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ABSTRACT

An importanguestion in development is how fathe@ontemporary global context create
industriabevelopment martunities for the South, particularlyoferincome Countfieln an
important sense, this can only be answereabstract termsince the institutional conditions
facing particular industries at particular times are highly speciBeath,ti®méguration of
fourregime the structural reginrepooduction and trade in apparel, the labour regime, the neo
statist European Union regime on production and trade in appaessiatistignited States
regime on production and tra@gg@parelcreates a window of opportunity for a Kenyan export
oriented apparel indudttywever, we must ask whétiemdustry isutonomousom these
regimes to the extent thagdaisscanbe sustainably embedded widnganotablyn terms of

product anthboumupgradingr is it, rather, subservient td?them

My theoretical discussibaws thdlheGlobal Value Chdi@VC)approacpresents lead firms as

the primary governors in GVCs, lntelmational Reions theopyresentegimessshe primary
governors issuareasl he discussigivaa Dependency interpretatioegiineswbsuminghe

GVC approadh that interpretatipandarguinghat as far as issue areas are carceaned er n a
controlemergenmtegimeayovernanad the GVCoverrideé i n t centrallead frm governance

My empiricaldiscussioshow that the upgradingf the Kenyan apparel indusay been
insignificantandthatthe governancerefiimgon production angtade in apparevhile nota
necessary nclition, was a sufficient condition to undermineNonetheless, the Kenyan
Government asdcial movemen&n exploit systemic weaknesses, the former by negotiating for
single transformation of fabric and promoting expoliklooé/ hand loomed/handde

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 aboudpparel export promotionaibow Income Count(LIC) in the light of
international regime goverr@nbeappareGlobal Value Chai@VCO). It analysgsoduct and
labourupgradingrénds in the Kenyan apparel industigetermiesthe role of international
regimgon production antdaden apparegandtheinternationakgimen laboyin accounting for
such trend$he textiopes toontributto the understandingtioéessential nexhetweeregime
governance of #gparetVCand upgrading

One of the central questiom®imemporary developndebhate is the extent to which LICs can
use thapparehdustry as a launching pad for indsstieaHistoricallythe industry has been

t he i deal Mosttrementtytee Néwly iindudtiieksédrCpuntries (NICs) of South East
Asia(SEA)extensively promoted the 1960s and early 19&0d made significant industrial
upgradin@seeGalenson, 1979; White, 1988). Essemtlistrial upgradioguld be seen from

two perspectives. There is the wider perspective of structural change of the national econor
wholeasacountry abandons #pparehdustry to concentratenmretechnologically advanced
onesThis is the perspective taken by Ranis (1979), Scott (1979) and Wade (1988)dn their ana
of Taiwanas well as Michell (1988) in his analysis of SouthrKtrearythis would be
accompanied by higher standardengfdmong citizens of such an economy, including better
wages and working conditionilbour Alternativelyipgradingocld be seen tine narrower,

sectoral lens of producing more value added proshgdsiing in more profitable functions in
theindustry (such as brand marketing), which would also be accompanied by higher standa
living including better wages and working conditidaigotoin theindustry This textis
concerned with the latter perspéctadditionywhile intheory ugradingn thissulsector can be
buoyed by domestic denthadiebate the study engagasdarnsxportism

At least twpalpable contradictions that characterise thearabestinato ananalyisof L 1 Cs 0
upgrading opportunities through appqreftismiirst, heoretical innuendosm the 1950s
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suggestetat the Northwasto hand over the industry to the Salhe r nonds (1971
Cycle theyy for instancay industrialised country carves out a niche for a product it exports an
ues Foreign Direct Investment (FDI) to produce for local marké&tkeabheashdustrialising
country builds a comparative advantage of its factor proportions of clasap dedvtsir
exporting to the country where the product originated, bseviiehdeveloped country has
switched to another produrcteality, howevéda/ssezaireProduct Cyclis utopia.The only

Product Cycle explanatltat makes sense in the real wtnkeimanagethrough industrial
policy)d f | y i vesiongyel@eddy Japan (Kojima, 197 7@akatbirth tdICs. This was a
doctrine for managing the international economy by deliberately hiving off industries to
industrialised countries as the industrially advanced countrieshigtree lege¢Bie] 2000.

Thus in the real world, the North hastiaver thendustry only partially. The main mechanism
used to achieve this is trade restiidtemairviolations of the supposedly free tradhethat
General Agreement on Tariffs and (BGadd) espousetiegann the 1950sand early 1960s
initially covering cotton products 6nlyn d e r mechani sms of ovol t
Arrangement on Cotton Tex{iBBA) and Long Term Arrangement (LTRe3trictions for
manmade fibre and waasded pductdegan i1969culminating in thdulti-Fibre Agreement
(MFA) of 1974(Aggarwal, 1983)he Agreement on Textiles and ClotAiRg) (phas&outthe

MFA between 1995 and 20DBese violations were directed ragidiawhich had inherited
thebiggr share of tivedustry from the NortBincecapitalisrthrives partly on so@alrwinsm

(it is the fittest who surviweine Asian countreggliedalse labelligp change the apparent
country of origirand/or relocatl some production norrMFA signatories countriesvhose
quotawerenotfully utilised (Dicken, 2008 is thisrespondbat is responsible for the first main
wave of apparel exportisiuisSaharan Afri@SA. Kenya was hit by the first ME&lated
wave from India, Pakisand Sri Lanka in 1993 (Government of Kenya (GoK), ca. 2000).

The othercontradiction is thatultilaterédmis dovetailed int@gionaspheresf accumulation

that contradict. iFirst, since at least the early 1986s¢ washé European UniorEW)
Generalised System of Prefe(&8@sthat offeredpreferentidgtjuotas and duty reduction o
African apparel impoHswever, by the time the spontaneous spread of the chain reached Keny

1993, the local supphainwvas noexistenience Kga could not mdeth i s deG&né forsa
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double transformation Rule of Origu®). Ther ef oreegportsurnddris @GSéhvarat r y 0
puny, at best reachuntythree percent share of S@art¢ Aut hor 6 s c dJniedul at i
Nations Statis8 DivisionCommodity Trade Statis{ldslSD-COMTRADE)database}hen
secondly, tHénited State®J§ GSRinitially instituted in 197@as improved Hye African
Growth and Opportunity AG&HOA) in 2000AGOA marked the second investment wave in SSA
becausewagmore liberal than previous GBfesinclusion of appawvals missing in previous US
GSR In additiorthecompleteemoval of landed datyd thexempting of LIC8Ich as Kenya

from a double transformaRo® weremissing fromprevias USand EU GSPEhe first wave of
AGOArelatednvestment boom in Kenya éame Sri Lankan 2001 while the secondme

from Indian 2002 Especiallyelbause &iGOAS RoO exemptiongarly 10@ercent of apparel
exports from the country since @0@2 the USor exampl®9 perceim 2002(Gibbon, 2003).

The scope #fenyan industrighgradingffered by these timeestmentaveshemselves fuelled

by the two contradictionsvithin systemigovernanoaf international regimfessneverbeen
analysed~ocusing atie period 1992007, this thesis seeks to adbiegap It addressesd

key questiarnBirstlywhat has been the trend on selected aspectiofm the Kenyan apparel
exportindustry between 1992 and 28p@éeificallyn product upgrading,what extent have
exports expan@dairthermoregn product upgradirand sing the nexy of movement from
assemblgf imported input® Original Equipmemanufactung (OEM) (specificallyocal
integration, fabric value additexport offolklore/had loomed/handmade produatsd
integration into the G)/@ what extent has unit value inci@asédi®on, in relationlédour
upgradingyhat has been the experience of implementing labour standards as represented by

conditionalities enshrined in AGE2&8ndly,hy has the trend arisen?

Evidenceshows that on product upgradipgrt fronexport expansjdhe industry has not
upgradedheindustry has nbeerocally integratddbric value additi@minimalthecountry
has exportemhly 3 out of 35 eligilftdklorehand loomed/handmaeducts, andtegration
into the GVC is poddn labour upgradirapart fronthenonemployment of childiarapparel
Export processing Zom#343, no other AGOA labatonditionality has been met fully.
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In decipheringhese trends,ighhesisuses a synthesis of GVC analysis Begpendency
interpretation ¢tegimditeraturelt posisthatcontrollead firm GV@overnande nestedithin
a pluralistic mode obntol-emergeninternational regin@/C governandbat is aimed at
Northern accumulation, perpetuation of depemtratyainment of milieu go&lsamong
others, social reproduction of labour atelé&wnternational social ofiderstructural rege
on production and trade in apmaréithe Eddased and the -U&sedtatecentric regimes
production and trade apparelccopt emergent industrial clustering in the, @buéh
simultaneously restricting any substamivgervised industripgradingin the region In
addition, tojlown Northern state polkcgompanying stegatric regimes is méamngender
industrial cluster dynamism where it fails to sgpoatgeeousiyhus adelicate balanise
pursued: the structural reguslesfor a managenaultilaterapproactvithin theGATT/ World
Trade OrganisatioWTO) to ceopt generajylobal industrial spontaneous emergeiletbe
statecentric regim@sirse statecentred protectionist agreenemisth co-opt general global
indusrial spontaneow@mergen@ndengenddt where it has failed to emdigeseregimes

dictate | ead f iexpontsv@dum&yY Cwgloiveasankbe ofhai nds

Statecentricregimesarealsoconfigured to restrict substaSimiernaccumulation amother
senshby introducing conditionaliigainst sweatshop lalsouhat the South cannot maximise on
its cheap labaufFhis cofiguration on labour standards, altpadiyhrelated to the inteofst
international regsan production anlade in apparel of restricting accumulation in the South
mainly operates within its avi@rnational regiroa labour standardts overriding systemic
objectivas that while achieving only minimaork conditions will restrict ambstantial
accumulation, it will also guarbotbeocial reproduction of lakamd social ordé@hisregime
largely dicte e ad f i r ms 0 Géanéntdgbbaurtstandayds @ thelcham f or ¢

The implication of sucdgimegovernance on udgrg in LICs is that, in pursuit of Northern
accumulatiomstrumental barriersated pethreeregimes on production and trade in apparel
constrain LICs to pick djmese include quota limitations for the structural regime (up to 2005),
and quotasd a restrictive RoO for the-stabist regimédsalso implies that, in pursuit of global

accumulation, the emengatureof the structural regileads toheemergence of major players
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(currently Chinayho crowdLICs out of destination marketss@iwo implicationsearthat
productvolume and valyggrading in LICs is a HerculearHawslevetbecause of the urgency to
promote systemic milieu gibedd,JSbased regirhas relaxed the Rim® SSAuntil 2012 and

hence Kenya has achieved lwvoitene upgradinghey also mean thag tegimegovernance
leads tthe race to the bottom in LI®ss is what unites the inhibition of product upgrading with
the inhibition of labour upgradiwyever, in pursuit of milieu goals, the regimeuondddo

for labour upgrading in such courBués juggling, on the one hahatthern and global
accumulation, and on the other hand, labour upgrading, ifeeatyifieanby underminting
former thaa failure to achidhe lattehencéabar conditions rarely improveracticel hus

regime governanadisterminant of both product and labour upgrading.

This thesistherefore argui support of the hypothesis that the governance of regimes or
production and trade in apparel, while metessary conditwas asufficient condition to
underminproduct and laboupgradingh Kenydetween 1992 and 2087 the same timeg th
thesishowthepotential for Southemanoeuvres to embed developmeanticular, the Kenyan
Governmermind social movements can exploit systemic weaknesses, the former by negotiatin
single transformation of fabric and promoting exjppoliklooé/ hand loomed/handmade
products, the latter by demanding for the full implementation of minimurditainsitbaye

all, the knowledge possessed by Southern actors about the functioning of these regimes gi\

for success in future struggles to upgrade industry.

In the remaining parttiis chapter | will presévmethodology employed in tleares, which
includes thmain concepts of the reseandan overview of the chapters ahead.

12 METHODOLOGY

12.1 Research Design

Some research topics may require a combination of designs that might not\#&ntitmahy con

design (Blaikie,@®), which is whyis thesiadopéda mixed research design. However, while a

batteryof designs goeesenfarchival analysis, secondary analysis, content analysis, case study,
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sectional analysis, longitudinal gnéhgsm/erwhelming desgasongitudinal and case dtudy.
is longitudinal becaiiselatsto change over time (in retrospect) from 1992 td@W6ver, as

it isalso a case study of the Kenyan apparel timelgstmplete lasd | ongi t udi nal ¢

The taegan iDusaderedoneof the two sendewill usein this thesisas a research
design. In this regatdis an embedded case -siuttas a subunit of analgsisrkers and
management in one fimhjle still treating the holistic ¢asd€nyan apparel export induessry)

a single case study (see Yin, 200fneralisatioimsthe thesis, including those of the sampled
workersaredependentamh at Yin (2003) <calls O6anal yti c:
cited in Blaikie, @® : 223) <cal bhs O6ppgsedl t b.nMessecantd ¢ 8 & |
use of the terinc a s as asa modeftdata selecticgesion 2.5.1 below).

12.2 Research Strategy

The overarching research stretedyn this thessdeductive analysis salteugh one of the
researcquesti ons i s the tenttabheégso &6 wh dated Otwhy &, t ype.
investigatihe causes of, or the reasons for, the existence of regularities in a phenomenon. Tr
normalypr eceded by O6whatdé questions as we nhee
Deductive strategy is based on an observed regularity which begs, ameéx@aoatibeory
testing through hypothesstingasxisting theoriesnnoicount fotheseegularitiesVe reach

an &planation by constructing a deductive argument whose premise will-bstaifisredell
abstract propositions or hypothetical propositions that can be tested; and not necessarily in th

sense of thens@ntional cause and effect explanation (Blaikie, 2004, 255).

Deductivetrategy is contraswith inductvestrategyThe latteis grounded in the Positivism of
among otheiBacon and Durkheim. Positikeéiss othe ontological asstimpof an ordered
universe made up of discrete observable events experiencedlbystbedsgnsearguedan

be represented by gersi@tisaboutthe relationship between concéptepistemological
assumption is that knowledge is pthduough the use of human senses and by means of
experiments and comparative angfysiseans that statements based on observations becom:

theoretical statements about order in reality (see Blaikie, 26801 622)102
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Deductive strategy isugded in Critical Rationajidevelopeprimarilyby Karl Poppén the
20hrcentury Cri ti cal Rational i sm acceptwithtmost (
excepbn ofthe assumption that sensessaceire foundation for scientific ésddoweverit

differs in a fundamental way from Positivism epistemaagicelkes no distinction between
observational and theoretical statements (that is, observations occur within a horizgn of expec
or, better pyttheyare theory depent). Deductive strategy, therefore, assumes that descriptior
involve some point of viemd hence pure description is impossible. In a word, researchers sho
impose theories on the social world rather than wait for it to reveal #9Bégidadd0:

1047, 1112). Critical rationalism, using deduets®ningosits that the theory that offers least
resistance to falsification should be preferred as the most probable explanation of the issue at

Howevereductive strategy acteptat Owhyd questions .¢ence be

the stratepcceptasing answerstbteé what 6 questi ons @®férwhichduct

answers to Owhyd questions are sohgmd, ®&la
many® and Ohow much©& quest idowhsaWithin eégduptived ti o dh
strategyhereforaghisthesiemplogt he 1 nducti ve strategwildto ar

up t o t he FHrsthwilberdepwoets uncoeethe trends in product datour
upgradingn the Kenyan appaeportindustry between 1992 and 206&n! will use the
observed trends to thsthypothesis thdte governancereflimes oproduction and trade in

appareblas aficient condition to undermine upgradienya

1.2.3 Main Concepts and Conceptual Model

1.2.3.1 Introduction

There are two waypérationalisimgpnceptonceptualisation and operational@ationo p e r 0
Conceptualisatintheformal definibn of concepts in terms of how they are being employed in
the researchvhilstoperationalisatigh p r aaneern$g itself with transforming concepts into

variables (see Blaikie, 20006)138hilebothstrategiemre present in the reseaishhéliss
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maitty concerned witihe formerThis ispartly becausthe concepts employed are relatively
abstractind partly becabspothesigstingn the studis relatively formal. Tis thesis wilbe
concerned withree maiconceptsegimes, goverrgand upgrading

1.2.3.2 International Regimes

Krasner defith@ternational reginassthe explicit and implicit principles (beliefs of fact, causation
and rectitude), norms (standards of behaviour defined in terms of rights and obligations),
(specific prescriptions or proscriptions for action) and-megisignprocedures (prevailing
practices for making and implementing collective choice) around which actor expectations cc
in a given issaeea (Krasner, 1982k additionanissue aai f@n odganised or partially
organi sed system of Aggarwakefiredicternatmmabregin€imasy, | els9
and procedur es t handmetaeggmed sat &p rniart d iomlad s aand
the developmentofirege s 6 ( Ag g ar Maerd recently9He Bas delin@d regitn8s)as the
6sets of rules and procedures a- egmesdsth@hi c

oOprinciples and norms that gu4).de the entir

This thesiagrees withggarwahat principles and norms should not be included in the definition
of regimedor theyare only but the fund from which actors drawinbernational regime
formation. Howeverditfers with hirby arguing that kirm e r 6 s r e anpliginfacétofon o
regimesshould be retainefbr the process of drawomgis both implicit/informal and
exlicit/formal Theinformaprocess is the emergenthekeyfacet of regimes, whilddhaal

one which is the aat formulation of rules and procedures, constitute the control facet of regim
Thus if tlethesis was to adopt thessic International Relati@ysof defining regimes, it would
define them as tiraplicit and explicit rules and procedures atboundtw act or sd e
implicitly or explicitly convesge a g i v.dHowevethesthesis has ckoged to emphasise

the fact thategimes are primarily social instifjutionsat her than the mor

! InternationaRelations has defimedmesin other ways. See, for example, Gilpin (2001), Puchala and Hopkins
(1982) and Young (1982).
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pr oc e d ofrregisgEmpkasige@ in mainstream International Relatianis theomnggard,

it is crucial that Wweclear ohow tlethesis witlefineegimes

In the social scientles,termsegimécanmearat leastivethingsFirst,a regime any form or
systemf@overnment or administration. Secisahyitset of rules abouttaayood, exercige

cetera @esignemode of organisabidrhesdwo arghe broad definit®m common speech in
political economilowever, theare not intended in thedisThird, aregimas an@mergent
mode of oThigrelates tthaReguawoppo ac hds s pecibfriecgi usee
a ¢ ¢ u mulh this dasie,is dot only emergdnit alsdghe time dimension is criogabuse it
assumestid be dong cycle dealing with technalodistitutional practices such as corporate
structureand others. Theencepis used in thithesisbutit is not thgrimarysense of regimes

that isntended

The sense whishintendegartlyrelate to the fourthdefinitionregime as@esignethode of
governan@d his isaninstitutional structuwedemwhichfor exampléade operates at a particular
time such as the WT@rasnér(@982ap nd Aggarwal 6s (1985; 201C
capture this definitidmue K r a sdefmitiofpartlycaptures the emergent facet of registes

far ast makes referencéhe reserve miinciples and norrasd to the fact that rules, procedures,
principles and norms, antimesbe impligt. Howevermainstrearinternational Relations
scholarswho mainly come from knowledged and rddased schools of thougbpy this
dominant International Retat defition to situationsrherectorareexplicitlyselfinterested in
bringing @ler in international relationsiipsa resutheyemphassgencyror example, while
Aggarwdbbels the period 198D prior totheSTAas t he period of &no
r eg,orthepber i od of 6 no di s t1B85:22)this tkezid wolldemaintaing i m
that tke textilapparel structurabimene is referring veas fully operatiowmiairing that peripd

since itsore facetheemergerdne had existed from as far back as the 1930s, #maungh
othersp v ot y @ t eestrairgsthe formulation of the STA was just but the arrival of the

control facet

Thus be intendedensgartlyrelate to thefifth definition:regime aan @mergent mode of

g 0 vV e r n a nteeestiid@stsenhde inendedsand itsédan emergent structure, for example,
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the wayndustriatlusters evolVeis the sense behind the critique of the tragedy of the commons
(Hardin, 1968) at the international, landlthe work of Nobel laureate Elinor Ostrom has clearly
demonstratekis Notethat bottthe third anthefifth definitionshare the common characteristic

of emerger A regime of accumulation is structured accordingatul timénks to the long
cyclesandto thelnternational Political Econ@iiffd). Regimesoud flourish within tse cycles.

For example, industrial clusters flourish particularly in the kind of context of the crisis of the 1¢

The subsequent regime of accumuolateEgoopted them.

An nternational regintieerefores partlyadesiged institutional structure and mardynergent

social institution of transnational scale thatocdesitat that leyeh the premise of the absence

of a sovereign traauonal ordeiRegimes may or may not be followed by the establishment of a
international organisatidmeyrespond to the problefrdisorder d@heinternational level in the
Hobbesian paradigmimernationdRe | at i ons t heory. The Hobbe:
order.Howeverhistoricallyregimes became importanudeead the characteristic institutional
form of resolution of the conflictual nature of classical imipebiadiimernationakgimes are
partlybasean the need for the North to hstmectures tocontrol among othersdustryand
therebyacheve order at international level. This is particularly the dhs¢tlypveostWar

Northern states preoccupied with maintaining social cohesion latiiduety is not properly
controlled, this mighead to disorder at international levelsaal alienation due to
unemployment in the Noathg hendgortherrlabour will makennecessatgmands.

Wealsmneed to note thetegime can nest on a higher/wider. regime

The concept of nesting can be understood from the perspectivhyobfashEearms. The textile system is
nested within the overall trading system, and the trading system, in turn, is nested within the ov
international strategic system (concerning security matters). Actions countries take in these other s
influeeme behaviour in the textile subsystemévelldec
system to evoke greater concern than problems in subsystems, and that countries would therefore ende
bring subsystem behaviour into line \eithivay of the higharel system (Aggarwal, 1985: 27).

| need temphasisieat, Hthoughhe regimesnsidered in this thasssmorakin to thelesigned

structurelefinition than to the emergent structure istiggdisshallhighlight the injgay of
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both definitionsvhile takinghe latter as its primary understaRdingxample, at one level, the
WTO is an emergent institution, operating partly through hegemony and partly throu
voluntarism. If we view the great powers (effectiveliptbé Saven (G 7)) as the effective actors
in the balance of power model |, the Prison
hegemony. The US leads in pushing for voluntary multilateralism but in a way that permits it t
unilaterallyn this model, the G@untrieare equal to each other out of their rapacious behaviour,
but i n addition, six agree to abide mlmy US
its entirety, however, the WT@bisstrictly speakirayegimeRather, its a disguised form of
hegemony of the G 7, and effectivbly US, over other countries

This emphasis crucial becausens rainstrearscholarsliscussegimes in their true design
emergent forroytwhat they refer to@s edisinonh this fornRegardinthe US stateentric

regime in the apparelsediqrfor exampléjeron(2002: 756, 754 al ks of Ot he
r e g anohdetdbh e 8 0, ThAefererce to theéed set out in thks-CaribbeaBasin Trade
Partnership AQUS-CBTPA (see also Heron, 280%hisrelate toregime e 6 desi gned
of governan@eand perhapgo regime as 0 d e s i g orgacisati@nbul eertamlf not to

regi me as an O0emergent mode of governancebd

Nevertheledderonstates thahe[807/9802 and 807Ajegimes governing this-@a8bbean
Basihtrade to a large degree reflect particular configurations of power, involving the state
competi ng iHarone200Z65).Thgoordigumtson of fowehich he also msfie

asbt he domestic coalition of | idthearueregsne thatis hi n
reflected iye8079802 and 807Aules and procedures the other way roudd showshat

it canprigsmainly the associations of texgdateindustryone internationally oriented and
representing the interests of retailers andreppdeetureithe other domestically oriented and
representingetiinterestsf textilananufacturasd laboutt also comprises her O sfp eci a
acors suchasUS staes which are hubs to the industry, together with their actors such as Sena
and HousRepresentatives, @oeern@with theirexecutiv@genciesarious governrlensiness
partnershipand the Union of Needle Trades, Indasitidlextile Employdess an emergent
structure because it arose as a spontaneous resgnsggentieeof OEM firms in Asia, who

became the main suppliers of US retailers. Howeveratbity spasithijacked by actors who
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actively designed 80&/9802 and 807A production sharing Hoegeverven in theéesigning
of these rules, Heron is cleathihg@irocess wasarergemne, full olineasy compromiséath
the domestic oriented ptagmerging dse eventual winners.,Ithierefag a true designed
emergent reginaad iis the same regime that is reflected by AGOAN international regime
becausealthough the bargainmmgcess dometic, the saleof articulating it is internatiotral.
this casehé poore€Caribbeamd Africa countrieare mereegimed a k a fad thaRuggie

(1982) hasvith candouconceded

SimilarlytheEU Preferential Trade Agreeifi€) is a reflection of the EU stataric regime

of theEU countrieandits saleof articulation iaternational.ne MFAis a internationaiegime

only to the extent that it serves the common interests of the North, and only to the extent tha
one of the incarnations of the structural regime on production and trade in apparel that cryst

in the 1930s and is still in existence.

Finally, e thesis concentrates onstheturainternationalegimeon production anttade in
apparelthe EU antheUS stateentric international regimesrotuction analade in apparel
and tle internainal regimen labour standardée will examiathe extent to whiplerceptions
actions and strategiésselectedegime actoremonstrate the governing influenttas of
international structuees well as its implication on upgrading in Resyiga actors will be
classified d@s a k (Kanyaid state bureaucrats, entrepreneurs K€apiaiilors and Textiles
Workers UniorKTTWU) and workexsh r a rftlee lU$ BU Governmesindtheiralliey and

® nt er nlorGavarnmensabOrganisa(lGOSg).

1.2.3.3 Governance

GVC analys defire chaingovernanaesthe setting and/ or enforcing of parameters in a value

chainprimarily by lead firms

We use the tefflgpovernance] express that some firms in the chain set and/ or enfoaoeethespander
which others ifflhabe somaithi opetatea® with exerci

question afovernaneer i ses when some firms in the chain w



-27-

shortgovernancefers tohte intefirm relationships and institutional mechanisms through \ntackenon
coordination of activities in the chain is achieved (Humphrey and Schmitz, 2001: 2, 4).

It is clear from this tlwntrolemanating from within the chain hathbpesecupatioof the

GVC analysi€ontrolcoming from outside the chain is discussed as otediviart as much
attentiopasis emergence from both within and without the chain, which is only implicitly discuss
Accordingo theGVC approaghheparantersto be sedre product definition (mainly varieties,
packaging and design), production process definition (mainly technologies to be used, c
standards, labour standards and environmental standards), time of production, quantity
produced argtice (Humphrey and Schmitz, 2001). According to Humphrey and Schmitz, the fir
four are the most basicile the first two are, in additieamost critical. Pricecisnsidered

neither very basic nor very critical.

The concept of regimes help® rmoentribute to the debate by showing the irdetyiegn
controland spontaneous emerg&sidar as issue areas are congcezned, e r n a,wllichg o v e
is mainly regime governaley,s @ r e at er govVv er nangowrnancehiceis t h an
mainlycontrollead firngovernandeambroadeingthegovernanc®ncept to inclutleeoverall
international structure of the specific issue areas affecting tlsthemfothisestbetwo

most important and/ or promiriestie aresthe apparel GVC: labour and international trade in
the commodity (appar#ljithin this structuréhe dnternd controlemphasisday the GVC
analysibeconseonly a portion of the structimethe light of this perspectittee priority of
parameteput forwardby theGVC analysis no longer maintained. In its pladen respect to

the issue aredisabour and trade in appaguelntities to be produced and labour standards become
critical. In additiosuch governance encompassesaratatr implicit ithe GVC analysis:

thegeographical spread of the. Gihase three parametelisbe the focus ofdthesis.

1.2.3.4 Upgrading

The third and final main conceppgsadingndustriabpgradings defined by Gereffi (1999a:
51-2) as@ process of improving the ability of a firm or an economy to move to more profita
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and/ or technologically sophisticated capital and skill intensive ecofdnhieraielneswo
main ways of lookingupgradingserefficonsiderthelevela which upgrading is taking place

identifyindourupgradintypes: factory, infem, local/ national and regigGakart | below)

(1) within factoridsupgrading involves moving from cheap to expensive items, from simple to comple
products, and frosmall to large orders; WzZin intefirm enterprise netwérkpgrading involves

moving from mass production of standardised goods to the flexible production of differentiated merchar
(3) within local or national econérniggrading involves mgvirom simple assembly of imported inputs

to more integrated forms of OEM and OBM [OriginahBraadvanufacturing] production, involving a
greater use of forward and backward linkages at the local or nationaletfet; eegiofdy upgrading

involves shifting from bilateral, asymmetricedgioteal trade flows to a more fully developespiotral

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

production, distribution, and consun{@emeffi, 1999 52) (emphasis in original).

HowevetHumphrey and Schmitz (20MECormick and Schn{@®02 andSchmit£2004)see
upgradinfromthe perspective of what is to be upgradeedncedentifyfour types: product,
process, functionald aintersectoralProductupgradings moementinto more sophisticated
product lines (which can be defined in terms of increased umtovessasyradings
increasing production efficiency by reorganising the production system or intfoducing suf
technologyunctionalipgrading acquiring new functiswch alsranding, marketing and design

(or abandoning existing functions to increase overall rekolf emtitgti¢s and intesectoral
upgradings where a firm moves adiifferentsector using the knowledge acquired in particular
chain functiorif€hart 1)

Bringing these two perspectives toigsttasimilarities between thasthe arrows in the chart
show. However, combining the two perspectives might create amatnpredsmipgrading
takes place only at the factory andirmtemnterprise networks lglasisuming that flexible
production and differentiated merchandise involve more sopinticetedthan mass
production and standardised merchandisealgsi&atilarly it implies that proogsgading
takes place at iffiem enterprise networks and loedional economy lewaid that functional

upgrading takelace at the localational level.
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Chartl: Upgrading model 1
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Chart2: Upgrading model I
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| want to correct this impression by stating that product, process, functiosakttanal inter
upgradingan tlke place at any of the levels identified by Gereffi, as | showahodart 2
reality however, there are timnpertant routes tpgradingChart 3 below].he mosbbvious

route a factory, network, nation or region can use is to underizkgradotgsth asn end
andas a means to achieve proggadingThis isbecause it iissuperabk® achieve product
upgradingvithout processgpgradingasthe progression is almost indissolubly. teldted,
productupgradingopens up posgiisls for functionalpgradingwhich in turn opgrup
opportunies for intesectoralpgrading 6 Ad ar r o hysit)is possibld to echieve n t
functionalupgradind 0 @réw) and intsectoralpgrading 6 &row) directly without first

experigcing process and prodpgtading.

