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1 Executive summary 

The thesis explores how the Danish fashion industry can improve its competitive power on the 

North-German market. Three analytical parts shed light upon the subject:  

First, the North-German market is analysed, using PEST and Porter’s five forces. The competi-

tive situation is identified as sound, but the market is facing challenges such as the financial reces-

sion and end-consumers that have become more careful in their consumption. Despite a low 

penetration level of the North-German market, the Germans have shown a growing interest for 

Danish fashion, which is more modern and informal compared to the conservative look they 

have preferred earlier. The market further offers one of the highest purchasing power parities in 

the country and an increasing demand for medium-priced clothing of good quality. 

The second analytical perspective is Robert M. Grant’s framework for analysing a company’s in-

ternal resources and capabilities (2005). The framework analyses a company in-depth through 

Porter’s Value Chain and suggests a strategy based on the identified capabilities and key 

strengths. The framework has been modified in this thesis to match the goal of the analysis, 

namely mapping the Danish fashion industry to reveal what resources and capabilities already 

exists that can be used on the North-German market to improve its competitive power. The col-

lected primary data illustrates that the companies within the industry are similar in many ways, 

have low budgets for marketing related issues and that the key strengths to use when penetrating 

the North-German market further is the brand profiles and the design.  

The third analytical perspective is the theory of the Dominant Logic, by Bettis and Prahalad 

(1995). The analysis is based on the outcome of the first two analyses and uncovers how the 

three identified dominant logics affect the Danish fashion industry: Firstly, the one-way com-

munication strategy does not reach the end-consumers. Furthermore, there is a lack of web-

shops and co-operation internally in the industry. The keyword to success is interaction between 

the different actors in the fashion field; designers, companies, retailers, end-consumers and the 

media. If the industry does not deal with the dominant logics, it will decrease its own competitive 

power. 

Four identified issues will help the industry improve its competitive power on the North-German 

market; first, analysing the German culture; second, innovation of the communication strategy; 

third, innovation of the online appearance; and fourth, co-operation within the industry. 
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2 Introduction 

The international fashion industry is often associated with glamour, extravagance and beautiful 

women on the runways in Paris, more than serious business. In reality the fashion industry has a 

major impact on economy. The comedy film The Devil Wears Prada, illustrates the importance of 

the business when the editor-in-chief of the fashion magazine Runway accounts for a certain col-

our that had been in fashion a couple of seasons ago and how many people that had earned their 

daily living due to this specific colour, and she thereby cements how important the fashion in-

dustry is as a business. The international fashion industry is big business and employs thousands 

of people worldwide. The Danish fashion industry is small compared to the international industry 

and many national fashion industries, but it is rather big compared to other industries in 

Denmark. It is the fourth largest export industry in Denmark, exporting for about EUR 5 billion, 

including clothing, textiles, shoes and fur (Eis, 2010). The industries exporting more than the 

Danish fashion industry are electronics and machines; food; and pharmaceuticals (Jørgensen & 

Hansen, 2005:14). The fashion industry is based on creativity where intuition and taste for style is 

essential, but at the same time it is also a very traditional industry, in the sense that it is concerned 

with transforming raw materials into products. Fashion is an expression of the time in which it is 

created, and it expresses the attitude towards society that exists in a specific era. 

Historically it is interesting that the Danish fashion industry has developed into what it is today, 

namely the ninth largest exporter of clothing of the OECD countries. Furthermore it is the Dan-

ish fashion employees that create most value among the OECD countries, which proves of high 

efficiency and productivity in the industry (Jørgensen & Hansen, 2005:17,19). Being a pioneer 

within outsourcing of production, which began in the 1980s, the Danish fashion industry em-

ploys a rather small number of people compared to the industry’s significance for Danish export. 

The fashion industry employs about 3,500 full-timers, employed within design, logistics, market-

ing and sales, which makes it one of the smallest industries in Denmark (Jørgensen & Hansen, 

2005:14; Melchior, 2008:3; Tran, 2008:21). The industry, therefore, is a good example of the fu-

ture Denmark, namely the knowledge society, where labour-intensive work has been outsourced 

to low-wage countries, while the knowledge-intensive activities are kept domestically. Thus it is 

crucial that more knowledge is added to the industry, especially because the industry is primarily 

based on creative people that are either autodidact or educated at the design schools, while pro-

fessional business people are rare. Business people are needed to lift the industry to a more pro-

fessional business level, in the sense that they are specialists in business, and the creative people 
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need to focus on the creative processes. Hence it is important to look deeper into the Danish 

fashion industry and to shed light upon the opportunities of the industry, both domestically and 

abroad. However, this is to be done with respect for the designers and their creative competences 

where ideas and design cannot always be explained. But it is important to optimise the potential 

of the industry for it to reach its own goals and those of the government, which is for Copen-

hagen to become the world’s fifth fashion centre by 2015 (Eis, 2010). The Danish fashion in-

dustry is an industry with many opportunities, but it needs to figure out how best to utilise them. 

 

2.1 The Danish fashion industry 

The Danish fashion industry is a fragmented industry consisting of many small and medium sized 

companies that provide the Danish people with well-designed quality clothes (Melchior, 2008). 

Given the small Danish market, most Danish fashion companies start exporting already from the 

time of establishment of the company, and a large part of the clothes are exported to a number 

of countries in Europe, North America, The Middle East and Asia (Tran, 2009). The industry has 

evolved to a stage where focus is upon design and management of the logistics. This has fostered 

a strong export focus far beyond what should be expected from a fashion industry in a small 

country (Melchior, 2008:5; Tran, 2008:7). In other words, the Danish fashion industry relies 

heavily on the international markets to secure its turnover, as 80 percent of the fashion products 

are sold abroad (Tran, 2008). The internationalisation challenges are therefore very critical for 

Danish firms, as national consumption is somewhat saturated and growth is to be found on mar-

kets abroad (Tran, 2008). 

The companies of the Danish fashion industry are branded fashion companies who design and 

market fashion clothes that are sold via brick-and-mortar- and web-shops (Tran, 2008). Clothing 

production is outsourced to low-income countries and produced to order, meaning that the 

companies only order for production when they have gathered sufficient orders from buyers and 

when profitability is ensured (Tran, 2008; Melchior, 2005). This production structure means that 

it is not possible to re-order items of a collection as the process is too long for in-time delivery. 

Each collection is designed and samples are sewn about six months before it becomes available 

to end-consumers. At this point, retailers and other business-to-business customers order what 

they want to sell in their shops and the clothes are then manufactured and distributed in the com-

ing four to six months (Tran, 2008). Because of this structure, designers are often working on 



The Danish fashion industry on the North-German market 

 

 7 

two collections at the same time; that is design of the collection for the following year, while sign-

ing off the collection for six months later. 

Danish design is everyday clothes, it is practical and functional, but also dressed up and it ad-

dresses the modern and cosmopolitan human being. The clothing is informal and classic at the 

same time and depending on the mix and match it can be used both in everyday life and for par-

tying (Melchior, 2008). The collections are sold at fairs, such as CPH Vision, Gallery or CIFF 

(Copenhagen International Fashion Fair) that are all part of the Copenhagen Fashion Week, 

which takes place in February and August each year (Eis, 2010; copenhagenfashionweek.com). At 

such fairs, both in Denmark and abroad, the small and medium sized fashion companies tend to 

sell as much as possible to any customer in any country, not considering the costs of distributing 

a rather small amount of clothes to one or a few shops in a new market. The point is to be pres-

ent in as many markets as possible and not necessarily to have an actual export strategy (Georgi, 

2009). The challenge for these companies in the long run is that being present in many markets 

often results in high costs and low turnover, which the companies often have trouble managing. 

However, the companies that are members of the industry organisation, Dansk Fashion & Tex-

tile, are offered help and guidance on business issues and other concerns. But the Danish fashion 

industry is thinly institutionalised and the different institutions that exist are overlapping in means 

and purpose (Tran, 2008). However, while being competitors, the institutions work together as 

well, supporting the fashion companies the best possible way. Stronger integration and better 

networking among the supporting institutions will help develop best practise and make the in-

dustry stronger and better prepared for the international markets (Tran, 2008). 

 

2.2 Problem identification 

In 2008 the export to Germany had increased by 6.5 percent from the year before, reaching close 

to EUR 783 million (Eis, 2010). This shows that on average, each German purchases Danish 

fashion worth about EUR 9.5 a year, which is about seven times less than each Swede. A calcula-

tion reveals that if the Danish fashion industry can increase its market shares to the same extent 

on the German market as on the Swedish market, then exports would reach about EUR 5.48 bil-

lions (Eis, 2010; Jacobsen, 2009:4). Therefore the current focus of the Danish fashion industry is 

the German market. Dansk Fashion & Textiles has chosen to focus on the market for several 

reasons: First of all, Germany is the primary buyer of Danish fashion products – followed by 

Sweden, Norway, the Netherlands, England, Finland and Spain (Eis, 2009). Focus on the Ger-
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man market is therefore obvious, due to the size of the market and also its large potential. The 

country is a neighbouring market as well; hence penetration is common sense, as distribution is 

cheaper than to other more distant countries. The market is furthermore steady as there are nei-

ther cyclical nor currency fluctuations despite the international recession. The prospects of the 

market are therefore good, because the market has managed to stay almost at the same level as 

before the recession. This is further supported by the creditworthiness that Germany and the 

fashion market still has.  

The German knowledge of Denmark and vice versa is good and there is mutual understanding of 

each other, which fosters a healthy business environment and trust in one another, which will 

make negotiations and everyday challenges easier to handle. Germany therefore has tremendous 

unexploited potential for the Danish fashion industry and more than 60 percent of the members 

of Dansk Fashion & Textile have also expressed interest in a joint effort, in order to penetrate 

and exploit the market opportunities better (Hillmose, 12.10.2009). As the examples show, the 

reasons for focusing on the German market are many. 

The Danish fashion industry as a whole is not aware of its own capabilities, a thorough analysis 

of the industry will provide knowledge of its internal strengths and capabilities that can support a 

penetration of and succession on the North-German market. An identification of the resources 

and capabilities will provide an idea of how the Danish fashion industry might differentiate itself 

from its competitors and generate future growth and competitiveness in Northern Germany that 

can expand to the Southern regions. The right basic information will also make it easier for the 

industry to compose the right long-term strategies that are realistic, but also suitable in the years 

to come. However, in this respect it is important to look deeper into the industry to uncover if 

certain actions can minimise the Danish fashion industry’s competitive power on the North-

German market. Good strategies based on accurate information are not worth much if the in-

dustry is hindering its own performance because of actions grounded in a dominant logic, which 

presupposes specific ways to analyse and relate to information and actions. 
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2.3 Problem formulation 

 

 

The idea behind the problem formulation is to use the three sub-questions as a means to answer 

the mainquestion. This will provide a broad, but also in-depth understanding of the mainques-

tion. A funnel can illustrate how each of the analytical steps decreases the focus of the analysis, 

starting with the broad scope of the macro environment, moving on to the industrial field and 

ending up on an organisational level (Andersen, 2007). 

The first sub-question is a classical market analysis, which will be carried out via a PEST-analysis 

and Porter’s five forces as a framework for analysing industries. These theories will draw a map 

of both Germany as a country and the fashion industry in the Northern part of the country, 

which will be used when suggesting how the Danish fashion industry can improve its competitive 

power. A market analysis will provide a thorough understanding of the market forces and the 

competitive situation of the market, which can be a useful knowledge when answering the main-

question. The second sub-question concerns the Danish fashion industry, which will be analysed 

from within, using Robert M. Grant’s framework for analysing internal resources and capabilities. 

This will provide a full understanding of the Danish fashion industry and its resources and capa-

bilities. This understanding will help when suggesting how the industry can improve its competi-

tive power on the North-German market, because I will then know where the strengths and lim-

its within the industry lie. The final sub-question concerning the Danish fashion industry’s domi-

nant logic functions as a support for the first two sub-questions. The objective is to identify a 

dominant logic within the Danish fashion industry, and it is to be detected by analysing the first 

two sub-questions. When uncovering this dominant logic I will be able to assess whether or not 

these affect the competitive power of the Danish fashion industry and they will therefore act as a 

support for both sub-question one and two and further the mainquestion which will be possible 

to answer in-depth based on the three parts of the analysis. In other words, a helicopter’s view of 

the problem field is necessary to understand and answer the mainquestion in depth (Flick, 

How can the Danish fashion industry improve its competitive power on the North-German market? 

1. What is the competitive situation of the North-German market? 

2. What characterises the Danish fashion industry? 

3. How does the Dominant Logic of the Danish fashion industry affect its own competitive power? 
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2007:46). The thesis is therefore built upon the classical method of understanding the envi-

ronment surrounding a company. 

 



The Danish fashion industry on the North-German market 

 

 11 

3 Methodology 

In this chapter I will introduce the tools and thoughts that are important to the construction of 

this thesis, as well as the subsequent influences these tools will have on the conclusions. The first 

section includes the project design (section 3.1) that provides an overview of the different parts 

of the thesis. This is followed by the theory of science (section 3.2), delimitations (section 3.3), 

definitions (section 3.4), empirical choices (section 3.5) and research design (section 3.6). 

 

3.1 Project design 

The model below illustrates how I will answer the problem formulation. The methodology and 

theoretical framework (section 4)will explain the foundations of the thesis and the theories ap-

plied. 

The theories will be used in the analysis (section 5), which is split in three parts: The first part is 

the market analysis (section 5.1), which will lead to the answer of sub-question one, analyses the 

North-German market via PEST and Porter’s five forces. The two analyses will be summed up 

(section 5.1.1.5; 5.1.2.5) before a discussion of the North-German market is applied (section 

5.1.3). The second part initiates with a research of the Danish fashion industry (section 5.2) and 

moves on to Grant’s analysis of internal resources and capabilities (section 5.3). This is followed 

by a discussion of what characterises the Danish fashion industry (section 5.4). The discussions 

of the North-German market and what characterises the Danish fashion industry are the founda-

tion for the third and final analytical part that corresponds to the third sub-question of the prob-

lem formulation; the dominant logic of the Danish fashion industry (section 5.5). This analysis is 

followed by a discussion of whether the dominant logic of the Danish fashion industry affects its 

own competitive power on the North-German market (section 5.6). Before concluding this the-

sis, the answers to the problem formulation are given in the closing discussion, first the sub-

questions and finally the mainquestion, since the sub-questions are formulated based on what is 

needed to know to answer the mainquestion (section 6). 
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3.2 Theory of science 

To understand the basis foundation of the thesis, I will explain how I perceive the world and 

make it clear which paradigm, ontology, and epistemology I belong to  (Nygaard, 2005:128). First 

it is important to make it evident that the three terms are tightly connected to one another and it 

can be difficult to separate them. This will, however, be done in order to make my intentions 

more clear. The model below illustrates the cohesion of the terms: 

 

 

 

 

 

 

 

 

 

To be conscious about the methods of analysis necessitates that the paradigm is clear, assump-

tions about what exists are well known, and that clarity about which methods to use in the study 

of knowledge are made explicit. Finally it is important that the methodology and the research de-

sign are well described (section 3.6; Nygaard, 2005:13).  

Paradigm 
My understanding of the thesis’ theoretical system of concept and the research related practice 

 

Epistemology 
The study of knowledge  

 

Ontology 
The study of what there exists 

 

Methodology 
The study of methods for knowledge production 

 

Research process 
Problem formulation, delimitation, data generation, analysis, discussion, conclusions etc. 

 

(Nygaard, 2005:13; Standford Encyclopedia of Philosophy, 2009). 

Discussion 

  Internal resources and capabilities 
Analysis 

Discussion 

 

Closing discussions 

Dominant logic 
Analysis  

Discussion 

 

PEST 
Analysis 

 

Porter’s Five Forces 
Analysis 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3.2.1 Paradigm 

Before establishing my paradigm in this thesis, the paradigm as a term will be defined. A para-

digm is the researcher’s set of basic assumptions, which characterises the field of study in which 

work is carried out (Nygaard, 2005:12). Depending on which field I work in, I understand the 

world differently; for instance, a social worker and a politician consider the society very differ-

ently. My basic assumptions of the field I work within are based on Egon G. Guba’s four general 

paradigms: positivism, post-positivism, critical theory and constructivism (Nygaard, 2005:23). Of 

these four paradigms, I belong to constructivism in a moderate form. The constructivists deal 

with how the societal construction of conceptions and knowledge take place and revise the con-

struct of reality (Den Store Danske Encyklopædi, 2009). This means that I look into the Danish 

fashion industry and seek to construct a frame for understanding and analysing it. Within this 

constructivist paradigm I further belong to the social constructivism and within this field to an 

epistemological constructivist paradigm of social reality, where societal relations and structures 

are a result of human actions as stated by Max Weber (Gilje & Grimen, 2002:114; Fuglsang, 

2004; Nygaard, 2005:120). This means that my knowledge about the social reality is a social con-

struct that does not represent the social reality itself, but is created through interaction and nego-

tiation with other individuals (Berger & Luckmann, 2004). On a more practical level, the physical 

world is the Danish fashion industry which I explore. I believe that my knowledge about the in-

dustry is a social construct that does not represent the social reality in itself, rather I believe it is 

created through my interaction with and interviewing of individuals in the Danish fashion in-

dustry (Nygaard, 2005:130; Collin, 2003). I hereby seek to leave my implicit assumptions and 

view on reality behind when entering the Danish fashion industry in order to think as the in-

dustry does and thereby understand its way of acting (Collin, 2003:64).  

