Fashion Economics: FM 4339
Quiz #9 The US Textile Industry
                                                        Chapter (10)
Dr. Adomaitis



___Gerard Allison____ (name)

Please answer to the best of your knowledge the following essay question.  Use detail where appropriate.  Remember grammar, punctuation & spelling count.

a. In the introductory paragraph, Rosen discusses vertical integration within retailing.  What does vertical integration mean and how has it effected retailing since the inception when mom-and-pop- shops were king? (2pts)
   


Engaging in the development of new market opportunities resulted in a rise in vertical integration within the apparel, textile, and retailing industries. Vertical integration in the fashion industry is when a company controls multiple stages of the supply chain, from sourcing materials and manufacturing to retailing. This approach streamlines operations, reduces costs, and provides greater control over quality and supply. This shift created a significant increase in competition across these sectors. Companies involved in textile and apparel production pressured the government to approve more free trade within the fashion industry, which would substantially increase the availability of inventory especially in fast fashion. (Rosen, 2002, p.177, par.2). Vertical integration is a plus for companies since it allowed them to control the production process from start to finish hopefully increasing profits and quality,

Small, independent clothing shops such as mom-and-pop shops can find it challenging to thrive when competing with large department stores. Well-known retailers like Gap, Walmart, and Federated Department Stores have efficient inventory management and offer a vast selection of products to customers (Rosen, 2002, p.177, par.1). This makes it difficult for small businesses to keep up, as they cannot match the large quantities of apparel provided by these major stores. 
b. Rosen discussion continues about the elimination of quotas, reduction of tariffs, and the opening of new markets that increase volume and lower apparel costs.  Why then, does apparel clothing retail at expensive prices to the consumer.  Defend your answer. (2pts) 


Eliminating quotas and tariffs along with the opening of several new markets caused apparel retail prices to rise due to more competition within the retail market. This shift influenced business operations and effected market share, as well as effected the production and sale of apparel and textiles. Vertical integration encouraged companies to focus on selling more apparel to increase market share. Clothing producers aimed for low-wage production sites and reduced costs, while retailers sought to maximize profits by opening more stores and selling clothes at lower prices (Rosen, 2002, p.177, par.3). This strategy of removing quotas, lowering tariffs, and expanding into new markets supported retailers' profit plans, even though the industry had to manage costly expenses. 
c. Rosen states that in 1977, there were four (4) major holding companies in retailing – (1) Federated Department Stores (2) Allied (3) May and (4) Dayton Hudson.  Please find one (1) article that discusses each of the holding companies today.  Bring your four (4) articles to class.



Federated Department Stores, Inc. is a major U.S. retail company with over 220 department stores in 26 states, including brands like Bloomingdale's and Lazarus. The company was formed in the late 1980s when Federated merged with Allied Stores Corporation. The merger caused financial trouble, leading to Chapter 11 bankruptcy in 1990, but the company reemerged from bankruptcy in 1992.

Founded in Columbus, Ohio, in 1929, Federated began as a holding company for F&R Lazarus & Company and its subsidiary Shillito’s, along with Abraham & Straus department stores. The company was led by Fred Lazarus, Jr., whose family ran a major retail store in Columbus (Business Week, 1976).These stores are stll in business today with the most notable being Macy’s.


Allied Stores Corporation was a prominent American retail company that operated numerous department stores across the United States. It was established in 1935 as a holding company for several regional retail chains. Over time, Allied Stores grew by acquiring various department stores and retail chains, expanding its reach across the country.In the late 1980s, Allied Stores faced financial challenges and was eventually acquired and merged with Federated Department Stores. This merger resulted in the formation of one of the largest retail groups in the U.S. However, the merger also led to financial strain and subsequent bankruptcy proceedings (Barmash, I. 1987).  Despite these challenges, Allied Stores Corporation played a significant role in the evolution of the American retail industry.


May Department Stores was an American retail company founded in 1877 in Leadville, Colorado, by David May. The company started as a dry goods store and expanded over time, acquiring various department store chains across the United States, including Famous-Barr, Foley's, and Kaufmann's. May Department Stores became known for its quality products and customer service. In the 20th century, May Department Stores continued to grow through acquisitions, becoming one of the largest department store chains in the country. In 2005, the company merged with Federated Department Stores (now Macy's, Inc.), marking the end of May Department Stores as a separate entity. The merger combined two major retail powerhouses and reshaped the American retail landscape.

Dayton Hudson Corporation was an American retail company founded in 1902 in Minneapolis, Minnesota, by George Draper Dayton. It started as the Dayton Dry Goods Company and expanded by acquiring other stores, including the Detroit-based J.L. Hudson Company. Dayton Hudson operated retail chains like Target, Mervyn's, and Dayton's department stores.The company launched the successful Target discount chain in 1962. In 2000, Dayton Hudson changed its name to Target Corporation, focusing on the Target brand and marking the end of the Dayton Hudson name.

d. What has happened to the couture fashion industry?  How did private label emerge in the industry?  What is the significance of private label to retailers?  (2pts)


In the past 30 years there has been a significant change within the fashion industry beginning with the decline of the couture fashion. Couture fashion designers traditionally tailored custom clothing to the specifications of their clients, as this clientele diminished over time, designers began exploring different ways of retailing such as creating higher volume sales in specialized ready-to-wear women's and men’s apparel (Rosen, 2002, pg. 182, par. 3). This shift allowed designers to expand their client base and promote their products more broadly and also to more customers as couture fashion was limited to a few select clients while ready-to-wear can reach more customer. 


Private label merchandise emerged as a strategy where retailers take control of both the brand and the manufacturing process. This approach allows big retailers to discover the advantages of private-label merchandise, which is different from brand-name merchandise because it is directly commissioned by retailers from producers, bypassing traditional manufacturers (Rosen, 2002, pg. 183, par. 2).The significance of this strategy allows retailers to design and produce their own clothing lines, allowing them control the entire production process while establishing closer relationships with producers. 
This change simplifies the supply chain and lets retailers control product quality and cost more effectively. Manufacturers benefit by opening their own stores and selling directly to consumers at lower prices, increasing sales volume and market share. This new relationship helps both retailers and manufacturers increase profits and stay competitive in the industry. 
e. How did discounting become such an important part of the retailing industry?  How has discounting grown since the 1950’s?  What do you think is the significance of discounting retailers such as those that are in Tanger and Prime Outlet Shopping Centers in San Marcos, Texas?



Discounting played a significant role in reorganizing the retail industry during the early 1980s. Once fair trade laws were no longer enforced in the 1970’s this allowed discount stores to offer lower prices on brand-name products, which made certain goods more accessible to people from various social classes. These fair trade laws initially required retailers to sell national brand-name products at prices set by manufacturers (Rosen, 2002, pg. 185, par. 2). Once the laws were lifted, discounters could compete more effectively with traditional retailers, selling more of their inventory at lower costs. By the early 1980s, off-price outlets began to surpass department stores in market share.



Discount retailers like Tanger and Prime Outlets play a key role in providing customers with products at lower prices, making them more appealing to shoppers. These outlets offer well-known brands available at department and retail stores at discounted rates, demonstrating the impact of discounting in the retail industry. Moreover, Tanger and Prime have ties with one of the nation's leading shopping center companies, enabling them to consistently offer promotional opportunities to customers. This connection further enhances their appeal and solidifies their significance in the retail market .
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