Chart3: Upgrading routes

Factory \[ po]— Process___, Product ..., » Functional » Intersectoral
Network  ’
, B
Nation
Region C

SourcdAut hor 6s

I will pursuenlythree selected aspects of upgrading. Twe dioste from Chartr@But e 6 A0
The first is national produpgradinglefined amovement from small to large ofdigxsugh in

Chart 2the size of orders is attributed to fagigrading will nevertheless tackle it at the
national levbecaudée quantities invalviathe unitcasetudy of one firm dao® punyfor any
meaningfunalgis The seconds national product upgraddefined ascreased uwnidlues as a

result of moving from simple assefmiyiported inpute OEM. Thiswill involve an analysis o

the extent dbcalintegration of the industxtént of exporting within RoO requirements and of

availability of raw materedpecially the fabric), fabric value addition (unit price camparison

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

associated with more complex products.
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destination market and analystatefoprocestechnology export of folklore/ hand loomed/
handmadproductsandintegration to the GVC (analysis of tise ofthe top half ofxports
(ranked in valua$ that afhe bottonone falls of product duty withot

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

Still, the image presented so far is vulndrebteitcismof being empty of social improvement,
incorporatingot even the New Management SystémikS s ) termiBdlogybf &sa These

arethe newflexible ways of managing lghatare different from earlier pdat Taylourist

Fordist formdNMSs constitute four main elements: Just in Time/ Total Quality Management
principles; decentralised managemenskiltimdti (prodaion work integrated with quality
control, for example), mialsking and team work; union recognition to involve, motivate anc
control workera s we | | as |lifetime employmenand t o e
exporting all the ahaweaanuch as possijlite suppliers upstream (see Humphrey, TIH85).

the second aspeatooted Ad t hat i isthesisoislaboudupgraelidg as part df process
upgrading; as part of the reorganisation of the production process to inineaf@geeadyc
(dotted blue line in Chart 2). Within, ttideast some aspects of NMSs such as labour multi
taskingare subsumeékhe point ist h a t | abour ©6is no | onger s

should be minimised, but a resource which nebdst augment edd (Kapl i n:c

Flipping thisntroducindNMSsis actuallgugmeirtg exploitation of labour beyond Taylourism

and Fordismand hence incompatible mathueupgradinghis critique can also be directed not
onlyto the GVC andysisbut alsdo otherb het er od o x 6 theNew losttdidnals s L
EconomicsN(E), the New Political Economy (Sayer, 2001) theRégulatiorapproach.
Furthermorsome aspects of NMSs sugtaasng lifetimemploymeiire nohecessarilyeant

to improve production procegiencybut to enhangeagain in an exploitative way,
commitment to capitaligvioreover antisweatshop conditionalitiesy improve production
process efficiency and bw@ystcommitment to capitaliskat theyprimarily serve other
exploitativenilieuinterests capitalismof ensuringocial reproductiohlabouandmaintaining

internationalocial ordefhereforahis thesis anal/@etiswetshopconditionsndependentbyf
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the model in the charts glsavee tahis level, the GVC model loses its useltiigedsfinition
of upgrading can only be captured byedfal conceptual madebrporatg the other two
concepts of regimes and systemic gavEmnigsdee third and final upgradingppesued

1.2.3.%veralConceptual Model

The overall conceptual madeibrated het@owsipgradingpportunitieandetthe two forms
(product and labour) amdrious Ipasesof regimegovernancésort of mini regimes of
accumulationhart 4 belowThe opportunities are represented by the dotted green lines. To ste
with, productipgradings considered within three phBbase A is 192P01 whereEU-

destined exports dominatld. structuratgimen production anade irapparefeflecte by

theMFA from 1992 to 1994 atite ATC from 1995to 2001, was in operationheEU state
centricegime represented R Tiswasalso iroperatiolJpgradingpportunity was primarily in

the form of increased unit values, and it was found \éinmeweek of the latter regime as it
required fabric double transformati on. | t

the difficulty in implementing the RoO.

In Phase B (2042, USdestined exports domuhakeestructural regimeJaefed by th&TC,

and the EU and the US statdric regimes, reflected by, respé&dth@A and AGQAveran
operationAlthoughAGOAwasenacted in October 20@@nly became operation20@1, and

hence its impact was faityfor a whole aeefor the first time in 200he opportunity here was
primarily export expansion and was to be found in AGOA because the Act gave the exemptior
RoO. While increased unit values still remained a considerable opportunity in theory, it was
prudat to gobble up the opportunity to export as much as possible to attract further investnr
Presumably this might have influenced public policy to move the development of the local <

chain up the ladder of priorities.

The final Phase C (2005s taracterised by-U&stined exports retaining their domimaince
withboth sets of expdied) and US) experiencing a slight slump. The structural regime was still
placethistimaander t he WTOO0s gener al ruyeEUPTA nd di
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Char4: Overall enceptual model
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and AGOA werstill in placeHere, both export expansion and increased unit value were
opportunities. The latter came to be an opportunity again bessamsptithre ia that after the
initial expansion of the industry, this phase should have been now concerned with developing

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

Turning to labour upgrading, the regime on lakesentedrby both thnéernational Labour
OrganisatiofiLO) and parallel initiatives was in operation throughout the period under stud
However, the real labgqugradingpportunity came in 2003 when the advent of AGOA coincided
with the putting in plagiea more democratic Governm@®02 (see section 3.3.1). The latter
opened ugemocratic sppaed the parallel initiatives led by NGOs became relativiélig dsible.
thisinternational regime levadthiksis avetkat labounpgrading wseful to industrial capitalist
production in a way conventional approaches refuse to recognise. This is through improved w
conditionsin particular increased wages way to boost its pcton as welllamit Southern
accumulation anwhintan social ordeimcreasetigome is expected to have a multiplier effect of
poverty reductitmeyond the direct income eakgetsh e or i sati on overturn
argumerthatjustifies labour exploitation in &£d?Zthe ground that anyeventmost of such
workersworking insuchsubstandard conditions by Western standatdshave been either
unemployedr employednder worse conditions inalbgence of the zomesill use AGOA

labour conditionalities as refepentéor theanalysis of labour upgrading

Asthe modedhowseach of the regimepmuuction anladein apparast influenced hyee
liberasmandneaestatim, whilethe regime on labounfiienced hbyeestatis, neecorporasm
andneecommunitarieam Finally,the 1992007tmel i ne wher eby i nside
regmes of accumulation of MFA, FEA, ATC AGOA and posATC helps us demonstrate
dependencytbbEKenyan apparel industry in very specific terms.
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1.24 Data Collection Methods

Firstly, thisthesis employs triangulation in the sense that | will be combining quantitative &
qualitative methods of data collemtidanalysisandnot in the sense of minimising bias of
particular methods as is the standard application in nsogrsmciasearch. Triangulation, it is
propoundedcorroborates data and enhances validity as well as elaborating so as to e»
understanding of the case by providing different perspectives (see Rossan aaiedilson 1985
Blaikie, 2000). Howevdajkie contends that triangulation has the danger of mixing up ontology
In its place, he recommends combining strategies jntsegaéercas it involves switching from
one ontological assumption to another between stages. It is thehabpdmgtin Chapter

Four, thelatasmainly quantitatjwehile in Chapter Fitreedata is almost entirely qualitative

Secondly, Blaikie notes Wtate qualitative research methods of data collection are more likely
be used within the indectivs t r at egy with its 6éobjectivedd
deductive, the meanings emanating from su
ontol ogy; some sort of @aaddrdp Cleptenfives anglysis of mp o
the perceptions, actions and strategies of iadiacEvigbut the meanings emanating from the

analysiare being treated deductively.

Thirdly,l adoptedhree methods for collecting primary @agafirst method was conteatyais

of originablocument&Vhile some of thesech as US and EU import tds&|FA andAGOA

weran electronic forand therefore available to the public, most of those in pramafotrim

public circulatiomheseinclude Kenya Developridauhs, Sessional Papers, Statistical Abstracts,
Calinet Papers, Parliamentary Ac@remdatlocumentshey also inclugavate documents,
personal documents &metilya Human Rights Commis@{éfRC) documentsThe second
methodwvas focused intervidavsdifferent categories of representatives: mamatecase

study firmtheGovernment corporation mandated to overseERPAsithoritf{EPZA); the
Ministry of Trade and Industry (MoTIl); trade assedfaiy@a Association of Manufacturers
(KAM); trade unienKTTWU; KHRC and production workers in the staslyfirm (see
appendix A)The third and final method was my own informal observation. Primary data w

combined with various sets of secondary data.
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125 Data Selection

125 1SelectioofNGO andEPZFirm

| could not reseahEPZ firmsand antsweatshop NG@sKenya owing to time and resource
constraints, but more importantly the scope of the research. Inothti®féigarapproximately
ten antsweatshop NGOs, | purpdiyesalected one of th&HRC- because it is the most active
and organised on this issealt is treated in this research as an illust@@vactor in the
labour regimeot a detailed case anaBiof the 20 firms operating in Kenya in2AQ0l|
purposefully selectene of the most vibrant firPtex EPZ Ltdsee appendix B for its

structure)

| regarddcase study at this paiont asraaspect oésearch desibat as a special apprtach
selecting data. This is in contrasbse who view it as a technique of data caledtisnn
accordanceith theorists who see it instrese | am proposing. For instance Goode and Hatt
(1952ci ted in Bl aikie, 2000: 215) see it as
unitary character of the soci al object bei
a family, or other social group, arset 6fat i ons hi psulot u ip®ihe ealias mis 1€
instance whease study was taken as ahredeiegy, [l elon 6 anal yt iwhenl ge.

analysing interveawith thecase studyi r md s  BraEMoKkerse me n t

12.5.2Population and Sampling of Workers

There are four zones that have apparel EPZ firms. These are Athi Riemibéseoand Voi
(Map lbelow. The target popatlon was the approximateQOROEPZ apparel workers in Kenya
in 2007. The accessible population was 1 064 workers in Priotéx AfRZRiver EPZ.
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The rationale for defining and identifying the accessible population from the targetspopulatior
partlybased on theoradsndustrialisatipespeclglneeSchumpeterianes (see Chapter Two).
Thesesuggest that apparel industry workerassetimdfyromotion stage of a LIC exhibit similar

and oftethesame characterss8iudies have indicateat thevorkers are highly skewed in terms

of sexage, level of exploitation and thdnlikme global study, for examjiéed Nations
Industrial Development Organisation (UNIDG)tnbteat O6[ f ] or t he part.
that dominate the zones, the companies have, at leststwio @ateyerwhelming preference for
young womeno ( Uherefdhe chdice 8fGany orle Zirn .in Kerhatever its

sizeas the accessible population guarantees population validity.

| then carried out random sampling of workers in thmsdiimg so, | had envisaged that the
fieldwork data would generate substantial quantitative results. However, as | continued witl
collection and later analysed it, it occurred to me that very little of this data from the workers v
be representgdantitativelysuch as in numbers that can be quantified and summarised, with tt
final results being expressed in statistical terminologies (see Golafshani, 2003). Thus althoug
arrived at the number of workers to interview after consicebaiitamyoff issueselevant to
statistical analysisch as th@saised by Blaikie (90fd Bouma (2000), and aftgployngthe

social science formula for calculating population sample (see Bernadd, Biakiel 7800:

20810; Mugenda and danda, 1999: 82, | organised that data qualitatively. The sample was
71 worker83 femakan®8 mals.

Therefore, haveignored the detailing of the random sampling procedure inisithgsais th
because it was initially taken to ensure lépeasbatih waso longer relevant for the qualitative
approach dventuallgdopted. According to Golafshani, the question of replicability in the resul
does not concern a purely qualgppveacisuchas the one | adopt heité regard to workers

What is importanscredibility. This is because
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qualitative research uses a naturalistic approach that seeks to understand phenspegificin context
settingsé [it is] any kind of r es e aalprbcedurbsat pr c
other means of quantificationé [Rather than se
seeks] illumination, understanding and extrapolation to similar situations (Golafshani, 2003: 600).

It wasalsonot possible faterview workers inside the factanagement is quite hostile to such
arrangements. In additreorkers feared victimisation. Moreover, workers are not expected to |
free to speak their mind in such circum3taexadsrd,interviewed a few verda their hmes

one by onend mosh batches at an agreed restaurant. Thesniemeevarried datween 2

and 22 April 200T is also important to note that the experiences of the sampled workers were
restricted to Protex. This is beoanstehave worked for at least two EPZafansrgued that

their experiences cut attresmploymesincahedifference between filgnsinimal.

12.6Data Reduction and Analysis

The study yielded both quantitative and qualitativier.stataad throudghe qualitative data to
familiaise myselfith it. [thengrouped into categories, themes and patterns$.asitilished
relationships between thesgpon the one hgnahileestablishinteir relationship with the
conceptsf the research on the other hdradiused he Statistical Package for Social Science
computer program to analyse quantitative data emanating frbuot Woakersot used this data

in the thesis because | changed strategy, as | have akdadalerplatite Excecomputer
progranto analyse quantitaimportdataAll datawas analysedhelight ofthe hypothesasd

theresearch questions.

13 ORGANISATIONAND SUMMARYOF THEREST OF THE THESIS

Having given thetroduction anthehodology of thstudyin this chapter, will present in
ChapterTwo the theoetical frameworkost datawill be secondary will begin witha
classification tfeoretical formulationggtwbalndustrial relocatiohile not exhaustiveyill

nevaheless show the two bdaskificatiomd macro and meso/miapproacheBhe chapter
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will propoundhatthe Kenyacase is best analysed by the microistidsbonal approach of
GVC. A counterpoint analysil showthatthe GVC analysis not tear on how we should

t heori se 0ext dhmnechaptadill pcr hoapions eg ot vheart n at nicinegainlyé e x t
regime governaseen from a Dependency perspgletiments of both structure and agency on
both sides of the regaependendlivide result in conteohergent regime governancastifiat

as issue areas are conceneddesontrollead firm governanoepursuit of Northern
accumulaticendperpetuation of dependeRag regimeyovernanceaserlaid with the control
dimensiorssuing from contemporary forms of Northern state strategic detectiapyer will

then show the relevance of a Dependency framework for the upgrading debate. On the one
firstly, it helps us to see international regimes anistateobody, and act as instafent

the will of the core to dominate the system. This means that product upgrading in the S
especially in LICs and LDCs, is a Herculean task. Secondly, it shows us that the parame
contemporary IPE are nooraplex than those described in classic Dependency literature of tl
1970s Howeverfar from necessarily facilitating upgrading, this factor may undermine it: |
particularthe dependency of the apparel industry of a number of LICs, especBfAthose of
which include Kenya, on a new Asianreubay furthdimit such LICs in their pursuit of
product upgradin@n the other hand, a Dependency framework helps us to see possibilit
inherent in this objective situation, and hence it inspirasa§entyein its struggle to embed
industryespecialiy its struggte upgradebourThe chaptaoses with thgpothesis thiie
governance gimgon production and trade in appadgle noa necessary conditioasav

sufficient conditida undermingroduct and labaupgrading in Kenya between 1992 and 2007.

ChapteiT hreewill beontheevolution ahe maimegimeaffecting thepparehdustryand othe

Kenya apparel indudinypart onefjrst, the chapter will shdve histora evolution of the

regimeg, beginning witthewider GATT/WTO regiméelhen, it wilshow how the three regimes

on production and trade in apperiécted by v o | unt a rISYAd LTA/eMFA/TAAG/ nt s /
postATC, EU PTA and AGOkiave both evolved aedted withithe GATT/WTO. It will
thendescribe the regime on labour, which is only partly nestesBATAINVTO. Secondt

will showthat undetheregime instrumentality facet ofthesg i me s centr al C a

to keep the periphieconstantly in the same afidejtin changing formiird, thechaptewill
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showmajor trends in glopabduction and trade in apparttle 1asiO yearas a result of these
regimesThe trends come in five phasebe first phase (up to 1960apan began to be

di spl aced by NICs as a r eslnthe seanrid phhsel8109,s e
NICs reignfacilitated by the MFA. In the third phase (1880%, conditioned by the MFA,
began to emerge and to challengetied\dCsPhase four (1990s) saw the emergence of India
and Turkeyconditioned respectively by the MFA anFth@e c c el er at ed by |
processing arrangemén&VFA wasalsaesponsible for the first main wave of apparel exportism
in Kenydn the current phase (since 2000), China takes the lead and Mexico emerges as a do
exporter. Also, Kenya starts exporting appiérel few hundred millidg dollarsThe MFA

fuels the emergence of all these, but the process is accelabsatiooy (tena) and US

outward processing arrangements (Mexico and Kenya).

In partwg the chapter gvike evolution of the Kenyan apparel inbcstgf thesources of

data herareprimaryandin limited circulatiomhe chapteshows thatthefirst investment &
textileappardimport Substitution Industry (18&s in 196&incehere was mirahlink between

the textile and apparel subsédfime 1970, protective measures taken in 1977 improved the
linkage drastically dndreased tlsize of the industry about 18 percent of manufacturing
employment 1983. In 198among other thingsliance on domestic fabric was about 100
percentand98 percent of sales turnover went to domestic consumption, tvas a classic

ISI moeél. Importantlyabour repression played a key role in susthirtimgswitch td&Export

Oriented Industrialisati®Of), Kenyanternally liberalisgsl economy beginnind.98Q and

industrial sector liberalisation was inaugurated Mat@@&iuring under BofiduB) was
introduced in 1989 and EPZs set up in 1991. As exportism was promoted, ISI firms, incluc
textileapparel ones, crumbbEgjinningn themid 1980s. Only six integrated mills and two
spinners were in operabypA006. Deste losing its composite nature, the sector is the second
biggest employertive manufacturing sectand the fourth largest industrial segment. In the
apparel export segment of this saathrofitk exportisis concentrated in the ER#bB nearly

100 percent of EPZ exporisgjo the USand EPZ firmsthe main players under AGOA. Also,
EPZ apparel firms account for over 50 percent of the EPZ programme on all indicators. The)

contribute 30 percent and 5 percent foagtbmanufacturingdamational exports respectively.
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Whilst K e n wxdrtsms insignificanby global standards, it plays a significant role in SSA.
Finallyapparel firms in Kenyairset d i nt o tchppiv@e GWEGYy | nt hey ar e
South Asian capital Aagdeno home workers.

ChapteiFour will beon upgradingmost allof thedatais primaryThis chaptewill use six

proxies isixsectionsSection onwill beon product upgradingegortexpansioif he section

will showthatbetween 1992 and pleak of the growth in 2004, the expansib@Obpsrcent
USdestined expoitgereasinglyecome the lifeline of the industry in the AGOA (fseriod
2002)taking a share of over 95 pelnei@07 Kenya was the second most dynamic SSA country
in respct of USlestined expgrmd experienced the highest gBR8tipercenat the acme of

the AGOA boom (2002). Although the growth began to gham®005onward$ollowing
liberalisation of the sector, the country was the most resilient twthénsBSyexperiencing

the least slump (6 percent)

Sectiomtwoto fivewill beon product upgrading as increased unitagaduessult ofovement

from assembdy imported inpute OEM production. Section b beon localintegratioof

the ndustry. Thiwill involve aanalysis 6200 implementation dadal availability of the main

raw material (fabrirjcluding state policy on its proviSim®me little exterdgcal availability

of accessorigdl alsobe analysethe industry isot locally integratéd) PTA RoO was never
implemented, the coungties on Asian fapaiedthepublic policy to reverse the dependence has
so far been unsuccessful. Also, local input expenditure and local accessory sourcing is r
Section threwill beon the extent of fabric value addiigng theroxies of uniprice
comparison idestination markand state ofprocessechnologyUnit pricecomparison with
Chinese, Indian, Swazi and Mauritian products in the U@limavkathat Kayan products

have minimal ornamentatidme technologyill be shown to Imiitable for asservitly
productiopandthe countrirfasnot maximideonamultiskilled labour forcgection fowvill be

on export dblkloreslt will showthat the courpthas exported oBlypercent of eligilbbdklore/
handloomeflhandmadproductsSectionifewill beon theintegration of the industry into the

GVC.It will show that,verallthe top half of products arranged in order of valsniadidra
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sharef upgrading than the bottom hakk. sectiowill also show th#tere is no evidence that
AGOA 0 pr e bufficientriacgesabteeaontidued existence of the industry in Kenya in
the near futyreutsidef manmade fibre and woollen apparé$ élxpbhave high import duties

in the USThisfurther compromises integration into the GVAG04t Moreovelthe section

will reveal thatost of the Kenyan products with a share upgrading of at least 1 percent were ar
theChinese categotiedthe North limited in 2005 (at least 83 perdémiefore, frod009

this upgrading is very likely to have been undermined.

Finaly, section swill beon labour upgradingpart from neemployment of children, no other
AGOA labourconditioality hasbeerfully met.Despite this situation, lead firm monitoring of
conditions of work is superfidiadlitors concentrate on conditions of vatimkr thathe pay

and hours of workorkers are never sensitised on labour codes of practice by nibleagkement an
firms do not seem to questiopatinistors are not bothered to find out who actually works at firms
workers amoacheldy managememt what to tell audit@sd lead firms are nonkeestamp

out the practicendmanagemérgresence duriagditinghegativeinterferes with the process.

In thelight of the upgrading resultShafptei~our, ChapteiFive will firsexamine thextent to
whichactors demonstrdte goveamce of regimaad seconseek tdink the governanad the

regmes on production and trade in apptréhe hypothesis that, whilsasnot a necessary
condition, itvas aufficient condition to undermpgradingn Kenyal' hus at one level it will be
analysing the extent of regime governance, while evahdtinll be discussing this regime
governance by showing its implication on upgrading. Since the hypothesis is not that the gov
of regimes on production and trade in apparel was a necessary conditiort, ibwasther tha
sufficient condiin,to undermine upgrading in Kenya, this analysis and discussion is the direct

between this chapter and the findings presented in Chapter Four.

Beginning withn analysis dfe extent of regime governance, with regardegirttes on
productiorand trade in appatieéstructural international regime on apphbel analysed first.
Entrepreneurs will be shown to have a mixed perception, on the one hanof begnmgeaware

instrumentaligs a result of the influenageeliberakm whileon theother handeingcaught
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on the hopy the sectdoeingliberalisedwhich is themergent facet of the regbh@eb i net 0
perceptions wilsoreveal an attemptimtumveintg constrains imposed byetinergemtature

of the regimBureaucréttempt to initiate a common SSA stratbgyight of liberalisation

will bea furtheindicator of circumvention of the constraints resulting frorh exrolertgem of

the regime. Secathough sonbeireaucrats and entreprenwdipsopound aexalted place for

Kenya as a regiine ktleeiroGieralperceptions, actions and stratgljies shown take into
accounthe instrumentality of théSbasedegime governgnparticularhas a result dfe

influence of theealiberal/ individuaneastatisNorthern state strategic selecTikitg, we will

look at two dialectical interplays, betwettie one harite structural regime tredUSbased

and th&U-basedegimesind on the other hameleliberalism and collectivestatit Northern

state strategic selectimityencewithin the structural regime. A Kenya Cabinet paper and US
government actors will showfitsieinterplaywhich results ikenya running away from the

l'i mitations of 0 p wihinegrerenagerice itsenehas aligaeitously mi t
insertedself in the GV@sasomewhaecondary metropoliedme EU Trade Commissioner and
Kenya entrepreneurs and bureaucrats whi steaownd interplegich resultstimceeS o ut hd s |

of a comnmaccumulatistrategy

On the implication of this regime governance on product, tpgrsidiiigr implicatioml be
shownThe firstis that the industry in LICs is constrained to ,mektigplarly as a result of the
instrumentalifgsuingrom thee regime$his led Kenya to pursue a contradictory strategy: one
that simultaneously reflected a fantasy influenced by NIC sanguinity on trel @re bhat

was constrained particularly BySthasedegimeon the other harféolicy dasnents in Kenya,
statements of U8nd to some extent-Hldlicy makerand interviews with bureaucrats and
entrepreneursill demonstratéhis. The otheimplicationis that LICs are crowded out of
destination markets by major players. This is nesuilyodhe emergefdcet of the regime

where currently China is responsible for this limitation. Bureaucrats, entrepreneurs and sec
sourcewill demonstrate thighese two implications mean that product upgrading in LICs is a
Herculean task. Meheless, because of the urgency to promote systemic milieulgmsds, the US
regime has relaxed the RoO for SSA, untib@012ence Kenya has achieved limited volume

upgrading.
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When we turn to thextent of thgovernance of tlaourregimethe interplay oforms of
Northern state strategic selectilligtiibeseen to influence regime actors. Fistgtiséorm
influencewill beshown by entrepreneurs and buredlwatgiews on the social clause
incongruenbut the clauses seen to influence their proposals am laigradingsecond,
entrepreneurs, the union, bureaacdat®rkerswill showthe influence of Reorporatism.
Entrepreneurs and some bur e gwhidesamesburgaucets e r
preferSpecial and Differential Treatr(®DT). While the union and workertd reveal the
working of tripartismntrepreneurs and the unitilemphasise that bh® isthe central actor in
neacorporatisnt hird,neecommunitariaiorminfluenceavill beshown bipureaucrats, the union,

theNGO and workerBheywill allportrayNGOsas the most actiscommunitariaactors

On the implication of tgevernance of thbour regime on labour upgrading, weostiaé

with the regirdependendiieme of the previous three regilmesnterplay of d@lselectivity
within the labouregimewill be seen tiheoreticallprovidefor a Kenyatabourupgrathg
opportunityHowever, the above two implicatior@oduct upgradiatso mean that regime
governance on apparel leads to the race to the bottotm jnddiBglabour upgrading in the
South (which restsi@outhern accumulatemgdenswgslabour reproduction and attainment of
international social order) Withrace to the bottanvenNorthern accumulati@apitalisns
morepetrified by underminitige lattethan a failure to achitwe former, and hetaigour
conditions rarely impraveracticelhis is what unites the inhibition of product upgrading with
the inhibition of laboupgrading. It also shows regime gowasmdetsrminant of both product
and labour upgradifge natural vanguard for labour upgrading would be unions. Hewever, po:
War unionism has been rendered moribund, largely remaining a -parpooésmeo
Nevertheletise regime of accumulation launched in 1980 saw the Northern statgsarthits allie
as NGOgs being influenced increasinglyndscommunitarianism. This provides the best
opportunity so far to upgrade laBodrembryonic labour ugiggaexperimentation is ongoing in

Kenya.
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Thus the perceptions, actions and strategies adtdiselectedvill demonstrate regime
goverance thaas far as issue areas are cormemmeelead firm governarara that is aimed

at Northern aacwlation, perpetuation of dependadcgttainment of milieu géddsce he

thesis will argue in support of the hypothesisgbaéthanoé regimes on production and trade

in apparelwhile not a necessary condiamasufficient condition tmderminepgradingn

KenyaAt the same time, this chapter will shpotehédal for Southern manoeuvres to embed
development. Above all, the knowledge possessed by Southern actors about the functioning

regimes gives hope for success istfuggkes to upgrade industry.

Thetextwill closewith Chapter Six, whiglhl first summadshe precedinfive chapterbefore
givingconclusiaand recommendatidngill conclude that the dominant theoretical approach in
interpretingpparethan governance and upgrathiegsVC analysiss ill equippetb analyes
systemic chain governamaggovernanahould be differentiated into systemic issue area chain
governangerhichis mainlycontrolemergemegime governaraagichainlevel cdrol (which is
mainlycontrollead firmgovernangeahatregime governance largely desechaire upgrading
outcomesand that the knowledge possessed by Southern actors about the functioning of
regimes gives hope for success in future struggteslé industhywill recommenithatthe

Kenyan Government aodial movemerdan exploit systemic weaknesses, the former by
negotiating for a single transformation of fabric and promoting édglmte/ofhand
loomed/handmag®oducts, the lattby demanding for the full implementation of minimum
labour conditions
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2 THEORETICALFRAMEWORK

2.1 INTRODUCTION

In this chapterventure tbormulate tht#heoreticdfamework. First, without being definitive or
exhaustive, | will shapproaches industrial diffusioBecond, | willethil thenainapproach
critique in this studye GVC approadh wi | | C 0 n C e ngovemanekmamsiont h e
of the analysiBhirdly, | will show how the GVC approacidbe enriched layDeperahcy
reading of Regintasoryln particular, regime governancestinoctur@gency interplay within
regimalependency debate will be thedaBeded by a presentatiorthefrelevance of a

Dependency framework fougigeading debdteally, &ypothesis will be drawn.

2.2APPROACHES TO INDUSTRIAL DIFFUSION

In general, following the industrial transformation of the 1970s, mostitithetigal diffusion
have taken on board an institutional pergereit, 2005). Strong institutismds often
associated witdicabpproachesgak institutiomsihwith liberalones Another departure is the

macro or micro/meso. | illustratariedieyn Tablel below.

The roeSchumpeterian apprdaah beedlosely associated with reseattodl Gcience Policy
Research Unliniversity of Sussex since 1966 (for ekxompde a(1988). It analyses the
systemic and cyclical nature of capitalism; periodisation of Fordism; the match between a te
economic paradigm asdcieinstitutimal framewgrandthe stability of a long wave of economic
developmentlsq it lays a heavy emphasis on the role of technology and technical standarc
initiating, sustaining and separktigy waves (Amin, 2D0BecSchumpeterians see the
transfor@mtive role of technology in driving capitalism in the four broad types of progressiv
significant technological chamg@gemental innovations, radical innovativersge of
technological systnachanges in the tecBoonomic paradigdicken, 2003(see also Elam,

2000; Freeman and Perez)1988
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Tablel: Reresentative theoretical approaches to industrial diffusion

Micro/mesadnstitutional &rganisational Macro institutional
Name Emphasis Name Emphasis
Liberal/ Less GVC Vertical networks Neo Role of
institutional Schumpeteria technology ¢
technical
standards i
driving
capitalism

Radical/ Mor
institutional

Sourcéd u t Iconceptsalisation

NeaSchumpeterianisam be criticisechelmost palpable criticistinasn practice, the forms of
product innovation described alats@ captured by the less da&sdz fa/keroduct Cycle
theorisatioencountered in Chapter One, are rareliloh@#requently, the progression of the

rise and eventual fall mated for a single prodastmodelldny Product Cycle, for instasce,
interrupted by the IPE cycle. This was wsl Braa/[1980) showedMoreoverthe partial
recognition of sodistitutional factors by theoreticians like Freeman notwgthbktanedn
Schumpeterian approach is technologically deterministic and takes the survival of capitalism &
It Vi ews-i nditei tbustoicoinoal 8 as -eswlbhomdicdat(eEl &aom,
Howevelin managing capitadigstemic cristechnology is not always useful. The solution in the
1945 blockage, for instance, was a shift in internationaépageased in Keynesiamibioh

diffes fromthe 1970s where technology, in particular technological management system, play
key role in the restructuring (Biel, 2806ye all, n&&chumpeterianism, being macroeconomic, is

| ess useful to this thesisds sectoral i nt e
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Réqgulationisegree witmuch oheeSchumpeteriam systemic and cyclical nature of capitalism;
periotsation of Fordism; the match between a tecbn@uic paradigragu/ationistse the
termd@egime of accumulaji@nd the soeiostitutional frameworkequ/ationistsse the term

dnode ofrégulatiapn andthe stability of a long wave of ecowewvetopment. However, they
relecc neBchumpeteriansd technologi cal deby er mi |
takingon board Marxian dialectics to argue that the future of capitalism will be determined by
contestations of various actasygarticulamoment (Lipiet4,987b;200Q Jessop and Sum,

20069. The approacthas four levels of amalydiee is thaelative stabilityhat capitalism
experienceser a relatively long petleetegime of accumulatibne Parisian schftbkee are

at least seven schatifg)nguisisedbetween two accumulation regimes: intensive (associated wit
Fordism) and extensive (associated whtbrgisshjJessop and Sum, 28@é also Amin, 2000
Lipietz, 1987b)n the latter, capitalism expand$/rog spreading into new areas of actilvity

into new geographical areasflesibie labout.is this type of regime of accumyliterafore

that we are to infeoffers greatepportunity foindustryto diffuse fronthe Northto the South

The other three levels of anadystie dominant industrial paradigabour procéssnode of
accumulatiofsee Amin, 2000essop, 19Y000; Jessop and Sum, ;20péetz, 1987bjhe

mode ofrégulatiofseeAmin, 2000Jessop and Sum, 2Q06ietz 1987h andthe mode of
societisatiqseddoyer, 2002)

Themode ofégulatiors the most appropriate level of analysing systemic dooemsrsea
@omparative n st i t u t3theRag/@iorappnoactsr fgycused on complete capitalist
economies, atrleastear complete greesh aNICs It has therefore very little explanatory power
for acase like Kenyah er e a substanti al Mare importaftiyhe h e e
approach has done little to thdotesmationalegimesvhich fall within this level of analysis
Accordingo Vidal (2002)there has been only relative aofatysisetary regimes, in particular by

Agliettaone of its foundeendthe stability and changetermational economic relations

30t her 6comparative institutionald theories that F
Systems of Innovations (Lundvall, 1992), Social Systems of Production (Hollingsworth and Boyer, 1997), Variet
Capitalism (Hall and Eos, 2001) and Business Systems (Whitley, 1992).
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Following this brief reviewtloédse two macro institutional approanodesce my interest is
seatral, |1 consider the micro/miastitutional approach as best suitedclmanalysisl here
have been three main micro/msstutional approaches taoatiedysis of indust#fusion|

will deal with the first two briefly as | have done with the macranainedgses a considerable
detailed examinatfonthe last onia the next sectiemce it isne of théwocentral approash

in thetex.