The narrowing of the paradigm leads to an ontology that is relativistic, since I create reality 

through social interactions and my epistemology is subjective and based on the ontology and 

primary knowledge I have gathered (Berger & Luckmann, 2004). The methodology is therefore 

complex and consists of many parts that make sense when connected, which represent a holistic 

view (Gilje & Grimen, 2002; Thuren, 2006). Constructivists per se cannot find an exact know-

ledge about reality, but can search for an understanding of how it is constructed and within this 

search, reality is continuously re-constructed. Thus, interpretation is central as reality and theories 

about reality are mere interpretations (Nygaard, 2005:28).  
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3.2.2 Ontology 

To understand how I create knowledge, it is important to make explicit how I recognize reality or 

the world first. The way reality, the ontology, is conceived will have a crucial influence on how 

reality is recognized, the epistemology, and how I as the investigator, can investigate reality, 

namely the methodology (Nygaard, 2005:23). Ontology is the study of the being as being. Be-

longing to a certain ontology means that I acknowledge reality in a certain way. It is important to 

have a concrete ontology and epistemology to make the findings of the work clearer to the 

reader. Thus the challenge is to be aware of the presumptions and reflect upon their conse-

quences. As a moderate social constructivist, I have a certain perception of ontology: My ontol-

ogy is based on my paradigm and presumptions of reality are that it is transitory, temporary, 

complex and constantly changing. Hereby, I mean that what is known about reality may not be 

true in a year’s time, because new knowledge has been added, thus the understanding of reality 

must be re-examined (Collin, 2003). This means that the knowledge gathered and presented in 

this thesis is valid now, but in a year or more, it may be outdated knowledge. The consequence of 

this belief is that the knowledge presented here, as a whole, is a snapshot of the Danish fashion 

industry and the North-German market today and should be treated as such.  

 

3.2.3 Epistemology 

The linkage between ontology and epistemology is how the researcher believes that reality is rec-

ognized when one has a certain basic understanding of reality (Nygaard, 2005). I consider know-

ledge, or epistemology, as subjective because interpretation of reality is key, and I further believe 

that reality is created through social actions. Epistemology is the study of learning, an account of 

how the process of cognition appears to the researcher (Nygaard, 2005:11). Knowledge in itself is 

the foundation of writing this thesis; if I have no knowledge, there will not be a reality to con-

struct or discuss. Hence, knowledge to me is my knowledge about the Danish fashion industry, 

which I have gathered trough interviews and secondary data; it is the theories I have chosen 

which describe the Danish fashion industry and the North-German market; it is my empirical 

field or how I gather knowledge through empirical research; and finally also the knowledge I con-

struct based on the above mentioned. My interpretation of knowledge is subjective, therefore the 

epistemology is also subjective; because it is impossible to separate the researcher and the re-

search itself (Berger & Luckmann, 2004). Researchers cannot perform research without interact-

ing with, influence and be influenced by their research. Thus, data is not something objective to 
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find and analyse, but instead something that is created through interaction between the investiga-

tor and the investigated, hence the need for a complex methodology. This close interaction be-

tween the investigator and the investigated forces the constructivist researcher not to separate 

senses, values and science, because science includes the subjective senses and values. By virtue of 

this, constructivists must interpret reality, however complex it is, in order to construct an under-

standing, which is an interpretation, of the investigated (Nygaard, 2005:29).  

 

3.2.4 Applied methodology 

The gathered knowledge is used to answer the problem formulation. More specifically I will use it 

as follows: In answering the first sub-question, I will apply the theories to my knowledge about 

the North-German market to analyse this market; namely PEST and Porter’s five forces (section 

5.1). My knowledge about the Danish fashion industry will also be combined with theory, but 

here it will result in an interview guide, which will be used to gather more knowledge about the 

Danish fashion industry. This knowledge will be collected in a qualitative manner and analysed as 

such, as I seek answers to questions that cannot be expressed in numbers. The collected primary 

data will be presented in a table (Appendix 2) which will make it easier to detect differences and 

similarities between the interviewed Danish fashion companies and process it through Robert M. 

Grant’s theory about internal resources and capabilities of the company (section 5.3). This will 

provide data to answer sub-question two of the problem formulation. The analysis and accumu-

lated knowledge of this will further be combined with the theory of dominant logic to further 

accumulate knowledge (section 5.5). This part will shed light on the activities of the Danish fash-

ion industry and assess how these affect the industry and make it possible to answer sub-question 

three. In the end, all three parts will be combined in answering the main-question of the problem 

formulation.  

The theories that are chosen for the three parts of the analysis are based on different ontologies, 

which make it obvious to question the consequences and validity. Michael E. Porter has an eco-

nomic, outside-in approach and looks into the external market that surrounds the company in 

question. His strategies are based on how the company can best adjust to external markets (Por-

ter, 1979). Robert E. Grant’s theory on a company’s internal resources and capabilities has an 

inside-out perspective that is grounded in the resources-based view, and looks into how a com-

pany can gain competitive advantage based on its internal resources and capabilities. For this he 

uses Porter’s value chain to structure the analysis of the company (Grant, 2005; Porter, 2001). 
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However, Grant’s resource-based view fits well with Porter’s five forces because the different 

ontologies support one another so the combined analysis looks into the field of inquiry from all 

angles and thereby provides a more distinct and refined analysis as presented in the analysis of 

the dominant logic of the Danish fashion industry. This analysis is an offspring from strategic 

management and provides a third angle to the analysis which looks into the company to 

strengthen it from within. This theory needs information both from outside and within the or-

ganisation to fully assess how the dominant logic affects the Danish fashion industry, and there-

fore several ontologies are needed to answer the problem formulation in the best possible way. 

Knowledge is collected in different ways: Secondary data is gathered from databases, books and 

articles, while primary information is collected through interviews. People from the Danish fash-

ion industry have shared their knowledge about the Danish fashion industry, which they have 

gained through years of work experience in different companies. This knowledge is therefore first 

hand information about their companies and this industry; information needed in order to sur-

vive on the market. Consequently, this information has been backed up with other types of 

knowledge to increase the validity and make the answers and conclusions more nuanced. Section 

3.5, empirical choices and critique will elaborate on this. 

To sum-up the theory of science, the thesis is based on a deductive approach where conclusions 

are deduced from theories and models (Andersen, 2003:39; Fuglsang, 2004:30). Furthermore the 

thesis has a holistic orientation, since the assumptions ‘part’ and ‘whole’ are inseparable. I belong 

to the moderate social constructivism and I perceive reality as created through social actions, 

which makes it relative. This leads to a subjective epistemology based on several theories and 

data collected from both primary and secondary sources. 

 

3.3 Delimitation of focus 

The Danish fashion industry refers to companies, which design, manage production, market and 

sell clothing products (Tran, 2008:9). This wide focus is caused by the large number of different 

companies in the industry that vary in scope and organisational construction, and this thesis seeks 

to uncover how the Danish fashion industry as a whole can improve its competitive power on 

the North-German market. Dansk Fashion & Textile has chosen to discount any former segmen-

tation of the industry (Hillmose, 2009). 
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The market focus of this thesis is the North-German market, because Germany is a very large 

and diverse market with 82.2 million inhabitants; hence the preferences and consumer habits are 

not alike in the different parts of the country (BBC, 2009). I have therefore limited the market to 

encompass only the northwest part of the country as the preferences in fashion here are more 

similar to the Danish taste and the market has approximately 34,6 million inhabitants, which 

makes it very attractive, due to its size. Dansk Fashion & Textile’s preliminary studies have fur-

ther shown that this part of Germany is very interesting for Danish fashion. First of all, it is in 

the western part of Germany, buying power is strong and the northern part also recognises and 

identifies with Danish fashion, while the southern part shows no recognition and interest as such 

(Appendix 1; Hillmose, 2009). However, certain data used for the market research accounts for 

Germany as a whole, but it is still applicable because the data is also collected in the northern part 

and thus represents this part of the country too. 

The focus of this thesis is delimited to concerning the export activities of the Danish fashion in-

dustry and activities related to this process because Dansk Fashion & Textile focuses on exports 

in itself and North-Germany; and the market opportunities are far from utilised. Furthermore, 

the export focus is chosen because the members of Dansk Fashion & Textile have expressed a 

common wish to focus her. Focus is therefore on the processes within the value chain that con-

cern exports and those that support the export of fashion products. 

 

3.4 Definitions 

‘The Danish fashion industry’ covers the companies, which design, manage production, market 

and sell clothing products (Tran, 2009:9). The clothes are manufactured in developing or under-

developed countries, where labour is cheaper and specialised and economies of scale are reached. 

This means that management, design, logistics, and marketing and sales are situated in Denmark 

and production abroad (Tran, 2009). 

‘The North-German market’ is defined as the following states: Schleswig-Holstein, Nieder-

sachsen, Hamburg, Bremen, Nordrhein-Westfalen and the city of Berlin (Appendix 1; Hillmose, 

2009). 
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3.5 Empirical choices and critique 

The gathering and reliance on primary data, which has been gathered through interviews with 

five Danish companies interested in the North-German market is an important element of the 

thesis. The interviewed companies are representatives of the industry, because they are of differ-

ent sizes; they target different segments of the fashion market and embody different fashion 

styles. To counterbalance the subjective statements from the interviewees, secondary data is in-

cluded to generate a more comprehensive view of the problem area: Presentations and discus-

sions from seminars arranged by Dansk Fashion & Textile and Danish Fashion Institute are used 

to support the interviews, along with scientific reports about the Danish fashion industry and the 

theories used in the analyses (section 5). This data makes the empirical research nuanced because 

it generates more details to the picture, making the findings more reliable. This data also repre-

sents knowledge I have gathered through interaction with the Danish fashion industry, but also 

knowledge I do not have specific sources I can refer to. However, the knowledge is considered as 

general knowledge and thereby valid, since it is not main arguments of the thesis, but rather ar-

guments that confirm what is written. 

Different approaches are used to answer the problem formulation, they will be listed below and 

in the end of this section, a critique of the empirical choices will be presented to put them into 

perspective. 

The answer to the first sub-question is based on secondary data from databases such as Eu-

romonitor, CIA and BBC; data about markets that are well documented which is further sup-

ported by presentations and statements by employees of the General Consulate in Hamburg and 

Berlin, making it more reliable. The sources have all presented the same data and numbers, which 

further enhance the validity of the data. Reports about the North-German market have been 

used as well. These have been provided by Dansk Fashion & Textile, as they are also interested in 

the best possible information to back up their decisions concerning their strategy on improving 

the Danish fashion industry’s position on the North-German market. 

The answer to sub-question two looks into the Danish fashion industry and has an inside-out 

perspective. This requires data from inside the industry, both primary and secondary. The pri-

mary data is collected through qualitative interviews with chosen companies from the Danish 

fashion industry. The five companies are chosen based on an interest in improvement of their 

position on the North-German market and thereby validate the problem formulation, along with 

the secondary data represented by scientific books and articles about the Danish fashion industry. 
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In the answer to sub-question three, I draw directly on my findings from the analyses in answer-

ing sub-questions one and two, but secondary data is also used to support my results. This in-

cludes scientific books, the Danish Foreign Ministry, and findings are exemplified by BTX-group, 

Bestseller, IC Companys, Metropol and fashionfifteen.com. 

The empirical data is collected as non-random sampling for two reasons; firstly, it is only com-

panies interested in the North-German market that are useful for this research, and secondly I 

have not been in control of who has agreed to participate in the survey. The selected companies 

all market women’s clothing, which may seem like a narrow segment, but the point of my re-

search is to detect similarities of the companies’ organisational structure, capabilities, strengths, 

weaknesses and resources. Therefore the actual product - men’s, children’s or women’s clothing - 

is not important. The companies are furthermore highly comparable as they were very similar in 

structure and thereby enhance the validity of the research.  

 

3.6 Research design 

Research design will clarify the purpose of the study and demonstrate that the research plan will 

make it possible to answer the problem formulation (Blumberg, 2005; Flick, 2007; O’Sullivan, 

2008). 

 

3.6.1 Qualitative and explorative interviews 

Qualitative data is chosen for several reasons: First of all, this choice is based on the problem 

formulation, which is the point of departure for the design of the research. It is important to 

consider what information is needed to answer the problem formulation and how to obtain it. 

Secondly, in-depth knowledge of the companies is needed to analyse the Danish fashion industry. 

Thirdly, the possibility of changing focus is necessary when conducting the interview if important 

issues occur that are not a part of the interview guide. Fourthly, qualitative interviews can be 

backed up with secondary data. The interviews will be conducted face-to-face to ensure a thor-

ough understanding of each of the interviewed companies, but also to make the interviewees 

more comfortable when they relate about their companies. The qualitative interviews will be ana-

lysed in order to find similarities between them for the analysis of the second and third sub-

question. This data is used for a comparative analysis of the interviewed Danish fashion com-
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panies in order to find the internal resources and capabilities of the industry, which applies to the 

answer of the second sub-question.  

This thesis will use an explorative approach and describe the situation as it is today, to analyse 

what actions are needed to improve the competitive power on the North-German market. The 

advantage of explorative research is that it is possible for the interviewer to adapt to changes or 

new findings, which makes it very flexible. The explorative research conducted in this thesis is 

further strengthened by triangulation of methods (Andersen, 2003:44; Flick, 2007). The structure 

of the thesis makes is both possible and necessary to use a triangulation of methods and use dif-

ferent methodological approaches to obtain a nuanced view of the problem field. 

 

3.6.2 Contact methods 

Qualitative interviews can be collected in several ways; by telephone, in focus groups or face-to-

face interviews. I will use personal, face-to-face interviews because accurate and in-depth answers 

are needed to get the best result for the analysis. The face-to-face interview is flexible and the 

interviewer can guide the interview as seen fit in the given situation (Kvale, 2007). It is easier for 

the interviewer to keep the attention of the respondent and thereby obtain more accurate re-

sponses (Hollensen, 2001). In one occasion it has been necessary to change the interview method 

because the respondent preferred being interviewed on the phone. This does not affect the re-

search since the responds are of same quality as in the other interviews. 

 

3.6.3 Semi‐structured interviews 

When performing exploratory research, there are three types of interviews, the structured and the 

in-depth. The first type is based on the idea that all respondents get the same questions that they 

must answer, while the second is an informal and unstructured type of interview, with no pre-

determined list of questions. the third option, the semi-structured interview, is the best solution, 

as none of the other two are appropriate here. The semi-structured interview has a list of themes 

and questions to be covered, but these questions can vary from interview to interview, given the 

context and situation and possibly new unravelled data (Kvale, 2007; Oppenheim, 1992; Saun-

ders, 2000). I will use semi-structured interviews for this research as a guide when performing the 

interviews, but also to ensure that focus is kept and that the topics of the interviews will stay 

within the frame of the problem formulation. 
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The model is adapted from Kvale, 2007:59. 

Research areas  Interview questions 

Why is Germany interesting for you as a company? 

Have you developed a specific strategy for the German market? 

What is important in the industry to be considered successful? 

 

How do you choose new markets? 

What is your focus as a company, e.g. customers, price, design, quality, 
logistics? 

What kind of marketing do you use? How well does it work? 

How big is your marketing budget compared to your size? 

 

What is your strategy for entry on the North‐German market? 

Which kind of distribution do you use? 

How do you work with export? 

Do you have strategic advantages in North‐German? 

Who are your competitors in Denmark and on the North‐German mar‐
ket? 

Which  brands  do  you  compare  yourself  to  in  Denmark  and  North‐
Germany? 

Which brands do you think that complement yours? 

 

How do you show your success to customers, the industry etc? 

How are you positioned on the Danish market? – Will you use the same 
positioning in North‐Germany? 

