- 

5 565 

12 002 

25 288 

36 348 

34 614 

34 234 

- 

- 

85.8 

89.3 

95.6 

95.2 

91.8 

90.0 

- 

- 

- 

- 

- 

- 

- 

265 

- 

- 

30 

55 

104 

146 

221 

197.2 

- 

- 

- 

- 

- 

- 

- 

74.4 

- 

- 

- 

- 

- 

- 

- 

247.1 

- 

- 

16 

48 

88 

128 

108 

132 

 

- 

- 

- 

- 

- 

- 

- 

53.4 

_ Data missing 

Sources: Wolfe et al (2004) (data for 1998-2002); EPZA (2003b; 2004a) (data for 2003-4); EPZA (2005b); MoTI, External Trade Department (ca.2006b) (data for 2000-5) 
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Firms were becoming efficient before liberalisation struck. Before 2003, exports were growing at 

a faster rate than firms, grew while firms decreased in 2004, and declined at a slower pace than 

firms in 2005. This efficiency is also shown by the fact that, while the number of firms and the 

level of investment grew at the same rate up to 2002, the rate of investment increased against that 

of number of firms in 2003, decreased at a slower rate than that of firms in 2004, and even 

increased when that of firms decreased in 2005. The 2005 investment dynamics also suggest that 

despite the liberalisation challenges, entrepreneurs were optimistic that they would prevail against 

the difficulties. The other interesting thing is that the size of firms is relatively large- at least in a 

LIC context. The average is 1 150 workers (EPZA, 2003b). As I said in Chapter One, the case 

study firm had 1 064 workers in 2007, which is close to this average.  

 

3.3.3.4 The Role of Apparel Firms in Manufacturing and National Economy 

 

EPZsõ contribution to manufacturing and the national economy is given in Table 10 below (also 

see appendix E).  

 

Table 10: EPZ % contribution to manufacturing & national economy, selected indicators, 1997-2003 

 1997 1998 1999 2000 2001 2002 2003 

National GDP 0.24 0.3 0.47 0.53 0.84 1.30 1.53 

National exports 1.05 1.49 2.46 2.7 4.04 5.75 7.15 

National 

employment 

Missing 0.07 0.09 0.11 0.21 0.39 0.52 

Manufacturing 

GDP26 

1.8 2.26 3.56 4.05 8.57 13.27 15.77 

Non-food 

manufactured 

exports 

4.93 8.63 14.72 15.86 21.65 29.93 39.75 

Manufacturing 

employment 

1.60 2.03 2.77 3.56 7.35 13.47 18.30 

Source: Adapted from EPZA (2002) (data for 1997); EPZA (2004b) (data for 1998-2003) (see also Glenday and 

Ndii, 2000) 

  

                                                      

26 Share of EPZ in national GDP divided by share of manufacturing GDP (see GoK, 1996b; 2001, 2006 in 

appendices F to H).   
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Comparing data in Tables 9 and 10, apparel firms contributed 29.57 and 5.32 percent to non-

food manufacturing and national exports respectively in 2003. Also, they contributed 16.47 and 

0.47 percent to manufacturing and national employment respectively in the same year. 

 

3.3.3.5 EPZ Firm Ownership and Insertion into GVC  

 

Although the GVC analysis understates the role of international regimes in the spread of the 

chain, its descriptions of the sourcing patterns of lead firms can be used here. Gereffi (1999a) 

identifies four types of lead firms who source through various organisational channels: the giant 

cost-driven discount retail chains, such as Walmart, Kmart and Target; upscale branded 

marketers, such as Liz Claiborne, Nike, Disney, Tommy Hilfiger and Nautica (these were 

previously manufacturers); apparel specialty stores which combine both retailing and marketing- 

such as The Limited and The GAP (most speciality stores were also previously manufacturers 

before switching to brand marketing and retailing); and private labels among mass merchandising 

retailers, such as JC Penny and Sears (these are retailers who own production sites to manufacture 

their own brands). Typically, discount retailers, marketers and speciality stores rely for supply on 

OEM firms, primarily in Asia, either directly, or through a network where Asian OEM firms 

coordinate the subcontracting of low-assembly operations to other countries in Africa, Latin 

American and Asia where labour is cheaper. OBM of private labels, by contrast, use imported 

inputs and rely on regional sourcing where US firms go to Mexico and the Caribbean Basin, 

European firms go to North Africa and Eastern Europe and Japanese and NIC firms go to lower-

wage regions within Asia (see also Hale and Wills, 2005; Gereffi, 2003).  

 

As shown in Chart 9 below, the contemporary Kenyan apparel industry is highly vertical, with 

very few backward linkages with the national textile industry. Firms in such LICs as Kenya 

agglomerate in the most elementary form of EPZs. Protex EPZ Ltd General Manager confirms it. 

 

éour factoryõs head office is in Taiwané first of all the costing will be done thereé They are the  

ones who do all the sourcing of raw materials. They also have agents based in the same country who will 

look for orders. é they send the samples hereé then we check the quality [and] we have to send it 

directly to the buyer in the US. [Then the buyer says] ôthis is fine, now can you start productionõé The 

buyer will send the quality assurance [persons]é once you get the approval then you can ship. But if there  
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Chart 9: Insertion of Kenyan apparel EPZ firms into GVC- a GAP model 


















































































































































































































































































































































