The first approach emphsis@ézontal networks. This comes in two strands. T hedirstrial

Districts literature (Humphrey, 1995; Pyke and Sengenberger, 1992; Rabellotti, 1995; Sengen
and Pyke, 1991) of late 19851990s that empdes intraluster networks. The best cited case

is that ofltaly where small firms in the ERdmagna region experienced tremendous export
growth since the 1970s for such products as shoes, leather handbags, furniture, tile and |
instruments (Hyhrey, 1995). Rabellotti (1995) defined industrial districts in terms of four key
factors: a cluster of mainly small and medium endpadredls concentrated and sectorally
speciadtd; a set of forward and backward linkages among econonsiedaiyetitsyrbanarket

and nommarket exchanges of goods, information and people; a common cultural and s
background linking the economic agents and creating a behavioural code, sometimes expl

often implicjtand public and private local institificting to support the cluster.

Closely associated with Industrial District literdlendgbie Specialisation literaligrehief
proponeniPiore and Sabel (198#empt to reconceptualise the Japanese industrial experienc
within an undeastding of small firnfhe contention is thakongside thmst1970sdominant

model in large firm&riously referred to as Tolesa, productipdust in TimandJust in Case

or Total Quality Managemesitasimilaismall firm model similathd whichhad been observed

in Italy(se€sabel, 2000). Flexible specialisation encourages the geographical clustering of proc
activity (Storper, 2000According taAmin (2009 its most distinguishing aspect is the de
emphasis of the role of ges#taitural tendencies in economic and saudl fifere or less the
rejection of a deterministic account of historical evolution and transition. It is based on a

conceptual distinction between mass industrial production (before 197@s}pecidlimatidn
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and/ or craft production (after 1970s). According to its apologists, these two have existed sinc
19" centuryand occasionally, as a matter of historical circumstances and political choice (rathel
a matter of logical necessihg may limit the other to emerge as the prevailing internationa
standard (Rie and Sabel, 1984: espedmpt€OneandChapter ivg. We nferthatindustrial

diffusion since the 1970s hasdoeen morey flexiblspecialisation than mass groduc

While both Industrial Distristand Flexible Specialisattbeoreticianshare aemphasisf
horizontal networkbe formehavempugne®i or e and Sabel 6s d@&@bser v
small firm modand the Toyota ondumphreyor examle contensithat just as the Toyota
experience was codified into the lean production model for a Western audience, Piore and Sal
merely codified the Italian experience and presented it to the same Western audience in the |
Flexible Specidiisa (see Humphr@p95. It has also beeriticied for dack of clarity on how

a moment of stark choice between paradigms is reached, the dualistic logEethei cdricature
the paradigm with little room for diversity in each of them, ity tslppag in between
voluntarism and historical logic in explaining crossing industrial divides, the naivety of imagir
large scale rebirth of dradustriesand an underestimation of the powkraé National
CorporationsTNCs) asprotagonistof Brdism (Amin, 20R0Alsq the outlook of the global
industry portrayed Hye Flexible Specialisation approach is rebuttechdmyganisational
approaches such as the GVC approach gstt@ehgwlobal hierarchies and networks. Moreover,
althogh the paradigm incorporates patisittutional forces and exercises of economic power, its
overwhelming attention to market trends renders an interprebatigiolitics and exercises of
power are too often shrivelled to the perceived dctionswfe r e i gsacuriogoampkae e r s |

Adam Smith and his prefigurative powers of the market (Elam, 2000: 56).

The second approach emphasises both horizontal and vertical networks. Gaewhthe best
strandss Industrial Qisters literature (RHbtt, 1999; Schmitz and Nadvi, ¥9%9)vas an

4 Global Production Networks (Henderson, 2005; Heedey2002) could also be seen as another strand. Rather
than focusing on the cluster, it focuses on firms and their horizontal relatialhghipsrespéeddedness in the

national economy alongside their vertical global relationships.
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I mpr ov e me n tindustfiaDistrictenodelsaboaetd it engphasises not only-chister

linkages but also those linkages external to tHedisstiet. {(Dstering literature considees t
collective effemcy emanating from clustesngne of the central oppoigsiit be found in

clusters (Schmitz, 199)re agglomerations of unrelated firms do not give rise to collective
efficiengyhence in the strict sensectii@yobe clagged as industrial clusters. However, given the
complexity of patterns of intergctiod the emphasisClusteringi t er at ur e- on
measurable varigislesh asust, it is difficult to draw a clear cut border between mere industrial
agglomations and real industrial clusterstvatiy positive external{idtenburg and Meyer,
1999).The inference here is that like the Flexible Specialisation approach, industrial diffusion
the 1970s has been drivahébgollective efficiencylastersThis timghowever, what is being
emphasised bsth horizontal and vertical netwakshe dualistic logic of mass versus craft

production

Still, these micro/meso institutional approaches are not very useful to thiswvfiessems we
Chapter ireethe specific form of2&ntury dependent development typified by the Kenyan case
of EPZswouldfulfil only a fraction of the ingredienthefhdustrialDistrict/ Clustering
categorie€lusters enjogpportunities for collectivacieiicy emanating frame following

positive external effects emanating from the existence of a local pool of skilled labour an
attraction of buyers; forward and backward linkages between firms inside the clusters; in
information exchangeMeen firms, institutions, and individuals in the cluster, which gives rise to
creative milieu; joint action geared to creating locational advantages; the existence of a di\
institutional infrastructure supporting the specific activitiesusefettendla sociultural

identity made up of common values and the embeddedness of local actors in a local milieu
facilitates trustvhilein the real workeerthe simplest industrial agglomeratimisas ERZs

will generate some very basinaities, they would largely not fulfil any of the other variables
(Altenburg and Meygamer, 1999This shows spontaneous clusters like Sinos Valley and
planned ones like EPZs are different things. Planned EPZbyareditsenadisnio stimudte
spontaneous emergeadticeugh policy/planning has not brought about spomdfeya, and
arguably the entire SSA.
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This leaves us with GVC as the most suitablepptdhedsto analyseur caselt emphasises
vertical relationships not etwkisters and external actdystingteimdividual firmsn the one
hand andlobalactoron the other har@@VC is an offshoot dfarlier versigms particulathe
Global Commodity ChaBQQ approactriginatingn Gereffi and Korzeniewicz (1994)

2.3THE GLOBAL VALUE CHAIN APPROACH

2.3.1Introduction anth¢ Four Dimensions

The value chaioncepivas used in the 1960s and 1970s by analysts interested in mineral expc
in late 1970s by French planning literature in thefitéresdml in the 1980s in the works of
business economist Michael Porter (Kaplinsky, 2000). However, the version that is of interest
thesis wagiginallywidely analysed underldbel GCC approaghdprimarily developed for
manufacturing exports. I6 Viiest popularised by a 1994 publication edited by Gereffi and
Korzeniewicz. As noted by Gibbon and Pontea(@R&ker a(2000), in the remaining part

of the 1990s, while trenguarGereffi applied tv apparel exports from East Asia, Megico a

the CaribbeaBasinto the US, others have applital ather commoditjg@acluding tourism
(Clancy, 1998), services (Rabach and Kim, 1994), footwear (Schmitz, 1999) and automobile
auto components (Barnes and Kaj@otkyaplinsky and Morri®999).

There are four dimensiontba&GVC analysis. First, there isnfh&outputstructure, the flow

along the chain (a chain is a sequence of value adding economic activities). For example, typ
apparel chain has five main stages: glasigase of inputs, production, distribution through
wholesalers and retailimyvever, some of the stages may be subdivided or combined. Anott
parallel but less visible structure is the knowledge and expertise needed for the structure a
functon. The latter, however, may differ from the former in terms of intensity at various stages
exampl e, knowl edge inputs at a prodadt 6s
vice versa for the production stage (McCormick and, R6§djsdime second dimension is the
geographicgpreadsereffi (1994identifiedte third dimensi@asgovernancanddistinguished
between produckiven and buydrnven GVCsThe formeis governed by lead firms controlling
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key product and prodesbtnologies, the laltiglead firms controlling intangible aspadtsas
brands, markets and desigiroducedriven GVGdargeransationaimanufacturers in capital
and technology intensive industiel as automobilpky central roles toordinating
production networks buyedriven GVCGdowevebuyers of labour intensive commgslittas
as apparglay central roles in setting up decentralised export productiptymeadpriksthe
global Southn both types of chaisad firms externalise-poofit functionsin particular

productionto other suppliers upstrestine chai(Gereffi and Korzeniewicz, 1994)

Gereffi(1994) had initially conceptualised only the first three dimensibesaddeer the
institutionatlimensioGereffi1995). The GVC analysis has not been clear on what this should
meanalthough iesembI®IESH r ul es o f t h eln Qeseffi €1695: (1 1R)s the h , 1

60l ocal , nat i ecanditions am golidiean shapdengiobalisationaptocess at each
stage in the chaind (my e mpdoaas and prganisation Ge
dimensiorsf i nternational t Thandake Gibkoh and Pdate 200%).my

While the authoxsew policy relgtion and quality conventions as part of what they call GVC
0 e x tgevernaadet woul d fit Gereffids (1995) defi

We should not be hindered Beainthewoodfor thetreesThis thesisollapsdsothgovernance
and institutional framework into one broader najmreaiancehisis becauseydefirition of
governanae ChapteOne na asmerecontrolasemphasised e GVC analysibut asontrol

and emergenprocess of organising capitalisnderghis bifurcation int@overnancand

institutional dimensian®levanff he pr oposi ti on here 1is that
institutional envi r on megavdarnancksdbed shitateexXplelly s e e n
thatthe use ofthetebre x t er nal 6 t o represent the insti

conditions are not exterior to, but rather constitutive of, chain dynamics (see Bair, 2005).

In theGVC tradition, thiérsttwo dimensions are meant to be descriptiast Waghowever,
constitute the key theoretical cortdeptsver, this thesis will make an attempt to analyse a part of
inputoutput and geographical spread dimensions under governance.ofétitaltineotied

allowed us to analyse geograptecal ap a parameter to be set within the chain.viéeeolhdly,



-56-

analyse thparallel but less visiliiputoutput structureo f ok me®wland expert
dimension ignly implicitlyanalysed @VC literatureand incontexts outside governawoce. F
exampléedumphrey and Schmitz (20MgCormick and Schn{@902 andSchmitZ2004)see

it as either useful or necessanteesectoralipgradingAnother example is wliaeeeffi and
Korzeniewicgl994) argue that loyrofit is not the only factegonsidered in externalising

functionsthat anore important one is organisational flexibility of the subordinate firm.

As we saw in Chapter @re3VC analysisoncentrates on chain coaindhas portrayéead
firms as the princighlingoverarsin that regard\s a result the analysis has foousbdtat
has s o me iniermageverrtaa¢eohtmldneahanisms within the GM@rats version

of governandeas featured more than its institutional frameiregkentithe analysihas
looked into other instruments of control such as NGOs and stateapdmyetimes referred to
this a® e x t gevernaadedhtrol mechanisemanating froautside the GVGyhere botbf

its versions gbvernan@ndinstitutional mechamisgirdlingit have featuresincegovernance
that recognisesgimeis central to #thesisit is6 e x t gevernaadedi is of relevancarip
resear c h.intdinaigoeernantnees beerstise greupation theGVC analysiandan
exposition that does not incltlde kind of control within the chaih makethe review

incompletdt is therefore preserfiest, albeit briefly

2.3.2dnternaChain Governance

The GVC analysevelopetthe dnternalgovernanckebatén thee main stages. FirGllg,r e f f i 0
twin typologpf governaneas questionedthe late 1990s, it was observed that some-producer
driven chains in automobile, computer and consumer electronic industries exhibited character
buyedriven chain®Vhile producers in these chains would sometimes outsource portions
component manufact@®is archetypadf producedriven chaingt other times they would
outsourceoth supplychain logistics and assemvhlie retaining the marketing of the-kaan
characteristic of bugigven chains (Gibbon and Ponte, 2005). In additian,n £998p s  (
investigation of the tourism indusityssing on hotels and airlines subsgestisned the

applicability ofhis classificatiam such industrié#/hile no adequate response has come from
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Gereffi in relation to the former igstieregard to thetterone he has suggedtet in addition
to the two types of chains, possibly a third 4mdseteform has been emerging since the mid
1990st h domédiamd r i ven chaind (Gereffi, 20021a: 20

Secondly, his assertion that lead firms attain chain leadership partly by expeofilising low
functions was questioned asSuefjeon (2002) aBturgeon and Lee (20€dntrasted three

types of sply relationshipgie commoditysupplier (provides standard products thro@h arm
length market relationshiths captivesupplier (makes rgiandard products using machinery
dedicated to the bdye&eeds) and thenley supplier (produces custohproducts for buyers,

and uses flexible machinery to pool capacity for different customersyomtezitiomawas that
increased strategic outsourciggpbysof lead firms has, over time, led to the rishavéc
supplied mod ul ar ep rwaskaktdd witlo the tutnkey supplier. Cerisoe accessed by

the industry as a whioleluding thiead firms that compete beadad in final product markets.
They labelled such suppliers as Global Contract ManufactureBy(thisSM$asstation,

apparel firms found in EPZs in LICs, including those in Kenya, are of the(septsextigne
3.3.35). Thus Sturgeon and Lee showed@hMgeneric capacity ersdbam tgerform high

profit functions rji some literature GCMs arelsireferred to as OEMs and are to be found
among first tier supplier firfSge alseol dds (2001) study on th
within European chocolate processors on West African coca producers

Gibbon and Ponte (2005) defend ther eadiertion by Gereffi (1994) by arguing that the
functions outaoced by lead firms were oplofit at the time this took place became more
profitable as a result of technological changes that created opportunities for scale econ
Moreover his network seems to clarify, at least partly, the issue @frp@dobains behaving

like buyedriven chaindowevetthe debate seems to have shifted foqmvgomnce supply
relationshipapointwhichGibbon and Porecognise

Thusthe third stage of the dedatentuasupply relationshipealyisggovernantgpesvithin
particular segments of ehams isa movevhichGibbon and Ponte (200&)er to as a deviation
to concentrate on forms of coordination within chahdeést not making any distinction

between overall formgmfernan@nd forms of coordinatidd)pbon and Ponte argue that t
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makes It di fficult t o ses bfgoxdrnancef@e the el i 0 s
typologes

Two interpret&nshave beeasfferedThe firstcomprisefour particular control agalvernance

types. In one instance, buying and selling is left entirely to thearlkeeketin ven/ ar mo :
chains. This is typical of standard,gounds h a s metit 8ogks. ¢thdhie second irestarnicd,
there is a balancedworkof firms, for example, collaboration between producédnemdlgco
knitted fabric artieapparel manufacturers who make this fabric into fashion apparel. The thi
type ofgovernance where lead firms forndieected network/qudmserarchyithin which they

control productiorspecifying what is to be produced and by whom. Examples would be tl
automobile industry (procuateren)and the apparel industry (bdrpezn). Finally, thasea
hierarchgf control with one or two firms owning and controlling the process from start to finis
An example would be most local knittingStiilfei{z, 20043ee also McCormick and Rogerson,
2004).The dnodular production netviork wlsoecogisedwithin this framewo(dumphrey

and Schmitz, 200yh at t hese schol ars | abelled as 0c¢
associated wilommodifs u ppl i er s and whdtertaheyhilcab &l |i e

and Lee assodatath@aptivésuppliersuch as those in Kenya

Gereffi seadto have been influertoel@an twardghe latter line of thinking. Another typology

of governande GVCswhich is the second interpretasioriroduced in Gereéfi a{2005).

Fis t t hey arghueertanagthi ¢ oled Sgatasgory i dent
corresponds t o St ur gasldave rotedabdves ebosd, they mnply thatvae
category they identifffeed r el mé¢ i woalak 6 oc oHurmepshproenyd &dalanded Sc hr
networ&category. Third, they take these two categories to be subcategories of whitiethey now c
Onet work® categorgov dritnoantdhgiost ey t avebad k@ ma du
three distinctggs ofovernanceodular, relational, and captitle markebased relationships
among firmsnd vertically integrated firms (hierarchies) making up opposite ends .of a spect
Hencehere aréive basic types of value dmaémnalgovernanc€hey argue thaippliers in
modul ar value chains make products to bu
competencies surrounding process technology, for example, when providing .turnkey se

Relational networks are mutually depaateotksandaremanaged through reputation, family
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or ethnic ties, spatial proxirattgeferén captive networkmall suppliers are dependent on much
larger buyeemnd often face significant switching costs. Such networks are monitoriedl and contr

by foreign firms.

How haghis debateslated tapgradingRlthough itis not alwaystated explicitlihe GVC
analysis suggests that the netatedoryespecially relational or mgodiilauld be the ideal
governansgructure that guarantedsstrialipgradingn the Soutfseésturgeqr2002)

lnowt ur n t @Ggovéreanceé er n a |

2330 Ext ernal 0 Chain Governance

Raike®f a(2000) were among the earligsietstiothe role ofexternéfactors in shaping power
relations withimé GVCBair (2005) has put forward similar sentileatsontenttet in so

far as Gereféir af2005) represent the latest version of a theory gbv@u@ncte GVC
approach focuses on howfinterrelations are shaped by the internal flegicis, such as
industry structure and produgtioness characteristics that are more technical or organisational

nature, with little attentto® e x t e r msach & thé mroadewinstgutional environment.

Gereffiet a(2001),Humphreyrad Schmitz (2001) and Kaplinsky (2000) were perhaps among the
earl i est t o gavermnpbaystarhiraportadt obe in prodacaandprocess parameters.
They state that governors may inblGdgs and government agencies and international

orgaisations setting and/or enforcing parameters on design aspects or physical characteris

produts to safeguard consumer.safety

S While | will largely deal with the GVC strand of global chains/networks, | will take on board some literature that c

with the global chains/networkapher more generally.
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Gereffiet a(2005) have themsebesen opeacknowledgingattheGVC approacisinadeque
in dealing witthis natter and haviesinuatethat the approach can indeed be informed by other

approaches

Our primary concern... is with organizational structures that span international borders and particularly in
that have a global reach. Nonethatassndational structures and institutitzes matter. Geographers

and planners have provided us with insights into how the spatial and social propinquity of local indu:
agglomerations work to buoy organizationally disaggregated, and often highboimomiatetvities

é. The varieties of capitalism | iterat watienal c omi |
level rules and institugonspr of oundl y affect t he ¢ h agblakcaler of
regulatics , t he 0Or @dienere, hdve & phobbung effecead the shape and direction of change il
global value chains... (Gexedfi2005: 99) (my emphasis).

SimilarlySpeneet a(20029) state that

éal though we gr athetroleeohddférgnt types afkitemmetworksic determiaing the
evolution of the textjarment chain and the generation of wealth at different points along it, we recogni
that the sociatonomic consequences of this process are embrdtlkegtérca institutional setting that
Incorporates anety of other factors as(mgllemphasis)

Butperhapreone of theseould matctine force and dewfilGibbon and Ponte (2009)eynot
merely recognised the necessity to broaden théhapalissmgdled ourade agreements and
policy regulatipand quality conventicarsdarguedpritedlyfor their role irgovernanc€&hey
espy@x t e gavanarfd GVCs inthelight of not only how lead firms confignesna
governan@s aeasponse toishinstitutional framewdnlat also how thattempt to reshaipe

through lobbying public agencies and influencing negotiation processes.

Thusgovernantien GVCs i nvolves more than how firms de
mae than how they relate with their immediate suppliers and buyers. Fogexamglecetre the global
clothing industry is also related tdiftefibreArrangement At t h governamiEenot just eme |,

effect of changintade agreemeatsd public regulatieithe¢  Qibbon 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
Howevertheypresenthe role of trade agreementpding regulaticas subordirato that of

lead firmsn contrahis thesis séead firms as subservient to such agreements and asgulations
actuallyhey arsurrogaseof a configuratioof international regisran production antilade in

apparehence reginags the ultitechain governors

| also questioBibbon and Poitesiewon quality conventionBhe authors haeenployed
Convention theorgnd forcefully argiee the role of conventions in prageasnancéhe

evolution of the role of quality standardspingslaacess to GVCs, they argue, should be
understood in relation to the changing features of consumption in the North. The key characte
of this onsumption sphere are foodoarsdfety awaren@sdsbalisati@f consumer tastasd

social anénvironmental concerns. These characteistiel as the fact that there is market
saturation for goods with commodity keaitsto product proliferation and differentaatathe
increased importance of issues of quality control managesbdity, anrad certification. As
quality requirements get more cetthaleis, as consumers demand more of these characteristic:
one would expect lead fimnsoordinate and govern the chanmare handsn manner.
Converselyead firms embed thi®rimation about quality in standards, labels and certification
and tis enables them to Hasedsoff coordination argbvernanad the chain. Gibbon and

Ponte imply that because ofqiedityconventions shouldelspiedsd e x t er na lthe g o v
chain. However, thromugiithe authors see lead fiand notsuchconventiong s t he 6r

governors.

Howeverl submit thathe fact that conventions are sources of pashmétemompt us to
analysen detail thisvider terraiof conventits and their relationship with other actors in the
chainFirstly, he development of these conventions is usuatyargittbewaras it may seem.

Even Gibbon and Ponte concur goothighey say, for example,|ézat firms are the ones that
indeed prompt consumers to question their pretarengasadvertising, shelf positi@ting
ceteraand in so doing try t oprosesseod gualifecatioh sapdo n t
requalification of products to their (lead firms) advah&gbenattempt to reshapesth
institutional framewdok making mandataty jurer de factdhe adoption of standardy the

already use (or have devised)
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Secondly andemmore importanfligibbon and Ponte acknowlddgqualityconventionelate

tod s esctirau c t ur mvolvenoreghambrssdmeand ldad firms

é [L]ead firms are by no means in complete control of the governance of. Gnosuhpiality
conventions relate to fundamewt@structural trendnd even modificasion their mix and hierarchy are
shaped largéhgependently of the wishes of leadTfhrenkatter may occur, for example, via theeise of

social movemeénts o r through the institutionalisation o
devalped for example bfestyle journalists and gurus, fashion scouts, property makeover consultants, a
celebrity coakdead firms attempt to take advantage of changes in consumpiiveraadaga the
(re)qualification of fashionable productegrigty forms (brands, patented products, and natbeess)

than trying to govern consumption a&soicbn and Ponte, 2005: 194) (my emphasis).

| see, along Bernstein and Campling, 2®@8h list of actors emergitgrs whose precise
vocations, as Bernstein and Campling note, ypjesif p |l eds commi t toent t
render thisommitment attractivéde can add th&tGOs and the state are important actors
missing from the above quotation. But these other atteast soroéthem also sethain

parameters direetiyproduction site.

Restricting myself tabour standards, | argue thather by directly setting paranaters
production siter by influencing conventions from which lead firms draw and set pasameters, tl
other actordogether with lead firmnepresent eontrolemergenGVC governancef the
international regirae laboustandard3.he interests of lead firms aoskth theregimeasa

whole mapeslightlyat variancbut inquintessentigey hee a shared interesidoumulation

Lead firms taking on board parametersoimgentionsight be driven simultaneoustiidiy
immediate interaestincredng profits at the expense of other actors (suppliers) mpteecam
chain (located in peotountriespy transferring the cost of managing the compliance with the
conventions (for example costs of certifieatdlohg term interests of accumulatiorheéBut t

interesof the regime as a wiwoeainljong term accumulatoninternatioal social stability
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Palpacuer implicitly confirms that accumulation is the overall interest oStreeloegimzt
theorise her work as regime analysis, but | arguthtbatgbeernance tygbes presents are

merelyariationsn the role regé governance should.serve

She rightly criticises wt s h e Ioaset, Issarehbldeente@ governance in mainstream
GCCsd6 (Pal pacuer, 2008k e 40610 hdtor mdahiemiassisnu
performance could serve to wamanditions for the economy and society as a whole. As a result,
woul d at | east i mplicitly endorse the ar
regarding work conditions at the bsistee of
Taylouristview of laboulNext, undebtakeholder governénsbeargues that focusing on
shareholder value is not only unfair etbigaetrimental to firm performance. What she is
referring tan my opinioms the NMSsat least partigorporateocialResponsibilitfCSR)has

become important to firrae argues, and the direction it is taking is still similar to the Asiat
NMSs : t hat corporations should realise th
perception of theéndorsement of a socially responsible behaviour; but this should be pur
voluntary hengetaining its liberal affinBhe implies that both governance types have not led (or
are not expect asupply ohaifsieatlydshe stilgere i theuinstautionad \eed/

of GCC governance, associatethevRlggu/atioapproadhgiew of capitalism, among others.
This viewcalls for wealth redistribution in sppratyarily through labour laws and collective
bargaining o0 cema&b-tederami dndviedsstridution of the Fordist model
Althought he ri se of GVCs and the 6é6dsharehol der
with unconnected and unequal institutional, gysteangy in the Soutotherd c or por at
accountabi |l it yromatreastdhmd39Ass agemjaundgidutti-Stakeholder
InitiativesNISI19, resonates to a large extent with Fordist institutional systems dkat thehose
Reégulatioapproach propagasesiforns areasonable courgewer transnational network. The
movement is also complex, for example, a social movement simultaneously campaigning agai
firmds wordndantg tchoen dsiatmeo ntsi me cooperating w
code bconduct in a MSI. Unlike the first two, this governance has brought (or at least car

expected to br Oohsgpplychamne o6 humani sati on
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Let me benorespecific regarding what | believe the diffeeéneen Gibbon and Ponte and

Ge r e fofisatidren the bne harahdbetween GVC analysisrapdheorisation on the other
handto be Gereffi presents a goverdaneeasiofthat which have call ed 06i nt
and an institutional onkhe latterencompasses dynamics both withins(social and
organisati@hdimensionsf international trade netwosaksl outside thenedal, national and
internationadonditions and polidikeat shape ti@gobalisati@process at each stage in thg chain
While Gibbon and Ponte recoghése two dimensiods nt e r n a bnd ingitotienalr n a n
frameworkthey restrict thabeldb i nst i t ut i othedyhadicgfithinachasand labkel t o
dynamice ut si de t he ¢ hai Mgargamsentdsdhatt faa asnissuedsrarg o v e I
concernedy i nt ernal 8 governance and O6institutio
Oexternal & governance/ i.fs$nitteumiad algofvea ma
firm controlbofc hai ns. 0 1 n st ithe amergefated bf @haimsras anrefleadion lof |
regi me emer genc s manmdeniroleenergeaegihe govemagidea ig, mlc e
bexternal 8 governance i s not necessarily
intenational dimension of the two issue areas considered in th@ildtodyam Ponte not

only fail to theorise this subsyiminglso fail to theorise these regimes.

Thus taking Gibbon and Pont eaigestacting mysgifto t o
the apparel GVEade agreementsputalicpolicy regulatidall withinthe governance@&gimes

on production and trade in apparel. Singktrigting myself to labour standieadsfirms and

other actors whaectly sgtarameteeat production site influeneconventions from which lead
firms draw and set parametearstitutéheinternational regime labour standards.

A

[ will now presesbmeof he mai n &ML mnedlysstsddi es on 0Oe

2.3.3.1Market Institutions in Chain Governance and Product Upgrading

Bair and Gereffi (20&how the role of market institutions in accounting for the emergence of fu

package firngpgradingh the Mexican Torreon clugibrs waas a result tife arrival of new
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Americaibuyers in the cludt@fowingthe signing of the North American Free Tgesbm&nt
(NAFTA) in the mid 1990svhich resulted in reconfigyedernancgructures-ollowing
Fligstein (1996Bair (2005) defismarket ingtitions as institutions that enable actors in markets
to organise themselves, to compete and caopetatexchange. These institutions include
property rightgovernansgructures, conceptions of control and rules of éXtksiige u |l es o
the gmég.Bair and Geréff2003) study fothe Mexican, US and Caribligzsinapparel
industries had similar finditigg thegovernandkeat facilitatedpgrading carfremgovernance
structures generated ndedxy firrm but by NAFTAelated dynamithis thesis would see these
NAFTA-related governance structures as thet éacetgkethe USentric international regime

on production and trade in apptoeleverven after arguing for the role of these structures and
going as far ssiting thaive agree with those who point outigtdt/tional environmeats a
criticafactorinshpi ng i nt er n@ariandrGareffi, 20@3t 1Ay enkpkasisy, the
general thrust of Bair and Gentragréldsingoernmng r k
andupgrading

Discussingpgradingn Asia, Gereffi999a)shows the rofgayed byhe information flow and
learning potential associated with thesélisrelinks established by lead firms on the pne hand
and the organisahl succession among lead firms on the othém Featdry and enterprise
upgradingdn the links, manufacturers in production sharing arrangements with suppliers offer
assembhglevant informatja@ince that is what is needed by the shiophever, retailers and
marketers offer technological, logistical andefeddeinformation because they need a supplier
that can not only manufacture appdralso one that has the logistical capabilities to outsource al
of the components neddedhe finished apparel. Such suppliers may in turn subcontract part ¢
the order to smaller local firms. Therefore, factories and enterprises in NICs upgraded from as
of imported input®o OEM andto OBM through links with retailers and mirkétel
concerning the succession: discountstidars&mart and mass merchandisach asC
Pennywereoftenthe first to source production from RAsiaeveithey moved to loweage
countries or less experienced factories as departmantil @taesciality stores sourcing for
higher quality versions of the same apparel carmabydahis process was repeatednigten

status buyers came along sowrcisgllfmore expensive apparele 61 nf or mat i o

| e arsmouldhbgpegndash e contr ol , 0i nt eorgaadatihsucdessiand f i
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among lead firns the emerdeiacet of chains, as a reflectidghe@mergerfacet of the
structural regime on production and trade in &ppargtis regingovaned thegeographical

spreagarametendplayed a key roleipgrading.