Do you use benchmarking? 

 

What are your company’s strengths and weaknesses? 

Which challenges do you think your company faces? 

Why do you think you have success with your brand? 

 

 

 

Dominant  
Logic 

Marketing  

Internal  
Resources 

3.6.4 Formulating the interview questions 

The point of departure for formulating the questions is the problem formulation, which asks 

what characterises the Danish fashion industry. I have chosen Grant’s theory, which will uncover 

the internal resources and capabilities of the Danish fashion industry, to answer the question 

(section 4.2). Grant uses Porter’s value chain as a means of looking into all the activities that 

companies carry out. The questions in the research are therefore based on the value chain and 

the export focus (Andersen, 2007). The interview stage is prepared with an interview guide, pre-

sented below. The interview guide contains topics to be covered, the left column, and suggested 

questions to ensure this, the right column (Kvale, 2007:56). It is important that all questions are 

answered, but the specific wording when asking the questions is less important.  
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3.6.5 Sampling  

This section will concern non-probability sampling and sampling size. The method is non-

random because not all companies are interesting to contact and interview (Blumberg, 2005:220). 

The goal of this research is to find similarities within the industry, hence the companies are cho-

sen based on their interest in penetration of the North-German market. Five companies are 

interviewed due to limitations such as cost and time, however, the companies represent different 

consumer segments regarding taste and price of fashion (section 3.5). Although the research con-

sists of a rather small number of companies, it will be adequate to summarise and detect patterns 

in the necessary data (Blumberg, 2005:70).  

Five companies have participated in the research of the industry, but are made anonymous with 

the intention of getting more information during the interviews. The companies are named A, B, 

C, D and E so the reader is able to distinguish between them. The companies are different in 

size, organisation, positioning and fashion style and thereby target different consumers. 

 

3.6.6 Analysing interviews 

Coding the answers is a way of facilitating data analysis, but also to make it more structured. To 

create a better view of the similarities and differences, the answers are put into a table. The table 

lists the companies horizontally and the questions with answers vertically. The answers, which 

each company provides, are then plotted in and are used in the analysis of the companies’ inter-

nal resources and capabilities. The table is presented in Appendix 2. 

 

3.6.7 Summation of research design 

The research design is based on qualitative data, gathered through semi-structured face-to-face 

interviews. Five companies are interviewed so as to map the Danish fashion industry and further 

analyse its internal resources and capabilities. The questions are based on the problem formula-

tion and what is needed to carry out the analysis. It is structured based on three research areas; 

dominant logic, marketing and internal resources. The sampling is non-random, because I had  

no control of who agreed to participate, however, the companies do represent the industry 

broadly in terms of what is important in this research: they are of different size, organisational 

structure, the number of export markets vary and they target different segments in the market. 
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The answers from the interviews are plotted into a table that makes it easier to extract, compare 

and further analyse. The research is tailored to its purpose and has therefore provided the data 

that was intended. 
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4 Theoretical framework 

Each of the theories will be described in relation to the Danish fashion industry and the analysis 

(section 5), followed by a description of how the theories have been operationalised to match the 

purpose of the thesis. The operationalisations of the theories are only applicable in this context, 

which will reinforces the foundation of the analytical parts. The project design in section 3.1 pro-

vides an overview of the structure of the theory and the analysis. 

 

4.1 The market  

To uncover the North-German market, a macro- and a microanalysis are applied; PEST and Por-

ter’s five forces. A PEST analysis explores the overall factors that companies cannot affect them-

selves, but which influence the companies’ turnover even so. (Andersen, 2007:137; Gillespie, 

2007). Porter’s five forces look into the companies’ immediate environment that affects them 

directly. The companies are capable of influencing their macro environment to a limited extent, 

thus making it important to know how the industry functions (Andersen, 2007:136). The market 

analysis is not about listing pros and cons, but rather seeing the industry as it is and use this to 

gain competitive advantage (Porter, 2008). 

 

4.1.1 PEST 

I have chosen to use the original PEST model and not the more recent PESTEL because envi-

ronmental and legal factors are not of paramount importance in this context: Environmental fac-

tors will be covered in the technological factors (section 5.1.1.4) because they are important to 

mention, but not a crucial market force. The legal factors are not relevant to cover either, as both 

Denmark and Germany are members of the European Union and legal matters on imports and 

exports are therefore identical. The point in this simple model is to provide an overview of a 

market. 

The PESTanalysis provides an overview of all the different macro-environmental factors that a 

company or industry needs to take into consideration, when focusing on the political, economic, 

socio-cultural and technological situation of the market (Andersen, 2007). The political factors 

cover the government, domestic investments and initiatives. The economic factors cover finan-
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cial policies, demographic factors and changes and consumer behaviour. The socio-cultural fac-

tors are the welfare system and cultural aspects such as the political consumer, food and taste in 

fashion. Technology covers technological development and online shopping (Gillespie, 2007). 

The analysis is a snapshot of the market at a given point in time and it may be necessary to re-

view the analysis often to stay up to date (Gillespie, 2007). 

The PESTanalysis will contribute to uncovering the market situation in North-Germany and an-

swer the first sub-question together with the analysis of Porter’s five forces (section 5.1.2). The 

results of the market analysis will be used in the analysis of the dominant logic and how it affects 

the Danish fashion industry (section 5.5). 

 

4.1.2 Operationalisation of PEST 

The PESTanalysis is a very general tool that is easy to apply in almost any case. The need for ad-

aption of the theory to the purpose of the market analysis is thus small. The only change is the 

choice of the original model instead of the newer PESTEL (section 4.1.1). 

 

4.1.3 Porter’s five forces 

An industry is a group of firms that offer a product or class of products that are similar and are close substitutes 

for one another (Mullins et al., 2005:86). According to Porter, the five forces are essential to be 

aware of, when creating a strategy to gain competitive advantages in an industry (Porter, 1979). 

When analysing an industry it is hard, if not impossible, not to mention and in some way make 

use of Porter’s five forces. Porter has created a highly useful concept for examining industries, 

and he was the first to categorize industries and the first researcher to deal with the concept in-

dustry. Many have commented on his model, and it has been the object of debate since its release 

in 1979. The outcome of his analysis framework is a structured industry view that provides the 

required knowledge to make a positioning strategy.  

Porter’s five forces examines the level of competition in an industry, influenced by the threat of 

new entrants, the bargaining power of customers or suppliers and the threat of substitute pro-

ducts or services (Porter, 1979). According to Porter, market shares are gained when the forces 

are taken into account in strategic planning. Competition in an industry is not manifested only in 

competitors, but in all the five forces that shape the industry (Porter, 1979). He emphasizes that 
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Competitive  

situation 

The bargaining 

power of new  

entrants 

The bargaining 

power of substitutes 

The bargaining 

power of  

customers 

The bargaining 

power of  

suppliers 

Andersen, 2007: 226 

the awareness of these forces can help a company stake out a position in its industry that is less 

vulnerable to be attacked, hence creating competitive advantages (Porter, 1979:137). To establish 

a good and competitive strategy for dealing with the five forces, a company needs to understand 

how the forces work in the industry, and how they affect the industry, because it is the industry 

structures that drive the competition in the long run (Porter, 2008:80). Lastly, every industry has a 

set of fundamental economic and technical characteristics, which give rise to the competitive for-

ces (Porter, 1979). In the following theory, internal resources and capabilities (section 4.2.2), Por-

ter’s value chain is used, although in an adapted form. Below each of the five forces is described 

according to the later use in this analysis. 

 

 

 

 

 

 

 

 

 

 

 

 

The bargaining power of buyers has great effect on the attractive value of a market. Powerful buyers, 

retailers or end-consumers can gain more value by forcing down prices, demanding better quality 

or better service, all at the expense of industry profitability (Mullins et al. 2005:90; Porter, 

2008:83). Penetration of the North-German market is only possible if the Germans want to buy. 

There are two kinds of buyers; the retailers and the end-consumers, and each fashion company 

needs to convince both groups of the uniqueness of its products. The buyers can play the com-

panies in the industry of against each other, demanding lower prices and better service. The buy-

ers’ size and the possibility of substituting products are factors that enhance the buyers’ negotia-
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tion power and small companies in a fragile financial state may have trouble refusing any kind of 

order. 

The threat of substitute products is alternative products that perform the same or a similar function. 

E.g. a dress from a Danish fashion brand versus a dress from a German or French brand (Porter, 

2008:84). Substitute products reduce the profitability of an industry by limiting the price that can 

be charged, especially when supply exceeds demand. But substituting products can be of a more 

broad kind, such as electronics, travels etc. (Andersen, 2007; Mullins et al. 2005:91). It is import-

ant to take the relative price of these substituting products into consideration, because the threat 

of substituting products can be very strong and more crucial than the competing companies in 

the industry (Andersen, 2007). Substituting products affect prices and profit, which consumers 

benefit from, as seen during the financial crisis, where the prices on fashion items have been re-

duced heavily and sales periods are extended to make sure everything is sold (Ostrynski, 2009). 

The threat of new entrants to an industry bring new capacity and a desire to gain market share that 

puts pressure on prices, costs and the rate of investment necessary to compete (Porter, 2008:80) 

In this case, new entrants could be another fashion industry’s entrance such as the Spanish or 

English fashion industry. New entrants will try to penetrate the market if the industry is con-

sidered attractive and has high profits or growth. But penetration also depends on the accessi-

bility of the market. It can be hard to obtain market shares, if new entrants have difficulties find-

ing distribution channels or communicating their image out to consumers (Andersen, 2007, Mul-

lins et al. 2005). For instance, the individual Danish fashion brands need the right agents to create 

the right contacts to the right people, to get their clothes on the market (Danvøgg, 2009; Georgi, 

2009). An assessment of the competitive form of the industry can give a good impression of the 

accessibility of the market. If there are many suppliers, as in the fashion industry, the entrance 

barriers are generally considered as low (Andersen, 2007). 

The bargaining power of suppliers concerns the manufacturers of the fashion clothing. Fashion manu-

facturers are often situated in Eastern or Southern Europe or in Asian countries such as China, 

India and Bangladesh where labour is inexpensive (Company A; Rye, 2009). Powerful suppliers 

can capture higher revenues by charging higher prices, changing delivery times or limiting quality 

or services (Porter, 2008). The Danish fashion companies are often not in a position to bargain 

about prices and delivery time, because the companies are small and independent, and the suppli-

ers do not depend on them for their revenues. Large companies like H&M, on the other hand, 

are in a much stronger position to bargain and require special services: If an industry or company 

accounts for a large portion of a supplier’s profit or volume, the supplier will want to protect the 
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industry through reasonable processing and assist in activities such as research and development 

(Porter, 2008:82).  

The competitive situation within the industry is the centre of the model in more than one sense. Apart 

from the visual position, the four other forces contribute to the competitive situation too in 

order to win market shares from their rivals. For example, this could be price-competition to gain 

consumers that have no preference of brand or quality of clothes. This leads to brandprofiles that 

can be very important, especially in the clothing and fashion industry. Potential growth on the 

market can also be a strong factor for new entrants and continuous competition within the in-

dustry to keep and win market shares. Horizontal or vertical integration can change the competi-

tive landscape of an industry considerably, e.g. Ecco A/S and Zara changed the general view of 

horizontal integration when the companies integrated their entire value chains (Pyndt, 2006; To-

katli, 2007). 

 

4.1.4 Operationalisation of Porter’s five forces 

Porter’s five forces is developed in the early 1980s and is based on traditional industries such as 

automobiles, aeroplanes and steel rather than the fashion industry. However, even in the fashion 

world, every business operates in a framework of suppliers, buyers, competitors, new entrants 

and substitutes, and one should bear in mind that a good strategy should never be based on one 

single model. Even in the 1980s, it was not advisable to build a strategy solely on Porter’s five 

forces. All strategies should be based on a careful analysis of all internal and external factors and 

on their potential development, which is also the case here (Recklies, 2001a; 2001b). For the 

Danish fashion industry to penetrate the North-German market, the knowledge gained from an 

industry analysis is necessary. The objective of this analysis is not to determine whether the in-

dustry is attractive or not, but rather to understand underpinnings of competition, in order to use 

them when developing future strategies (Porter, 2008). 

 

4.2 Internal resources and capabilities 

The second part of this analysis provides an understanding of the Danish fashion industry 

through an inside-out analysis. It is important to understand the industry along with its resources 

and capabilities in order to suggest how it can improve its competitive power on the North-
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German market. The analysis takes its point of department in sub-question two, which concerns 

the characteristics of the Danish fashion industry, and the resource-based view. 

 

4.2.1 The resource‐based view 

The choice of theory is Robert M. Grant’s framework for an analysis of internal resources and 

capabilities, whose point of origin is the resource-based view. The resource-based view is an eco-

nomic perspective used to determine the strategic resources available to a firm; resources whose 

exploitation may give a firm a competitive advantage (Barney, 2007). The basic assumptions of 

the theory rests on two conjectures: Firstly, the basis for a competitive advantage of a firm lies 

primarily in the application of the bundle of valuable resources at the firm’s disposal, which is the 

assumption of firm resource heterogeneity (Penrose, 1959; Grant, 2005:133; Wernerfelt, 1984:172). 

The second assumption draws on the work of Selznick and Ricardo and assumes that these re-

sources are either very costly to copy or inelastic in supply, which is called resource immobility (Bar-

ney, 2007:133). A firm’s resources are all the assets which it possesses, e.g. capabilities, compe-

tencies, organisational processes, firm attributes etc., that are controlled by a firm and that also 

enable the firm to conceive of and implement strategies designed to improve its efficiency (Bar-

ney, 2007). The terminology used to describe the financial, physical, individual and organisational 

attributes are almost as diverse as the number of scholars that have looked into the theory. Bar-

ney has adopted Wernerfelt’s definition, which simply names the attributes resources. Others, such 

as Bettis and Prahalad (1995) call the attributes the firm’s Dominant Logic, which I will look into in 

part three of the analysis (sections 4.3, 5.5). In this part, the term resources will be used as Werner-

felt, Barney and Grant do.  

Grant analyses the firm’s resources and capabilities through the value chain that Michael E. Por-

ter formulated in 1985, as also Barney suggests (Andersen, 2007; Barney, 2007). A value chain 

analysis forces the analyst to think about the resources and capabilities at a micro level, meaning 

that each of the activities that a firm is engaged in affects the financial, physical, individual and 

organisational resources of the firm (Barney, 2007:136). Through this understanding it is possible 

to begin to understand potential sources of competitive advantage for a firm in a more detailed 

way. But the value chain does not consider competitors, only the company in itself, which can 

make strategising hard, if the game rules on the market are unknown. Barney suggests one way of 

exploiting this understanding of the potential sources of competitive advantage, namely the 

VRIO framework, which is used to determine the competitive potential of a firm’s resources and 
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capabilities (Barney, 2007:162). Grant, on the other hand, argues for a strategy formulation based 

on the identification of resources and capabilities via the value chain and further appraisal of 

these identifications (Grants, 2005:131). 

At this point it is important to remember the point of the analysis and the purpose it serves in 

relation to the problem formulation. This thesis is intended to uncover how the Danish fashion 

industry can improve its competitive power on the North-German market and in relation to this 

part of the analysis, I will seek to enlighten the problem field through an analysis of what charac-

terises the industry. What is needed in this particular situation is a determination of the potential 

of the industry’s resources and capabilities, but indications of how to act upon them is also ne-

cessary in order to answer how the Danish fashion industry can improve its competitive power. 

Hence I regard Grant’s theory as the best choice for this purpose within the resource-based view. 

 

4.2.2 Internal resources and capabilities 

Grant’s theory of internal resources and capabilities consists of three steps, which end up in for-

mulating the future strategy of the firm. The first step is concerned with identifying the key resources 

and capabilities of the firm, the second step appraises the resources and capabilities, and the third step, 

develops the strategic implications, based on the two former steps. The theory will be used to compare 

the companies of the Danish fashion industry to one another, in order to find similarities and 

differences, instead of analysing one company in depth as Grant originally intended. The analysis 

will provide a broad characteristic of the companies in the industry and therefore fits very well 

with the scope of the second sub-question. 