Howevethespread of the chaiasalso determined by othgramice 6 c ombi nat i on
supply side constraints (labour shortages, high wages and high landtgmieé gresslies
(currency revaluation, tariffs and quotas,
(Gereffi, 1999a: 5T)am arguing thihie international aspectbasfe dynamiosnstituteegime
governanc€urrency revaluatretates to international monetary regimes. These are beyond tf
scope of this studwariffs quotag n prefeéeme s 6 ethe megirds bnuptoduction and trade

in apparewhich are discussed in greater detail\dedowvould fall under markeitutsns

here would likesocial netwotrkshich represaitain emergera® a reflection of the emergen
facet of the structural regime on production and trade.ibadgoparehortages and high wages
relateo labour regime emerdgeéndee g e fro n g a n.ga thaseotwdregimgeserned
thegeographical spreadametend played a key role in upgrddisgite ofecognisintis,
Geref fi 6s gene rwarbdhegentral hctoisgovetarttaand upgeadidg f i r ms

2.3.3.2Pdicy Regulation in Chain Governané&aett pgrading

Taking NAFTAas what ivas policy whatfacilitated the networks was NAF§A ar n f or w
rule (sourcing fabric from within NAFTA coun(Bes) and Geref2001}. Lead firms
reconfiguredheir networks to take advantapesaew RoOBuyers shifted their interest from
Asian suppliers to take advantage @fefieeentidbccess of fabric and apparel accorded to
Mexico and his accounted for the initial apparel exporirbdexico. fierefore, NAFTAS

RoO goveredthequantityand the geographical spaaimeterit alsded toexport expansion
upgradingwhiched tovalue upgrading (seeBdsoand Gereffi, 2002). Bair and Gereffi (2003)
raise madditional issue relation tthe Caribbedasirversion of NAFTAhe USCBTPA of

2000 that grants quota and duty free access to the US for apparéhimiatterwithe US.

¢ For examples of the role of policy reguldtierc@ifesector see Ponte (20@ate (2002b) and Talbot (1997).
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This version is shown not to encourage the development of the locabsdpplycHase
CaribbeanaBin countriamlike NAFTA, there wasvaduaipgradinida i r and Ger ef f
confirmed Kesslerodos (1999) earl i er predic
variable in NdrtAmerican economic integration t e r ms o fto effeetively pemdirate a b i
the apparel GVC. H o w asvaeansequétieed/squiladoréasstencas n ¢ | L
a barrier to industrigbgradingvill be eliminated as Mexico farmd/agti/adorasnd of
industries to other levage countri@gas disconfirmddis only in some clusgersh asorreon
thatupgradintgpok place.

In spite of recognising the role of policy regulation, timapictassumption in BaGerefh s

andK e s ssfudies ihat lead firms account fgotemancand upgradirg firms This thesis

sees NAFT®and USCBTP A 0 s s d dh@ control/instrumental facet of theettSc
international regime on production and trade inEppam@iernance structures that emerged out

of this instrumentalitydaaAmerican buyers shift their sourcing from Asia to Mexico.

Taking quotas and {qI99% ds edisnstrumeatsdreffistatesdhats | |
@uotas determinaderthe outward shift of production began, while preferentmloverssad
markets and social networks detemfiaetl he f i r ms éwent & ( Ger ef fi
original). Undethe MFA, import restrictions by thaeited KingdomUK) in 1964 triggered

Hong Kong manufacturers in the late 1960s to shiftopréal &itigapore, Taiwan Madag

aided byhe cultural and linguistic ties with the Chinese populafdactmei@nefited from its
proximity to Hong Konghile Singapore qualifie@dormonwealfiareferend@er imports into

the UK. Triggered aghythe MFA, in the early 1970s, Hong Kong firms went to Malaysia, the
Philippines and Mauritius, for similar regmyswent to Mauritiatsobecause tie EUS s
@referentidaccess in terms of low tariffs. The last wave was to China inatice 119 Ds
prompted by the opening of the Chinese economy in 1978. In South Korea, the relocation we
sparked off by the MFA. Initially firms went to Mariana Islands. Later waves were motivated L
domestic constraints of rising wages and wad@essHirms went to Guatemala, Honduras, the
Dominican Republiez ceferaecause bfh i s prosigiiy torthé@ §S market and easy quota

access. They also wentEt &d South Asien such countries as Indonesia, Sri Lanka and
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Bangladesh maidydbbause of the countriesd | ow wage
1980s, alsaitiated byheMFA.

In my view thestructural regime on production and trade in apparel, reflected in this case by
MFA, and the Ebased regime on picitbn and trade in apparel, reflected here by commonwealth
andtheEU (referendgwere the main control tools tharesrensible for thevernanod the

spread of the chandquantities exportexhd primarily accounted tbe achievement and
hindering ofipgradingutcomeshat accompaniéithey were, however, accompanied and/ or
complemented by chain emergence (cultural and linguistic ties and proximity to #seaJS marke
reflection of the emergent facet of the structural arobeieifimes on production and trade

in apparebther aspectstbé structural regime emergaeme®{ theesult®f theopening of the
Chinese economy) and labour regime enfergekes tHermofd6 hege monganise & f i

(wagelynamigs

In S&\, Gibbon(2003)shows thah iMauritiusEU and US lead agents screen suppliers and their
performance aoding to different princig[€able2 below)The key point tkatbehind the

Table2: US & EUapparethain governastrictures

US destined EU dest
Level of externalisation of functions to suppliers Lower igher
Basis of supplier certification Process + product Functional+product
Nature of product specification Detailed, specified unilaterally; Letiatdelte

and of QQQuality Controystem
QC by customersd out st at

employees pa
Nature of critical path reporting Frequent, detailed lesssdedale
Procedure for resolving contractual differences Bureaucratic Informal

Level of suppliersd capaddOty typically elb06u
Source. Gibbon (2003: 1813)

differentiatedovernanset r uct ur es was E UOd sAlthdughunotlexplicitlyr a n s
employing GVC analyBassg@004)argues that tMauritian 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 en
to develop local textile mills toplyufabric to some i§ EPZs and hence meet the RoO
requiremenitVithout the RoGmplementatipthe development of the more economic rewarding
EU-basedovernanstructure as welhasionalipgradin@nd hence a further development of the
structurdfor instance a further externalisation of higher value ,furetidnisave been very
limited (Gibbon, 2003)And my argument is that this policy is rodtesl EiJbasedegime.

Despite his findings, there is an overall feel ii® Gibbent chadngovernaregwithin the

framework of assigning at least its primary component to lead firms.

Gibbonthenexamines the five leading SSA apparel exporters in 2002, which accounted fo
percent of total SSA apparel exports to the US in thattyearcécslationsased on US

Office of Textiles and Appar@BEXA), 2005 Hecontensit hat A GOA ©6succee
supply response) onlgaantries where it generated a highly specific apparel GVC that has evol
on a global planer@tation tonuch of US import trade. The fundamental features of this GVC are
scale, specialisation in long runs of a narrow and basic praddcipecigdisation in an equally
narrow range of functional actiygess Table .2)n shortthe USbased regingeverned the

spread of the chaind this gemated assembly suppliers who import 100 percent of the fabric.

This is how he elucidateéSauth Africa and Mauritiud tiee largest and madvanceabpparel
industryn SSAand were posed by many tsuslihe likely prime beneficiaries of AGOA. To the
contrary, the absence of this @w@mic in the two counts@w their AGOA exports easily
overtaken by newcomers Kenya, Madagascar and Lesotho. This is demonstratethby the fac
19902002 theU S apparamports from SSfecame more dispersedhb&to, sneaning that
AGOA legislation dispersed export boom to new exportvdmmiavi®e type of enterprise
mentioned above sprung up. For example,d® (b@9dre AGOAYhe two leading SSA
exporting countries to the EU (Mauritius and South Africa) accounted for 91.6 percent of all
importsrom the regipand in 19982001 (after AGOA) the two leading countries (Mauritius and
Madagascar) accountegXpercenvf such importao majochange. By contrast, the joint share

of the two leading suppliers to the US (MauritiMadaghsgan the first period (1998

before AGOA) was 90.7 peredile that of the same countries (who wegastdl) Imn 1999

2001 was7 percent (dropg further to 52.4 percent in 26@2major drop. In order to show
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that the US supply base was indeed being dispersed from Mauritius and Madagascar to
countries, it is noted that the redirection of existing trade from the EU to the U®wlgs limited.
in Kenya and Lesotho, and then only for relatively restricted pé9dder(K88ga, 19929

for Lesothq)s there evidence of direct substitution of US for EU exports.

An important contribution of this study is the eafid@iattooer a{2003) who weravidely
guotedy, among othethe Wold Bank and theternational Monetary FhF). The authors
argued thalhe foremost reason wagst Developed Countti€sC§ hadby therrecorded the
most impressive gaassopposed to Southcafland Mauritivsasthat AGOAdid notexempt
the lattefrom the RoO requirememhich affectetbse t®0 percentf theirexportaMattooet
aldo not use a GVC framework but conventional economic (partial) equilibrium model. Wha
important howew is that the authors failed to rectigaiSSA nohDCslackedhe specific
enterprise model Gibbon is talking about, which was geh@&@#sdry which accounted for
the export boom in LDGsbbon i®bliquelsaying thaven if the RoO washgxied from the
two countrieghey would not have attracted A@&dted investmehvhy? Because such
investment was lookingafmonintegrated industry to exploit the RoO exemaptioSouth
African and Mauritian industry was largely locally dntegmagaking in investment that

encourages them to switthgorting the fabmould be downgrading their industries

The critique is that spite ofrecognisinthis USbased regingovernanc&ibbon neither

theorises it as regime governamssigas it the primary governance role.

2.3.3.3Labour Standards in Chain GovernantegandUpgrading

OO0 Ro ur k assegttatie@dIinms have an upper imdatour standards setting, but he also
notes thaNGOs are taking on activities thatewpreviously the sole purview of state and
international regulatory boélesanalységy regulatory prognasnin the US and Europe

Fair Labour Associati@ifLA), the Worldwide Responsible Apparel Production certification
programm&ocial Accotability Internationé®Al), theUK Ethical Trading Initiati(eTI), the

Dutch Fair Wear Foundation, the Workers Right ConsWR@), private firm internal
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monitoring initiatives and independent investadtmriish e r 06 g e nsach a&lobal 1 ni t
Reporting Initiative and Global Compaetauthounearthethat while it is hard to determine

how much improvement4ech codes of conduct and monitoring programmes have achieved, th
are generally seen as vulnerable to corporate maevema&idarnal monitors and cersifiens

as FLAwere shown to belected amhid by firmsThe WRC ishoweverseen to be more
6soci al i sedd thatd&dReai suéheshortcommngd, undee certain conditions, NGO

regulation can infiee factory practices.

Hu g h e s dnairin2i@<d is tp shcnew corporate culture, financial management and corporate
restructuring shapes variations in corporate commitment to ethical trédde afstrae af n a | 0
chaingovernancand how theariionsshape organisational approaches to eitiécabtial
auditingShe shows that out of the three approachesefmtimsauditing through contracting
specialist auditors, coordinated auditing which is passing the responsibility of aueliing to prod
and developmeraaditingvhich is M$lit is the developmental approach thatt heor y 6 p
to deliver more improvements in terms of labour conditions, though further research is neet
i nvestigate this @&Venthgntdd i (sHusgthielsl, d2elbepal:y 1rlc
trading context in which retailers and brand manufacturers lead approaahes torautiting h a
codes of conduct, modes of auditing and programmes for worker and supplier education still
Western modedsf devel opment érunning the risk of
tradé ( Hughes, 2005: 1159).

Hughes (2006how how tiis 6 e x t governamdes introduced new research centres, ethical
business texts and ethical consul@ecaggies that this commodification of ethical knpwledge
rather than portraying progpessr t r ays some of t he vysnceythel i mi
process itself becomes bound up in profit maximising circuit$ af capitaln d em wi t h
she argues that it is mere displacing of politics from the stadekitdiveo in turn enlidil

s 0 c-iraheryti@an its declidg@ain, there is no evidence that these latest efforts make an
difference to labour conditions in pragiedrom fosteringan emotionatommitted sense of

@he othdon the part of the recipients of such knowledge
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Lockeet af2007) took a case study of Nike and explored whether monitoring compliance w
corporate codes of conduct improved workingrepaddi stepped up enforcement of labour
rights. Their conclusion was that as far as it remained an external pressure (be it from NGC

state or unions) improvement’” of | abour <con

I n agr ee me n Barretostarid Siith B&Ehowktreat, while the role of corporations

in setting labour standadsill superior,ehioleof NGOs is risingVhile their core interest is the

role of labour standards on latiair,studgplsohas implicatisfior how sucktandardsirror
chaingovernancehis is becaueyaddress the tensions between a corporate approach focusir
on compliance with technical/ outcome staadards a o ci vi | societydad
universal/enabling standartise tension istill not completely resolved even when the two
approaches come together Mlgisuch athe ETIlin the UKand the SAh the US. This is

despite the fact tiia¢ general consensus asnohgSils is thaas a minimyroorporate codes

of practicehaild include IL@oreconventionshich focus on process standards

They foundthat codes were having an effect only on outcome Istanittedsr no effect on
process standards. Regarding outcome standards, the clearest positive chaange sedstyn healt
provisions and reductions in working hopest on workers income was.riitxere were no
instances wage increase as a result of Collective Bargaining(@BAesmnentiost instances

of wage increasameasaresult of national nmmum wages implementatibich still id not

constitute a living wagehevé suppliers paid into state insurance and {hensioas

"They c¢cl aimed that when it was combined wi ityrandn f i r 1

efficiency, working conditions seemed to have improved.
8 Entitlements and specific conditions of employment, such as health and safety, living wage and working hours.

° Such standards as freedom of associatiordéswdimamation policy.
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accompanied by more povertyworkers in the event of childbirth or illBe=s thensuch
payment asmade only fgpermaentcontracor regular workeas casukalbour contrastorkers

(often women) had least access to legal entitlements and were rarely represented in unic
worker committe@$e onlyhing processandard significantly achieved wasrthatabeno use

of child labour There was least impact on freedom of association and the right to collect
bargainingfhe authors also highlightrdaeresting poirthe doublstandards of corporations

The suppliers interviewed argued that it wakfincalt to implement process standards because
of |l ead firmsd pressures of downward move

demands on product specification (often at the expense of suppliers) and insecurity of orders.

Nadviuesthec ase of Ni keds termination of sourci
in 20060ne of i sc e nt r a l research questions i s whet
(hence potential for industrdradingdr more armisrgth He claimgo bring on board the
66institutional and p o |Whileihsfinding wathat in ¢he arean c e ¢
of labour standards it is not clear what ties develop (hence perhaps diffiaipgtadimgdict
outcomesfiswa k cl early demonstrated the O6extern

FinallyCarret a(2000),Hale and Opondo (200Bgle and Wills (2602007) Knorringa and

Pegler (2006), Nadvi (2004), Ngai (26@pacuer (200@ndRothenbergalami (2004have

hi ghl i ght e dooftsupgy cldamleanised bslpanugOthers ar8arrientos and

Kri t zi n gQeaniCéothds Zampaigh (CCC) (20850 Nadvi and Thor b

Thesempiricastudie®n labour regime governage showivemain thinggOnein contrast

to the underlying implicatiog@fernantkeory in standard GVC analysis that lead firms are the
governorséabour standards are mainfy sex t dy theardgimg @s a wlawld lead firms are

only one of the addrwo,none cites this explicitly as regime governanae agheeejent with
theGVC analysithe studies shéwad firms still playsignificantole even within the regime; at
least in practicBour on upgradingthere is no scope of achievioge$s standatmsyond

Ohumani si ngd. Aolbdest lmhoyr ptandarde bgawviernasmcachieves outcome
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standard#\nd fve noneof these studie=sgardsat least explicitipppacton labouas part of

upgradindhe industry

Putting theséudiegogethewiththe earliesnes omarket institutions goalicy regulation, and
considering the G\iaoretical reviewg awe justifieth conclushgthat as far as issue areas are
concernetead firmsannot behe primargoverars in the chraieven if we restrict ourselves to
control mechanismsd ignore emergem®v, it is proposed thate of the best ways to
understand governance béyeGd¥ C approach is to turrRegimes literature. IndB&lAsian
Drivers Tear(2006) stats that since there, s yetno widely agreed theoretical framework in
economics for analysing GVCs, there exists a need to jorecedafpyroaching the issnes

an intedisciplinary manner.

24 INTERNATIONAL REGIMES

2.4.1 Mainstreainmternatioal Relations View

2.4.1.1 Definition

International Relatiohsh e o r eviewsani thee nsgroficance ofternational regimeary.
According to Hasenclesea(1997), there are threainschools of thought: realistlibeaal
and cognitite Ushg thebilliards tabldlustration, @alists focus on power relationsinigs
assume that states care for both absolute and reldtey lgalthsa minimalist view of causal
significance taternational regimdiecliberals focus on individualrestsand see states as
egoistic actors who care only for their absolutaugaimil&mot completalyninga blind eye

to the effects of power differentials, they nevertheless emphasisedheatioleabieginies
solving Prisoners Dilenpr@blems. In their viemternational regime® both effective and

resilientCognitivists focus on knowledge dynamics, communication ana@ndethté@re$ore

0 SedHaggard and Simmons (1987) for a slight variation of this classification into structural, game theoretic, funci
and cognitive.
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accentuate the role of causal as well as normative ideas. The strong verssothaf tiee ass
liberals provide only a truncated picture of the sources of regime robustness by failing to rec
the repercussions of institutionalised practices on the identities of international actors. Consec
their embrace for institutionalksmuch broader than realists aditheraés Contrary to most

realists and some-litegrals, this school emplsdlsatenternational reginoces be interactive.

Krasner (1982b) clarifies the realistthi@wthe billiards table is ttalitionalview, that it
assumemly relative state gains and thatitiast no regard for regirheshows that the view

that assumes both absolute and relative statacjaally isallateoerealisisystemicentric

realisrh structural realishhe conteds that the billiards table metaphotevhationd®elations

of the 1960was replacedth the teonic plates metaphahigll970s by some realists who began
appreciatinigternational reginmasre While in both images the outcomes are a funitt®n of
distribution of power in the sydteenformer is concerned solely with political interactions among
stateswhile the latter is concerned with the impact of the distribution of state power on vari
international environments. In this latter Ki@deler asserts, conflict is not ignored, but the
world is not zero sum. Relative power is not the only state objective. Other objectives su
economic wealth could bs ientiemselvekencene plates the distribution of power among
states, thetherinternational regimés agreement with Kras@ipinaves that undernee

realis, initially popularised Wialtz (1979cited in Gilpin, 20019 al t hough t he
primary acton iinternational affairsalism should acknowledge theampoof such nstate

actors as multinational firms, international institutions, and nongovernmental organisation i

determination of international affairsoé (C

Put differentlyneerealists use Héxeral philosophical model ideorto understand the
development of structure within international politics. The hidden hand, which is the equivale
markets in ndiberal philosophy, is the emergent international structure of the balgnce of pov
and the actors are states nat dinch individuabss is the case with-litezralismThe crucial

chasnis thatneacliberals emphasis the individual so much; that the national state would rather
transcended so that the individual consumex; deverés able to operate in a sssml

international aremaview staturalism would bany of.
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24.12 Sourceg\utonomyResiliencand Transformation

According to Krasner (1982e@rnational reginstand between basic causal factors and related
outcomes and behayiacting asa function of five basic causal variables: egantéceself
political powediffuse norms and princiglleat influence a particutdernational reginmea
particular issue area yet such norms and principles are not directly relateddpubegessu
(regular patterns of behaviour based on actual practice) and custom (long staaddhg practic

knowledge

The firstwo causes #ne nost discussed in International Relationsahdioepcéhe ones that

I will consideEgoisticsédf-interestysually economic, is the most dominant. sagantpkes
threeforms of calculatidh.may be spontaneous process that in turn gives rise to spontaneou
emergencd regimed ét he product of t he acréesultof humanf ma
desi gnod (chedyneYound, 9983 282). Stmfimegxio not involve conscious
coordination among participants, do not require explicit consent on the part of the subjects a
highlyresistant to social enginediingeverywe need tbe carefuiot to overemphadisis
spontaneity. For exaniple, a @dmarketatenotoriously presented byatessical economists in

this mannglandyettheyare driven by a conscious coordination aimed at accumulating capit.
Emergence of someamegimainly commons regisueh asaturally occurrimglustrial clustgrs

is mainlygpontaneou$®ut that ofthe international regimleam investigating often weakly

emergent

In contrast to spontandityernational reginmaay spring from a @ees of negotiatigiving

birth to negotiated orders characterised by conscious efforts to agree on the major provisions,
consent on the part of individual participants and formal expression of the results. Negotiated
could be constitutal contracts (where subjects are directly involved) or legislative barga
(subjects do not participate directlyadeutepresented)oung, 1982)Negotiated orders
characteggheinternational regini@sn dealingwithr om t he Nort hdés per sy

A third calculation ismposed orders. According to Youngottiesare fostered deliberately by

dominant actors/ consortia of actors, do not involve explicit consent and work effectively in
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absence of formal expressions. This can take ravest bege/actampositionThis form of
calculation ischaractetis ofthe regimes | am analysimythe perspectives of kb#North

(hegemony) and 8muthlhegemony and imposition)

Turning tgpoliticalpower this could be either cosmigpoéind instrumental or particularistic and
potentially consummatory. In the former, associatedciagicedoeconomics, it is argued that
power secures optimal outcomes for the system as a whole, where, according to Adam Sm
necessary foetstate to provide certain collective gaddas defence, order, protection of infant
industries, minimum welfare, public, wtakdards for commodiéiedproperty rightén the

latter, power is used to maximise the interest of specificadigt@mtemithin the system
(Krasner, 1982 The milieu goal associated with cosmopolitan and instrumental power

characterise tiegimes | am analysirggnajomway

The view of this thesithat international regimemarily stem from capiti s mo slesighe s i r
superstructures to sol ve I nt er nat caotal al F
accumulatiomhusthey areitheroppressiyer capitalism hijacks them and turns them oppressive.
In a sens&oung shootsmself in théoot. Having argued for spontaneity as yielding the best
outcomeshe adds thamternational regim@s not necessarily need to yield equity, for even
spontaneous orders involve intense power, stsutigledominant actors firadgpt other

actors ahdrive the spontaneity in the direction that best suitsathemrdnternational regimes

are seldom developed under a veil of ignoranceceddse

Moving orfrom sources of regingetheirautonomyesilienceKrasner (1982Isays thahee

are twavaysn whichinternational reginasjuirehe latterFirstly, ti may arise out lafgsthe
relationship between basic causal varialésrrattbnal regimescome attenuatgiving
international regimedeeway to impact independemtlyutcomes and related behavayur.
instance, contrary to Hegemonic theory, the decline of the hegemonic economic power sir
1970s did not lead to disorder becaud&/grasternational regintesd by then grown great
incongruence with the origosausal variables aodld run the systerBecondlyKrasner
continuesnternational reginmeay become interactive, not simply intervening, variaates. Once

international regimsen place, it may develop a dynamic of its own thatraaroajteelated
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behaviour and outcanteg also basic causal varidkiés isas aresultof four feedback
mechani s ms: alteration of actorodos calcul at
themselves, evolutiomt@frnational regime® sources of power to which actors canaappeal

alteration dhepower capabilities of different actors.

Krasner shows that@nternational reginaesgjuire autonomy, they may experience changes in the
latter periodChanges in rules and proesdare changes witttgrnational regimas,long as
principles and norms remain unakeachanges in principles and norms are changes of the
international regimeself.For instancKrasneargues th#te inclusion of the SDT rule for LDCs
intheGATT Articles during the Kennedy Round was a change in theredesljhatated the

Most Favoured NatiddiKN) norm under the liberal econont@mational reginaweverhe
continueshe danger posednternational regictgange as auk of possible accumulation in the
poorestcountrax ount er bal anced by the cotheSATdt of
by Americans during the Tokyo Round. The concept requires poor countries to abide by the |
economic rules aftacheng a certain level of accumulatioange within regimes wedkieats

might or might not leadtsxhange.

Finally,Young (1982) proposes three sourgdsroftional regirtransformatioirstare its

internal contradictiofifis mighbeeither as a result of irreconcilable conflicts between its centra
elementsr where the contradictisnsh as those of capitalism as aasboiee a developmental
character and deepen overTtivaa there ashifts in the underlying structup@wgrsuch as a

major decline in the effective power of the dominantTditdréseexogenous forces either
coming from societal development as-davieample changes in technology, overall population
growthor changing tastes from pressal exerted by changes in anotderational reginie

hold that the primary source is contradictions witherriagonal regime
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2.42 A Dependency Vie@verall Theoretical Approach

2.4.2.1 Introduction

Having shown how the concept ofeedias been applied in International Relations theory, | now
wantto give my application of the concept within Dependency theory, my primary understandir
international relaticarsd IPEhroughout tathesis. havdouraimsThe frstaimis to she the
relationship between Regime and Dependency theories. In other words, | aim to make cle
fundamental underpinning wfttiesis; thaas far as issue areas are cormmtretimergent

regime governance of GVCs oveoothd®l lead firm geernanceprimarily serves the
accumulatiomterest of metropolitan capitalisperpetuates dependandy promotes milieu
goalsThe second aim is to demarcate myself against mainstream International Relations schc
highlighting the structuralehsion of regimes, and showing the agency dimension in Dependen
This is becaysalthough sommainstreannternational Relationsgimescholars recognise
emergence in regiotmationfor example Young, 198Rg genertdeorisationf the regime
concept within this mainstréacnsesn agencyAnd International Relations theory as a whole
has mistakenly sBependen@s gurelystructuralisitineoryThirdly, byadvancing the regime
dependency argumembpeto bring to the fotbe dependgnaspect thabneof thethreamain

schools of thoughtithin International Relatiomealigheo-realist liberalhealiberal and
cognitivecanadequatetapturd-inally, himto contextualise the influence of contemporary forms
of Northern staterategic selectiviy regimérmationThis will clarify further the first point

regardinthe relationship between regimes and Ninitiegriglobal accumulation.

| begin by noting thaetstructuragency relationship is one of the key probtanas stience,

and it arises in a very interesting way with respect toltus tefiecause the relationsip is

only a central problewth respect to our specific requirements in constructing a theoretica
framework for the current researchgldoutbecausehis more general implications for an
understandiraf thelPEin a wider sengethe following discussionill argue that elements of

both structure and agency exist on both sides of thepegi®ecy divide. By grasping these
relationships, we will be able totinegp out, thuenabling us to construct a link between the two.

We will begiwith Dependenggnd theturn to regimes
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2.4.2.2 Agency and Structure in Dependency

| take the general understanding of Dependency thebrg 8i ned by Dos San
situation in which the economy of certain countries is conditioned by the development and exp
of another economy to which the f dhatther i s
theory hasnelee en homogeneous, and Hoogveltds (1
different tendencies within the Dependency school, clearly indicates this. However, there ¢
authors who can be considered to define the Dependency trend (orprdtursers, its who
dialogued with it in a constructive way).indhedeSamir Amin, Andre Gunder Frank, Walter
Rodney, and the group clustered around thelfonrhét Reviegied by Paul Baran and Paul

Sweezy), as well as those who shared mangawemswith iikeArghiri Emmanuel.

Dependency theory is pften example in the International Relations literature (Hout, 1993),
equated with structurali$iis is too simplistic, however. Most fundamentally, Marxism, from
which thelependencespective derives its source, has always beendgiposadsim (Marx,

1947 [1865} theobjective features of the mode of production constitutaparbagisch
struggles occur. The struggles are puspbanein a merely idealistic seageseibk to respond

to, and develdp an opeended way, the possibilities inherent in a particular objective situatiol
Structure, therefore, does not define the outcome in any determinist sense, but it does prov

starting point for an understgnalinhe role of agency.

Of course, it is true that 20ntury forms of Marxism did sometimes fall into determinism, notably
the mainstream Soviet trend. However the keyreuitionged abovery much demarcated
themselves against the mainstreatmoBbedoxyAs with Marxism, theefilendency emphasis

was very much on objective circumstances as an invitation to struggle.

As an exampl e, WwWE78itreatment of AfEentury Irdia, edfly" E@ntwryd s
Egypt or mid IScentury Lltan America aan arena where social forces could seek to grab some

autonomy in relation to the international organisation of production and trade (a mode
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organisation dominated by the systemic core, but a domimaboiovid@challengéds tue
thatdependency relationships also explain why such struggles nuigfdatestiutehere is

nothing to say that in a new set of circumstances, such as theatiddtdnvhich we are
addressing in this research, countries could axbtatatiegye of the new set of circumstances
offered, and escape in the direction of becoming less dependent. In his original formulati
Dependency, Dos Santos did after all say that the structural relatioeffbifisipoerathe

periphery, whichght be positivaes (Dos Santb370).

I n Dos Santosd argument it iI's true that,
per i pher yighsapppao soméwhad passiwe. Butintovgoratehe role of agency,
fundammetal to the Maian origins ofdpendency, we can arrive at a situation where the shifting
global power balance may open up (and of course slam shut) windows of opportunity. In
context, it is interesting to conaiderative developmeintiependency thinkingtlom part of

South Korean schoiara work edited by Kyd@mng Kim(Kim, 1987).In particulalyoungHo

Kim synthesised Dependency and Modernisation theories in an economic model that show:
O0spreadingd and O6backwhasmd ierf ffeadts, o0d n eiatph
likely to exist alone without the @theT h e y  @ewst &ntl interdctswoth eaah other on a
short term basisd but eventually 6thedy wil
(Kim,1987:182 199.

According to Biel this is one of the most concrete illustrations of the msxtloatthwact
capitalist structure has on the periphepynpassed in Dos Santos definition of dependence. He
argues that the terms should not necgssabe equated with ©&égood?d
breaking up traditional structures, whi ch
capitali sm, whi cheé[] can b eBehinsl thimeprehdimagkgasio g o o
outcome®ielshows that there were actually two different impleegboiscal necessity, part of

Cold War, of permitting some autonomous capitalism, iané$ee economic one of
subcontracting manufacturing of cheap consumer goods tdHbweegmncamperialisns
incapable of smoothly bringing the two together, he argues that the hole was sealed by NIC
taking advantage of the situation and partly driving NIC deiwretbpmenin directidBut the
keyissuaemainshe dialecticale | at i onshi p bet ween twheh 60bac
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sucks value intothecmme d i ts O6spreadingd facet, which
highly relevant to our research, because as weGtiigtee Three on evolutiorgiresand
concretely in the case of Kenya in Chapter Four and Chaptery Fivecisely be the regimes
which open the windows of opportunity, an&pne&idifigossibleséalsaBie] 2006).

This is not to deny the qualitative differences tsxiwin Korea and Kenya, quite the cidntrary

is precisely thelativeautonomy of Asian capitalism in being able to seize advantages offered by
global economy which has enabled them to develop features of something which we might co
secor@y core, notably in our particular casextileappareindustry; and it is precisely this
factor which may make it more difficult for Kenya to follow in their footsteps in the direction
autonomyl address this in Chapter Hikie. point howevers t o see whet her
opportunities opened up by the dependency relationship in its very(A¢2©nt) tartras an
incentive faattemptdy the more disadvantaged actors in the international system to negotiate
pursuit of their own irdsts. This is precisely what our research will reveal to be the case:
Kenyamctors (especially firm apers, bureaucréisde associatiand Cabinesense, and can
respond with cleverness and dlatnigyparameters of a more cot®féxanthat described in

the classldependency literature of the 1970s, notably one where there is a resveAsian sub
effect, they respond to openings in the structut@Bfwiibin which agency can operate. Such
attemptsnaybe doomed, and indeedconclusions tend in this direction, but their failure is not
predet er mi ned. |t is precisely the actorséo
interesting, even heroic. Of ¢thegeunderstanding of structure is somewhat intuitneze and
would be scope to make it more anaitisahay indeed be one of the normative contributions of

this research.

In this regard, the worktoh e pi oneer of the O&6scienisific:
central Micro/meso institutionditeraturereferred to in section 2.2, particulddstering
literaturgis clear th#te reason why industrial production is growing in the South isecause of
factors around tacit knowledge, networks and the embefddetirstss ifocal milieu. A

number of those studies refiietdewInternational Division of Lab@uiDL) thesigFroebel

et a(1980)to showthat the transplanting of parts of the industrial production to theaSedith is b

on cheap labour. Froedieithemselvegere dming from the work of Babbage to illusigate th
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Nearly two centuries &phbage had a theory that you could fragment the production of pins s
that youauldget women and children to do parts of the work, which would be cheaper than if \
used merdnce the criterion upon which these divisions are based is bradratp@sdism
discovered thatcouldbe extended tmvemationandra® rather than just age and gender.
However, thisstlla very one si ded i nThisis pecaeldsaentralo n o
themewasactuallythat the changing divisiah labour results from advances in knovdedge

ratherdevelopment happens through knowledge

The advantages which are derived from machinery and manufactures seeipatly émise {imiae
sourcesThe addition which they make to human-ptireeeconomy they produce of humaiThiene.
conversion of substances appar e nterfejare haweverpothera n d
sources of its increase, mhwle animal force of the individual is itself made to act with far greater than its
unassisted powe(eniphagiBradnidinaly e , 1832: 6)

Using an experiment on the force necessary to move a stone along various surfaces, Babbage

the brce necessary to move a stone along the roughly chiselled floor of its quarthiidsnehitg two
weight; to move it along a wooden floor, three fifths; by wood upon wood, five ninths; if the wooden surf
are soaped, one sixth; if rollersedeon the floor of the quarry, it requires ongetforiy part of the

weight; if they roll over wood;forieeth; and if they roll between wood, one fiftieth of its weight. At each
increase of knowledge well as on the contrivance of every Inbuntan labour becomes abridged
(Babbage, 18328) (myemphagis

This is a more qualitative definition of the contribution of the human element, rather than sil
muscle powdihus from the 1980s, IPE changed in the direction where thea®&sukirig to

the periphery was not jasgetcheap labour, kalsoto ceopt networks, embedding and tacit
knowledgeSubcontracting OEM firms, for example, is based @xtiesivenowledge of
networks of these firffisus, although Clustellitgrature often refers to these factors, it rarely
links thento Babbagén ChapteFive, the knowledge that will interest us is not tdxhnical
politicatleconomidhe understanding of both the wider IPE of capitalism and the narrow workin
of the C. Suffice to say that tisisalso somewhelated to one of the most uredearched
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dimensiws of the GVC analyslse knowledge infmutput structurét. could be argued that in

the case #fenya an8SAthis dimensiaa not important becaustn@fow level of indusiviy.
response is th@lusteringiterature hakenfailed to state explicitly timathe most peripheral
parts of the SoutRE simply pursues cheap ldbowever, this dimension might be deemed less

relevant if our interssinlytechnical knowledge, which is not the case here.

Let us now consider regimes.

2.4.2.3 Agency and Structure in Regimes

Here too, | would argue, there are elements of both structure and agency, of intentionalit
emergent, sefmingorder Thestarting point is to recognise a fundamental ambiguity in the usag
of t he t thatthmtwdforrasgtheemed@composes mtemn fact both ceally relevant

to our research and that thesjtaa¢ed in different regions of the stragemey spectrum.

On the one hand we have regimes whose essential characteristic is precisely that they
spontaneous emergent order ; they O6happend
rather than being desighleid. captures Yaud s ( 198 2) s |Commbrs negimes s r
are the classic case: they have existed historically, and continue spontaneously to pop up t
response to challenges of resource manageshewby Bollier 2003, Dolsak and Ostrom

(2003, Ostrom(1990Q and Ostromet a/(1992) The cement which makes regimes work is
typically an informal set of rules and practices; these may in many cases be translated inta
rules too, but the |l atter oftenidautmoindca

special way the term is ugedimstitutional theoapplied in this thesian well be informal.

On the other hand, we have designed institutions which incorporate a strong dégiiee of agen
captures Youngand imposed 8eginmsdntesgtivet broadt uadérstanding in
International Relations the@ryirst sight, the latiestitutional definition seawsrwhelmingly

to predominate in the area which is our concern, that of internativenadrtheedessdeeper

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 share
two definitions. | believe that there is. Most obviously, regimes reveghyavel tinel @xdsten

and viability of, a nblobbesian form of societal daderation: their rules are observed not (or

at least not exclusively) because of sanctions which enforce them, but because they are use
participants. Alongside grassroots commonswegfmdsmore eldeven examples, which at
the same time can | egitimately be said to
value to the participants. Cases could include those institutions which survived the demise

League dations (Universal Postal Union, Intercontinental Maritime Consultative Organisation)

A reasonable argument can be matieithatesuchastheGATT/WTO , and tlesearound the

issue area of lahsuch athelL O, fall into this categofaketheGATT. Something was needed

to regulate trade, and GATT somehow evéllBidiics function, and proved quite resilient. Of
coursghe GATT rules were formal, but still a strong case can be made that there is an inform
of procedures, customspaactices which are at least as important as the formal rules, and co

well be argued partly to explain its institutional résilikntsarly show this in Chapter Three.

2.4.2.4 Agency and Structure whttRegimédependency Debate

By bringig in the case of GAWTO , we have immediately suggested an important point
bridging ouregime argument anddd@endency debate. AlththeBATT/WTO operates as

an internal commons of the core participants, its operation is quite differdrbvifith nesyec
peripheral countries: in this case, it may well embody, and act as an instrument of, the will of tl
to dominate the systB®ecalthatl stated this sections 1.2.3.2 andl24n this context, it is
extremely interesting to doasr the O6system o fapparairdde, Sndits g o v ¢
various incarnatiol®TA, LTA, MFA, ATC and pastC). Arguably, this is an act of pure
instrumentality on the part of the historic core: rather than paemiatonaDivision of
Labour (IDL) to seéfngi neer al ong the | ines predicte
barriers are creavwedlero nghamneal dimecdy dDthe n

interests. Hse incarnations ofithernationaéxtileapparel tradeuld be called a regime mainly
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in the colloquial sense of a system of governance, but in the more technical sense empl
Regime theows applied in this resedhgly ar@ regime only inasmucthegarticulate the
agreedotlective interests of the core countries.

It is important to note that in Brependency analysis, the default position miglibmelenea
selfengineerintPL to reproduce the unequal structural relationships which were (owing t
colonialism) plad at its point of departure. Nevertheless, there is parmaa&onahy the
periphery could not unfold a Soutieertined form of agency to counteradhihigtter could be

either collective (as in the New International Economic Order ohdlieni®m0s) or more

individualist, as in the cagenya presented in Chapter Five

The Southern producersd struggle to chall
but it is not necessarily a pure product of the old stylstiohatianal development tradition.

I't can be highly dec e ntheasia(Lamsddee, 1998 theisamet h e
time, it is important to note that a Southern drive to autonomy is nca éinotee between

the one mal agency in the conventional sense of industrial policy, or osdakectideand
individualist responses. On the coiitreay itself enlist forces ofmghinising systems with

elements of regifoemation.

The clearest case of this vibeuiddustri@lusters. Some of the classic examples addressed in ear
Clusterinditeraturesgee Schmitz aNddvi, 1999, suchas Sinos Valley in Brazil or Sialkot in
Pakistanyere indisputably emergent phenomena: they happened-riirdogtinggtbcesses
without in a significant sense being desi
expectations of reliability of deligeéreters which had to be managed, typically through
reciprocityseesection 2)2Being both emergantl with a clear fund of mutual benefit and
informal rules, clusters are a classic case of regimes in the strictest seritbe Relgirassed by
theoryasapplied in this thes¥one of this is to deny that they could be drawn into a subordinate
role wihin GVCs and indeed in this case, far from being exempt from the dependency relation:
they could indeed be one of its main embodiments. There is no doBEthastalested to
incorporatelusters. Howevtlte outcome of the questibwhethethey counter or reinforce

dependencynot pr@rdained.



-87-

It is precisely in this context that, in the industrial policies of the last couple of decades, clus
often interacts with more purposive antestateuses of agency: it has becomenptace to

seek tstimulatelusteformation through appropriate state incentives, thus supposedly workir
with spontaneous emergent processes rather than ignoring thersty{asmiodelthising
approachedh the overall argument | am makingehrs it is my interpretation of one of the

major roles of EU PTA and AG®@Aat 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 reg
Although thibranch of theory developed somewhat separatelpé&mendeeacy literature, there

are very strong interactions, notably in thefWiddtlerstein and Lipieted Wallerstein, 1983;
Lipietz 1987a TheDependency literature always reflected aandgigitsat the notion of long
cycles must be part of the model somehow. The notion of accumulation regimes constitut
interesting response to this problem. Again, the-ajrratyreslationship is interesting. In the
postWarregime the role oeagy appears very strong, if we think of the role of Begtoas or
Woods, and more generally the centralised role of corporations and even of their subcontr
networks. Nevertheless, there are very important elements of emergence: beevesationship
technologies, energy sources, labour eflatierare too complex entirely to be mamadged.

is even more the case with the regime of accumulation which issued from the crasmsl of the 197

is currently on its deathbed

The regime hais roots in th&960swhenTNCs increased their production sites in the South
(Simai, 1990)There wre cooperatiylitidansin the South (Lipietz, 1987a:, 7t
metropolitan capitalism aladn a fix!If Southern demand was to continue to dapeigd on

the wealth generated by exporting raw matenaifalt as thprice for these kept declidihg

the same timeapitalism had to keep the prices of raw materials low to facilitate growth in t
North (Biel, 2000). In addition to prasadox, the rate of profits in the North had begun to fall
under post94% Keynesianism (Lipietz, 1p8#as forced capitalists to delay investments, or in
the case of companies, to invest for the purpose of building competitiveness rathgr than exy

the underutilised capacdguihgin a crisis of ovaccumulation and/ or uRrdensumption
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(Amin, 2003). The solution was to export eegbtaty prophesied lgperialism theofsee

Hobson, 1938;enin, 1996 [1916]In additionthe relocatiogelled with the political task of
overseeing the transition from colonialiseedoo | oni al i sm Dbecause it
apparent respect for nationalism in the Asailit wasn indirect route to export promotion of
cheap manufactures ftioen Soutt{Biel, 2000)Re-technologising and commercialising brands
haltedhe relocatidn the ISformfor a while (Biel, 200Butthe 1970&chnological revolution
madetitechnically possible to split the production greogsbirth téthe NewiDL (NIDL)

(Frosbel et 4/1980) within which GVCs operdteusnealiberalisnestabligda certain playing

field conducive to the emergence of sttiketGé¢€s but did not design them

This structuragency interplay within the -p@8ds regimef accumulatiohelps us to
contextualigbe influence of contemporary foridertifiern state strategic seleaiviggime
formation The Regulationgpproachhasshow the relevance thfe notion originating from

Gramae and Poulantza$ the inclsivecapitalist stat&ccess tdwe capitalist stasanot restricted

to thebourgeoisieand repressing the masses tiseoly function of the staRather the
capitalist statebsthan institutional site to be managédiltimatelp a  gormvogstate]f
regimavill be more accessible to some forces thaamdarragent of managing capitalism, or
better puthe generator diversstrategies n s oit sénaes as arsinstiiutional base through
which diverse stali forces mdisie accumulation strategieseagdehmo ni ¢ pr oj ect s
260 citedin Neil, 2004: 87(see also Jessop, 1N hi s means t hat t he
accessi bl e tandisnotledlysavadable for alf parpdses(sJée Swsnp2006:a n d
98). Within this frame, the posfi970s regined accumulatipthe metropolitan capitalist state
generated four forms of strategic selectidiberakem, nestatism, nemrpoatism and neo
communitarianism. Only the general priacigl@snormsthat embody these formik be

discusseds given by Jessop and Sum

The principleand or normthat embodyeo-liberalism is economic intervebigeromoting
markets (privatisation, liberalisafiareteyaeven when this conflictd whe creation and/or

mairienance of a coherent national Nomtldestirial core that can provide an enduring base for
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international competitiveng&be approactior social intervention is-ocegoratismand the
principle anafr norm emboging it isstuctural competitiveness as opposed Fordist
Keynesian concern with full employnmesrdtalism is the principal form of compenation
market failur@and the principle @odnormthat embodi is the promoton ofa stateguided
approach to ewmic organisation through intervention from outside and above marke
mechanisma&mong other policies, the state intervenes directly and openly to restructure decl
industries. Lastly neecommunitarianisiwhichis shrouded in ambigusiyceits principles

and/or norms are ifgomoibn as a supporting measure fdibeealism as well as an alternative

to all forms of capHakendly economic and social policy.

HoweverJ] essop and econ@ciion ofonarket failuremstaigjuided approach

is confusing because there is a contradiction between tHertmerisThenainstream liberal
economics of a certain kind, which is regulating markets in the manner of Kela#si@ism.
similar tothe Developmental Statedegy followed by Japan to industrisheecthe state
replaest h e ma r Knethisshésis, wexiatikm is used in reference to the Northern state
Keynesian akevelopmentalhe Southern equivalent is Developmental State or enabling stat
Kenyais an enabling state, in the sense of facilitating the integration of the country wit
0 gl obalhimg asearohm &nabling stagimulates raw material linkages rather than
specifying local contésge section 5.2.4The more typical forofi nediberalisipnsuch as
DougladNorthd 499@Q)NIE, or thed g o o d g formn ef\Worid iBank iate theory that came

in the 19908Norld Bank, 1992ffirmsan enablingjate A Developmental State, as it applies to
NICs, for example, is quite raiginlt assumasery strong kind of harnessing of state policy
behind national economic intesestething that has been anathemdibbenadéiem. In fact, the

market fundamentalism form ofilbe@lism repudiates the state altogether.

These fans enabled, rather than designed9fastregimellorthernagengydrawing on
specific principles amdhormsgenerateal state strategselectivitgonducivéor structure to
emergé&inceheselectivitpame from tidortherrstateit servéNorthern accumulation interests

and henaegimes floghngunder iperpetuatidependency.
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Similarly Southern agemuoyght respond to openingthin regimess emergent structures

search of autononiiyue, w earlier depictech e 6 s eatound intérnationeddeiis dpparel
asinstruments of dependency. This is how it would appear with respect to the South. Nevertr
they are not the pure emanation of the will of some unifdrgyaaterthe product of bargaining
processes, andc@lly these are both donsutienternation@dell,1993) An examplef the

formerin the textitlapparel industiygiven byderon (2002)Althoughinternational bargaining
procegsdo not necessarnisult ira regime in the strict sense®@fréciprocity, nevertheless we
cannorima faciassume that such a process cannot result-fiormegfioreConsideOdelb s
(1993)study.Threats of economic retaliation, issued to Br@2% by President Reaghuit

refused tscrap programmedesigned to promdtecomputer industigndhencalisplae US

firms floppedWhy?Brazil hardened its stance when it learnt toatpuer firmsere divided
atbestor even largely opposed todRe@g ¢ Ohe crexiobitnis thatfew daysftarthe
threatsIBM and Burroughs officials, attending a private symposium with Brazilians in Washing
passed word that they had not askkdtfoeatsBrazilians were also advised ofihisydiy

former US poliayakerdn shortthereis nounified definition of the national interest in the core
Although in a Thatcherite reading one might emimdastridisation anddeploy in the
direction of financial services, ammpmic actors, including elite ones, would strongly disagres
(seKrugman, 1991; Krugneeis/1999).

In additionneacliberalism and reommunitarianisare particularly doubtiged Potentially

they cafacilitaé Southeraccumulation and labour upgrading respectively

Thusinternationdbargainingrocessesonducteth acontext where a unified definition of the
national interest in the core lacks, and witiuntéxe of therincipleand or norms embwgihg
contemporarforms of Northern state strategic selectiagy arguably provide room for
manoeug for the South.n t he cont ext ing®f tthhei sGVICh i Esn st h
possild That is to say thdthough it would be classic for the social responsibility argument to b
coopted as a disguised protectionism, we cannot foredsiditiie@pibs being seized upon by
interests in the South to benefit incerabeddingf developmeimt the form of the increased

development of the human resources of the industrial Rrodkiictagpgrading less feasible
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sinceKenyaand SSArefurther limited by a new AsiarcetdEven thethis limitation is not

predetermined.

2.4.3 The RelevanotaDependenéyamework for thipgrading Debate

The relevance of a Dependency framework for the upgrading debate can be #omsarised as
On the one hand, firstly, it helps us to see international regimes as institutions that embody, ¢
as instruments of, the will of the core to dominate the system. Thus, contra to the volunt:
associated with mainstream approaches tal inggs#iding, especially the GVC approach, a
Dependency framework shows us that product upgrading in the South, especially in LICs and
IS a Herculean taBkis thesis is in agreement with the GVC analysis and related literature, that |
firm upgrding is not entirely incompatible with the demtmetoofemporary IPE. However, a
Dependency framewor k r evdiLs$adlDGIhuswhldepd t a l
firms an promote (and ajurse hindewpgrading ibICs such d&enwg this happemgthin a

wider framework of regime governance that perpetuates dependency.

Whathas changexdithatcontray to the classic Dependency literature of the 1970s, the parametel
of contemporary IPE are more complex than those it. tesgabedar from necessarily
facilitating upgrading, this factor may undermine it: in pheicépendency of the apparel
industry of a number of LICs, especially those of SSA, which include Kenya, on a new Asia

core may furthdimit such LI€in their pursuit of product upgrading.

On the other hand, a Dependency framework helps us to see possibilities inherent in this ok
situation, and hence it inspires Southern agency in its struggle to embed industry. As point
above, in mawy the cases, including that of Kenya considered in this study, such struggle
upgrad@roductsvill be seen to be unsuccessful. Hawvemenith product upgradaityre is
not predetermined. More inspstilgs thatwhen we turn t@abounpgadingpossibilities within

the current IPE under-nemmunitarian ideolodfgn exisat least in theory.
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2.5 HYPOTHESIS

The central theorisation is tbatrolemergentgimegovernance of t6&C dominates over
controllead firmgovernancef the GVGQC serves thaccumulatiomterests of metropolitan
capitalismperpetuates dependandypromotes milieu goihe specific hypothesighiatthe
governance dgimeon production and trade in appeinde nota necessary conditwasa

suficient conditioto undermingroduct and labaypgrading in Kenya between 1992 and 2007.

26 SUMMARY

In this chaptewehave reviewed theoretical approaches to industrialdéifhiisidrthe GVC
approachnd theorised regime goverdentaras issue areas are condersedear that lead
firmsare not the primary govenmotise chairRather, they are only one of the. Attotsave
argued thalhisd e x t e r n a ik Maintyegime govemaricekdng a Dependency reading of
Regime theorywe contendetlatdements of both structure and ageson both sides of the
regimalependency dividée resultingontrolemergent regime governance ovasitlsas
issue areas are concamdollead firm governarit@rimaly seresthe interests Northern
accumulaticandperpetuation of dependdhey alsmverlaid with the contdahensiorssuing

from contemporary forms of Northern state strategic S@ledtizity identified the relevance of

a Dependency framewfor the upgrading debate as follows. On the one hand, firstly, it helps us

see international regimes as institutions that embody, and act as instruments of, the will of the

dominate the system, and hence product upgrading in the i@y, ld§fgeand LDCs, is a

Herculean task. Secondly, it shows us that the parameters of contemporary IPE are more c

than those described in classic Dependency literature of Hoavé9g0m from necessarily
facilitating upgrading, this faotay undermine it: in particth&r,dependency of the apparel

industry of a number of LICs, especially those of SSA, which include Kenya, on a new Asia

core may furthdimit such LICs in their pursuit of product upgr@dintpe other hand, a

Dependency framework helps us to see possibilities inherent in this objective situation, and h

inspires Southern agency in its struggle to embed industry, especially in its struggle to u

labourWe then hypothssd thathe governancerefjime on production and trade in apparel



-03-

while nota necessary conditioms vesufficient condition to undernpneduct and labour
upgrading in Kenya between 1992 and 2007.
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3 BACKGROUNDIO REGIMESAND TO KENYAN APPAREL
EXPORTISM

3.1 INTRODUCTION

In this chapter, show how appaneternational regimaadthe Kenya apparel indydtgve
evolvedin part onefirst, I will deal withthe GATT/WTO regime the three regimes o
production and trade in appamélthe regime on lapbouthat order. Whikhe three regimes on
production and trade in apparel are fully nested within the GATT/WT@heegigime on
labouris only partialiyestdwithinit. Second will emphasisegime instrumenta%itghin the
framework of NorBouth relationBhird, major trends in glopabduction and traiseapparel

in the lask0 years will lwBrectly and indirectglated ttheseregimesn partwg, | will give the
evolution of the Kenyan apparel indtissty. will showits birth and growth und&r (19606

85). Second, will showthe birth and growthagparedxportism under EOI (1986 to date), and
theinfluencef nediberalism in the shiinally | will showthe existingpparedxport industry.

Although thishaptdr s p r i ma owdeafadtuabadkg®undit s cryciathatwe recognise
thekeytheoreticglointsthatsurface amongst the factual narrapeet bne,dmstresagthat,

in international regimbsre are elementbaih stron@lorthernagencgndspontaneowsder.

As in the dependency model, existing power relations create forces which encourage the be
emergent order to flow to the historic core. Nevertheless, thatcmchslipsout of control,

which is why the ongoing adjustment of orstitstructures needs to create a framework which
on the one hgmhcourages s®ljanisation of the trading regimaratigk othdrandchannels
thatselbr gani sati on in a manner conducive to
the structures of the institutions themselves, notably in thetwelatidiorbeal and informal

rules In contrast to classic dependency, where the structurpsriphergreelations were

premised upon, and acted to reinforce, industrial dohtimaroeep the new set of relations
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enables overall dominance to be maintained under conditions ofmalysriaisaéion of the

core and shifting of manufacturing capacity to beeyp&iopgside the issue of informal rules,
we can considera@scian hegemonwarasdditionahformal/systemic function which acts to
channel spontaneous order in directions conducive to existing powdthoeighitins.is a

major function othe labour regim¢, he r ol e of 6regi O6nalds sph
significalg 6 h e g e mo n g a n;ig wasidiplammed by the historic doueit emboas

their continued dominance under conditions of their own-ipduitridksatiom a temporal

sense, regimes signify the long cyclesagtdiestrating the production relations of the capitalist

mode of production; in a structural sense they are the institutions embodying those relations.

In part two, | ashowingalthough somewhat indy@timost instanedse fact thahe reladn

between regimes and states is a key locus of power relaggnsemskiiational structgre

The history of Kenyads apparel industry h
structureNevertheless, as we havalseesthese iictures amot foolprogfand there are
factors which could be seized upon to promote atitowensr, these are difficult to mobilise in

the Kenyan cabecause offer alilKenyd s s oreaetwehrather th@oactivapproachhe
ubiquitousinsertion ofAsia in value chaidsf r i cad s mar gi nantl theb ar g ¢

contradiction betwgenduct and labawpgradingnd the need to compete in markets

3.2 APPAREIREGIMESEVOLUTION AND IMPACT ON GLOBAIAPPARELTRADE

3.2.1 Main Intertianal Regimes in the Apparel Industry

3211 TheGATT/WTO

The GATT traces its roots Becember 1945 wibha US invited 14 countries to negotiate on

trade liberalisation. féheverewo tracksabroadeattempt to set up thd@ernational Trade
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Orgaisation(ITO) (alongsid¢he IMF and the World Ban#)at includednter alidariffs,
employment, subsidies and reconstraciiba narrowerone to reduce tariff levels for
manufactures. Concerning the féoomepreliminary conferenods placein London(1946,

New York(1947, Genevdl947) and Havand94+78). The US Congress rejedtexl Havana
recommendatidios, /nter aligzhar UN-type ofonenationstateone votelemocragcieading to

the death @he ITO initiative in December 195@ narrowdrackhadarrived at the GATan

30 October 194with 23 signatorie€overnmentgere forced revert ttheGATT ( Od Ber i e n
al 2000; Peet,2003) | n essence, Othe GATT merely coc
Stateshad nagat e d s i n ceea/200)I Hebhter(nBCamntission for the Iwithin

the UN coordinated eight roundsATT multilateral trade negotiat{®e®t, 2003)he first
severrounds (Geneva947, Anneeyl949, Torquayl951, Genevd 956 Dillon- 19601,
Kennedyl9647 and Tokyol9759) had a limited participation (an average of 25 gaumdries)
excludedgriculture artextileapparelJawara and K\#803. The last of the rounds (Uruguay
198694) integrated text@lpparelandalsotransbrmedthe GATT into the present WTO in
1995 in Marrakech, Morocco (Peet, 2003).

The WTO was established by 124 countsidgl4 Membergy 2002accounted for over 97
percent of world trade (Das, 1998b; Jawara and Kwahae@s}.Agreemeaimsoqg them the
Multilateral Agreements on Trade in Goods, which has two main diwengementd: GATT
1994 and twelve oth&greements in the area of gaotiglingpne covering texalgparel (Das,
1998a; 1998b; Peet, 2008k Ministerial Conferenshichmeetat least once every two,ygars
the main decistioraking body (Peet, 2003; Narlikar, ZDBBWTO hasa secretarigasedh
Genevand except for about Bbstcountries send delegations to their permanemstimission
Geneva to enapégticipation inegotiationdNGOs or interest groups do not have direct access,
but can be accredited to access some Ministerial Conferences alfte praatiplgs.of
enforcement, borrowed ftbeGATT, was strengthened through surveillanc&ogretaiat
through regular Trade Policy Review Mechanisms (Narlikénj2@0&¥principléhat on the
wholeset apart the WTO as a more legal organisatieGAI .
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In this thesisegimes are b@thd e s i gne d mo ddmncanpulsagycamdeemergem c e €
structured hereforat is crucial weeenow capitalism has managgalAMT/WTO regimgto

the interests of the great powatsn interplay of rules and voluntddeder GATT, ach

member government was in theorybetjdedre was no majority vothggeement was reached

by a consensdeminated hbihe governments thie strongest economidm set the agenda and
drafted documenihiebasis of consensasArticle XXV.5t hat O Except as ot
for in this Agrement, decisions of the CONTRACTING PARTIES will be taken by a majority of
v 0t e sCorsensus, vhlbcame the norm rather than the exospsoreached in the
invitation®nly Green Room meetings, which would in turn be extended to aliremtracsing

This process excluded the South (Bxaepand India who wemegularly invited) from all
decisioomakingand agendstting Industrial powers therefore excluded products which had
potential for accumulation in the Sndhimposéhat deision on the Soytarlika, 2005).

This managemenffferedcapitalism sufficient flexibility to innovate and adapt to changing
circumstances. The first four rounds were cqmoeandgvith tariffs on good®eginningith

the Kennedy Round, ammterextensively in the Tokyo Rooweariff barriers to tradeere

brought into purvieost notabl@épwever, was the Uruguay Rehicticreated a more formal
judiciary with an Appellate Badgbrought undeéne GATTO Igheralisation agerdaw ssues
(services, TraBelated Intellectual Property Rights,-Redaled Investment Meas(Beshon

et g/ 2006).Since these arease advantageous to the Norttangled tmdiberalisation as
carrotsn exchange fampromise tderalistho® that were supposedly advantageous to the South
(agriculture, textdpparel and industrial goods) (Nagibk@5Westhuizer2006.

On the whole, the WTO sysiemore oppressive to the Souththtb@ A TT. WT O6 s d e«
making is characteriseddbyng, consensus and informal procedofeshilh wernaherited
fromthe GATT. But astatedthe norm is consensuosdlified irArticlelX.1. It stateghat there
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shall be consensus 0i f no Me mb eformallpabjecsse nt
t o the pr opadilsa005)dNarldkar arguesrnhat first, 22 countries of the South have
no delegations at Genand rost of those witthnecan only afford a small one compaaed to
Northern one whichis normally twice #&rge.Several parallel meetings nteanSouthern
delegatiorannot voice their opposition at each and everyldedsiibion exclusive behind
thescene meetings still go on. This is in turn based on the preference for informal diplon
procedres rather than formal oled.according to Jawara and Kwa (20@®yations play a

major role in lobbying for agreements, both informally and through industry members of govert
delegationg/hat is more¢hey add;oercion of poorer countriggrtansified theWTO; they

are arm twisted and threatenéadiya/jaid cutandoss ofpreferentidrade programmes.

Secondthe twomainprinciplesnherited fronthe GATT- nondiscrimination and reciprecity
remairoppressite thepars of the South thaimpete with central capitaNemdiscrimination

is based amolation of twprinciplesVIFN (extending caessons between two parties to the rest
is violated ke exceptisrofregional agreemepteferentidgreements anateptions to a new
acceding countiNational treatme(dll parties extended to recipyasat@lated by excegpti
serviceJ hird, the GATT comprised only industrialised couamgslthougmost members
signed up to #lgreements,was voluary But the WTOwas launched as a single undertaking,
meaninghatMembers must be party to algteementBourth the benefits extracted by the
North, especi alfarputweigttbsdhat theboathcah possibly exsastu e s 0

32126 Vol unt ar yé6 RMFA/ATE/IPostATC STA/ L TA/

Under protection in the late déntury, the US texéifgparel industry began to challenge the then
leading British industry. After World War |1, th€auf$ Ads of 1922 and 1930 made this

protectia even higher: in 1930 the average US tariff on cotton and woollen goods was 46 an
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percent respectively. The Great Depression forced trade in the sector in these two leading c
to slow down, giving Japan someteéhayK used the Imperiafétences System to manage

the Japanese thnehile other affected countries used Quotitsspart,heUS, in 1936prced

Japan t@oluntar | rgsthain its exports. By the 1950s, these restrictions had been extendec
Easteriurope and a fewestbountries in the Sq@lne, 1987)

US restrictionsnaJapaneseotton textitapparel exportgere renewed in 1955 and 1957
(Aggarwal, 198%s a resulthé Japanese share of US imports of cottompestitd fell from

63 percent in 1958 26 percent in 1960, while that of Hong Kong rose from 14 to 28 percent
(Cline, 198)/(see al¥eesing and Wolf, 1986 1959 India, Pakistan and Hong Kongla®re
forcedby the UK, under the Lancashire Peestriot their expdttOther Europeaountries

used ArticgeXIl and XXXV of the GATT to impose these restrictions. Even then, flooding of
Northern markets by imports was only an thereseas no evidembe primary cause of the
protectionism was to build an artificial comparatitagadaahe industry. In the US, producers
were relocating to the sotithe countrfpr cheaper wages, while in other Northern countries the
development of synthetic fibres was leadingrdustra competitiamd a solution was needed
(Aggarwal,985).