Step one, identifying the key resources and capabilities, will create a foundation for the rest of the analy-

sis. The resources and capabilities identified here will be used in the later steps as a basis for the 

strategy. To identify the resources and capabilities it is important to distinguish between the two 

terms. Resources are the productive assets owned by the firm, while capabilities are what the firm 

can do (Grants, 2005:138). The goal is to make the individual resources work together to create 

organisational capabilities, which will help make the strategy that will lead to competitive advan-

tage. Establishing competitive advantage involves formulating and implementing a strategy that 

utilises the uniqueness of a firm’s portfolio of resources and capabilities (Grant, 2005:136). In 

practise, the demand and supply side is investigated. On the demand side the success criteria that 

makes the companies more successful than others in the same industry are looked upon. This 

means that the Danish fashion companies will be compared to one another and a joint assess-



The Danish fashion industry on the North-German market 

 

 31 

Porter, 2001:52. 

Inbound 
logistics 

Operations  Outbound 
logistics 

Marketing 
and sales 

Inbound 
logistics 

Firm infrastructure 

Human resource management 

Technology development 

Procurement 

Primary activities 

Su
pp

or
t a

ct
iv
iti
es
 

M
ar
gi
n 

ment of the resources and capabilities required for creating the success will follow. Hereafter the 

supply side is analysed via the company’s value chain, which divides the company into functions 

in order to make the strengths visible. The purpose of this is to facilitate the identification of 

each of the capabilities one by one. 

 

 

 

 

 

 

 

 

 

Porter’s value chain is here used to analyse and assess whether the Danish fashion industry’s re-

sources and capabilities are utilised in the best possible way. The value chain is divided into two; 

primary activities and support activities. Primary activities are involved in the physical creation of 

the products, sales, logistics as well as post-sale assistance. For the Danish fashion industry oper-

ations, outbound logistics and marketing and sales are the most important activities. Service is 

less important, because product and inbound logistics are primarily a matter for the manufactur-

ers. Support activities support the primary activities and each other providing purchased inputs, 

technology, human resources, and various firm wide functions (Porter, 2001:53). Here technol-

ogy is very important, as design is one of the activities that belongs to this category and the de-

sign of the fashion clothing is what sells the products. The value chain is very applicable to all 

manufacturing companies, such as the Danish fashion companies, but because the entire manu-

facturing process is outsourced, the operations activity provides a challenge. This activity is very 

important but due to outsourcing, this is actually not a part of the Danish fashion companies, and 

it also makes the whole production and further distribution rather inflexible because the collec-

tions are made to order. The technology and operations activities are furthermore required to 

work closely together on the design and manufacture of the fashion clothing. This requires highly 

developed computer programs that allow the units to co-operate easily (Melchior, 2008:128). 
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Step two appraises the resources and capabilities against two criteria. The first criterion is importance: 

which resources and capabilities are most important in conferring sustainable competitive advan-

tage? Dividing the resources and capabilities into groups of ‘needed to play’ and ‘needed to win’, 

make it easier to find the most important ones. Secondly, where are the strengths and weaknesses 

as compared with competitors? In this case, the interviewed companies will be compared in order 

to assess the whole industry. This requires an approach from different angles, alongside bench-

marking to obtain the right picture and cohesion of both the industry and its resources and capa-

bilities (Grant, 2005). The final task to perform in this step is to bring the two criteria, import-

ance and relative strength, together to highlight the Danish fashion industry’s key strengths and 

key weaknesses.  

In step three, a strategy that ensures the key resources and key capabilities are deployed to the greatest 

effect is formulated. The analysis of step one and two will clarify whether the strengths can be 

utilised better to improve competitive advantage. But it will also show whether key weaknesses 

can be upgraded or reduced in importance and perhaps improve competitive power (Grant, 

2005). 

 

4.2.3 Operationalisation of the internal resources and capabilities 

I use Grant’s theory in this thesis differently from the original intent of it, which is analysing in-

depth large multinational companies with many divisions . His theory is applied differently here, 

where the idea is to obtain a broader view of the companies in an industry and then compare 

them to one another to make a future strategy that suits the resources and capabilities of the in-

dustry as a whole. The outcome of the analysis is therefore a map of the industry that provides a 

general understanding of what the Danish fashion industry is capable of and how it can improve 

its competitive power on the North-German market from an internal perspective. The answers 

from the interviews are plotted into a table (Appendix 2) where I will extract data on a qualitative 

basis to use in my analysis to create a broad view of the Danish industry.  

 

4.3 The dominant logic of the Danish fashion industry 

What makes a company or an industry act the way it does and what affects the decisions that are 

made, both daily and strategic decisions? According to this theory all such decisions are based on 

a dominant logic, which characterises individual companies or industries. This dominant logic is, 
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however, invisible and only through interviews with top managers about basic views of strategy 

and the industry can it be identified (Bettis & Prahalad, 1995:9). The theory of dominant logic 

will be based on sub-question three; how does the dominant logic of the Danish fashion industry 

affect its own competitive power?  

 

4.3.1 The theory of dominant logic 

The dominant logic is an offspring of strategic management and the resource-based view, as im-

plied earlier in the thesis (section 4.2.1; Bettis & Prahalad, 1995). The theory is anchored in the 

daily changes faced by companies when industries and environment change faster than com-

panies are able to react (Bettis & Prahalad, 1995:6). These challenges suggest a lack of organisa-

tional intelligence to appropriately interpret and act on new information that companies are faced 

with. Normally the surfacestructures of the companies, industry and environment are examined 

to find answers to questions about how to act. However, Bettis and Prahalad believe that to un-

cover the answers, it can be fruitful to turn focus to the underlying structures and foundations, 

where the dominant logic of the company is to be found. Hence the analysis of the dominant 

logic of the Danish fashion industry will be based on the two previous analyses in this thesis; the 

market analysis and the analysis of the industry’s internal resources and capabilities. 

A dominant logic helps a company or industry to keep pace with the everyday challenges and of-

fers a pattern of actions to follow when faced with these challenges. In the fashion industry this 

can be observed when the companies are in a sales-period. The sales force visits all retailers indi-

vidually, show the collections and orders are placed. This is an expensive and highly time-

consuming sales method, which has been used for decades. No one, however, has suggested 

doing it differently, despite the possibilities that telecommunication and the internet offer today. 

The dominant logic is invisible to the company or industry and they do not question the way 

things are done or how decisions are made (Bettis & Prahalad, 1995). The theory offers a method 

to analyse the organisational intelligence that is affected by the dominant logic, so that the com-

pany or industries can become aware of it and further act upon it. 

The analysis will be split in two parts as shown in the model below; first the dominant logic of 

the Danish fashion industry will be identified via the analyses of the North-German market, the 

analysis of PEST and Porter’s five force and the analysis of the industry’s internal resources and 

capabilities. Secondly, an assessment of how the dominant logic affects the Danish fashion in-

dustry’s competitive power will be carried out. This will make it possible to answer this sub-
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Based on Bettis & Prahalad (1995). 

question, but it will also contribute to the answer of the mainquestion of the problem formula-

tion. 

 

 

 

 

 

 

 

 

To identify a dominant logic in the Danish fashion industry, an analysis of the industry is needed 

to establish how the firms act; both an inside-out and an outside-in approach is needed to 

achieve proper understanding of this. This will ensure that conclusions concerning the dominant 

logic of the industry are well documented and based on actual knowledge. To guide the identifi-

cation of the dominant logic, four analytical steps are used (Bettis & Prahalad, 1995:8). The first 

level will uncover symptoms that can lead to improvement of the Danish fashion industry’s 

competitive power. However, if no further analysis is made, this will only symptomatically treat 

the low competitive power of Danish fashion industry on the North-German market. Hence 

level two will suggest actions to take in the external environment via part one of the analysis; 

PEST and Porter’s five forces. The results of this analysis will be suggested actions to perform 

within the industry and on the market to improve competitive power. But, these actions will only 

reflect on the external environment, and the suggested actions will be for the industry to adapt to 

the market without considering the resources and capabilities of the industry. The third level 

therefore looks into the organisational systems and structures of the companies, and suggestions 

for optimisation of these are presented in order for the companies and the industry to be well 

positioned internally for improving competitive power. Hereby, the suggested actions to improve 

competitive power are based on both symptoms, external and internal analysis, which will ensure 

a thorough base for further action on the market. The fourth and final level will take all the for-

mer steps into consideration and unveil a dominant logic of the Danish fashion industry. A hid-

den barrier to enter and improve the competitiveness on the North-German market will then be 

uncovered and the analysis can continue to part two of this analysis, i.e. an assessment of how 

Part 1: Identification of the dominant logic within the Danish fashion industry 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the dominant logic affects the competitive power of the Danish fashion industry on the North-

German market. This assessment will clarify whether or not the Danish fashion industry puts un-

conscious obstacles in its own way in relation to improve its competitive power. 

 

4.3.2 Operationalisation of the theory of dominant logic 

As with Grant’s theory on internal resources and capabilities, this theory has been developed for 

multinational companies and I will use their theory to analyse small companies in the creative in-

dustry (Bettis & Prahalad, 1995). It therefore might seem like an unusual match of theory and 

problem. However, the point of the analysis is to enlighten possibilities to improve the competi-

tive power on the North-German market and the theory will add a very interesting and rational 

angle to the problem field. Having analysed the issue from an outside-in and an inside-out ap-

proach in the former two analytical parts, this final aspect will take both approaches into con-

sideration and put them into a new perspective of thinking about the classical issue of improving 

competitive power on a given market. The outcome of the additional aspect of analysis is more 

in-depth and will provide a broader understanding of the current situation of the company or 

industry on a given market. This understanding will lead to a new and improved strategy for win-

ning market shares and being more competitive. 

The aspects of organisational intelligence and organisational learning have been cut out of the 

original theory because they are not relevant for this thesis. It concerns organisational intelligence 

and learning within a company. Organisational intelligence is an organisations ability to learn and 

organisational learning is where the dominant logic is shaped through strategy, systems, etc. 

However, this thesis looks into an industry, uncovers the dominant logic and further assess how 

it affects the Danish fashion industry’s competitive power on the North-German market. 

 

4.4 Theoretical summation 

To answer how the Danish fashion industry can improve its competitive power on the North-

German market a broad view of the industry and the market is needed and the theories therefore 

clarify different aspects of the problem. The market analysis has an outside-in approach that 

looks into the macro environment through the PESTanalysis, while Porter’s five forces provide a 

micro-environmental analysis. The North-German market is hereby mapped and the tendencies 

and movements in society are uncovered. The industry analysis analyses the competitive situation 
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through the five forces; suppliers, buyers, new entrants and substituting products, to understand-

ing and further cope with the challenges the industry and market offers the Danish fashion in-

dustry. The second analytical part has an inside-out approach that explains the industry’s struc-

ture and activities. The interviewed companies’ value chain activities are uncovered and analysed 

to make clear what the resources and capabilities of the industry are. These are further appraised 

to discover how best to use them on the North-German market in order to improve the com-

petitive power. Finally suggestions are made as how to make a strategy that consider what the 

industry is capable of, does well and how best to use the key strengths. The third and final ana-

lytical part is the dominant logic of the industry. This theory takes a point of departure in the two 

former analyses and then looks deeper into the Danish fashion industry to reveal hidden logics of 

acting and thinking that have refrained the industry from changing and innovating to become 

more competitive. The dominant logic is revealed through several steps; first the symptoms of 

low competitiveness are uncovered; followed by recommended actions based on the external en-

vironment and investigations of the organisation systems and structures, before the dominant 

logic is uncovered. Finally the dominant logic is assessed to reveal how it affects the Danish fash-

ion industry on the North-German market. The analysis of the three sub-questions will make it 

possible to answer the mainquestion of the problem formulation satisfactory. 
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5 Analysis 

5.1 The situation of the North‐German market 

The fist analytical part will use PEST and Porter’s five forces to make a market analysis. Each of 

the two analyses will be summed up separately (section 5.1.1.5, 5.1.2.5), before they are merged in 

a discussion of the situation of the North-German market (section 5.1.3).  

 

5.1.1 PEST‐ analysis 

5.1.1.1 Political factors  

Germany has 82.2 million inhabitants that are governed by a federal government who shares the 

power with sixteen states (BBC, 2009). The political environment has been steady for decades 

due to an extensively developed political structure, based on federal democracy. (Euromonitor, 

2009). However, the country suffers from a continuously economic division; a remnant from the 

past, when the country was divided for more than four decades into East and West Germany 

(Library of Congress, 2008). Despite massive investments in the East this part of the country still 

suffers from extremely high unemployment (Library of Congress, 2008). Therefore purchasing 

power is much stronger in the western part of Germany, and highest in the city areas such as 

Hamburg, Düsseldorf, Bremen and Hannover (Appendix 1). All cityareas in Northwest Germany 

have a purchasing power above average, indicating opportunities for the Danish fashion industry 

on this market. The total unemployment rate in 2010 is expected to reach 11.2 percent, corres-

ponding to 4.7 million unemployed people, although the East will take a lead in unemployed citi-

zens. 

Only two decades after World War II, West Germany had become one of the world’s riches 

nations, with a prosperity that extended to all segments of the population (Library of Congress, 

2008). The economic prosperities later urged foreign workers to settle down, to keep the econ-

omy and production at speed. Today, however, the country faces challenges with the high num-

ber, nine percent, of foreigners that have settled in Germany, along with the problems of rebuild-

ing East Germany and the global economic recession (Euromonitor, 2009). The government has 

launched initiatives worth EUR 80 million to help the German economy recover from the severe 

damages caused by the recession; e.g. infrastructure investments, increased child allowance, and 
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tax reliefs. The aim of the initiatives is to kick start economy and to stimulate a number of areas 

to support an increased demand that will hopefully spring from this. The financial and political 

initiatives mentioned before aim at stimulating society in a broad sense in order to stimulate the 

economy from all angles. The broad-faceted policies are important in Germany, because of the 

differences in the population. Political stability is a strong factor when it comes to positive reli-

ance on the future and thereby the will to purchase, which is crucial for success on this market 

for the Danish fashion industry. 

 

5.1.1.2 Economical factors 

Germany has a socialmarket economy that combines free enterprise and competition with a high 

level of social services. The country has the world’s fifth largest economy, based on purchasing 

power parity (Library of Congress, 2008). But Germany’s economy struggled in the first half of 

the decade and once again in 2008. Germany officially entered into a recession in the beginning 

of 2009, which is visible in increasing unemployment rates and decrease in consumption (Eu-

romonitor, 2009). The country has met the severe economic recession by reductions in labour 

intensity as companies have used internal adjustment measures such as reduced working hours 

rather than reducing workforce, hence decreasing the unemployment rate (Quarterly EU Labour 

Market Review, 2009).  

In recent years, the German consumer behaviour has differed from the Danish, and the over-

heating that Danish economy has experienced, has been absent in Germany and as a conse-

quence the slow-down is less noticeable there (The Danish Foreign Ministry, 2009). Despite this, 

many are concerned about decrease in domestic demand, as consumers tend to change their buy-

ing behaviour. The trend points towards increased purchasing when prices are low, e.g. during 

sales and when discounts are offered, while designer clothing is slowly losing ground with the 

German consumers who have started regarding branded clothing as products that can be re-

placed by more favourable offers, such as mid-priced clothing and private labels (GMID, 2009). 

Nevertheless, it is predicted that the effects of the recession will cause a decline in sales over the 

coming years, hence a long and slow start-up seems likely for the Danish fashion industry, as the 

German economy is not expected to reach its 2008 level until 2014 (Euromonitor International, 

2009:3; The Danish foreign Ministry, 2009). Thus, as a result of the recession, the unit price of 

clothing has declined slightly in 2008, another proof of the growing interest in mid-priced cloth-

ing (Euromonitor International, 2009). On the other hand, the clothing sector grew by 0.6 per-
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cent in terms of value in 2008, reaching EUR 43 billion, another proof of the Germans’ increas-

ing interest in fashion. With an export of EUR 873 million the Danish fashion industry has a 

share of 1.8 percent of the total market, this indicates there is room for improvement for the 

Danish fashion industry (section 2). 

 

5.1.1.3 Social factors 

With more than 90 percent of the inhabitants living in cities, the Danish fashion industry has 

good prospects of distributing their products to a large part of the market fast (Library of Con-

gress, 2008). The welfare system is highly developed with benefits such as pension schemes, un-

employment insurance and social assistance, along with health-care, accident- and long-term care 

insurance. The Germans are therefore in a position to focus on needs and wants such as health 

and physical activities, which has made the demand for sportswear increase, but because of ex-

ternal factors, such as the recession, they are more careful when shopping. (Euromonitor Inter-

national, 2009). However, fashion and looks have become more important for the Germans and 

more attention and interest have been paid to a more modern look, compared to the classic look 

that has dominated German fashion for decades (Euromonitor International, 2009). This is 

promising to the Danish fashion industry that offers a Scandinavian and modern look different 

from the classic one that German companies supply (DAFI, 2009). 