When Hong Kong waskedto restraiitselfby the USt refusedorcing Undersecretary of State
Douglas Dillgrunder direatstruction from President Kenteg@ysh througheGATT for an
agreemerithe agreement wagotiatebetweed959and 196@ndbecame the basis of the 1961
STA. The STA was followed by the LTA in (l@figarwal, 1985) (see Bis®, 1998a; 1998hb)

Al so, in 1960, US negotiators pushed for t
was defined as amgtes of sharp import increases associated with low import prices not attribut:
to dumping or foreign subsi@iése, 1987)This concept remained a cornerstaheSoA,

LTA, and later theMFA. The LTA was monitoredtheGATT6 s Co t Gommitted e X t |

11 Japan became the leading world exporter of cotppindilin 1933 (Aggarwal, 1985).

2 |Indian, Pakistan and H&iogg exports into the UK had maimiyngunder the Imperial Prefergratesn
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where GATT allowed the North to conclude bilateral agreements with the South, or img
unilateral restraints if they could not semur&luch of the North chose the agreements route
with the US concluding 18 of them by 1966 (Aggarwd)a$98998a; 1998hhe LTA was
extended for three years in, 89@/7for another three years in 1970 (Das, 1998a; UNDP, 2003).
The automatic rise of quota for STA and LTA was 5@&r=rit987).

Manmade fibre and woaded products had to lectesl tooTheUS attemptto restrict them

in 1969but thiswasresisted by Europgirope feared restrictiontsobwn exports tine US,

instead preferring a unilateral and bilateral approach without dbfe@Ate (A\ggarwal,

1985) Japan haalso refused @oluntarilyrestraints manmade and wewports. President

Ni xon threatened a unilateral Befare tmeidaytofi o n
enforcementiowever, Japan agreed to comprehensive restraints. BYSI7&] foether
bilateral agreements restricting these pratlu¢isng Kong, Korea and Taiwarersion of
exports to Europe exerted pressure for Etooggpae to tikemprehensive MEine, 1987)

The MFA came into effect on 1 January. ¥I8automatic rise of quota Gvpsrcentn going

for theMFA, the US wantadmultilateral approach so a® daimpen the GATHg share out

the 1 mport 0 bandtocheord Hurdening Gongeeasrwithpregular legislation (Cline,
1987).MF A thanitoring mechanissasthe GATTd6s Textil es Surveil
organ of another GATT subsidiary organ, the Textiles Committ€aridteam PaciifqP)

countries (hence Kenya) did not sign the MFA, although caution is necésshephetzise
were covered: the arrangement was to be
government contracting parties to the GATT, or having provisionally acceded to the GATT an

the European Economic A8mmunityd (GATT, 19

The MFA was extended for four years in DecemiBHFEOTY, with the protectionism being
tightened further. Europe was now leading the drive. First Europetitatitplaipedshad
surged more because it had dragged its feet behindilaeelts restraints (the first European
restrainwas in 197%n Hong Kong and Karexporfs Howevera greater issue at hand was

actually European intggional trade associated with rising specialisation in the region during tt
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time Over opmition from the South, Europeans replaced the relativelp diéfcatistrat
clausef O mar ket omdp esrrmiptttiiomd owjidihnt | (Cling §987¢ e d 1
Keesing and Wolf, 1980)

The MFA was renewed for another five yearie c e mb e r 1981 ( MFA |
departuresd cl ause was -suernmpehpodideth fortrestsaintiinl | a
the face of sharp increase of imports of sensitive products with previously undewssised quots:
insertedn July 1986he MFAwas extendedthrgh Jul y 1991 (8ugd | V)
clause retained, among other even more tightenisgctiassegpanded coverage graudnti
measures (Cline, 1987). Fitladliy)FA was renewed indefinitely ynl991 (MFA V) pending

the outcome of the Uruguay Round (Das, 1998a; UNDP, 2003). The roundamandated
transitional ATC to phase it out in four stages between 1995 and 2005 (16 percent in 1995
percent by 1998, 18 percent by 2002 and 49 by 20@d)CTwas monitored theWT OG0 s
General Council through its Goods Council and Textiles Monitoring Body surrogates.

Looking at Table 3 beloantca to this protectionism, apart from Japan, trade among industria
countries, estimated in 1984 dte48le)and 35 perce(dpparel)took place unfetterethe
estimattMFA restraintstifieJ apanese and the rest of the S
was3 and 11 percent (world textile trade) and 1.4 and 38.5 percent (world apparel tra
respectilye The remainder of world trade in the sector was restricted through Atbey timeans.
approxi mat e wsreanly BWB8sandi2lh pavcent of textile and appeade
respectively (Cline, 1987).

The ATC did not set a clear benchmarkefgraiimg products. This gave Northern importers
(apart from Norwayhe opportunity to effectively back load the integration process. As a resul
while integration targets and quota growth were met, restrictions were not effectagly elimine
schedute Back loading was made easier by the lack of specification regarding the choice c
products (from the four groups of tops and yarns, fabrics, made up pppduistand
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Table3: Shares oforldtrade irgpparefubjetto MFA and otheestraints (%)

Importing Area Supplying Area %
1. Free of restraints
Industrial countries Industrial countries exd
Japan 351
2. MFA restraints
Industrial countries Japan 1.4

Developing countries 38.5

Subtotal 39.9
3. Bilateral or nation
restraints
Industrial countries Eastern area 5.0
Developing countries All sources 12.8
Eastern area All sources 7.2
Subotal 25.0
Subtotal, restrained (2+3) 64.9
Total 100.0
Memorandum: value (U
billions) 46.0

Sourcéddapted from Cline (1987) Table 6.1

different stages. Selection of the products for integration was left to the discretion of the rest
countries (Das, 1998b; Hayashi and Bauer, 2004; Nordas, 2004). For example, it is the less s
productssuch as tire cords, tamponteatghatwere liberalised by Canada, the EU and the US
during the first stage (Baughena@i1997cited in UNDP, 2003Howeverwhen it came to
appareémports, which isgensitiigem, the EU liberalised a mees éemt of the quotas rather

than the targeted 17 per cent, and it was a sinfdaitis#odUNDP, 2003)Removing what

were still high export tax equivalents in 2005 automatically led to an fexpartraurge h e wo
leading supplier, ChiGhirse exports to the US increased by 39 percent in 2005, exports c
formerly quota constrained products inching up by 27QHuerkersin and Koste@l09)
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The North managed thisiriyoduahg safeguard measures agdimsiséextileapparelunder
Ch nads WTO a cpmasssthaxpiredpm loJanoiacyd009

The liberalisationf the sector is also phdyexnause tariff escalation remains (Blaekladrse
1996 cited in Hayashi and Bauer, 2084). i f f s f or t h e ushehigherotha® s p
for most other manufactured;JthguayrRound only reductetbtradeweighted tariff average in
industrial countries from 15 to 12.1 p€kbeskman ari(bsteck2009.

My intentionis to show the interplay of agency and spontaeegeiscemndhence want to

state that we need not-engghassagency as it seems | have doneV¥ihfaegard tohe
MFA/ATC, perhaps what demonstrates this interplay best is that a spontaneous response
protectionism arose wismme Asianoantriesappliedfalse labellingo change the apparent
country of origirand/or relocad some production norMFA signatorie® countriesvhose
quotawerenotfully utilised (Dicken, 2Q0dowever, this watsortlived sooncentratapitalism

wasdn control of profits in the sector once again thmandjidbntitiend reéechnologising the
industry (Biel, 20000 Germany, for instance, physical capital per employee increased conside
faster for th@pparehdustry than for the manufagusector as a whole between 1970 and 1984
(Spinanger, 199 addition to brandirfgpom 1980s, natatist regimes, which we shall consider

in the next two secticmm®se spontaneotslgounter the threattbé efficiency of the Asian
industry fébwing its spontaneous expafgiese regimes received a boost fromiagbecy

form ofgovernment polioy outsourcing of the most labour intensive aspects of pubdaction,
retaining the higher added. tasktse US,hisGerved to undercug fhrotectionist ciiain that

had sustaindte MFA up until this pdi(tieron, 2006t5).

The relocation to nbtFA signatoriethe innovation of brandamgl the emergence ofstecst
regimew/ere primarily spontaneous responses to remaimeaftoadmbined with more explicit

agency rolgsveraboveand othersuch as the fact thaine industrialised countries had export

3 For examplepmeChinese apparel categories were limited by the Memorandum of Ugdels}asiglivegl
between Washington and Beijing on 8 November Zffisgs#deUS TradeRepresentative (USTR)05).
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interestsn particulatheEU countriéexporinterests tihe US for higher value apf@arebme,

1999) to hastehberalisatiofhe Northwas also expligitising liberalisatiaa a sweetener in
return for the introduction of services and intellectual propernyth@MsrQ Moreover,
Francoigt a(1997 cited in Nordas, 2004) show that by the timebafrtisdition, much of the
liberalisation welfare gains had been calculated to be concentrated among importing countries
one projectipaxporters would experience awelfaalosx e 06t he ri se i n e
compensate forthe ® of quota rentsd (Nordas,Thu004:
overalltisbecause tfe interplay of these dynamics, rather than either of thiemmatihanal

trade in the sectwvitchefrom protectionisto relative liberalisatio2005

Thesystemic structure broachedshdreetailed into regional spheres of accumiifiatronch
tension because of the contradiction inRegiohal spheres of accumulation stem from a
development 1L965(Kennedy Round) whiba GATT fornily recognised a GSP uAdisle
XXXVI: 8.Howevethere was a precursor to the GSP, thenfiety negotiations launched under
GATT auspices in tearly 19409nitially, he US forcetthe Britisiempireto scrap itsnperial
PreferenceSystem gréaed to its dominionft was@gredilthat no additional margins of
@referend@sere to be granted, that the then epigfegend@sere not to stand in the way of
action with regardUW& tariff preferena@and that reduction in tariffs wasratitcally to reduce

or eliminate marginspoéferendelrhese thrae,America s |, wexei bg design to confine and
eventually eliminate sigetem (Gardner, 196®weverthe principle wasturned, firsh the
Haberler Report of 1958, the Nénigl Declaration of 1961, the Action Programme, ahtio63
the Trade and Developraeapter addedtteeGATT Articles in 1965.

GSR cover products with a MFN duty below ten pdmeetelit contradicted Article 1 (the

MFEN principle)hencéhe mabling Clauseasadopted in 1971, initially for ten yé#ren the

MFA came to be crafted, the preamble had made allowance for GSP (GATT, 1974: Prea
Paragraph 7). In 1979 (Tokyo Round), the Enabling Clause was amended to rdinéndefinitely.
GSP was pushed HyeUnited Nations Conference on Trade and Deve{tfNn@amD), and

only eleven countries or country groups implemented it.
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HoweverGSPs excludektiesas ppar el product s. These were
through closely moned bilateral PTAs that were more detailed than- thec&&® of the
threat of Southern accumulation that they posed. The key ppist Ikéh&SRbey were not
@referentidds they seemednanufacturingp € Nor t h 8 s muitdneonsty stimumlatew a s
their declining industries by subcontracting only basic assemtitgr@istaatiye RoQyhile
maximising on cheap Southern labour by importing cheaptipeoderzedproduction
sharingbutward processing arrangeinaed$irstwith EU PTA.

3.21.3 EU-based Regime: the CaS&/dTTA

Building ortechnical aid programnesgrds ACP countringiated by the Treaty of Rome
(1957), Yaoundé | Convention (1963) and Yaoundé Il Conventipth€lB&BYleveloped its

GSP undetomé | Convention (1975), renewed as Lomé Il Convention (1979), Lomé Il
Convention (1984) and Lomé IV Convention (T®@03onventions offegaéferentidduotas

and duty reduction of ACP apparel impadntle theconventions wegenerbl restrictive,
requi rements for 0 s appas¢l wemt vabedd tgequie d waubles (e

transformatidrRoO.

A product could be considered to be an export of a beneficiary country only if: a transformation within
country had takelage betwedariff headings and there had been a minimum of 60 percent domestic value
addition. Rules of origin for clothing were even tighter. A process ciilistinotgtages of production

had to be undertaken in the beneficiary countryljedasuagphird country raw material content could not
exceed 15 percent of tHaarry price of an exported good. In other words, in the case of clothing, weavin
or spinning had to take place in the country of origin (or in another beneficfaryticeprtgiuct in

question to command dteg status (Gibbon and Ponte, 2005: 52).

For Kenyan apparel, for example,

EC Directive 3817/81 dated 23.12tt1t@e@8&81tmdefi cesn
follows, within the framekvof theWTA [World Textile Agreement/MEAJpods completely produced in

the country concerned; goods produced in the country concerned by using materials which had not
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produced locally, however, which had been processed locally to a suffitlenégattério cotton knits

in |ist A of the above mentioned Directive, 0
Manufacture from carded or combed natur al fibr
or combediger; all other process steps, such as spinning, knitting, dyeing and sewing, must have been
out in Kenya and proof of this must be submitte
thereof can be gieelkenyan certificaforigig ( Nac ken8). 1982: 47

In 2000theCotonou Agreemeaplacedomé Convention IV. Tipr e e ment set a
initiate fresh negotiations between the EU-&RCNAGP countrieghich were to culminate in

the establishmen&abnmic Partnership Agreem&Rag) with various groupings of such ACP
countries by 1 January 2008. This means that, gigoeethent was a transitory one, SSA
continued to trade more ordedsi.omé IV rules. In any eventAgiieement was ratifiedim

later, in April 200@nd the EPAs are yet to materialise for most ACP“members

3.214 USbased Regime: the Cad&0GA

The US GSP was instituted in 19%&h regard to SSéngtil 200Q 48 countries enjoyed
@referentidaccess the US marké&t According to Mwega and Muga (1999), they would pay
essentially zero tariffs but were subjected to a battery of cuediagasyty averaging 17
percent of landed value (for apparel products). And accordingetoak2&03),theirmargin

of @referendever other MFN suppligrasa mere five percéfdweverzuropean colonial ties
with SSA also accounted for the American |
give a fillip to the respotitss, GSRvas improved by AG@#ective 1 Octob2000.The Act

added tthe GSRpproximately 1 800 duty free preoaliiftinesamong them those on apparel,

to make a total of approximately 7 000 product tariff lines aAppesehbecame the most

“The EPA (antheCot onou Agreement) excludes LDCsButwvAhms i nst
(ERA) of 2001 (took effect in 200EBA resembles the Larngentionsind accommodates nine moreckzayefi
nonrACPLDCs(Afghanistan, Bangladesh, Bhutan, Cambodia, Lao, Maldives, Myanmar, Nepal and Yemen). For a
comprehensive review of the Cotonou Agreent@hsasddbb (2006).

15 GSPs are regularly reviewed, and the latest US review giiter@is freoember 2009.
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important export to the,@&rtly because of the high duties imposed earlier on (MeGgrmick
2006). AGOA was initially to run thraa@0 September 2008.

These were tmajorAGOArules There would be no quantitative limitations for articles assemblec
from fabric wholly foed and cut in the US from yarns wholly formed in émel tHiose
assembled from fabric wholly formed in the US but cut in a SSA benefj@arpcgadrihe

yarn is wholly formed in the US and the thread is American. If the yafricaredther
Americanbut the fabric is formed in SSA, a cap of 1.5 percent of theSaggreghteter
EquivalenSME) of all US apparel imports in the preceding yearimpolseb@his would be

for the first year, which would be subsequently inceaabkedf ithe seven succeedindgoyears
reach 3.5 percent in the last(3@@r) LDCs (based on 1998 World Bank measurement and
classification of countries with less than US $ 1 500 Gross Nationaé/Proaghfatvere

allowed to get fabrigholly fomed or even edtom wherever in the wdHbughto 30
September 2Q@ut they were not exempted from th&@ loageswere also two important special
rules. There was tee minim/sule that products with limited #d®/ nontAfrican fibres and
yarnwill be given duty free status, as long the weight of such fibres and yarns does not excee
percent of thetéd weight of the product. $keond rule whgdiscretiof allowing duty free
articles containing Ad8/ African findings and trimmsifigewing thread, buttons, zippers, labels
et ceteyaas well as interlininas long as they do not exceed 25 percent of the total cost of the
components making the arfcielly, dlkloré hand loomédhandmade articles were also to be
allowed dutfree as well as articles cut/-kmithape and sewn fromw8Mfrican fabric or

yarn not available in commercial quédi€sngress, 2000)

A 2002 a m@OAdomesedthe cap of Abimd country fabric exports from 1.5 to 2.17
percet for the year beginning 1 October 2002, to rise by equal iaci@rgrtspercent in
2007 This was not of benefit to Kdregausdl &s exports are made from third country fabric.
The amendmealso liftedjuantitative limitations for articlesnased fromomponentshich
areknit-to-shapégsuch as sweateeshirts and socks)the US using US yarn or those knit to

shapén a SSA beneficiary couasryong as the yarn is wholly formeallifStand the thread is
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AmericanMoreoveit alowed for cutting of fabric/ knitting of yarn to occur in the US and SSA,
rather thaane or the oth@andL D CRo® exemption was retaf&iCongress, 2002)

0 A GO AextendddGOAOG p r e f te 2 FadeLBD@s exemption from adherence to the
RoO to 30 September 2007 also raised tlke minimisule from seven to ten peresat
demanded that African beneficiary countries should support WTO liberalisation agenda. Ce
machinenade articles were also included under the folklmeihadhdndnadeategory. The

other important amendmenttiesasddition of a third special rule allowing duty free imports of
articles with the following #u#Y African components: collars and cuffs, drawstrings, padding,
waistbands, belts attached to artigpes sbntaining elastic and eltyd8/sCongresgp04).

0 AGOA | V& ext ende 80 SeptembelL2D4Rd setxhe lmit foi commercial
quantity availability of denim articlesnaitlR;r SMEM?) (USCongress, 2006).

AGOA came with a battefeligibilitycriteriaFirst the beneficiary SSA countryetas stand

in the way of US foreign and security interestsit Sexotarespect human rightscooperate

in thefight against terrorism. Thindl most important foistiesisit waso show evidence, for

or should have been making continual progress to show eddeptanfmrofrketspolitical

and judicial 0 g oodo0d ingsinveppoverty medustiqpartlyr threughd | i n
market mechanisms such as-amadits anticorruption and upgrading labour standards.

Regardinthe lasit should have shown evidence for, or progress towards

protection ofnternationally recognised worker rights, including the right of association, the right to organ
andbargain collectively, a prohibition on theamséoof of forced or compulsory labour, a minimum age

for the employment of children, and acceptable conditions of work with respect to minimum wages, hot
work and occupational safety and healtbr{g8sS, 2000: 4).

But what iAGOA? As | will show in Chapter, Av6 OAds basi s is part
political. Economicaltiie US is competing with otjreilat powers and AGOA is meant to
stimulatehe US textil@pparel indugtand/ or ex@nd thesphere of influence of US TNCs
Politically, the US is taking fromniakes ope
it clear thaAGOA s also meant teconcile the demands of impgmwednangesome limited
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and policed accuation and/ or poverty redudtibmough lowage employmeameahgaself
maintaining system of internatiewel order, whitdavesrudemilitaryinterventiomsa last
resortWe can add that such stability secures systemic social rédedmuefitimsdeads us to

the finategime on labour.

3.21.5 The Regimen Labour

Within theregime on labainere are two interests for capitalsswhate: maintaining Hewvel
internationadociabrder and protectiNgrthern industnfhe fist interest is a broad interest of

the system not restricted to redenesoneo this oneWhat | broach hetbereforgfocuses

more on the second interegime evolutias a protective device for metroglifaability of
industryincludilg apparednd for maiahingthebalancbeetweenlasgorces in the Northhe

regi me revol ves ar orevwlhg droura thé staaed sa:morerecénp u b |

0 p r ionethatexclddsthe stateo some extent

First t heThiSipthebrain gnénchénoertha .one | will detarevblves aroutie

ILO, which waormed in 191Truethel LO was predated by six 0
the 1886 First Il nternational 6s therlOp Bedira | f
Conference on international labour legislation, the 1901 establishment of the International L:
Office, the 1904 First bilateral labour treaty between France and Italy and the 1906 first multile
treaties on night work by womenusadof white phosphorao8te\is and Boswell, 2008)
Howevet, h i s 0 firstdrystallsed infLAL2. e

ILO decisions are taken at its annual general assembly (International Lab@iuGDoafetence

at its executive council (Governing EB@dy). of the national delegations at ILC has two
government representatives, one representative for employers and one for workers. All four n
and may take different positorés B refi aR000).Thusthe ILO brings together governments,
capitalist andnternationalinion confederatiod$e lattebring national union confederations

together. The largest and most attileseonfederations thelnternational Trade Union
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Confederation (ITUCITUC, previouslgxisting as theternationdfree Trade UnionKTU),

splitfrom the World Federation of Trade Unions (WFTU) in 1948. The World Confederation of
Laboul(WCL), which stresses spiritual and humanisticisapeat smaller uniaithgreater

affinity tolFTU/ ITUC thanto WFTU ( O 6 Ber a/2000) It is imperativbatwe understand

why this split took place.

Contemporary trade unionism traces itbacktso Ro ber t Owendos form
National Moral Union of the Productive and Useful Classes in 1833, and, theftoasequent
birth of the English working class movienteatsame ydbieilbroner, 1969; Taylor, 1982).
Unlike modern unions, its goals were not limited to hours and wages or to management prero
and other general working conditions. Rather, at bgeaant instrument of not only social
bettement but also of social chdimgecollapse of this movemvastfollowed by the Communist
League in 1836 which diedin 1B48& | nt er nat i onal Wor ki ngmen
International) had modesicess before winding up in 1874 (Heilbroner, 1969). Braithwaite anc
Drahos (2000) argue that thefaeabtal change caused interna wiitifiin the International:
Marxists wanted to conquer the atatehists wanted its destrudinus. Stevisd Boswell

(2008) label 18646 as the period of challerthegjate and capital.

Braithwaite and Drahos (2@@@ that it was after the overthrow of Marxists and anarchists by
Fabian Socialism during the Second InternationB®1438%at unionshifted focus frothe
nationalisation of the means of productioairtgorovement of wages and working conditions.
Stevis and Boswell (2008) label this psriod of reformitingstate and capifBihey show that

this is the timihat Northern labaouprotectionism was hand also the context in wiheh
contemporary architecture of the global union network came int®hexistenwethatirkt

came thinternational Trade SecretaliB8s)(called Global Union Federati@Gt$s)since

2002) which bring together unions in a particular I9&sowersoon followed by umbrella
national union federatioretional organisations of various sectoral unions. &ekisibef

unions from the Second Internatiedato the formation ofethinternational Secretariat of

National Trade Union Centres in 1901, ref@htech 1913 chiefly to marginalearchists
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Unlike this union netwothe tSecoridternational had membership from Latin America,and Asia
but like the networkalso mangalised anarchi$EsSTU was reconstituted in 1919. Communists
were excluded airistiarunioniststayed awafprming WCLIt was IFTU that represented
labour interests at ILO formatidhe Third International, formed in 1919, formed the
InternationaCouncil of Tradend Industrial Unions in 19PQStevis and Boswell, 2008¢

key point is th#te preWar shiftof unionisndealdeaves us with little woradetonhy its co

option in the ILO by capitalism during the Versailles negotiatbas wiffscalt.

Now, he split occurred at the beginning ofStéwas and Boswell (2008) call the period of
fighting along with the state (#8)5The vehicle fdightingwasWFTU, formedn 1945to

replace IFTUyy the mergingtbe US Congreddmdustrial Organisati@i@) with British and

Soviet trade unipas a grand alliance of labour to mirror the grand alliance of nations agail
Germany and Japaox(A977)The disagreemevds therefoadoutsympath forcommunism

that was cominginSoviet uniona g ai n st .IBiaibwaite andnDrabas €£800) are clear
thatamajor concern behind establishing the ILO was that as capital gets internationalised, th
to the bottom might faltarthe hands of communism agitatoosmigt use it to accumulate

Thus th&VFTU was left tanionsympattic tocommunism, aliifU became the International
Confederation of Free Trade Unions (ICFTU) indl&349 and Boswell (2008) add @#atU
remainedeak in the 1970sda80sThey alsadd that 2006 ICFTU joined with the second
largest unioiVCL, and otherso form ITUG while GUFs form#teCouncil of Global Unions

in 2007.

In adlition to the tripartism abowbatCo x (1977) cal |l ssthéle@alsbr al i
works wth corporations direetly h a t Cox (1977) calls ©o6enter

from World GmpanyCouncilsWCCs)that weraset up in the 1970s IGyss to coordinate

unions within the same corporatitrough WCCwere unsuccesstntwereabandoned bye

end of 1970$({evis and Boswell, 200@&)jr successioaveontributed imanaging labasthe

ILO prompts thenrT he Gr oup of Seventy Sevenodos (G 7°
UN Code of Conduct for TNCs were effectreébed by the US. Insteadl1976,the
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Organisation for Economic Cooperation and Deve(Qipadt established Guidelines for
Multinational Enterprisesxdin 1977 the ILO adopted a Tripartite Declaration of Principles
Concerning Multinational Entezprasxd Social Polidyese initiatives culminatddinO6 s 19 9
International Labour Conference downdiz number of standards to four (freedom of
associaticand collective bargainioced labour, child labourdasctimination in employment)
(Braithwaite aridrahos, 2000Y hese four become manifest in eight conventions which Kenya hs

ratified with the exceptionGnvention 87 on freedom of association.

But what is IL@t is primarily the expression of the corporate state, the deadnbeinstithe
internationalisation of American capitalismexpression that is complementeatepgrise
corporatisml. will useC osxcase study of American withdrawal from thie 1€Y5to
demonstrate thiSox (1977: 394)show thatthe reason givdor the notice to withdraw
6fundamental concernd wi t-tvash imere ideadogicaksiatemento f
whose ©o6real meaning can be seen to be im
capitalisemiA me r i ¢ a noreignapolwy ad stresged American interests firgpnahternat
labour solidarity seddritbwever,ot understanthe ILO more fully, we have to grasp the
Gramgan concept of hegemassymmarised 6px(1977: 387415. Itis the

unity between reatl forces and etkpolitical ideasin Marxian tems a unity of structure and
superstructurén which power based on dominance over production is rationalised through an ideolo
incorporating compromise or consensus between dominant and gobpsliniatethe hegemonic
consensus, the dominant groups makes some concessions to satisfy the subordinate groups, but not st
endanger their domination. The language of consensus is a language of common interest expres

universalist terms, gfiothe structure of power underlying it is skewed in favour of the dominant groups.

And tipartisms Cox continuesn ideology based upon a dominant historical tendency, namely tt
emergence of a corporate form of state in both developed anopaddevdewatt was
perpetuateas ajlobahegemonic mobgthe American Federation of LaBii(AFL-CIO) in

concert with US business interests and the Central IntelligeficesAgasayitially through
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AFL during World War Il astiortitheeafter, but it gained momentum from 1954 (when AFL
and CIO merged) under lb#Eisenhower atite Kennedy Administratiohise focusn the
prel954periodvasVestereuropewhilethat ofpost1954 was the rest of the wepddicularly

Latin Americahere the only way to penetrate and install such corporatism was to execute a nt
of coup de tats countries such as Guatemala (1954), Bra#l),(B38&h Guiana (1963),
Dominican Republic (1965) and to some extent ChileT(1®TB} was iratly not a member

of thelLO, but it took a domineering wdierit joinedt in 1934 and began internationalising the
New DealHenceboth the ILO and international union confedersticmsas ITC, have
sometimelBeen at odds with AELOS anilaterédm.Nevertheledhe unilateralism has often
succeeded becewsgemony in international organisations works through bureaucratic contr
rather than majority votiiipe conclusion Coames t@s thatthe ILO lacksthe capacity to
confront the realussarea around labasrsuch initiatives have ended up being diverted into
programmensistent with the hegemonic ideology and powerCGebatip8g7: 398) also

adds thatipartism works because

organised labetroadly representing the upgléof the work forcghares in the fruits and, through its

uni on | eader s, shares in the management of the
with the hegemonic coalitiorgood times, the upper half supports socialonsifaide some solace for

the most vulnerable among the lower half while keeping an eye on them. But in time of crisis, these
programmes are pared according to the exigencies of an economy conceived in terms of the interest:
dominant groups

Cox contends that, in fadt,L Otbigartism is ambiguous. In one sense it can mean
institutionalisation of confliberecognition of class struggle in the production process which cat
be regulated and moderated by collective bargaining. nsadtheeans production is non
conflictual and workers can be harmoniously integrated with management througa public po
corporatist interpretation. It is the latter however that hasigsnpreostWar capitalism

Cox also argues thathe South, it is state corporatism that predominates against enterpri
corporatispand that ithin thisstate corporatism, there are no authentiof Vamesas nions

are either manipulated by metropolitan unions or palif@e®cuth
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O 0 Bnred a(2000) show a p i trecénfaikedatfesipto increase the effectiveness of policing
the regime throutjieIMF, the World Banknd UN Summi{see also Stevis and Boswell, 2008)
TheIMF Managing Director Michel Camdessus edientpte IETU to cooperate uew of

SAB dur i ng "Wdld Jobgies3hidwas later dismissed by delegates. IMF wanted
unions to limigovernment corruptiandthe misspending &AP loansvhereas the unions
wanted a change of SAPs to stop the rackatboth They could not agr@e. the part of the

World Bank, itprivatisation of government servicalearahconsultation of uniomsthe
implementation of SARS always been in conflictkétmionsAlso, there is no department in

the Bankhat is concerned with labidoweverni 1995 the Bank included labour issiiss

World Development Repant following the Asian crisis, the Bank started to include labour right:
and limited social seégun those thrown out of w(m&e also Steand Boswell, 2008) O6 Br i e
etal 2000) al so s hoothe 1D9% b Warld Socidl Delveloprmeemt Swenmit in
Copenhagen, which resolved to support basic labour rights and ILO Thisfemtiedsthe

basis for the attenpinclude sodal clause theWTO.

Thus he WTO iscurrentlyperhaps the next most formal route of managing the labhe regime
failed ITO had something akin to social) ¢Bieses and Boswell, 20@hcahe WTOisa

more legal entitganthe GATT, somehave argued that this shift displayed a change from an
informal club to a rilased, legal international organidéiamew is that the shifsplaed

exercise of powmrinformal consensus building on actual internationalettadssing it on
informal consensus buildimgules that would goveucht r ade ( s ee#a/20005to OO B
is within this contettat we need to understand the attempt by the North to bring labour
surveillanan board the WTO rulgiacehe 1996ingapondinisterialThesociatlause was an
attempt to commit states to respect seven ILO conventions (87, 98, 29, 105, 100, 111 and
around the four ILO core standtr@s 2009)

Policingthe &bour regime through the clause is one of the cleamrst ofdicatcontradictions
ncapitalism that will never be resolved wi

trade is responsible for the race to the bottom in thEh&osithdvantageous to the North
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because it facilitates contingiobal and Northeaccumulatioft is alsoadvantageous to the
South because theory the region ocaxploitsuch cheap labour to accumlatet is
disadvantageous to Northern labour because it takes jobs id tieec8wdtie Northand

hene the WTQ will in genergdush for liberalisation axtlusion of the social cladsst
Southern countries @aifloreject the claustoweverhe North, or at least sections of it, will at
times be seen to supfi@tclausen association with madtitan uniong.he way | interpret

OO0 B refiaR000P s ¢ h r o Sirigapordinisterial ist tHétee clause could not be adopted

not because of Southern oppo@tipported by some Northern states in particular the UK and
most Northern busiresgdut because overall Northern interests prevailed upon Northern labot
demand@vith Fenee Norway, Denmark and ibdSupport)Howevern another sense this was

an achievement for Northern laboupmatite regime on labour as a Wwhoise thevas a

mention of core labour standards findahgeclaratigmas well as enshrining cooperatiothavith

ILO. O b B refia000)conclude by saying thetenshrinemeptovided ground for ICFTU to

follow up and keep the issue alive by corntisegllyg labour issues into the trade policy review
mechanism hearimd@wevert could not go beyond this enshringmaethy because the Bush
Administration lacked tleeveof Clinton, effectively leading to the exclusion of labour issues fromr
the Dbha Round, which merely restated the Singapore enshrinement and the ILO cooper
(Bartoret a/2006 Stevis and Boswell, 2008

The intention of #hthesis is not to downplay the positive flipside of maintaining minimum
standargdsut to show howeh r e gi meparfly contibute® thegyunderminingf
accumulation in the Souitis thesis supports labour upgraaihgot for the reasons given by
capitalism. ICFTU, for example, cajoles the South to support the social clause ontthe grounc
trade sanctions will be applied only to the most obstinate aftkrmdiens years of reports,
consultations and multilateral assistance. It also aseesthieae is no attempt to legislate wage
rates, the North will still be subject toaropettionAlso,at itsWorld Congress in 1996told

the South that the greatest competitive threat to low wages is feliovtheo8ouites where the
Indian delegate accused China of swdAgkwompetitiofhe other reason given was thatdLO
monitoring activity needed todmplementddy t he WT OO s e r(its disputee me n |

settlement mechanism and the threat of sgnQionBer 4/2000) None of these makes sense
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Saithern labour needs to be upgnacketbr these reasdiut because it is the most ezgloit
segment within global calaibadur relationsn Grantgan concept of hegemony,nibst

subordinate of the subordinated groups

There i s a :tPhAsandfFreedTpadebAbreem@Isg).dhishas been explained in
AGOAOGs eligibility cThafduthsuccassfilmu bitee whishrie c e d
purely an informal way of runningetieneis that of categorising countassxplained in
section 2.412.

The major devploents that majk i vpalitirgg @f the regimueas follows=irstly within the
mainstrearthere were three developmentsalMdedevelopment driven by uniob@6ids and

70s inwhich wenentioned WCCEhe 1970wvitnesseithe secondevelopmentiden by TNCs
themselves under what is today@aRdowever TNCwere prompted thellLO, in1972

1977and 199G her e was OECDO s ,gndtheGnpt 74 dhsy efl fsoor tisn a
when the parallel Global Compact code was embradég y2000. The third development

was the adoption of the European Social Charter(8teM@®2nd Boswell, 2088%ondly,

there ishemore effectiviep r i v aof thee doose soaidl movement around which one finds the
work of independent regdeanstitutes, NGB and unions not recognisegobgrnments and

international uni@amd organisatistiuctures above

It is importanthatwe grasfhe manner in which capitalism juggles with the issue area at vario
fronts. Bkethe kneejerk reawtim revitalise the IL@henthe WTO social claudailed
According o O deBa/(2060), IL@G postSingapore response was alautavation and
supervisory mecharnisraugh annual reviews of thecfmetabour standards well as their

status ofatificationT hi s was pushed by employersdé grou
supportby governments from industrial coumtniésnot only opposed rbhgst Southern
governmen(exceponsincluded India and Chiba) Asia, including Jagarshed for a review

(and weakening) of existing ILO mechdnighis. balancing of contradictory interests, those
opposing lasandthe ILO adopted aewdeclaratioron core labour standards in its 1998
Conferenc@&here waalsoa proposal for institutalising social label(isee Baser a{2002))
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where the ILO could oversee and régdlhieshoving of thiellcrumof the regime frotne
ILO totheWTO brieflyandquicklyback tahelLO is very interesting

3.22 The Unchanging RoldalePeriphery within Regim&trumentality

Let us briefly look e role of the periphethin regime instrumentalityill usépreferena@s
under EU PTA and AGOA to make my paieterendio little good to recipients and actually
bring harm.r8nton and Ikeld (2006) and Hoekman and KosteckiO)2ifreel will use
Hoekman and Kwmnsngrec ki 6s (2009)

Frstly,theRoO may be so strict that it might be cheaper to pay MFid&if€3 aa 35
percent Ot ar ily,po deugcutisv ae leingtidb)l.e Saerceo nadl mo st
by the North. Thirdly, tleeisuncertaty: eligibility and administrative rules can be changed any
time by the grantipgweror thepowercan erode thealueo f t he s e ang e yf er e\
undertaking MFN liberalisation or concluding PTAs with countries competiegqdedth

the beneficiaries. Fdyrih p r e f @ftenecante evghdntmade conditionality (environmental,
labourelated and political), which is a form of négigedttly, a share of the rents is captured

by importers (retailargidistributors)CaribbeaBasirexporters capture only two thirds and those
captured under AGOA are estimated to be lovierth®ixttan result in a country not exiting a
sectqror not upgradinigecause there is no need to do so. Finally, they divert trade and often br

harm to recipients when they are withdrawn.

There has been a recent discoursehelMiiirO on the issue mplamg @referendés wi t h  a
for track The latter focuses directly on the rpasar@untries cannot competgorld markets
(Hoekman and Kostecki, 208R).toincrease their capacity to,tradeargued, is the solution

Such aid is targeted at building and/ or upgrading pfrgsitatture (roads, airports, power
generatioret ceteyareforming institutions (for example increasing performance of customs
mitigating adjustment costs associated with liberalisation (for example giving fiscal suppol
policy advice), technasdistance (for example giving advice and expertise on traohel matters)

capacity building (for example training government officials) (Nielson, 2006). Thacklea dates
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to the establishment in 1964 of the International Trad@TC)n{fae centreas said not to

have delivereahd in the 1996 WTO Ministerial a need to fan the idea arose (Hoekman an
Kostecki, 2009). iBneed did not arise out of the Bileelevastating effects of thedtmpn
Washington Consensus, particularly the effduidletidiberalisatiavere getting out of hand

Ami nds (1974) theory of Adermounstnateld ahtati tlrenchied n
characteristic L isthe laws of unequal specialisation as between the centre and the peripf
whichkeeps thespgphery constantly in the same role, though in changing forms. The constant |
is to supply the centre with cheap commaodities, initially cheap food, later rawnmoaterials and
recentlgheapnanufactures. TipestWarchanging foswere througheGSP and other related
@referend@kloweverta higher leyBberalisation is more beneficial to the North and the system
as a whalelowevert alsoundermines the capacity of the peripuigularly LICs and LDCs,

to deliver on its constant bmeause it entails scrapgpmeéerend@shich contradict The

ingemity of thigs thatiberalisation combined withfor trade can sustain more or less the same
capacityhatperipheral countries posdassietfpreferenad@Butwhether cagitan continues to

offer @preferend&sr replaces them with aid for trade, none of thasetcawmmake any

fundamental impaaotthe accumulation interests of the periphery.

323 Major Trends in Global Trade in Apparel

It is important for me t@t® two points regarding this section on trendgikarswill at times

refer to the textdgparel industry, my focus will remain the apparel simhgstilyis is the
interest ahythesisSecondl am aware that there are two almostdiginobd u st r i es 6 v
apparel industry. There is theviage industry often found in EPZs in the South which focuses on
mass production of loweality and/or standard apparel. Then there is the dynamic, innovativ
industry targeting high quabishibn characterised by modern technology, relapesly well
workers and designers and a high degree of flexibility. The biggerttearisdbtizedd in the

North, often in clusters such as HRuoifieagna in Italy (Nordas, 200Mis thesis isoncerned
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with the formeé s-iubd y s tbruytd i n this sectiinduslitrwiebkDB

industry.

Table4: 13 Leadintpxtilegppare&xporters: 19687 hares aiorldtradeand ankings)

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) 32(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 (19992 Table

Global trade in the appaciistryjhas growtniemendousiy the lastO years, froldS$3 billion

in 1965to US$ 200 billiom 1998(Speneet a4/2002)and to US$ 345 billion in 20070fikis

and Barnes, 20089)additon t he Soubhaéddsndbhatreyd$ nmtheuf ac't
1960ghe Northdominated export©dhy the South accounts for three quartetd apparel

exports; for examplepercent in 2000 (HayasdiBauer, 2004hus the North still controls a
substantial part of the industry. What we want to highlight in this section is the fact that in the |
War era, the apparel industry developed in fivéghiageke 13 largest texdparel exporters

in 1997 (Tabléd abovg Spinanger (1999) shtwesfirst 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 1
challenge the dominance of Western Europe and the US, begitecénl iy d$ps. It is
already overtaken by Hong Kong by 1965. The chief facilitator of this dynamic is Japa
Ovol unt ar y 6 The gepoad phaser (2930s)risathenre¢ighn .of the NICs, who in 1973
occupied the second, third and fourth largesteekpserdé posi ti ons, col | e
percent share of world apparel eXjstss 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 perc
worldshar@gai nst TaawdnB&er éapser@epercent. The
the MFA. The performance of SSA and Kenya are insignificant as far as the table is concern
one of the developments during this phase is that the firstrp§Maroiins), under a
combination of MFA and EU PTA dynamics, begins some noticeable participation in the indust

Table Selowshows the latter two phases. Phase four (1990s) saw the emergence of India, Tt
Indonesia, Thailand, Malaysia, PakislaTunisi&nce it is India and Turkey that sustain this
dominance up to 2007 rtemergersarethe most significant mark. In 1990, India accounted for

2 percent of world share, Turkey 3 percent. While the dynamics dictating the emagence of i
these countries remained those reltteld oA, Tur key ds and Tuni si a
bytheMFA and accelerated by EUG6s outward pro

I will highlight twdevelopmesthat cannot be capturgdhe tabldue taheirinsignificancget

they areelevant to ihthesisThe first ishat he spontaneous respontbe kdFA under which

Asia relocated production to cheaper wage sites (seels®cti@s 3edponsible for the first
main wave of apparel exportiseniyald 1980there weraver 50 EPZs in the wadblatonly 3

in SSAin Mauritius, Senegal and LiljghaDO, 1980). Kenya was hit by the first-MFed

EPZ investmemtave from India, Pakistan and Sri Lanka inGI3Q3c&. 2000T.he other
develpment is that in SSAJyoMauritius, Madagascar and South Africa made use of EU PTA

(Mauritius was the most successful). ¥8,1B8ritius and South Africa were leading, both
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accounting for approximately 92 percent of the leading sixuSséxmris ansl 89 percent of

all 48 SSAaxportersm 1992 Mauritius alone accounted for 69 percent and 66 percent respectivel
Kenyads three percent share of the | eadincg
years to reackldw one perteast presenb¢thfor theleading six suppliers and for 48 SSA
suppliers) (Aut hUNBEBCOMTRADEcdathbas8huswhile paa2d@d o n

competition has pared down SSA exports under this regime, the effectelavaanya is

Tabk5: World apparel exports by top 10 couint2887(millions USh

Country | 1980 | 1990 | 1995 | 2000 | 2005 | 2006 | 2007 | % Change % World
19962007 Total
1990 | 2007
China 1625|9669 | 24 049| 36 071| 74 163| 95 388| 115 1092 9 33
238

Hong 4976 | 15406| 21 297| 24 214| 27 292| 28 391| 28 765| 87 14 8
Kong
italy 4584 | 11 839| 14 424| 13 384| 18 655| 20 035| 22 771| 92 11 7
Germany | 2882 | 7882 | 7530 | 7320 | 12 394| 13910/ 16 020| 103 7 5
Turkey 131 | 3331 | 6119 | 6533 | 11833| 12052| 14 001| 320 3 4
France 2294|4671 | 5659 | 5414 | 8500 | 9250 | 10647 128 4 3
India 673 2530 | 4110 [ 6179 | 8595 | 9465 | 9655 | 282 2 3
Belgium | - - - 3941 | 6715 | 7236 | 8338 0 2
Mexico 2 587 2731 | 8631 | 7306 | 6323 | 5150 | 777 1 2
us 1263|2565 | 6651 | 8629 | 4998 | 4876 | 4297 | 68 2 1
World 40 108 158 197 276 309 345 219 100 | 100

590 129 353 498 822 593 301
Source: Morris and Barnes (Z088) 5

The main characteristithef current phase (since 2000) is that China takes the lead and Mexi
emerges as a dominant exportex.beéfgins the lead in the 1990s, accounting for 15 percent of
world exports in 199&hile its closest rival Hong Kong accounted for 13 percent. By 2007 Chin

accounted for 33 percent of world explitesits closest rival (still Hong Kong) accour@ed for
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percent. Mexico accounted for 2 percent of world exports in 1995, and following the passa
NAFTA inthat yearthis rose to 4 percent in 280@therdess significant development is the
emergence of Vietnam, Philippines, Bangladesh, Sri hdnkRgnkPatéa, Hungary, the Czech
Republic, Morocco, Mauritius and about five CaBiatieaountries exporting apparel worth at
least US$ | billioAn evetess significant developnadthbughelevant to ithesisionetheless,

is that five more S8duntries, among them Kenya, start exporting apparel worth a few hundr
millions of USlollarsThe MFA fuels the emergence of all these, but the process is acceleratec
liberalisation (China), EU outward processing arrangements (European\auritius$ and

US outward processing arrangements (Mexico, Basimeathe fivB3\ countries).

Therefore, the US outward processing arranggresgsted by AGOA marked the second
investment wave in Ke@@OAwas more liberal than bothptiegious US G2d Lomé
conventions. The inclusion of apparel was missing in previsushil8& B&Bomplete removal

of landed dutgnd the Ro@xemptionavemissing frotnoth the previous US GSP and the Lomé
conventionéwvailability of cheap labwas another attractidoweverthecomponent of duty

free accesmgneffectual because SSA countries are not the only ones aEcorekeaitpis,

out d the six countries with which the d@rttared intaFTA with by 2003 Canada, Chile,

Israel, Jordan, Mexico and SingapdyeChile and Singapore are yet to fully enjoy zero duty
@referenden products also benefiting SSA under AGOA. The same applies to regional unila
PTAs similar to AGOAthe Andean Traeeferencesct covering ddivia, Colombia, Ecuador

and Perwand the Caribbean Basin Init{@®#®including Central American and CariBasian
beneficiaries (Corporate Council on Bfsid2epartment of St2@03).

In countries where there was apparel aggsemioigAGOA elicited supply response. In 1999,
SSA apparel exports to thestd& at US$ 584 milliokt theirpeak in 2004, this figure had
grown by80lper cent to US$ 1.8 billion. However
2004, for instance, ab®0 percent (by value) was taken by these six in the following order
decreasing share: Lesotho, Madagascar, Kenya, Mauritius, Swaziland ané 8duth @frica $
calculatiorbased orJSOTEXA, 20(6). The 2005 liberalisation brought stiff Chinese
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canpetitionbutso fathe effect is minimal. In 2005, exports détlipectent (by value) and 19
percent (by volume) from th@@4level. In 2006, the further decline was 12 percent (by volume)
and 13 percent (by value) from their 208%Aewdl $calaulatiobased odSOTEXA, 2009.

The nominalhineseffecisexplained big temporary export restraints by the North.

Gibbon(2003) claims that the first wave of A@sted investment boom in Kenya came in
200Q originangfrom the Gulf Stegand thathe seconthmen 2001 originating mainly from

Sri Lanka and China. This is not entirelydruevillhave occasionsimowin section 3.353.
EPZAdatashow that the firstvave canfiom Sri Lankia 2001 while the second was in 2002
and was dominated by Indian c&spacially becaus@@GDAS RoO exemptiongarly 100
percent of apparel exports from the country since 2002 gq forthradR|D9 percernih
2002(see Gibbon, 2003).

Between 1992 and 1999, Kenya expoaeerage of US$ 32 million annually and was ranked
third in the years 1992and fourth in the period 2998Vhen AGOA cammm a base of US$

39 million in 1999, Kenyan apparel exports to the US had grown by 607 pertbatgnaR004

of this expogrowth wherthe country exportedM3valued at US$ 277 million. This ranked the
country second (by volume) and third (by value) SSA apparel exporter to the US with a SSA sl
16 percent (by both vol ume anTEXAy2005u2006; ( Au
2007; 2008Moreover, the number of firms grew from 6 in 2000 to 35 in 2003. Employment als
rose from approximately 10 000 direct jobs in 2000 to nearly 40 000 in 2004 (ER4le 2005a).
in SSA, the Kenyan growth has dtleadng iberalisation of the sector in 2008005 the

country had ansignificant increase of 0.7 percent (by vbliraeylightly marked drop of 3
percent (by valdedm 2004 level&nd in 2006, théropwasll1.4 percerfby volumeand 3
percentoy vlue ( A u ts baleulafions based on USOTEROY).

Finally,tiis clear thahe North has contained the threat of losing the industry to tteySouth.

Germany and France have constantly remained among the world top ten exporters. Similarly,
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bigger part of this period, the US, the UK and Belggumthe lishnd although the tables do

not reveahem the Netherlands, Portugal and &gasubstantial exporters as well.

33 BACKGROUND TGKENYAN APPARELEXPORTISM

33.1GenerdPoliti@aland Econom&ackground

Kenya liesonteest coast of Africa. | .7 r2illod &ndts t h e
Gross Domestic Prod@DP at current prices in real and purchasing power parity was US$ 29
billionand US$%8.9 billiorrepectivelylfiF, 2008). Following the scramble fopatitioning

of Africa in 1884, Imperial British East Africa Company took charge of British East Africa in 1¢
The company transferred administration to the British Foreign Office in 1B9%jrmhich
transferred it tbeColonial Office in 1905, with Nairobi replacing Mombasa as the headquarters
1907. The country gaidadependerite 1963 with Jomo Kenyas&rime Minister. In 1964,

it became a Republic with Kenyatta as Enedidst (see Coger, 1996)

Kenyat wasdSyeaore pagtyke factdictatorshiBetweerfb4and 1973thec ount r y 0
annuateal GDP growth averaged 7 percent. After the oil crisis, between 19#Aneasd51979
percentGoK, 1997). Kwattaliedin 1978, anBaniel Moi took over and rule@#forearauntil

2002 Under his reigreal GDP grew annually at an average of 3 percent (see Chart 5 below).
Nati onal Rainbow Coalition (NARQREEIducatievano v e d
Kibakias the third President. Kibaki has received the US and Infenasiiiedain s t i t ut i
(IF1s) backing despite irregularities witketastien in 2007 (see Mclintire and Gettleman, 2009),
apparently for achievingreerage 5fpercent annual GDBvwgh during his first term (Chart 5
beloy and increasing Kenyads real GDP from
(projected to be US$ 52 billion in 2013), compared to Moi who had raised it from US$ 11 in 19
to US$ 13 billion in 2002 (IMEZ008).
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3.3.2 Industrial Background with Specific Reference to the Apparel Industry

332.1 ISIColonial Times to 1985

Followng the laying down of basic infrastryzautieularlyhe Kenyblganda railway between
1895 and 1903, oOwhited settl ement @eysnmenc
1975)%. Their consumption needs were met byarguotthousestablised in Kenya as early as
1905. Sootthe houses ave replacdyy ISI firms. These were mainly primary processing firms
associated with the first phase, @ntSivere first set udl 822 (beer), 192feaand coffee),

1932 (vattle bark and extyaghd1935 (meat)Swainson, 198@thers were set uplB09

(floun), 1922 éugdr 1938 planket, soap and leather gd@#8 ¢anned fruit and vegethpbles
1958 €igarettebaccandmatchgsand 196Qappargl(Ogondal992)

PostWar competition inigin especially from rising US TNCs in the late d858s more

British capital intoethmarket of British East Afflidégingstond956¢c i t ed i n Nyong
Nyongdo | ais eanednts expanidiagt intetnal markets at the expense of colonic
admnistration enforced saving, which is one of the sources of national.adeucitdation
Livingstoneds (1956 cited in Nyongdo, 1988
19535 Report, wbh n o t & daturdél conflict between the deserctmrage the African
population to save and the desire to encourage néwividgstonsettled for the latteord

Hailey wakater to endorse tideathatthe British premienterest was to nip in the bud US
economic influence in SSA (ageytH198, not Kenyan accumulatiarany everthe colonists

had amxtreme low opiniohi ndi genous Af r |beliewgthdithegcauldionlyg pr
contribute to capital formation through taxation and dpemgjsignblamed it on

The conservatism of the average African who is more given to sitting in the sun outside a leaky an

furnished mud hut, chatting to hippdwi Ralse Alm® kK

16 By the 1930s, settler farmers had taken over more than half of the productive land in Kenya (over eight million

from indigenous Africans (Sayer, 1998).
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foregoing these latter extravagadcpsttarg 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 pihit MayAllsop
sound obvious to say that the African way of life is indefensible andilthahlegehtorthwith to a
Western pattern. But it is by no means obvious to the African, who could, if he knew, point to the h
incidence of ulcers and thromboses in Nairobi European Hospital, and retire, content, to his hut, his wive
Players andstAllsopps (Livingstone, 1056t ed i n Nyongdo, 1988: 19).

Leys (1975) notes a brief disinvestment between 1955 and 1964 when settlers sold their land
stateand leftfButa cor di ng t of Ny bowdag( 9 &lBepvpea 1964 n c e
and 1975, capital begamindback. This third wave was marked by a diversion of ineestment fr
agriculture to manufacturingNy on g 6 o a thé Kenyare t edereodsinain 0 t o
imperialism that they genuinely respected private keogergferring tthe Governmeits

passg ofthe Foreign Investment ProtectiorGaet, {964) guaranteeing ISI firms the right to
repatriate profits, loanterasts on their loans anajppeoved proportion of the net proceeds of
sale of all or any pafrthe approved enterpAsea result, anttionalisation was widely reflected

i n  Ke n@oatifdeperidéitegelopment masterpifessional Paper NootZlitB65(GokK,
1965).The Act and later the Pgmeh o we d Keny at t aedostheccousadersafd i ¢
African Socialisan contradiction thahetted the appetite of foreign c&pital before the Act

was passed, Kenyatta never shied from expressing these (sedadiitans1964).

Narrowing down to the texdibgparel dustry from this point onwards, it is notedhthat
disinvestmeheysis talking abowtas in the economy generally. As for thappatiéd sector,
investment was actually growing. According to Helmschrott, the first investment in the sector \
196Q a spinningnd weavingill called Nath Brothers Ltd. Then came United Textile Industries
Ltd (UTI) in Thikatown(1964), Kenya Rayon Mills Ltd in MomBag#1964) and Kisumu

Cotton MillgKICOMI) Ltd in Kisumity (1965). There were also blamkating mijlanong
themtheNakuru Industries Litd Nakuruown,established in 1988dwhichwas andremains

the biggest in East Africa. There was also Shah Bhagwanji Kachra (E.A.) Ltd (1965) and B
Manufacturers (Kenya) (1tfl66), both in Mubasawith the exception of the blanket industry,

the textile industay that timevas essentially limited to the manufacture of coarse cotton fabric
and to someextent, rayon fabrics. Cotton fabrics were mainly bleached and dyed and served ¢

linen |, curtain material s, table | inen, for t
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khakiclothfor jackets and trousestsorts for men and boys. Rayon materials were chiefly coloure

women fabrics andevesed for traditional appsuél askiko/(Helmschrott, 1970).

There was minimum link between the textile and apparelb&ibsed®r&nd the latter is

older than the former

As yet the textile industry is only loosely associated with the garments industrykrttigetiuarbat

hosiery factories are already purchasing a notable proportion of the necessary yarns, particularly rayo
from spinning mills, but the rest of the garment industry (predominantly shirt manufacture) uses fort
materials almost exoblgiv his is because the coarse fabrics offered by the East African weaving mills are
suitable for shirt making. Not until early 1967 did some of the weaving mills reluctantly extend th
production programme to fine poplin shirting, with thhagsnlsb far as domestic products can compete
with imports as far as quality and price are concerned, the East African garments industry will rely mc
domestic fabrics in fuure

The tailoring trade and to some extent also the garments Eakisifrioa are older than the textile
industry. Even today they still procure a large proportion of their materials from abroad. This demonst
that the tailoring trade and the garment industry by no means owe their existence to the lieytile industry.
were rather placed at a disadvantage than benefitted by the building up of a domestic textile industry.
repeatedly been stressed thatscédegtextile industry in East Africa could be established only because th
domestic price level fdirits was raised sharply with the help of high duties and quantitative import
restrictions as towards third couritighe materials purchased by the tailoring trade and the garments
industry regardless of whether they are imported or domestchaatebatome more expensive. From

this it follows that the building up of a textile industry in East Africa had no stimulating effects on the tailor
trade and the garment ind(tsgynschrott, 197686,60-1).

00 Co n n o corrdbdr@ededmschred s  f .iHe drguatbptsby 1964, the small textile

mills in Kenya&njoying @xtileapparel industry import tamititectiorof about 33.5 percant

engaged in the production of cloth from imported alresiabént ordysmall proportiaof

the outputo beused in about 20 factories in the whole of East Africa to make underwear and sh

Much of thie local production wasteadised by innumeratdilors and dressmakers

1977was the watershed for the IS|4@ppiggel sectore tBovernmetdok drastic measures to

protecit. Until thenkKenyd s i ndustri al protection policy
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complemented by refunds and remissions of duty on rawandhfarifisr supplemented by
quantitative contsahrough import licensingport quotas and allocation of foreign exchange. In
the case of the texdiparel sectonports, especially of applaael been permiftaat had now

to be restricted furthespecially new ones féAas well as seddrandones from elsewhere
following complaints from local industries. Other raw ,rsatdrials fabriegere also being
dumped in Kenygenyaargued that if the North was protecting itself ttlieldRA, the
countrycouldalsodothe samenilateally. Theidea was bolsterec pyediction thaalthough in

1976 local fabric production could only meet 40 percent of local demand, projections showec
this would rise to 83 percent by the end of 1977 and 100 percent by 1980. Therefare, Kenya |
therate ofmport duty during the 1976/ddget from 45 to 60 percent for woven fabrics, from 45
to 55 percent for knitted fabaos from 50 to 70 percent for new gpplaitel 100 percent duty

was levied on imported seksandappargMinistry ofCommerce and Industry, 1977).

In addition tohesead valoreimport dutiesn the same yeaanports of fabrics costing less than
Kenya Shilling€$h$ 15 per metrand apparel costing less than KShs 75 perpibamnad

an antdumping strategAdditionally, a quota allocation of foreign exchange with a ceiling of KSI
20 million was recommenadédyhich75 percent waseant foexisting importemshile 25

percent was to be reserved for new comers (Ministry of Commerce and Industry, 1977).

This move paid off (Tablbelow). Although by the ttheEast African Commur{lBAQ had
atrophiedh 1977Kenya smajfor integrated nills c ont r i butt h @ nc @u n tf raypd g
apparesubsector had risen to 60 pef42mmillion metersf woven fabricdo meet the 40
percent shortfall, two maréswere set uplanyuki Textile Mills equipped with setamadl
spinning and néNorthrop loomsand Rift Valley Textile Mills Limited (RIVATEX) equipped
with new machinery from Eurédpso, African Synthetic Fibre Limited specialising in yarn
manufacturirmpdSunflag Textile Milighichhad spinning, weaving and knitting capacity all under
one roofvere addedhe total number, by around 1980, rose to 14.IEQMIKRVATEX,

Thika Cloth MIs (TCM) and U1) were majdirmsand 12 of th&4 had total production
capacity of about 14 000 tonnes spu(Ggadn1983). KAM claims that in 1983, Kenya had a
total of 52 operational textile ifulssumabigtegrated and niomegrated KAM, 2M6).
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Table6: Imports of newsfcontiand appardl97280 Q00KShs)

1972 1973 1974 1975 1976 1977 1978 1979 1980

Ready 36780 | 49862 | 73341 [ 91000 |117000| 160000| 89000 | 52000 | 69 000
made

garments

Second | 9610 10844 | 21389 | 22000 | 41000 | 15000 | 6360 2927 2320
hand
clothing

Total 46390 | 60706 | 94730 | 113000| 158 000| 175000| 95360 | 54 927 | 71 320
value of
imported

clothing

Source: GoK (1983:18) (original data from Annual Trade Statid9&)1972

The 14 mtegrated nslldirectly employed akldu000 people, which was about 18 percent of
manufacturing employment, and the gross product for 1980 was in excess of K&ee500 millic
Appendix C)n addition, hile somsuch aRIVATEX had modern machinery imported from
Germany all with the same date of manufacture, others were equippebdandspsatagd
machinery and ol d power | ooms. Onas48 yeéirs t h e |
old, while its Japanese made looms were 18. yd@@GMIldhad fivelifferent looms from three
different manufacturers with manufacturing dates ranging from 1965Gb 1&uB four
different types of draw frames by different manufacturers with manufacturing dates ranging
1950 to 19760verall, howeveheiGovernme wassatisfied h a t Ot he signiftf
contribution of the textile sector has been the virtual full realisation of the Government polic
import substitution, as increased local production of a wide range of textile and garment pr

haveredued i mportation thus | ed to savings of

In addition to the 19blicy, particular attention was paid to theatgpditel industry time
fourthDevelopment Plan of 1:8A94GoK, 1979)T hisimprovd productiorcapacityarticularly

for polyester and nylon textile mills, which became cAmipogigak in the ealB&s the
textileapparel industry was the leading manufacturing industry, accounting for 30 percen

manufacturing labour force, awthg ¢ its composite nature, employing 200 000 farming
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household#. was alsthefifth largestoreign exchange eaBRZA, 2005a; KAM, 2006SI
policies offered effective rates of protection ranging between 72 and 93 percent (EPZA, 2003a

Let usharrov down furthdo the apparel subsedimstly concernirthe number asdbstitution

levelof firms aound 1980, there were about 350 apparel making uritengeressiuding

tailors (GoK, 1983; Nacken, 1982). Although populdtizerdrom 1million in 1972 to 16

million in 1980, it was thought that these unitsremtl local demand for appgdretefore, as

late as 1983, tlB®vernment was insisting on further protection by restricting imports. It argue

that since

Kenya grows the oatfibre, the textile industry holds out the prospect of accumulating foreign exchange f
use in other areas of industrial development, because far more foreign exchange will be saved by the r
in cloth imports than could be earned through gxiperéimount of fibre consumed in textile production,

even after allowing for the import cost of textile machinery (GokK, 1983: 1).

It produced the data in T&@A®ovas evidence that over the-89Ti&riod apparel imports were

growing and neededdeirtailed because Kenya couitsaeaand.