Another trend is the political consumer that has become increasingly more aware of the envi-

ronment and ecology. The number of Germans interested in ecological clothing is increasing and 

in general ecological products have become a part of conventional households (The Danish For-

eign Ministry, 2009). This trend is expected to increase, as it constantly gains in popularity be-

cause consumers become more aware of the environment and health (Euromonitor Interna-

tional, 2009). However, ecological clothes are more expensive to manufacture and thus the price 

is higher than conventional clothing and this may have a say when the Germans are making the 

actual buying decision. As mentioned earlier (section 5.1.1.2), the Germans have become increas-

ingly more aware of price when shopping, so this might prove to be a challenge for the Danish 

industry, to offer ecological clothing at reasonably prices. 
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5.1.1.4 Technological factors 

Being a Western European country, the technological development in Germany is naturally high; 

in 2008 there were about 70,000 million internet users, and they are used to acquiring knowledge 

through the internet. Information about the Danish fashion industry is therefore obvious to dis-

tribute via the internet. Translation of websites into German might be a success criterion, as the 

Germans prefer doing business in their own language (The Danish Foreign Ministry, 2009). Due 

to the recession many consumers turn to online shopping looking for clothing at more favour-

able prices (Euromonitor Internaitonal, 2009). Approx. 29 million Germans shop online and 

50,000 retailers also offer their products online. The turnover in the clothing sector in 2008 on 

online sales was EUR 4.6 billion, which is an increase of 18 percent compared to the year before 

(CMID, 2009). It is not only young Germans who shop online; the elder segments are online too 

and consumers living far away from clothing retailers also have a chance to participate in fashion 

shopping. But, attention and investments in internet marketing are needed from the Danish fash-

ion industry. Success in online sales in Germany is linked to online commercials and banners 

(Euromonitor International, 2009). The right position of the brands is very important for the 

consumers to find them. Online sales of Danish clothing in Germany will therefore, most likely, 

become a success and a good way to penetrate the market and communicate its message to the 

Germans interested in fashion and clothing.  

 

5.1.1.5 Summation of the PESTanalysis 

Although very close to Denmark geographically, the Germans do things differently, both cultur-

ally and when doing business; their sense of fashion is different too. The northern federal states 

have 34.6 million inhabitants and the country has a social market economy with free competition, 

extended social services and a steady political environment, although it is still split economically 

in East and West Germany. The purchasing power is in the Western part of the country, and 

above average in North West Germany, which is one of the reasons the Danish fashion industry 

has its focus here. In 2010 the total unemployment rate is expected to reach 11.2 percent, but in 

reality the number is expected to be much higher in the Eastern part of the country and propor-

tionately lower in the West. The overheating of the economy as seen in Denmark in recent years 

has been absent, as the Germans have increased their consumption more moderately. The Ger-

man market is thus more stable than the Danish one at this point of the crisis. However, the 

German market is not expected to reach its 2008 level until 2014, indicating a long period of low 
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turnover. This is also visible because the Germans have shopped down and favoured sales pe-

riods where clothing has been discounted. They still demand quality for their money and are very 

loyal. In other words, designer labels have been abandoned in favour of private labels and other 

brands in the medium and budget price segment. This fits the positioning of the Danish fashion 

brands as they are often found in the medium segment, although in the high end. Other trends 

have an impact on the fashion market too: The unit price has decreased during the last year due 

to the crisis and increased sales and discount periods; the political consumer, demanding ecologi-

cal clothing, has become a stronger factor; an increasing interest in health, which is shown in a 

rising demand for sportswear; an emerging interest in fashionably children’s wear and finally 

growing attention to accessories and shoes as a fashionable and cheaper addition to clothes. 

 

5.1.2 Porter’s five forces 

5.1.2.1 The threat of new entrants 

The North-German fashion market is a very large and diverse market, but it is also a very attrac-

tive market and many are keen on penetrating it and obtaining their share of the market (section 

5.1.1.2; Hillmose, 12.11.2009). The North-German fashion market is difficult to enter, because 

finding the right distribution channels is a complicated task and reaching the consumers is diffi-

cult too. Many brands are competing for the consumers’ attention and because of the conserva-

tive and traditional attitude to fashion it can be hard to convince the Germans switch to new 

brands, since they are very brand loyal (Dietrich, 12.11.2009). These concerns pose a challenge 

for the Danish fashion industry in order to gain a market share and be more competitive.  

When the Danish fashion brands want to enter the North-German market it is crucial that they 

do it right, which means that first of all they need to find the right agent to co-operate with, one 

who understands the North-German demand, values and style. Many Danish fashion brands 

have a different look than what Germans prefer and that makes it hard to sell the collections, be-

cause the demand for these products are low (Emig; Frantzen, 12.11.2009). The Danish fashion 

industry thus needs to understand the German women better and design clothes for this market 

more specifically. Furthermore the brandloyal Germans may be hard to persuade to purchase 

clothes from brands that are unknown to them (Hillmose, 12.11.2009). Especially now that con-

sumption is decreasing slightly, and the German consumers have become very conscious about 

price and quality (section 5.1.1.2; GMID, 2009). To reach the retailers in Germany that sell the 
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clothes to end-consumers, the Danish fashion brands need to attend fashion fairs. Bread & But-

ter and Premium in Berlin are the most important ones to enter when penetrating the North-

German market (Eis, 2010; Danmarks Eksportråd; Hillmose, 2009; Kusch, 12.11.2009). Contact 

to retailers and possible agents can be made here and the press also has access. The German 

fashion fairs further attract many foreign purchasing agents, which means that possible new con-

tacts to agents in other markets may be a possibility also. When this is said, it is also very import-

ant to emphasize that each brand needs to find the right strategy for entering the market and not 

copy a previous market penetration strategy or another brand’s market entry strategy. The em-

phasis on this is due to the high level of self-taught people in the industry that are not always 

aware of the importance of strategising and other business issues (Fashion Accelerator seminar, 

29.10.2009). 

 

5.1.2.2 The bargaining power of buyers 

The group of buyers consists of retailers that are business-to-business buyers, and the end-

consumers. The Danish fashion industry will mainly deal with the retailers, however, these are 

highly influenced by the end-consumers, as they sell clothing to them. Therefore the Danish fash-

ion industry will need to follow the demands of the end-consumers to survive on the market and 

direct interaction with this group is necessary. At this point in time, during the recession, the 

German consumers demand low prices and high quality (Euromonitor International, 2009; The 

Danish Foreign Ministry, 2009). These two criteria might seem conflicting, but the Germans 

overcome this by simply waiting for the sale or special discounts, which cut turnover for the 

shops and retailers, hence they become more careful and order less clothing the following season, 

and the fashion brands suffer too.  

Before the recession the Germans had increased their consumption of branded clothing, but re-

cently this has changed, and the medium-segment clothing, private labels and discounted clothing 

are now the preferred purchases (section 5.1.1.3; GMID, 2009). This increases the chances of 

success for the Danish fashion industry. Danish fashion companies focus on quality in design, 

raw materials and manufacturing which is seemingly consistent with the demands of the North-

German consumers. However, the North-Germans in general think negatively of the quality of 

Danish clothing, because they think it is expensive and of poor quality, and therefore avoid buy-

ing it. The Danish fashion industry is thus faced with a challenge of changing this perception 

(Emig; Frantzen; Hillmose, 12.11.2009).  
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Another trend on the market is ecological clothing, which increasingly more Germans are inter-

ested in, but also here they are price-oriented (Euromonitor International, 2009; Svendsen, 2009). 

According to Merete Juhl Svendsen, Export Coordinator at the Danish Embassy in Berlin, they 

want more politically correct products (12.11.2009). This makes it hard for the manufacturers to 

launch ecological collections, because the raw materials are more expensive than the regular ones, 

but the consumers are not willing to pay extra. The interest in accessories has increased too, be-

cause of the fashionable addition they add and because they are often a cheaper way of updating 

an outfit. Especially career-oriented women are interested in these products and preferably by 

international brands (Euromonitor International, 2009). This group of consumers has increased 

in both number and purchasing power over the years and the Danish fashion industry needs to 

target this segment (CMID, 2009). In 2008 the private labels had 14.5 percent of the market value 

share, C&A Mode and H&M, both in the lower medium price segment, followed with respec-

tively 8.7 and 7.7 percent of the market value share, underpinning the importance the Germans 

place on inexpensive clothing (Euromonitor International, 2009). The branded clothing in the 

high-end price segmentation is the group that has suffered the most from the recession and the 

decreased demand, because of falling turnover. 

 

5.1.2.3 The threat of substituting products 

Substituting products can be other brands supplying fashion clothing or accessories, travels or 

electronics, either they are in direct or indirect competition. All these very different products are 

in competition with the Danish fashion goods. The German consumers have a certain amount of 

money to spend on consumption each month and the supply is various, such as other fashion 

brands and accessory suppliers, but also suppliers of sportswear, which has been of increasing 

interest to the German consumers (section 5.1.1.3; Euromonitor International, 2009). Increasing 

attention is also paid to children’s wear which has increased by more than 3 percent since 2003, 

mainly due to growing interest from parents in appearance and quality clothing for their offspring 

(Euromonitor, 2009). Shoes and accessories have also received rising attention because they pro-

vide a sense of personal touch and individuality, which is very much in demand (Euromonitor 

International, 2009:1). Designer or branded clothing, on the other hand, is slowly losing import-

ance, and the Danish fashion industry needs to take advantage of this and target the consumers 

that now shop in the medium segment (section 5.1.2.2). 
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Products such as electronics or travels are also competitive products in the sense that consumers 

may choose to spend the money they have for fashion items on either travelling or a new TV or 

an MP3-player. These products give the consumer an experience, which is a keyword for German 

consumers these years (Hillmose, 12.11.2009). The challenge for the Danish fashion industry is 

therefore to find a new way to offer their customers an experience both during and after shop-

ping. The advantage for Danish fashion is that its look is very unique, no other country supplies 

this kind of fashion, and not many other brands are in the high-medium segment where most 

Danish fashion brands are positioned (Dietrich, 12.11.2009). 

 

5.1.2.4 The competitive situation within the industry 

Important factors to consider in this respect are pricecompetition, branding profiles, growth po-

tential and competition in general (Mullins et al. 2005). Due to the recession, the consumers have 

become more price-sensitive than what has been the case earlier. This behaviour is visible in the 

demand for lower prices, but still high quality, resistance to pay the full price of branded clothing, 

and the increased sales of medium priced clothing (section 5.1.1.2). The competitive landscape in 

this respect is highly complex and it is therefore very important for the Danish fashion com-

panies to find its own strategy for entering the market. With high entry barriers and very different 

perceptions of fashion compared to the Danes, it is a difficult market to navigate in. It is there-

fore of crucial importance to find the right distribution channel, such as an agent, preferably a 

local one who knows the market, norms, values and how to do business. A way to get in contact 

with local agents and to be seen by the press is the German fashion fairs, such as Bread & Butter 

and Premium, which take place in Berlin twice a year (The Danish Foreign Ministry, 2009).  

A strong brand profile is a necessity to succeed on the North-German market. The Germans are 

very brand loyal and conservative, especially in the Hamburg area. This is also the area with the 

highest purchasing power in North Germany, and Hamburg is therefore an obvious city to start 

exporting to (Kusch, 12.11.2009). With Hamburg as a point of departure, there is potential for 

growth. However, due to the effects of the financial crisis, the German retailers are not very en-

thusiastic when it comes to engaging new brands, but rather prefer safe fashion brands for their 

shops and brand-loyal customers. The Danish fashion industry therefore needs to sharpen its 

brand profiles and prepare for a long and slow market penetration. 
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5.1.2.5 Summation of the analysis of Porter’s five forces 

The German market has high potential and it is very attractive, but the high entry barriers make it 

crucial to formulate the right entry strategy for each fashion company and get hold of the right 

local people in the first attempt. The Danish fashion industry has many competitors on the mar-

ket, both direct competitors such as German fashion brands, international fashion brands, acces-

sories, sportswear, children’s wear and indirect competitors offering very different products, such 

as travels and electronics. The German consumers demand experiences when shopping, and this 

could be a way to differentiate and also a way to compete with the indirect competitors. One way 

to offer different experiences could be online shopping, which has increased 18 percent from 

2008 to 2009, thus indicating a possible entry to the German market (section 5.1.1.4). The Ger-

man market has high potential, but it is currently in a recession, wherefore patience and a long-

term strategy is important. Further an adaption to and understanding of the German fashion de-

mands seems necessary. 

 

5.1.3 Discussion of analyses of the North‐German market situation 

As a basis for the discussion of the analysis of PEST and Porter’s five forces, Dansk Fashion & 

Textile’s reasons for focusing on the German market are used (section 2.2). Despite the fact that 

the North-German market is marked by the recession, it continues to be the largest importer of 

Danish fashion goods and focus on this market is therefore important (section 2). The market 

has great potential for the Danish fashion industry: the augmented sales of designer clothing be-

fore the recession began indicates that the Germans are willing to pay the price of designed cloth-

ing. But due to the recession, consumption has become more careful, which can also be seen in 

the growing interest in discounted clothing, and the Danish fashion industry is likely to face a 

number of years with slow growth in turnover. However, patience and a sound penetrating strat-

egy is a sound foundation for the industry to win and keep a market share. 

Despite reduced sales of designer clothing, the market is stable and has shown no signs of cur-

rency fluctuations. Also the lack of cyclical fluctuations makes it a more safe market to penetrate 

for the Danish fashion industry, because supply, demand, employment and payment all are 

steady, which enhance the consumes trust in the future. The more trustful the consumers are, the 

more they purchase, making demand increase, which is why the German government has 

launched economic initiatives (section 5.1.1.1). Being one of the largest economies of the world, 

the question is also whether the Danish fashion industry can afford not to penetrate the German 
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market, especially as it is a neighbouring country and the mutual knowledge and understanding of 

the two countries is good (section 5.1.1.2).  

Although many of the Danish fashion brands are present on the North-German market already, 

the market is far from utilised and the penetration level is low; only 1.8 percent of the total mar-

ket share (section 5.1.1.2). Dansk Fashion & Textile has benchmarked the German consumption 

of Danish fashion to the Swedish consumption of Danish fashion, and it is seven times bigger. If 

the Danish fashion industry should gain seven times more market shares, it would hold 12.6 per-

cent, which is close to the market shares of H&M and C&A Mode together and the private labels 

(section 5.1.2.2). The question is then whether it is realistic for the Danish fashion industry to 

supply 12.6 percent of the entire German fashion industry, when consumption of fashion is 

smaller than in Denmark and Sweden (The Danish Foreign Ministry, 2009). 

The Germans have become more interested in private labels, which is where most Danish brands 

are positioned and that creates a foundation for a deeper penetration of the market (section 

5.1.1.2). The unexploited potential of the market and the challenges it offers are rather contra-

dicting and the question is, where this leaves the Danish fashion industry? The industry will need 

to compose a creative entry and penetration strategy that differentiates it from other players in 

the market. This position will need to express the Danish fashion concept but at the same time 

match the demands of the market, both in terms of price and design. Generally speaking the 

Danish fashion industry has a solid point of departure for penetrating the North-German market, 

if the market is considered in isolation, but the following analyses of the Danish fashion in-

dustry’s internal resources and capabilities and the dominant logic of the industry will show if the 

industry itself puts obstacles in its own way.  

 

5.2 Analysis of interviews 

The idea behind the interviews is to analyse them with the intention of finding similarities be-

tween the interviewed companies and use this as a basis for mapping how the Danish fashion 

industry is constructed. The analysis of the interviews will therefore not provide an in-depth an-

alysis of the industry, but rather give an overview. The data from the interviews has been put into 

a table with keywords to make it easier to find relevant similarities between the companies (Ap-

pendix 2). The scheme in Appendix 2 has the companies listed horizontally and the questions 

from the interview guide listed vertically. The answers from each respondent have then been re-

duced to short sentences and keywords to help provide the overview of the industry. Each of the 
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questions is related to the following analysis of the internal resources and capabilities that will be 

analysed through Porter’s value chain and most of these questions further relate to more than 

one part of the value chain. See section Error! Reference source not found. for a presentation 

of the companies. 

 

5.3 Internal resources and capabilities  

This analysis relates to the second sub-question of the problem formulation: what characterises 

the Danish fashion industry? The analysis will uncover characteristics of the industry and the 

findings will be discussed in section 5.4 following the analysis and the answer to the sub-question 

will be given in section 6.  