It is important this point does not bypass us: from producing 40 theredmicofieeded to
integrate the industry locally in 1976, to 60 percent in 1977, to a projection of 83 percent at the
of 1977 and 100 percent in 1980, and now this resolve here to create 100 percent local af

consumption demand, Kenya was on course to build a classic ISI model in SSA.

Second)yccording to GoK (1983: Jlthe estimateshnuaproduction capacity of th@&n units

was as follows:

2.5 million dress shirts

750 000 sports afmde shirts

700 000 trousers

213 000 jeans

50 000 suits (worsted)

3.5 million pieces of mend6s inner wear
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900 000 ladies outwear

1.5 million pieces of ladies inner wear
250 000 piece$ ahildren wear

300 000 dozen socks

250 000 piecessweaters, polers and cardigans

Thirdly,t h e s ushlssermovemwas Substantial.theearly 1980s Germany was the leading
apparel importirend exportingountry in the worldeeappend D). In 1982the country
commissioned Nackenstodythe Kenyan apparel industry with the hope of indteasing
investmenh Kenya aracquing cheap importsle compiled data from 129 apparel companies
employing approximately 10 000 people,halthbug4vere visitetle worked on approximate
figuredor the annuahleturnover of the apparel industry in8928 follows:

Domestic KShs 914 million
Exports KShs 14 million
Total KShs 928 million
Possible turnover with5B0% unutilised capacity KShs 619 million
Possible total turnover under full capacity KShs 1 547 millioh

Againthis is a classic case of successful ISB® |gE3éent local consumption!

Fourthlywe havéhe share of apparel exports in tptatsexheir nature and their destination.
Apparelxortswere 0.7 percenttofal Kenya exporsdthey weréor the articles shown
Table 7 belovwnainhytariffline846 the bulk of which was $kiets as shown in Tableelow
Excepfor Teeshrts, exports were restricted to Afracaly to EAGeforets collapse. &leshirts

7]n 1981, 1 US$ was equivalent to 7 KShs.



were destined mainly for Euomee 80 percent went to Germany, which was 42 and 38 percent c
total apparel expantd979 andn 1980 respectivaiyom 1980, Germaduyesstopped orders,
citinglow qualitycomponents nbeingguaranteed dtee local supply inadequacy and import
problemsyidths of local fabbeinguneconomickdading ttiigh wastagend high production

costs due to poor work organisaadhence prices-30 percent abotree Europeamnes

(Nacken, 1982).

Table7: Apparel exports, 1950
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1980 1979
Article Quantity @00 units) | Value QOOKShs) Quantity @00 units) | Value QOOKShs)
842: Outer garmen 20 1219 9 743
Men
843: Outer garmen 1792 1045
ladies
844: Undergarmen{ 145 891 202 1089
845: Knitted 120 1186 66 739
garments
846: Teeshirts, shirt| 830 7131 1001 8 375
and others
847: Handkerchief 1110 840
shawils, ties, others
848: Qhers 986 688
Total 14 315 13519

Source: Nacket9B2: Appendix )V




134

TableB8: Export statistics foeBhirts, 19780

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 %)

Suhbitem 846.211 (Bhirts &
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 00Qpieces

60 000 pieces

846.211 exports to 15 Resi(

countries

11 000 pieces

24 000 pieces

Total export of 846.211

842 000 pieces

682 000 pieces

Sourcéddapted from Nacken (19829p8

Fifthly, onthe demise of the nascent expoNiaoken condad thaEuropean investment in
Kenya was not feasibtethefollowingreasondetter incentives elsewKemrya had banned
import of used machiné&gnya had @mplex custom cleardoogergeographical distance
between Kenya and Europe compdeed tistant counirsesh as Portugal, Morocco, Tunisia
and TurkeyEuropean busiressganted toise existing production capaaotythere was lack of
suitable fabric and fashionable triminlpse look at this list shows two types of dsnstrain
There were those that related to the failure of Keagaldmgrstagomplex custom clearance
and failure to provide good quality and compptiteelyfabricend as a Developmental State
(banning import of used machinengn, there wehese that related to the fact that the GVC
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spontaneous spread had not yet reached Ke

i ncentives el sewher e éxpandngd préatiucttapaceyans 6 | ack

According to Nacken (198Rjere werkmited pssibilitiegor subcontracting. Although no
bonded warehouse production tmultaced in 1982, such production was permitted for
companies intending to exp@dt percent of their produltthiad to be cleared by the New
Projects @nmitte', customs security had to be in the form of bank guarantee, there had to be
percent minimum net value added in &whyendling fees were 0.25 percentFdditied on
Boardexport valu@ne of thefewbonded manufactameho existed irf80-1 stopped export
production déiig administrative difficul@eglstarted producing tbelocal markeAnotheione

also closed shop wtenGeriam contractazomplained @oor quality and uncompetitive prices
The only possibility was for Kemydustrialistto independentiupply Germany and Europe
withexportsinder EU PTA

However, since the GVC spontaneous spread had not yet reached thenyaumrvgaatft
with the enabling state and Developmental Statentpesfpartism wdd not have been
possibleAGOA simply exploited the spread of the chain in Kenyatiadtd@8slone othe
enabling state constraints (lack of, faypexempting Kenya from the RoO requirement.

Before we turn therevival of apparel exportin 198, let us finally look @dustryiabour

relations under ISlhisreveals that labour repression played a key role in sustaining the moc
Without confuting the validitydy ong6od6s argument that the 1
duetoknyan elitesd demonstration to i mperi a

believe that a more important reason was the struggle of capitalists in the North tg salvage ir

8 An interministerial conittee established in 1968 to bargain with TNCs to secure protection through tariffs/ bans

duty exemptions, Government shareholding, AfricafdsddignL angdon 1978 cited i n Ny
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because of the stagflation of theotinmg tdheun-sustmability of Keynesianiimvouldhave

beerioolhardy for capitalism to afisimgwagem the South.

Unionism in Kenya hega the 1930s with Asian construction workers under Markhan Singh
Their first strike was in 1934ter nions of indigenaffricansprang uled by Chege Kibachia

In 1950, a general strike of both Asians and indigenous Africans under the East African -
Union Federation led by Fred Kubai and Markhan Singh tdbisglecpled with thegrising

of the main artblaial movememifau Maidedthe Attlee Labour government in Batséml
expertsvho colluded with parttbé union leadership crafta 6 g ediucionisgpact(Chege,

1988). In the first pactAfrican elites were to abandon rebellion in exchauljEcébr
responsibilitwhile thempi r e benefited by setf)ing up mor

Tripartite agreements continudgplosicolonia KenyaOne wasformulatedn 1964 Private
employemnd locajovernmentsere to increase workforcd®laynd 15ercentespectivelgnd

unions were to carry a total ban on strikes and freeze demands for higi2amemEhemfor
1965,the Government publishedThede Disputes Atct reflect these agreement970/71

anaher agreement was n@aernment atldeprivate sector were to increase labour force by 10

percenandunions were to extend the same gaedwile 1964 pgcNy ongdo, 1988)

Theacmavas in 197WhenheGovernment ameuithe 1965 Act to close in on striking workers
Theamendmeptovided for a more or less permanent freeze anduagetsited a complicated

and crafty negotiation process that reduced strikes to mere thporetidakeyseal975;

Ny o n g 0)oln particul8r8the 1965 Act prohibited dtrikes 6 essent i al serv
such sectors were instead to report the disputabouthBlinister, who woudttle the matter

in 21 days or refer it to the Industrial Court that had been created tHerstmneuyeose

The trick is thahe Industrial Court judge/magistrate sits with four other appointees, two fror
Central Organisation of Trade Unions (CQIGpvernment controlled umbrella union formed

in the same year, see batwhwo from the Federation of Kenyan Employer$ HEKIB)/ 1
amendment empoweredrihester to appoinhé COTU and FKE representhiifese was
another tripartite agreement in Decemb¢éChogF8, 1988)
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Total demobilisation aftive unionisoamen 1966when herightwingKenya Federation of
Labair and the leftist Kenya African Workers CdogmreskCOTU. It wasFKE that lobbied
Governmento formCOTU. FKE was originally founded in the 19503NCs led b¥tast
African Tobacco Compamfle TNCwantedo influence @vernment iits favouy clamypon

workerglLeys, 197%andcreagan African comprador bourgeoisie by appointing state functionarie:

and politicians as directors and board me
which began in 19&8d concerneath the East African CoonnMarketcomplemeadFKE In
1963 K Addiicern was focused on exerting presdine Government to increase

protectioism The associatidid not achieve the status of FKE in industrial reletyns969
it hadovershadedthe Kenya Nation@ahamber of Commerce and Industry which was left to

smalkcale African businesses engaged mainly in merchugt capitgl§)o, 1 9 8 8

The demobilisatisnited Kenyattdhodisparagete participation of masses in active politics and
the activism dieuniony L ey s, 1975; N Y @onggitdtion, gavé e3 ¥esidentC O
powers to appoint top officials (or confirm their pleChmput the final seal on the
Obourgi esi fi c,aabdivemtrm@ll with inteanationalrcapitaksia Asette Bank

urged Kenyao keep wages | ow (Nyongdo, 1988).

Looking back over this-p886 background, in a nutshell, from the 1970s to about 1985, Kenye
was pursuing a successful ISI strategy. An attempt to fasten éxpedrly 1980s through

MuB floppedrinally, we have seenuhiansveredemobilised bghove albeingorced to join

the umbrella statentrolleOTU in 1966

Apparebaortisnbegn in 198, following the introduction®APs. SARsllonedthedogma of
market liberadison. As a resapparel I1SI collagskwas replaced watkport promotipmhich
operates undiie GVC modelKenya would henceforth be expo#iseistangent RoO when
acquiring inpufBhe whole point is th&t was based on domestic inputhénapparel industry,
whi |l e t odislpaSes oneforgmo inplitss sindermingde embedding of the industry
within Kenydt also exposdge countryo accusations that it is a transhipment point for Asian
exports. It took the 2000 RoO atiexx by AGOA for the country to overcomecthisation
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This exportism is our concern from this point onwards, both in this chapter and the rest of

thesis.

33.2.2E0I:1986to Date

To start withtiis important to henequivocal abdie natw of EOI strategies in the SQuth

the one hanthereare countrigDevelopmental Statek)chemployed export promotion as an
instance of industrial policy, that is, on the basisdgEtat guidance, the most successful ones
being those thatF | owed t he (séelessoprany SGOG Oretlbe otimery Haed,

and for the majority of the South, including the case | am analysing ihettesretogdgn and
internally liberalised economies where the factors of productibpnsseppesed to seek out
their niches purely spontaneously. In theory, both categories of E3kshEtagitss an early
industrybutin pratice it is the former categioay has reaped significant ffis.is theontext

undemwhich conteropary apparel exportism in Ks&mede understood.

EOIlin Kenyavas presaged3fPsThefirst World BankKSAPloanfor Kenyavas preparedJuly

1979 and approviedMarch 1980Jnder pressure from the Bémhya interrgdits fiveyear
Panrelased earlier in March 1979 by pregasswnal Paper Nof Mpril 1980on Economic
Prospects and PoliciéssPapemwas théirstto explicitly express the limitations ;alsdugh

there were tracéSAPs in the 1979 P(&lecox, 1988). Therkahad urged Kenya to produce
intermediate goods for export by making their prices competitive in the interrafidnal market

local production costs had to be lowered through currency devaluation (Ogonda, 1992).

In tandem witlsessional Paper Neaf 4980, Sessional Paper No. 4 of t88Development
Prospects and Polierg#ticitlystategdwith regard to industrial polich at ©6éit has b
that the scope for further import substitution is limited and that future industrial growth mi
deend more on expor tUltimaetykviegeh SAPs afeGuilydmplerhedit8d? the

Paper went on, import duty concessions and quantitative restrictions were to be eliminated fo
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inefficiencyn /iey reasonable and equivalent tarifte Wwermitially arranged dreh gradually

reducednd mcentives for export were to be devised. Soquetwadebenplemented already

The [SA] programme was initiated1i®80. The initial steps were the removal of bans on imports and no
objectiomertificates, tariff increases on over 200 items to ensure reasonable protection, and the impositio
10 percent tariff surchargexport compensation was increased from 10 to 20 percent and interest rates we
one percentage point. Since that {iffiest, a significant revision of price controls was introduced during
1981 as a means of promoting industri al ef fici
amounting to approximately 22 peegasesie tariffs rangimge i r
from 2 to 90 percent were introduced on over 1 400 itefdg thghet message of 198!
system of import licensing has been introduced with full effect from November, 1981 (GR)K, 1982: 12

In summargn trade, #xGovernment converted quantitative restrictions to tariff eqaisialgnts
theaverage tariff from 40 to 46 pereémiieverin 1990t reduce and rationalidé¢he tariff

levelso that ¥ 1997/8 the simple average tariff rate had declined trct@iivigle the
weighted average tariff had fedl@n25.60 12.8 percent. Between 1990 and 1998, tariff bands
had been reduced from 15 to 4. Import licensing requirensstabodiishedOn foreign
exchangesalmange rate restrictions wedenift®93 (lkiara and Odhiambo, 2001).

The Iberalisation agermdminated in thgublication ofSessional Paper Noof 1986on
Economic Management for Renewed (2oit/1986) (the second master platSeafteivnal

Paper Nol0 of 196§ which hatheen reflected metDevelopment Plan (Fifth) for the Period
19841988(GoK, 1984) The Paper introduced a reform package of price decontrol, financial

market modernisation, parastatal reform, export promotion and tariff rationalisation.

According t&essional Paper No. 1 of 1994 on Recovery and Sustainable Dbeclgsment
cause of the slowdown in the rate of growth of the industiudliskdéedbo the collapse of-ISI

was Oclearl yd the fact t ha,titdidmpitake long fohtlee s m
mo st obvious i mport Ssubstitution pThess i bi |
industrial sector liberalisation was formaligurated in 1988 throtigdhIndustrial Sector
Adjustment Programiiireri, 200D By around 1989, MuB firmsost owned by local
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industrialists and expontmanly appayéhdbeen establisiédHimbara, 1994%0K (ca. 2000)

shows thathere were about 6 apparel ifirrh889 exporting 24 000 dozei mends and
shirts. Himbaragaes that a 1 000 percent increggdicateon feggndbottlenecdn customs
clearance and issuing of export lictaltes the scherime1990, théVorld Bank appved a

US$ 30 milliowredit 80 percent of the required fjuledsoveinvestmeiin infrastructure for an

EPZ and direct assistance to exporters. This was used to fund Phase | of the main EPZ in |
Athi River.The remaining 20 percent was provided by GoK (Mireti, ROOOEPZ
programmewnas inaugurated in 1990 by the EPB &t {99)thatestablished EPZA.

EPZ production began in 1993hat yearthere were 3ppareatompanies exporting to the US
About 30 wenendereither the EPZ or MuB. 85 percent of the surged EPZ investment came fro
India, Pakistan and Sri Léngicause of the quotas placed on these countitedAfAlerHs
surgexasperated Amerijeahs in 1994 and under the MFA immps&ds on Kenyan men and
boys shirts, bed sheets and pillowGalsesa. 2000Mauritius is the only other SSA gountr

that was affectethe two countries waceused of being used as a transhipment point for Asian
exporters (Mwega and Muga, 1998arél exports to the US that had risen steadily from US$ 2.5
million in 1990 to US$ 35.2 million in 188&1to US$ 34illion and US$ 27.1 million in 1995

and 1996 respectiv@lilus the spontaneous spread of the chain, as a reaction to the MF

instrumental barriers within the structural regime in apparel, reached Kenya in 1993.

The impact ofessional Paper Not 2P6 on/ndustrial Transformation to the year Q@)

1996a), whiamore or lessstated the 1986 Paper, was not felt amid these restrictions.

9 The main objective of MuB is export promotion, tiecerdine being removal of import tariffs on equipment and

production inputs.

2The Bank gives only a tepid approach to the EPZ a
economy. It sees EPZ more or less as a protelitipiiiRoliect 4/2004).

2 Unlike MuB, firms must be located in designated areas where they enjoy special infrastructure and tax break

case of Kenya, the tax holiday is 10 years followed by a 25 percent texai@dRolfe
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As EOI firms were being promoted, stringent restrictmmsiraports to control the foreign
exchange jmem (Ogonda, 1992) meant I®Blafirms could not import spare ,@arts began
crumbl ing (OgondaB 198 the produdtiom indgxdfar appate?d fdnd )was
barely higher than its Ibedbre the 1977 protect{&®ZA, 2003aBy 2001, h fabric and
apparel from these ISI fiamsoumtd for only 45.3ercentf the total 18842 textileapparel
consumed in the Kenyamnket (EPZA, 2002). 17.5 percent was accounteddortbgfabrics,
20.8percenby importechew apparahd 16.4erentby importedused appar@AM, 2006).

The country was left with an estimated six integrated mills (producing yarn, fabrics (knitted
woven), canvas, blankets, sweaters, shawls, uniforms, towels, baby nappies and knitted garmr
two spinnersrgducing yarn and sewing thread) (KAM, RQ66k the 2000 RoO relaxation

by AGOA for substantial apparel production to resume, this time forTlUSstxpdsEbased
regimgoverned this new spread of the chain and these increased quamiltieswepart.

It is cruciathat| statethat the switch to EOI was not dugoioestienarket limitation as
conventional economists within Government bureaucracy argued, as seen in the policy doc
above. Rather, it was due to the birthgghe of accumulation that relied on expuwttism |
clearly describedsection 2.2.4 It is instructive that Kenyamterest ifcOl was ignored by
central capitalism in the 19&8searly as 19%3AM waspushing the Government to usher in
EOlo 6ttake t he pl(KAMel976 titedHroHingbaraK €994y @RR)\wever,

Ny o n(§988parguethatthe Governmemmdustriapolicyadvisom the 196Q3/an Arkadije

had vehemently discountedxpertpossibility He had instead encourdgedast African
market to be exploited for British Imperial intgnethethat behrough production or imports,
endorsing the view of Livingstone andHadey As a result, Kengave up the thougbt
carrying geasibilittudy foan Industrial &e Zonefter toyingvith the idea between 1972 and
1973(Ryan, 1974)

On the one handig overturns the argument of market limitation in Keslgasés for EOI.
Indeed, tharecedingection has not shown any market limitation in tfepzgtii@dustryOn
the other hand, it shows faat]y thisagencsole was responsible for deldyeng yaan@s SSAO s
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adjustment to the demands of the new regime of accumulation. ThusljsdénausrInties
accumulation can be accommodateerynregime of accumulatiti®s wereneant to bthe
main beneficiaries o WosL970sregimeSSAstill remaina reserve regiamdKenya was
invited to exportisimo late, andt the convenience of central capisbdmyve see¢hatelite
armf capitalism imposed EOI in the 1980s, too late for a countyysigadizant benefits

from the regime.

This thesis is concerned agfraretxpoism,and much of this is concentrated in theTBRZs

rest of thishapter and Chapters FoSixdave théector andimension in mina this section,

| presentheexisting apparel indugteyill demonstratberole of EPZ apparel firms and AGOA

in national apparel exportism, after which | will demonstrate the role of appar&Rims in the
programmand finally show their role in manufacturing sector and trecaatondowever,

I will first briefly show the role of the whole-épgdeel industry in the Kenyan economy.

3.3.3 Existing Apparel Industith Specific Referercthe Export Dimension

3.3 3. 1TextileApparel Sector in the Kenyan Economy

Looking at the textdpparel sector as a whole, it is currently the fourth largest segment of t
industrial sector. It contributed 11 percent to the number of manufargiisies) iare004 and
excluding EPZsad 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 turni
manufacture of apparel accounted for approximpeeler27 The sector (including EPZs)
comprises 255 foripakgisterednterprises. This figure excludes the estimated at least 1 00
informal establishmen®ially ofpproximately temployaewhichmanufacturenly apparel.

Despite having lostatenposite nature that reached its peak in thihd 38dd@pparel sector

as a whole (including EPZs) is now the second biggest formal employer in thesewoufacturing
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(after food and bevesage 42 646 employees in 200Bich was 18 perceftfarmal
manufacturing employnfkaiM, 2006%.

All we need to bear in mind ar®litbeing points. Firgiroduction in all the large enterprises
the EPZselies on foreign fabric, almiost alis for exportSecongyroduction irBmall and
Medum Enterprise(SME) is for eitherdomestic consumptigonrbonded onesy domestic
consumption, export or b@ded ones)Yhird, production in informal establishments is for

local consumption.

33.32 TheSize of Kenyan Apparel Exportism aRaléhef EPAppareFirmsand AGOAn It

According to UNSBOMTRADE, theres no evidence thay substantial exports from SSA and
Kenya goutside the US atidEU. Gibbor(2003)corroborates this by showing that for Kenya,
nearly 100 percent expart® ghe US

At gproximateltwo percent obothworld exports and U&gpareimports S S Aldnd hence

K e n)yparticipation in the indusias beeand remaipdismalFor example, in 208% US

imported US$ 68 713 millorth of apparel. Fr@hart6 below China was the leading source

of the imports, accounting for 22 percent, follonctbyn@ies at 14 percent and then Mexico

at 9 percent. These three accounted for 45 percent of the imports. SSA accoutwed for a me
percentlookngatexports of at ledstUS$ billion, there wéEesingle exportioguntries ahead

of SSAas aegioft. Ke ny a 6 s cdn8ibutpe to 8®Arexports to the 280Bwas0.4

percent f US i mports. The countryd&Sresh iome3 o f
percenin 1999 to 12 percemt2005(Chart7 below)Therefore, whilkte ny a s i ndust

2The sectors empl oyment was previously 27 243 in 1999,
an estimated 140 @D 000 in cotton growing (KAM, 2006).

2 The figures in Chart 7 add up to more than total US imports due to rounding up.
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Chari6: Exports leading world suppliels $ 2005rillionsUS$}
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#d Ex pionr ttsh6i s chart and in subsequent charts means O6appar el exportso.
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Chari7: Exports 48 SSA countries & KeéayalU & US, 1999005 (millions US$)
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by global standards, it plays a significant rol@ndiBAn favour of the US

EPZ firms have been the lifeline of apparel expmtisingdto KAM (2006), nRBRZ textile
apparel export earnings in 2003 were KShs 1(8dpHmamately US$ 26.1 million, November
2007 exchange ratik)ch ofit wagnost likely for yarn hase Kengaports substantial yarn to
India and China (Mugambi, 2006). Even giccept for a momentttieatvhole earnings were
fromappareEEPZ enterprisegrne&Shs 13.8 billion (approximately US$ 200 million, November
2007 exchange ratka} yar (EPZA, 2004b This meanthatEPZ apparel exports took at least
88 percent ale of textiapparel expo(tsAM, 2000.
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As stated already, nearly 100 percent of EPZ apparel exports go 200% ai8§durfirms
exportedutsidehe US: onermto Canada and Netherlands, another to Gerntlamy raitet]

Arab Emirate®JAE), a third to UAEand a fourth to Canadwkinga total of KShs 219.1
million(EPZA 2005b) Although EPZA does not account for an extra KShs 1.9 million, it argue
that in tota) norUS exports for that year amounted to KShs 22 apjiliorimately US$ 3.2
million, November 2007 exchange. fEtes)was a metepercent of thKShs14.9 billion
(approximately US$ 216 million, November 2007 exchaBfZraig®rtor that year.

EPZ apparéirmsare the main players under AGQAOIhand 2002, US imported from Kenya
US$ 65 million and US$ 125 million worth of apparel resg€ttarelgbeloy. AGOA
accounted fddS$ 52 million and US$ 121 million resppctid@TEXA, 2008)Apparel
EPZs firms exported KShs 4.29 billion and KShs 8.15 billion worth of apparglu8spgstively
million and US$ 104 million respectR@di and 2002 annual exchange rates respectively)

Chari8: Exports, Kenyta US, 2002 (millions US$)
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Source. Adapted frol8O TEXA (2005)and EPZA (2005b)
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The chart shows that E#edstribution to AGOA apparel exportpresismably00 percent in
2001 (since EPZ6s US$ 55 million is higher
in 2002. On the one hand, this might noiebleeicause other firms olEfids export theUS

under AGOAHowevetthis can be sohasive know total Kenyarportso the US. Subtracting

EPZ éontribution from total appangbortswe get that n&PZs firms contributed US$ 10
million and UB22 million in 2001 and 2002 respectively. Bigpiog thisnot all noEPZs

apparel exports were exporting under AGOA! (There is even a possibility that little or nothing
under AGOAXoweverfor the purpose of substantiating the argume&mZbhatre the main
playersinderAGOA, it can be assumed that akERaa apparel exports were under AGOA. In
that case, EPZs firms contributed at least US$ 42 million and US$ 100 million to AGOA app:
exports for the two years respectively. Theass & and 83 percent share respectively. For the

two years respectively, the share in total apparel exports eakseast &€ and 80 pefeent

3333 The Role of Apparel EPZ Firms in the EPZ Programme

The number of EPZ apparel firms ragcpedk in 20033 percent of all EPZs fir{iabled

below)lt is important to bear in mind that EPZA sareegrried out at a particular point during

the year and therefiigis not a reflection of the highest number of firms ever egtablished
instance, an unpublished MoTI paper shows that at some point, most likely early 2004, there
36 firms (MoTI, Department of Industries, 20@6hterview with the Genbfahager of the

case study firm showed that at some point there warel 46nagopoperatin (Isinga, 2007).

At their peak performance in 2004, EPZ firms accounted for 76 percent of EPZ sales. But
contribution to EPZ workers reached its acme in 2002, at 94/ pézcemth of the data for
exports and investmentissing, that which was available shows that apparel firms contributed
and 53 percent respectively in 2005.

% Rolfeet a(2004) quote EPZA explicitly stating that more than 80 percent of the exports came from EPZs, a fig
which corresponds to my calculations here.
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Table9: Contribution of EPZ apparel firms to the EPZ programme, selected indi2@afs, 1998

Total| Appare| Apparel| Total | Apparel| Appare| Total | Apparel Appare| Total Apparel | Appare| Total Apparel | Appare
firms | firms | firms %)| sales firms firms | workers firm firms | exports | firms firms | investmeni firms firms
share | (US$ sales % workers % (Us$ exports | % (Us$ investmen| %
mifliors)| (US$ | share share | millions)| (US$ shae | millions) | (US$ share
milliong millions) millions)

1998 - - - - - - 3645 | - - - - - - - -
1999 - - - - - - 5077 | - - - - - - - -
2000 - 6 - - - - 6487 | 5565 | 85.8 - 30 - - 16 -
2001 - 17 - - - - 13444 | 12002 | 89.3 - 55 - - 48 -
2002 - 30 - - - - 26 447 | 25288 | 95.6 - 104 - - 88 -
2003 66 35 53.0 149 1952 | 76.3 38199 | 36 348 | 95.2 - 146 - - 128 -
2004 74 30 40.5 224.8 305.3 73.6 37723 | 34614 | 91.8 - 221 - - 108 -
2005 68 25 36.8 3145 | 2008 638 38051 | 34234 | 90.0 265 197.2 74.4 247.1 132 53.4

_ Data missing
Sources: Wolfe et al (2004) (data for2@%88,; EPZA (2003b, 2004a) (data for-2008PZA (2005bMoTl, External Trade Departnfea?006b) (data for 2€8)0
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Frms werbecomingfficient before ditalisation struck. Before 28G8)rtsvere growing at

a faster rate than firms, grew while firms decreasedrid 866Hned at a slower pace than
firms in 2005. This efficiency is also shown by the, fahbtléhtite number of firms and the
levebf investment grew at the same rate up to 200ftineeatment increased against that

of number of firms in 2003, decreased at a slower rate than that of firarsdie\z004
increased when that of firms decreased in 2005. The 2005 inwastitealsh suggest that
despite the liberalisation challenges, entrepreneurs were optimistic that they would prevail
the difficultie§.he other interesting thing is that the size of fielatively large leash a

LIC contextTheavergeis 1 150 worker&EPZA, 2003b). As | saiddhapter One, tbase

studyfirm had D64 workers in 200which is close to this average

33.34 The Role of Apparel Firms in Manufacturing and National Economy

EPZbcontribution to manufacturing Aedationaéconomy is given in Tdlbleelow &lso

seappendik).

TablelO: EPZ % contribution to manufactdingtional economy, selected indicator20D397

1997 1998 1999 2000 2001 2002 2003
National GDP | 0.24 0.3 0.47 0.53 0.84 1.30 1.53
National export 1.05 1.49 2.46 2.7 4.04 5.75 7.15
National Missing | 0.07 0.09 0.11 0.21 0.39 0.52
employment
Manufacturing | 1.8 2.26 3.56 4.05 8.57 13.27 15.77
GDP#
NonHood 4.93 8.63 14.72 15.86 21.65 29.93 3975
manufactured
exports
Manufacturing | 1.60 2.03 2.77 3.56 7.35 13.47 18.30
employment

Sourcéddapted from EPZA (20q8ata forl 997),EPZA (2004b(data for 1998003)( e also Glenday and

Ndii, 2000)

26 Share of EPZ in national GIdded 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 contributetl 295 peanent to non
food manufacturing and national exports respectively in 2003. Also, they contributed 16.47

0.47 percent to manufacturing and national employment respectively in the same year

3335 EPZ Firm Ownership and Insertion info GVC

Althoughthe GVC analysisnderstates the role of international regimespneateof the
chainits descriptions @iie sourcing patterns of lead éiamde used h&dereffi (1999a)
identifies four typesledd firmsvho source through variousisagenal channéfe giant
costdriven dmount retail chainsuch as Wa#amt, Kmart and Target; upscale branded
marketersuch as Liz Claiborne, Nike, Disney, Tommy Hilfiger and Nautica (these we
previously manufacturers); apparel specialthistoresmbe both retailing and marketing

such as The Limited diek GAP (most speciality stores were also previously manufacturet
before switching to brand marketing and regaidipgyate labels among mass merchandising
retailersuch as J@nny and Sears (these are retailers who own production sites to manufac:
their own brand3)ypically, discount retajlerarketesnd speciality starey for supply on

OEM firms primarily in Asi&ither directly, or through a network whereOE8fafirms
coordinate the subcontracting ehdeembly operations to other countries in Africa, Latin
American and Asia where labour is cheaper. OBM of private labels, by contrast, use im|
inputs and rely on regional sourcing where US firms g tanblldke Caribbd2amsin
European firms go to North Africa and Eastern Europe and Japanese and NIC firms go to I¢
wage regions within Asia (see also Hale and WilGe 28052003

As shown i€hart 9 belgwhecontemporary Kenyan appadestiryis highly verticavith
veryfew backward linkages with the national textile industry. Firmkl@s achKenya

agglomerate in the most elementary Efséfrotex EPZ Ltd Gendvielnager confirms it.

éour factory0s néfesada allthé dosgrvik beidae thére TThaeiywaar e t he
ones who do all the sourcing of raw malbegl also have agents based in the same country who will
look for order& t hey send tthee wescheakptiheeaysalityh[and] evé hseedtdt

direcly to the buyer in the UBhénthebuy er saysdwdtctansyosésTheaet pr
buyer willsendh e qual i ty @aosceyou getithe apprpval¢hensyourcanstép. But if there
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Charto: Insertion dkenyamappardtPZ firms it GVC- a GAP model
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