 

5.3.1 Step 1: Identifying key resources and capabilities 

To organise and categorise these various resources and capabilities, the companies are analysed 

using Porter’s value chain (section 4.2.2). The focus is on similarities, cohesions and overview 

and is therefore not a ‘by the book’ analysis: It is a tool to pinpoint the critical issues and 

strengths of the Danish fashion industry. Hence the emphasis will be on the different activities of 

the value chain that make a difference for the industry on the German market. 

 

5.3.1.1 Demand side 

The success factors of the Danish fashion industry according to the demand on the North-

German market are fashion design, differentiated and strong brand profiles, and company growth 

despite the financial recession. These key success factors further imply a list of capabilities and 

resources, namely; brand strength, continuous product development, a large European-based dis-

tribution, quality of clothing, low cost production and strong balance sheets. These parameters 

create a sound foundation for the competitiveness of the Danish fashion industry. 
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5.3.1.2 Supply side 

Inbound logistics is the first activity in the value chain. The production of clothing takes place in 

other countries than Denmark and therefore the materials are not stored by the Danish fashion 

companies, but at the plants. Choosing the materials is, however, an important task performed by 

the company and all of them seek to differentiate themselves by choosing fabrics, buttons and 

details that express their particular brand profile. 

Operations is a central activity of the company as it concerns the production of products, which 

are manufactured in India, China, Lithuania, Poland, Italy, Portugal and a very small part in 

Denmark. The production starts roughly four months before delivery to the buyers, which makes 

it a long manufacturing process, but also a central part of making clothes. Companies A, B, C and 

E use the manufactures strictly for manufacturing the clothing, while company D also has the 

construction and pattern making of the clothing made here. 

The next activity to address is outbound logistics. Company B has the most developed method of 

handling warehousing. It has outsourced it to a hotel storage that handles the unpacking and re-

packing of the clothing and the further shipping to retailers. The other companies handle this 

themselves at their own warehouses. Company B has furthermore outsourced its invoicing to an 

international company that makes sure that all invoices are paid in time. 

Marketing and sales are both outsourced and handled in-house. The sales force is a mix of agents 

and own sales people for all companies and the clothing is sold both at fairs and through per-

sonal selling at the individual shops. Close dialog with the buyers and the end-consumers is im-

portant along with exposure in magazines and media. Being recommended to the end-consumers 

by the different fashion magazines provides much free publicity and increases the knowledge of 

the brand, which is very important as none of the companies use advertising, due to small mar-

keting budgets of three to five percent. This is the general level for advertising budgets, though 

(Tokatli, 2007:30). Most of these budgets are spent on look books and fairs, none of the com-

panies host fashion shows due to their costs. Newsletters and member clubs are also important 

ways of communicating directly with end-consumers and to make them aware of events, sales, 

etc. that will make them more interested in the brands. Furthermore, it is an easy way to access a 

large group of consumers for a very small amount. Four of the interviewed companies, A, C, D 

and E are positioned in the price segment high medium, with an average price of 1,100 DKK, while 

company B as the only brand in the survey has positioned itself in the medium segment, with aver-
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age prices of 700 DKK (Appendix 3). Company B’s pricing strategy has offered a growing num-

ber of consumers during the financial crisis (section 5.1.1.2). 

A personal and high service level is needed in the industry. Company A has changed the order 

system to fit the German demand and to get more retailers on the market. Companies A, D and 

E have further acknowledged the need to change their fashion design to match the demand. In 

this regard company A has noticed a demand for some of the older styles used several seasons 

ago on the Danish and Nordic markets. These fit very well with the North-German understand-

ing of fashion, thus updated styles have been launched as new styles at a very small cost. 

All of the interviewed companies and other Danish fashion companies use agents on the export 

markets to sell their products. Having the right agent that understands and commits to the brand 

DNA is crucial to succeed on the individual markets. Agents are often locals that thoroughly 

understand the market and fashion demands here. If a company is to be successful over time, 

according to company B, it needs to be in a constant growth, because the fixed costs keep in-

creasing. 

Many companies within the Danish fashion industry are small-sized companies, and the human 

resource management activities are therefore not in focus, however, Dansk Fashion & Textile 

offers up to two weeks of additional education per employee a year and different discount ar-

rangements (Dansk Fashion & Textile, 2009). The industry organisation has taken over certain 

areas of a human resource department, because the companies are not able to perform these 

tasks themselves. The employees in the small companies are needed to perform many different 

tasks and overlap one another. Utilised in the right way, this can lead to unique synergies that can 

be used by each company to differentiate itself.  

Technology development covers among other things design, which is very important since the 

product is fashion clothing. Company C has developed a special dress edition that is offered each 

season. This is dresses from the main collection that are re-designed based on feedback from 

agents, sales people and the buyers. The design of the special dress edition is made by a group of 

employees performing different tasks within the company and very little time is spent on the re-

design of the dresses. This creative way of offering an extra collection of items that are sold after 

the main collection is a very clever way of selling additional products that the buyers feel safe 

buying because they have had a possibility of influencing the design. Company A is doing a simi-

lar thing when old styles are re-designed. An important resource to company B is their tracking 

system of the clothing via barcodes, which at all times quickly will be able to respond to new or-
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ders, if they have the clothing stocked and they also are able to follow the clothing from the 

manufacturer to the warehouses in Europe. The system generates unique knowledge about the 

bottlenecks, how quickly the fashion clothing reaches the market and the rate of turnover. The 

system makes it possible for company B to respond very quickly to the market and their stocks 

can be reduced to a minimum, due to fast delivery. Company D mentioned that the Germans are 

very keen on knowing such things and the tracking system may very well become a competitive 

advantage for company B.  

The final activity is procurement. All the companies seek to differentiate themselves through 

both design but also through fabrics, special buttons and other details to make their clothing 

unique.  

 

5.3.2 Step 2: Appraising resources and capabilities 

In this part the identified resources and capabilities are assessed: first, the importance of the re-

sources and capabilities is looked upon and second which strength and weaknesses there are in 

the companies that represent the industry. The most important resources and capabilities are 

those that help create the Danish fashion industry’s brand image. This means factors such as de-

sign processes, operations and that Danish fashion has found a niche in the market with the 

unique design (section 2.1). Being able to formulate a marketing strategy that matches this, setting 

the right prices and maintaining a standard of quality, price and brand image is crucial to keep the 

image as a successful industry on the export markets. Especially the German consumers demand 

high quality and are very price sensitive when it comes to fashion products. 

Three resources are important in the industry: brand, design and quality. The brand image of 

each of the companies and the Danish fashion industry in general has a strong branding strategy 

and a strong brand image too (Kruse, 12.11.2009). The look of Danish design has a strong iden-

tity, based on understated luxury, fashion essentials and a relaxed look for everyday life that can 

easily be transformed to a more formal look (Company D, 21.01.2010). This Danish fashion 

DNA and the position in the high medium segment makes is necessary to provide a high quality 

of materials and manufacturing (Appendix 1). This brand image has made Danish fashion an ex-

port success, based on the fact that the clothing export has doubled from EUR 1.48 to 2.82 bil-

lion in the last ten years (Dansk Fashion & Textile, 2009).  
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In the interview survey the number of export countries reaches 22, which proves that Danish 

design is very wearable and popular in other markets. Furthermore the Danish fashion industry is 

the fourth biggest industry in Denmark, also indicating the success of the Danish fashion design-

ers (section 2). However, it is necessary to draw attention to the fact that none of the companies 

in question have marketing budgets that allow them to advertise. The usual marketing budget for 

fashion companies is three to four percent, just as the Danish fashion industry has, which could 

indicate that the challenge is the size of the companies and not the size of the budgets, meaning 

that the bigger the company, the bigger the budget (section 5.3.1.2). They are in other words 

faced with the same challenges as other fashion companies and industries, but knowing this, the 

Danish fashion industry should turn it into a competitive advantage along with the strength of 

being the only supplier of the Danish fashion look. 

The Germans have a different approach to what is fashionable, they prefer a more conservative 

business look (section 5.1.1.2) and they do not consider Danish fashion to be quality clothing 

(section 5.1.2.2). This view on Danish fashion can be an obstacle that can prove difficult to over-

come in order to gain market shares. Especially when this is considered together with the fact 

that many Danish fashion companies do not have marketing budgets that allow advertising, they 

are therefore dependent on being mentioned and having their clothes shown in media such as 

fashion magazines or worn by celebrities, which may be the key to recognition of brands in the 

public. As a result the Danish fashion industry faces a paradox when it comes to promoting the 

Danish fashion look, as this in general does not appeal to the Germans. Companies A, C, D and 

E are aware of this and are currently considering how to overcome this obstacle the best way in 

relation to their brand. One way to change it could be to use benchmarking against the brands on 

the German market, both the German brands that fully express the norms and values of the 

North-German fashion look, but also brands from other countries that have managed to penet-

rate the market and obtain a market share. Three of the interviewed companies use benchmark-

ing, although it is mostly informal observations of other fashion companies. However, bench-

marking can also be a comparison to companies from another industry that are engaged in oper-

ations very different from the Danish fashion industry. For example: when it comes to logistics it 

might be effective to benchmark against a company such as FedEx or GLS, while Zara or Toyota 

might have some interesting approaches to manufacturing, and perhaps Nokia or Apple consider 

product design in a different way that might inspire to an optimisation within the Danish fashion 

industry (Grant, 2005:147).  
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From a business angle the sales concept outside fairs is a challenge too. The sales force visit each 

of the retailers in the sales periods, which is very time consuming compared to what is sold. Col-

lections sometimes consist of up to 500 styles, which makes it hard work to unpack them often 

and set them up in different showrooms. If the collection does not look perfect every time, the 

company can lose customers according to company B that is the biggest of the interviewed com-

panies, but it is also the most technologically developed of them. Reconsidering the sales concept 

may be necessary to improve the competitive scope of the Danish fashion industry. 

 

5.3.3 Step 3: Developing strategy implications 

This final part of my analysis of the Danish fashion industry’s internal resources and capabilities 

concerns formulating a strategy for the industry in relation to penetrating the North-German 

market (section 4.2.2).  

The biggest challenge for the Danish fashion industry is the low budgets for advertising, which 

make the Danish fashion brands vulnerable since they rely on being mentioned in magazines and 

they are also dependent on other’s opinions about their brands. However, the brands seek to ap-

proach the lack of money in creative ways that are less expensive, such as direct mail and loyalty 

programs that are targeting the end-consumers. Furthermore, many shops have their own news-

letters that consumers can sign up for. 

The two key strengths are the brands and the design focused traditions that appeal to a broad 

segment. The clothing is easy to wear and mix and match with other styles to obtain an individual 

look. However, at present time, the Danish fashion industry has not managed to exploit the 

utility maximisation of their brands. Thus a strategy that improves the marketing, with the given 

limits, must be made. This will help the Danish fashion industry create a stronger brand profile 

and increase their buyer network and sales. 

The marketing strategy is currently focused on business-to-business communication, but this im-

plies that the retailers handle the marketing of each brand to the end-consumers. The sales peo-

ple may have personal preferences and some brands will perhaps not be presented optimally to 

the consumers. A future marketing strategy will therefore benefit from focusing more on busi-

ness-to-consumer communication and make the end-consumers more familiar with the brands 

and perhaps make them ask about these brands in their local and favourite fashion shops. The 

advertising will then reach both the end-consumers and the retailers. Presently, the interviewed 
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brands rely on being mentioned and shown in fashion magazines that fit their segmentation, 

which is an easy way for consumers to learn about new brands. On the North-German market, it 

may be a strategic good idea for the brands to team up in co-opetition, co-operation between 

competitors, in order to create a stir about the Danish fashion industry (Kure & Normind, 2007). 

This could be done by making an additional issue to a fashion magazine, exclusively about the 

Danish brands within this group of co-opetitioners. Here the Danish way of dressing, with mix-

ing different brands and styles to create a unique and personal look, can be exposed and encour-

age the Germans to do the same.  

Direct emailing is a very in-expensive way of reaching the end-consumers. Information about the 

brand and its collections, campaigns, invitations to sales and outlets, can be presented to the end-

consumers here, and engage them too through competitions, e.g. about inviting friends to join. 

Loyalty programs in connection with an online shop can encourage end-consumers to stay up-

dated on collections and links to a Facebook-group and Twitter can give the fashion company a 

chance of communicating directly with the end-consumer and get their feedback too, also called 

conversation marketing. The web-shops can refer to the retailers that sell the brands in question 

as well. Research on how the internet market is structured in Germany and also what information 

and features they prefer having access to on the internet is a step on the way to a competitive ad-

vantage online. Fairs targeting end-consumers could also be launched. Today, only the buyers are 

invited to the fairs, while the end-consumers do not have an opportunity to get an overview of 

the trends of the season. Following the local fashion weeks, an additional fashion week for the 

end-consumers, showing the present collections, could be an idea. Each of the brands have their 

sales pitch set-up, which means that they only need to change the collection to the one that have 

just reached the shops. The end-consumers will then have a chance to visit and see the full collec-

tion, talk to the designers and the other employees of the brand, get a relation to the brand and 

give their own feedback to the companies. If the brands become more visible to the end-

consumers sales are most likely to increase, which will make the marketing budgets increase too 

(section 5.3.2, Tokatli, 2007). 

 

5.4 Discussion of analysis 

The analysis has provided a sound overview of the Danish fashion industry and clarified its inter-

nal resources and capabilities, but it has also shed light upon the challenges it faces. This can be 

used in several ways: first of all, the outcome will be used in the final part of the analysis, the 
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dominant logic of the Danish fashion industry (section 5.5); secondly, the overview of the in-

dustry will provide the answer to the problem formulation and finally the outcome of the analysis 

might be an eye-opener for the Danish fashion industry, and make it realise how similar the 

companies are, despite their efforts in differentiating themselves from one another. As company 

D stated during the interview; Danish fashion clothing is very similar after all. This can, however, 

be a strength, but not until the industry realises this and takes advantage of it. 

The recommendations suggested above in section 5.3.3 are all relatively inexpensive, but in the 

end it will be a matter of costs, as the analysis has shown. The companies do not have the money 

for big marketing strategies and creative ways of advertising and reaching the customers are nor-

mal. Each of the brands are therefore forced to figure out where they think they will get most 

value for money and focus on this. A point of departure could be the key strengths identified 

above in the analysis: the Danish design style and the brands. But the target group should be 

changed, so that the communication strategies focus on the end-consumers, instead of the busi-

ness-to-business relations as it is now. Reasons for focusing communication on the business-to-

business relations could be that it is easier than reaching the end-consumers; the retailers are 

clearly defined along with the other brands they sell. Also, the retailers are a narrow group that 

are much easier to communicate with than an un-defined group of end-consumers, since many of 

the Danish brands have troubles defining their target group (Tran, 2008). 

The consequence of business-to-business communication focus is that the fashion companies 

have either very small or no touch with the end-consumers and their preferences in style, price, 

demands, etc. There is simply no contact with the end-consumers and they have no possibility of 

communicating back to the brands what they think of them. Hence, buying fashion products is 

not an experience in relation to the brand, because of the lack of interaction between the fashion 

brands and the end-consumers. The retailers have an opportunity here to create an experience 

when selling the clothing, but the end-consumers will then focus on the experience as provided 

by the shop and not the fashion brand. Imagine that the piece of clothing you are to buy came 

with some sort of experience from the brand, an invitation to interact online, or a presentation of 

the brand attached to the price label or a story of how this particular item was made that make 

you remember the brand and the buying experience. That will make you more loyal to this brand 

and make you prefer it the next time you shop. Another possible way of making the end-

consumers interact with the brands and get direct feedback is to make focus groups, perhaps 

company C could use this when re-designing their special dress edition. 



The Danish fashion industry on the North-German market 

 

 55 

One of the key strength, the Danish design style, offers a paradox though when compared to the 

preferences of the North-German market as identified in section 5.1.1.3. The Germans have pre-

ferred a classic fashion style for decades and they have not been warm in welcoming the Danish 

design style as reported by companies A, C, D and E. Changes have been necessary or only parts 

of the collections have been sold here due to the different demand. When expanding the export 

to more countries, the collections must be expanded too, to match the demand of the number of 

markets the brand exports to (Melchior, 2009). The fashion brands need to be aware of this 

paradox and not change their collections to fit the different demands, but rather enhance it to 

embrace the different preferences on the different markets. Also, the Germans have become 

more in favour of a modern look in recent years, which will make it easier for the Danish fashion 

industry to become successful on the market. 

The analysis also recommended penetrating the North-German market in clusters of companies 

in a co-opetitive manner where competing firms co-operate in specific activities. Such a strategy 

would benefit from the fact that many of the Danish fashion companies have, if not a similar, 

then complementary design profiles. A cluster penetration will make it less expensive to enter the 

market, make the brands more visible, make it easier to attract attention and reach retailers and 

consumers and in the end make it less difficult for the brands to obtain a market share. Penetrat-

ing the market based on a strategic market entry of several brands teaming up will attract media 

attention that will increase the knowledge of the presence of Danish fashion. If the Danish fash-

ion industry starts to co-operate in this respect, it will make the industry stronger and more com-

petitive, providing a network for the individual fashion companies they can draw upon when 

faced with challenges.  

In sum, the Danish fashion industry has a sound foundation for entering and becoming success-

ful on the North-German markets. The key strengths, the design focus and the brand profiles, 

are important to keep in mind to make penetration successful, and new and innovative thinking is 

important too when entering to attract attention from the media and consumers. The biggest 

challenge the industry faces is the low budgets for advertising and other marketing initiatives to 

make the customers aware of the presence of the Danish fashion industry. 
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5.5 The dominant logic of the Danish fashion industry 

The final part of this analysis will uncover how the Danish fashion industry acts, and how this 

affects its competitive power. It will draw on the knowledge that the two former analytical parts 

(sections 5.1 and 5.3) have accumulated. 

 

5.5.1 Level 1: Uncover of symptoms  

This step will seek to uncover the symptoms of lack of competiveness that the Danish fashion 

industry suffers from on the North-German market. First of all, the Danish brands are not very 

visible on the German market. Both buyers and end-consumers are not aware of the presence of 

Danish brands, they are overshadowed by other brands that have a stronger position on this 

market, both German and international brands. The North-Germans, being very traditional and 

conservative when it comes to clothing, prefer to buy from brands they know and that have a 

strong brand position. Put differently, the Danish fashion industry needs to increase its presence 

on the North-German market. This will, however, require that the industry invest more in the 

penetration and advertising of the clothing and the brands. This will increase the knowledge of 

the industry on the market and sales will grow too, based on the new positioning and the Ger-

mans’ knowledge about Danish clothing. Discounts given on the clothing could also prove to be 

a factor to increase sales (section 5.1.1.2) and finally, optimisation of the Danish fashion com-

panies, such as organisational structure and finance will make the Danish fashion industry more 

competitive on the North-German market.  

 

5.5.2 Level 2: Recommended actions based on external environment 

The next level will suggest actions that the Danish fashion industry can take in the external envi-

ronment, based on the analysis of the North-German market (section 4.1). In general the Ger-

man fashion market is hard to enter, due to its size and because the Germans’ fashion preference 

is different from that of the Danes. Germans prefer a more traditional look compared to Danish 

fashion and although a shift has been observed towards a more modern look in recent years (sec-

tion 5.1.1.3), the Danish fashion industry still faces challenges on this market regarding the look 

of the clothing. Companies A, C, D and E have expressed concern regarding this issue in relation 

to their penetration of the market. The German market is also quite different from the Danish 
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one in the sense that Germans do business differently from Danes. Agents that understand both 

the Germans and the Danes are therefore essential to market penetration and further success. 

But the right agents are not the only means the Danish fashion industry will need. Branding each 

of the brands is a necessity because many North-Germans think negatively of the quality and 

price of Danish clothing (section 5.1.2). What the Germans demand are good quality and low 

prices, which can be hard to obtain, as price and quality are mostly linked. This will be a challenge 

for the Danish fashion industry to overcome and it will be even harder to meet the demand of 

the Germans, since they have recently started to become more interested in the environment and 

ecological products. Ecological products are per definition more expensive, hence this may be a 

demand that Danish fashion companies cannot overcome. Offering cheap, yet ecological clothes 

is a task for high street stores such as H&M and C&A, since they are able to buy large quantities 

at once and thereby decrease the production costs, in terms of buying materials and bargaining 

with their suppliers (Hines & Bruce, 2007). 

The Germans have lately become very interested in three segments within the clothing industry. 

The first one is sportswear; the second segment is children’s wear and finally accessories, which is 

the segment to pursue (sections 5.1.1.3; 5.1.2.2; 5.1.2.3). Most of the Danish fashion brands have 

some accessories in their collections, but a small collection of accessories may be an eye-opener 

for the Germans towards Danish fashion and a means to strengthen the profiles of the Danish 

brands on the North-German market. A way to enhance sales and knowledge about the Danish 

fashion industry is online shops. More than half the German population uses the internet (sec-

tion5.1.1.4), and 52 percent of the online shoppers are women, making them the segment to pur-

sue when it comes to online fashion shopping (section 5.1.1.4; Hines & Bruce, 2007:266). What is 

needed to penetrate the online fashion market in North-Germany is online banners and commer-

cials and translation of the sites into German, which will also make it possible to reach the entire 

German market, together with Austria and the German-speaking part of Switzerland (section 

5.1.1.4).  

 

5.5.3 Level 3: Investigation of organisational systems and structures 

The third level of the analysis is based on section 5.3. Because the Danish fashion companies are 

small and medium-sized, they are often flexible and can adjust easily, compared to multinational 

organisations. However, it is likely that there are some procedures that can be carried out differ-
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ently in order to strengthen performance and improve competitiveness. The following sections 

will look into marketing and web-shops. 

Several of the interviewed companies have downgraded their marketing functions and focus on 

other activities within the organisation (Companies A, D and E). Lack of focus on marketing ac-

tivities will decrease the companies’ or even the whole industry’s understanding of the market 

and their end-consumers (Tran: 2008:81). Not understanding their target audience can lead to a 

loss of competitive advantage: If the companies do not understand their customers, they will not 

be able to make clothes that fit the demand of the market, and in the end this may decrease their 

opportunities for successful market penetration. Furthermore the lack of sales material for the 

sales force will make penetration impossible. 

None of the brands in the study have online shops. Many brands have refrained from launching 

online shops due their buyers that have made it clear that they are not fond of the idea (Hines & 

Bruce, 207:267). They believe that online shops will become competitors, but among experts 

there is a growing consensus that brick-and-mortar shops should fear the internet as a shopping 

alternative less than originally thought (Hines & Bruce, 2007:267). However, online shops offer 

services that retailers cannot; few retailers offer the entire collection of each brand, a web-shop 

has a bigger reach than brick-and-mortar shops, both domestically but also abroad if the page is 

translated; and the clothing is supplied at the same price as the retailers charge. Finally the web-

sites are a key tool for communication (Hines & Bruce, 2007:262).  

The challenge for the fashion companies is to manage a web-shop, which will require invest-

ments for the design and maintenance of the site and also employees to process ordered goods. 

However, it will make the company less dependent on the retailers and the consumers will always 

know where to go for that specific item they cannot find elsewhere (Hines & Bruce, 2007). An-

other advantage of web-shops is an increased contribution margin, because the retailer is cut out. 

This could mean that a company can enter Germany as a whole and not penetrate it bit by bit. 

Studies have shown that what is shopped online is often additional purchases to brick-and-

mortar shopping, and according to Hines and Bruce (2007) it is naïve to think of the various 

shopping channels to market in isolation. Rather they should be seen as different types of shop-

ping experiences, as consumers are combining the various channels and making a channel selec-

tion based upon mood and lifestyles demands, also called multichannels (Hines & Bruce, 

2007:268-270). 
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5.5.4 Level 4: Exposition of dominant logic 

The Danish fashion industry is founded on old traditions, which shapes the industry today. In the 

1960s the Danish fashion identity was formulated by a number of Danish designers, such as 

Dranella, Mugge Kølpin Design, Bent Visti and Lise Lotte Wiingaard, that after conquering the 

Danish home market started to export and established a reputation of Scandinavian fashion de-

sign, corresponding to the contemporary Scandinavian industrial and furniture design (Melchior, 

2008:72; Tran, 2008:20). The export success of Danish fashion in the 1960s and the following 

decades has made Danish fashion what it is today. Put differently, the industry is basing actions 

and decisions on how things have always been done, roughly speaking. Some things and proced-

ures have changed, such as the communication, size of companies, fashion identity and design 

are rooted in the past and seem to have acted as a guideline of how to do things. This has pre-

vented the industry from thinking out of the box and doing things in a new way, as the dominant 

logic predisposes specific ways to analyse and relate to gathered information, and new ideas, con-

cepts and knowledge are rarely taken into account.  

First of all, the industry needs to look upon communication in a new way and start to include the 

end-consumers and provide opportunities for them to engage in and be a part of the brand in 

order to create long-term relationships with the brands that they prefer. Today the consumers are 

more active than earlier and they are not satisfied being passive spectators, which indicates that 

the fashion companies need to face a change towards a two-way communication strategy to en-

sure consumer loyalty and survival on a highly competitive market (Bjerregaard, 2010). 

Only four companies have gathered a larger brand portfolio, namely BTX Group with sixteen 

brands; IC Companies with eleven brands; Bestseller with ten brands; and Metropol with six 

brands (bestseller.com; iccompanys.com; btx.dk; metropoldk.com). These companies seek to ex-

ploit the brand platforms in order to gain a competitive advantage, both in Denmark and abroad. 

The small independent companies should seek to form cooperative platforms that can improve 

their competitive advantage too. Each of the small companies have no power on the market, but 

if they team up they will have a stronger platform to work from when penetrating markets 

abroad, launching new collections at the fashion weeks and possibly cutting costs if integrating 

certain activities within the companies, such as procurement, human resource management, 

manufacturing etc. A joint brand platform could therefore shift the balance of the competitive 

situation of the market as this would obtain more bargaining power in relation to buyers, suppli-

ers, new entrants and substitute products due to accumulated and hence more resources. Ap-

proaching manufacturers together and thereby placing larger orders will provide Danish fashion 
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companies with more bargaining power and make it easier to achieve better prices and delivery 

on time. Penetrating a new market in a group of brands will also make it easier to establish a 

name on the market, and costs are cut down too; making it possible to get more value for money 

and experiences for the consumers. Brand platforms can further use ideas carried out by the four 

established brand companies, such as concept stores that carry whole collections of each of the 

co-operative brands (iccompanys.com; metrolpoldk.com). Possibilities in regard to the North-

German market could be to integrate men and women’s clothing with children’s and sports 

clothing, together with dining possibilities; the Germans prefer shopping where all needs can be 

covered at once, ‘convenience’ being the keyword (The Danish Foreign Ministry, 2009). 

The third issue to cover, which suggests a dominant logic, is the Danish fashion brands reluc-

tance to launch own web-shops. The Danish market has several web-shops that provide Danish 

fashion, but only a few of the Danish fashion brands have their own web-shops, supplying the 

full collection (section 5.5.3, appendix 2). Online shopping is a growing trend in Germany, and 

with more than a fourth of the population shopping online, it is possible to reach a larger seg-

ment than if only having brick-and-mortar shops (section 5.1.1.4). Suggestions of how to use col-

lections, information about the manufacturing and the qualities of the fabrics used, together with 

the possibility for the end-consumers to interact with the brand directly will all serve to improve 

loyalty towards the brands. Furthermore, the cost of implementing the web-shop on new markets 

is relatively low.  

 

5.5.5 Assessment of how the dominant logic affects the Danish fashion industry  

Three dominant logics were uncovered in section 5.5.4; first, the attitude towards communica-

tion; second, lack of co-opetition between the brands; and third, the reluctance to launch own 

web-shops. Each will be assessed below in this section. 

The communication aspect affects the industry when reaching the consumers and building a rela-

tion to them. At present time the industry has a one-way approach towards communication, as 

described in sections 5.5.3 and 5.5.4. The consequences of changing focus are many; the end-

consumers need to find the Danish brands themselves, which will make the industry more and 

more invisible in the years to come. The large international fashion houses have started a new 

wave of communication, conversational marketing, with online television, blogs, etc. and soon 

others will follow (Bjerregaard, 2010). The Danish fashion industry needs to act now to benefit 

from the media attention this new communication will get and it needs all the attention it can get. 
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The second dominant logic is the lack of co-operation. Today the Danish fashion industry is 

fragmented with many small independent companies. These have little chance of penetrating the 

North-German fashion market, and they are too small and insignificant to be noticed to an ex-

tent that will make them successful, hence co-operation is crucial. Today the individual com-

panies do not have the ability to market themselves (section 5.3.1.2), and the industry always 

worked like this; a number of companies supply substituting products, together they form an in-

dustry. The companies are competitors and thus they do not share secrets and how they do 

things (Mullins et al., 2005). However, the Danish fashion industry needs to embrace change to 

survive and start cooperating to improve its competitive power. If the industry becomes stronger, 

it will also become more successful. The consequences of not acting, and thereby also how the 

dominant logic affects the Danish fashion industry, are less or no media attention, less business 

within the North-German market, no improvement of its competitive power and less experience 

with export. 

The third and final dominant logic is the reluctance to launch web-shops. Many of the Danish 

fashion companies do not have web-shops, although more and more brands open online shops. 

However, most of the brands’ collections are sold online through retailers that have brick-and-

mortar or web-shops. Launching a web-shop is time- and resource-consuming too and many 

brands cannot afford to invest in such a project, even though their contribution margin per unit 

from the web-shop will be higher, because the intermediary link is cut out. The attitude towards 

online shops is not based on the history of the industry to the same extent as the former two 

dominant logics that have been identified. In this case, the retailers’ opinion about the brands’ 

own web-shops have an effect, since they have expressed a concern about the cut in sales, be-

cause they assume that consumers will turn to the brands’ own web-shops. However, the cloth-

ing is sold at the same prices as at the retailers’ and they should focus their attention on loyal 

consumers and service, while the fashion companies will sell to consumers that know exactly 

what they want but have failed in finding elsewhere (Pedersen, 2010). Some of the fashion brands 

are also against allocating resources to web-shops, as many retailers have web-shops of their own; 

in Germany 50,000 retailers have online sales (The Danish Foreign Ministry, 2009). The industry 

is dependent on the German retailers that control the access to the end-consumers. A web-shop 

strategy with direct communication to end-consumers will make the industry less dependent on 

retailers and secure the necessary feedback from the market, as well as increasing the demand at 

the retailers for Danish fashion design, changing the current push strategy to a pull strategy 

(Andersen, 2007). 



The Danish fashion industry on the North-German market 

 

 62 

5.6 Discussion of analysis 

The three identified dominant logic are relatively easy to change and the key issue is differenti-

ation. The Danish fashion style, quality and price are the keywords in this process and each of the 

brands need to find their own identification within this field, so there is cohesion between the 

fashion brands (section2; 5.3.1.2). All the dominant logics are interrelated, which makes is easier 

to begin at one point and continue to the next, making it one long process of change, instead of 

three separate steps: The communication aspect is linked to both web-shops and co-opetition, 

which is further directly linked to the web-shops as seen in the newly launched web-site fashion-

fifteen.com, where Scandinavian brands have joined forces in a new brand initiative to create the 

… hottest online shopping spot for fashion (fashionfifteen.com, 2010). The site links to the mono-brand 

web-shops, because the entire collections of the brands are not offered at fashionfifteen.com. In 

the end, each brand needs to decide what it can afford in resources, time and money in order to 

adapt the brand to the needs of the market. 

The North-Germans are becoming increasingly interested in Danish fashion and the opportuni-

ties of the market are many: the demand for well-designed quality fashion clothing has increased 

in recent years, although the financial recession has made it slow down; the interest in online 

shopping; the size of the population makes is attractive (section 5.1.1). However, the Germans do 

business differently than the Danes, and it is important that the Danish fashion industry under-

stands and adapts to the German way in order to penetrate the market. Trends in North-

Germany encompass ecology, the environment, accessories and online shopping (section 5.5.2).  

Launching ecological sub-collections is therefore a way to attract the attention of the Germans or 

involvement in environmental issues, possibly as a part of a corporate social responsibility pro-

gram. Corporate social responsibility is an important theme in Germany and the field of com-

mitment depends on the individual companies. In relation to the Danish fashion industry a 

commitment in the local areas where the clothing is manufactured is obvious (The Danish For-

eign Ministry, 2009). All this needs to be communicated to the North-Germans and preferably in 

a two-way communication manner such as blogs, mails or Facebook, so that the Germans have a 

possibility to engage and give the companies feedback. Newsletters and customer databases are 

further initiatives that will keep the consumers within reach in an inexpensive way. 

Regarding online shopping, it is necessary to offer a German version of the web-sites since the 

Germans prefer communicating in their own language, making investments in translation of web-

shops necessary, along with online banners and commercials (section 5.1.1.4). Supplying the 
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whole collection directly to the end-consumers is important, and it adds to the lists of supply 

channels where the clothing is offered, making it easier for the end-consumers. The approach to 

such an adaption is that a number of different shopping sites provide various shopping experi-

ences for the consumers, each of them supporting the other. Furthermore, it is paramount that 

the clothing is sold for the individual brands and the industry as a whole to survive, hence the 

easier access the consumers have to the clothing the more is sold. 

The final dominant logic that affects the Danish fashion industry is the lack of co-opetition. This 

can be put into practise as brand platforms, either as online or brick-and-mortar shops, offering 

various fashion brands, such as fashionfifteen.com or Norr (metoropoldk.com; norrstores.com). 

Norr offers its six brands from unique concept stores that host a small café too for the hungry 

customers along with magazines and comfortable seating in the fitting room. Each of the brands 

support one another in design, style and quality, thereby offering the consumers a unique chance 

of shopping different brands that compliment each other under one roof. Furthermore, this con-

cept addresses the Germans that prefer convenience shopping, where several different products 

can be found at one place. Another option of co-opetition is for the brands to co-operate in the 

manufacturing part, using the same suppliers and submitting large orders at once. Thereby they 

will be able to improve their bargaining power and push prices in order to make higher contribu-

tion margins themselves. But a brand platform can also be of a more invisible character from the 

end-consumer’s view, such as Fashion Accelerator, which is a development program for new 

companies with growth potential. Here the selected companies are offered knowledge, counsel-

ling, network and challenges, financed by EU’s Regionale Fond, Region Midtjylland, Region 

Hovedstaden, and further co-operates with Teko, Danish Fashion Institute and Danish Fashion 

& Textile (fashionaccelerator.dk). 

To sum up this discussion, the three identified dominant logic are relatively easy to act on as they 

are all interrelated and much can be done even though the industry cannot afford big changes. 

Communication needs to be changed from a one-way communication strategy to a two-way 

strategy, so that the consumers have a possibility to engage in the brands and tell their story. This 

can be done through Facebook, blogs or mails and the companies needs to create customer data-

bases and send out newsletters. The North-German market offers many possibilities (section 

5.1.3; 6.1), but the Danes need to adapt to the country’s culture and way of doing business that is 

different from the Danish ones, even though it is the neighbouring country (section 5.1.1.2; 

5.1.2.1; 5.1.2.2, 6.4). Online shopping has been a growing trend on the North-German market 

too, and the Danish fashion industry must embrace the opportunities it provides, such as another 
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channel to supply their fashion to consumers. The final issue covered in the discussion above is 

the lack of co-opetition. If the Danish fashion industry co-operated more on different projects 

such as joint web- or brick-and-mortar shops, manufacturing and intra-industry networks, more 

knowledge could be generated and used as a competitive advantage on the North-German mar-

ket. 
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6 Closing discussion 

This section will answer the three sub-questions first and then use these answers to answer the 

mainquestion in the end. 

 

6.1 What is the competitive situation of the North‐German market? 

The competitive situation of the market is generally good, but it does provide challenges, of 

which not all can be changed by the Danish fashion industry. The effects of the international fi-

nancial crisis, such as a more careful attitude towards consumption, the fact that the market is 

hard to enter and the Germans’ loyalty towards brands are not possible to change. But the latter 

may turn into an advantage in the future for the Danish fashion industry, together with the atti-

tude towards consumption. Currently, the most important weakness is the low market penetra-

tion and a large but unexploited market. However, the market offers many opportunities too: 

Germany is the largest importer of Danish fashion goods, it is a steady market despite the reces-

sion; there are no cyclical fluctuations; supply, demand, employment and payments are also 

steady; and there is a mutual understanding and knowledge of each other between the Danes and 

the Germans. The prospects of the market are many: including that the Germans are trustful in 

the future and the government have launched initiatives worth EUR 80 million to kick start the 

German economy; both promise increased consumption in the near future. The German econ-

omy is further one of the largest in the world and the fact that the Germans have started to care 

more and more for fashion and have become willing to pay the price of fashion is a good sign 

too. The North-German market prefers a conservative look, but recently a trend towards a more 

modern look has been identified, which is very promising for the Danish fashion industry, espe-

cially when combined with one of the highest purchasing parities in the country and a growing 

interest for the medium-priced clothing, which is where the industry is positioned. In short, the 

competitive situation of the North-German market is very favourable for the Danish fashion in-

dustry and ditto for the near future. 
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6.2 What characterises the Danish fashion industry? 

The Danish fashion industry is a fragmented industry with many small individual companies that 

are not related and not working together in any way. However, it has been possible to find similar 

characteristics based on the primary data that was collected for this analytical part. The interviews 

have proven that the companies are similar in origin of design style and that the organisations are 

built the same way, although they are of different styles. The low marketing budgets have forced 

the companies to become creative when reaching for their buyers, but it has also forced them to 

focus their attention on communication to the retailers and not the end-consumers. This puts the 

fashion companies in a fragile position, because they are without control of how the brands are 

communicated to the end-consumers and they are further in no position at the moment to 

change this – unless their marketing focus is changed, which is one of the key findings. The in-

dustry’s key strengths, the brand profiles and the design style should be the point of departure in 

all new strategies and collections and serve as a foundation for both the individual fashion 

brands, but also for the industry in general. The key challenge on the other hand is the lack of 

resources for advertising and marketing, and creative means are necessary to overcome this as the 

industry is allocating what appears to be the normal budget to the marketing department, namely 

three to four percent (section 5.3.1.2). The recommendations given in the analysis and following 

discussion will be covered in the answer of the mainquestion in section 6.4. 

 

6.3 How does the dominant  logic of  the Danish  fashion  industry affect  its 

own competitive power? 

The dominant logic of the Danish fashion industry affects the competitive power of the industry 

negatively. Action needs to be taken to change them or the competitiveness may become worse 

in the coming years. The three identified dominant logics; the attitude to communication and co-

operation and the lack of web-shops, are important to look into. The lack of change can be seen 

from two angles; from an internal and a competitive perspective. The internal perspective is a 

matter of whether the Danish fashion industry wants to change at all and develop into an innova-

tive industry, while the competitive perspective makes it a necessity that the companies change. If 

the Danish fashion industry will not change, other fashion industries will and take over the Dan-

ish brands’ market shares, not just on the North-German market, but also on other international 
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ones. If the dominant logics are not faced and dealt with, the competitive power will decrease 

and both be the reason for and be caused by a lack of innovation within the industry.  

Today fashion is about more than just launching a new collection of clothes twice a year that 

matches the tendencies, it is also about presenting the brands in a way that makes them interest-

ing to interact with and relate to. That is why it is crucial for the fashion brands to engage in a 

conversation marketing that involves the consumers, such as newsletters, blogs, customer data-

bases, Facebook and Twitter. The consumers will be able to communicate to others how they use 

the clothing, why they like the brand etc. and thereby inspire others to buy the brands in question 

and inspire the brands to innovate and develop the coming collections. Such a communication 

strategy calls for multi channels that supply the consumers with fashion, so that they can be in-

spired online and buy it at the same time. A possible way to finance these initiatives is to cut the 

fixed costs by cooperating more between the brands on administrative task, even though they do 

not have the same owner.  

 

6.4 How can the Danish fashion industry improve its competitive power on 

the North‐German market? 

The analyses and discussions have revealed four issues that the Danish fashion industry needs to 

work with in order to improve its competitive power on the North-German market. The first 

thing is to understand the Germans, their culture, society and their way of doing business. This 

will make the penetration of the market much easier and the Danish fashion industry will benefit 

from the understanding, as it will be easier to interact and understand the feedback from the 

Germans. At the same time the Germans will approve and appreciate the effort the Danish fash-

ion industry has put into learning about their culture. The second issue the Danish fashion in-

dustry will benefit from is innovation of its communication strategy. Transforming it into a two-

way communication- or conversation strategy focused on the consumers will make it more attrac-

tive for them to buy and interact with. The third issue is an innovation of the online appearance 

and is closely linked to the second issue. The online appearance should include a web-shop and 

several options for the consumers to interact with each other and the brand. This could include 

blogs written by both the brand and the consumers, style guides made by the brands that the 

consumers can comment on and upload own ideas to as well, competitions and links to Twitter 

and Facebook. The web-pages need to transform into brandplatforms where consumers, retailers 

and the hosting brands can interact. The fourth and final issue is co-opetition among the differ-
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ent brands. This can be between brands that only supply women’s clothing or men’s clothing or 

between brands that supply different fashion items; men’s, women’s and children’s wear, accesso-

ries, sportswear, homewear, underwear etc. The knowledge that each brand possesses is worth 

sharing as a means to gain a competitive power on the North-German market. The co-opetition 

could be carried out in several ways, e.g. as joint orders for manufacturing and thereby cutting 

costs and increasing bargaining power in relation to the manufacturers; it could take form as net-

works within the industry sharing any kind of knowledge and information; teaming up in clusters 

could be a new way of penetrating new markets as a joint force; it could be a means for co-

operation with locals on the market and to better understand the environment; or establishments 

of brick-and-mortar shops on the North-German market, such as Norr that only carries Danish 

brands that complement each other. All of these suggestions will improve the competitive power 

on the North-German market, but it is up to each of the Danish fashion brands to make up 

whether they will pursue doing business better than before and keep innovating the fourth big-

gest export industry in Denmark. 
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7 Conclusion 

The Danish fashion industry is a traditional industry that transforms raw materials into products 

ready to be sold. The industry is the fourth largest industry in Denmark in terms of export, which 

reaches about EUR 5 billion a year. However, it is also one of the smallest industries with only 

3,500 employees. This makes it an industry with the highest value added per employee and also 

the ninth largest exporter of clothing products of the OECD countries. The manufacturing of 

fashion goods is outsourced to a number of countries, but mainly Southern Europe, India and 

Asia, while the knowledge intensive work is kept in Denmark, such as design, logistics, marketing 

and sales. The industry is characterised by autodidacts without formal educations in their field of 

work, which causes challenges when competing against other fashion industries that are highly 

educated on very competitive international markets. Therefore the industry is in need of business 

people, because most employees within the Danish fashion industry have a creative background. 

In other words, the industry is in need of a more equal balanced workforce consisting of both 

creative and business people that understand each other’s fields. 

The foundation for this thesis has been Dansk Fashion & Textiles’ focus on the German market, 

which is based on their members’ interests; 60 percent have expressed a wish of focus on the 

German market. However, the focus is based on economic reasons too: If each German con-

sumed the same amount of Danish fashion as each Swede does, the total export of Danish fash-

ion would double and reach about EUR 10 billion a year. This is the setting for the problem for-

mulation, but other issues are important to consider too: it is a neighbouring market that has no 

cyclical or currency fluctuations; the creditworthiness is high; the Germans know of Danes and 

vice versa and finally, the market has a great unexploited potential. The market was demarcated 

to concern the northern part only due to purchasing power parity and the difference in culture 

across Germany; the northern part is much closer to Denmark both geographically and mentally. 

The problem formulation is therefore:  

The problem formulation is parted in three analytical approaches that each contributes with dif-

ferent perspectives that make it possible to answer the mainquestion. Each part will be answered 

below: 

The first sub-question: What is the competitive situation of the North-German market? concerns the mar-

ket and the competitive situation of the North-German market. A PESTanalysis was applied first 

to pinpoint the political, economic, social and technological aspects of the society that are rel-
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evant for the Danish fashion industry when penetrating the market. This analysis shed light upon 

the market forces that can influence the Danish fashion industry. The second analytical tool was 

Porter’s five forces that looks into the German fashion industry and analyses the competitive 

situation here with the Danish fashion industry in mind. The analysis of PEST and Porter’s five 

forces provide a static outside-in view of the market and the industry and make clear what factors 

may affect the Danish fashion industry directly on the North-German market. 

In short the competitive situation of the North-German market is very favourable to the Danish 

fashion industry and ditto for the near future: The competitive situation of the market is favour-

able since the Germans move towards the modern Danish fashion look and the highest purchas-

ing parity is found in Northern-Germany. These factors are promising for increasing consump-

tion in the near future, despite the noticeable effects of the international recession and the low 

market penetration. However, Germany is the biggest importer of Danish fashion goods and one 

of the largest economies of the world and further penetration of the North-German market is 

within reach for the Danish fashion industry. 

The second sub-question asks What characterises the Danish fashion industry? Robert M. Grant’s 

framework for analysing internal resources and capabilities was applied to answer this. The foun-

dation of his framework is the resource-based view and uncovers what the industry is capable of 

and which resources it should utilise when penetrating the North-German market. Grant uses 

Porter’s value chain to analyse the different activities a company is engaged in at a micro level. It 

looks at how they affect a firm, which makes it possible to understand potential sources of com-

petitive advantage for a firm and is used to suggest actions to improve the competitive power on 

the North-German market. The Danish fashion industry is described and analysed based on 

interviews with five fashion companies, each representing a different size, structure and age of 

organisation. The interviews were afterwards analysed based on their similarities in order to map 

the industry and its resources and capabilities.  

The thirds sub-question asks: How does the dominant logic of the Danish fashion industry affect its own com-

petitive power? The Danish fashion industry is a fragmented industry that does not work as a team. 

The interviews have shown that the companies are similar in origin of design style and organisa-

tional structure. The key challenge is the lack of marketing focus and budgets that have forced 

the industry to become creative, but it has also made the industry focus its attention on business-

to-business communication, which puts it in a fragile position in relation to communication to 

the end-consumers. This group only receives information about the brands from retailers, which 
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the brands have no control of. The key finding is the need for change of the marketing focus, 

which should be based on the key strengths, which are the brand profiles and the design style. 

The third and final sub-question looks into the dominant logic of the Danish fashion industry, 

and uncovers the underlying structures and foundations of it and where the dominant logic is to 

be found. The theory reveals the logic behind the actions and decisions that are made and helps 

the industry to keep pace with its everyday challenges, while offering a pattern of actions to fol-

low when faced with these challenges. The dominant logic is invisible to the industry and it does 

not question the way things are done or how decisions are made. The theory therefore offers a 

method to analyse the organisational learning and organisational knowledge that are affected by 

this dominant logic, so that the companies or industry can become aware of it and act upon it. 

The analysis has made clear whether the Danish fashion industry is performing any activities that 

hinder its competitive power on the North-German market.  

The dominant logic of the Danish fashion industry affects its competitive power negatively and a 

change is necessary to develop it into a new and innovative industry. The dominant logics are 

identified as being the attitude to communication and co-operation and the lack of web-shops. 

The competitive power will decrease if no action is taken, because fashion is about more than 

launching a new collection of clothes twice a year that matches the tendencies; it is also about 

presenting the brands in ways that make them interesting to interact with and relate to for the 

consumers. A conversation marketing strategy that involves the consumers is suggested along 

with launches of web-shops; both as brand platforms and as mono brand web-shops. Co-

operation between the brands on manufacturing, penetration of new markets and marketing and 

sales is suggested too in order to change the dominant logic of the industry. 

The problem formulations’s mainquestion asks: How can the Danish fashion industry improve its com-

petitive power on the North-German market? The analyses and discussions have revealed four issues 

that the Danish fashion industry needs to work with in order to improve its competitive power 

on the North-German market. First, the industry needs to understand the Germans better when 

doing business with them; second, the communication strategy needs to be changed from a one-

way approach to a two-way approach. Thirdly, the industry must innovate its' online appearance 

based on conversation marketing, but the industry also needs to launch mono brand web-shops 

that supply the full collections of each brand, so that the consumers can always locate specific 

items easily. The fourth change that is needed is better co-operation within the industry and es-

pecially between the brands. Co-operation on manufacturing, online and brick-and-mortar brand 

platforms together with intra-industry networks that share information and knowhow will im-
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prove the bargaining power of the industry. If these initiatives are launched, the industry will be 

able to improve its competitive power on the North-German market. 

All of these suggestions will improve the competitive power on the North-German market, but it 

is up to each of the Danish fashion brands to make up whether they will pursue doing business 

better than before and keep innovating the fourth biggest export industry in Denmark. 
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1 

Company  
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10 Appendix 2 

Company A is a small company established in 2003 with three employees and official exports to 

three countries.  

Company B was established in 1992, has 24 employees at the Danish headquarter and exports to 

22 countries.  

Company C was established in 1995, has 9 employees and exports to ten countries.  

Company D, the youngest organisation in this research, was established in 2006, has five employ-

ees and up to five freelancers in peak seasons. Itexports to eight countries and has thereby ex-

perienced a faster internationalisation process than company A, which is about the same size.  

Company E was established in 2002, has eight employees plus additional freelancers in peak 

seasons and exports to nine countries.  

All of the companies have high medium price segmentation, while company B is positioned in 

the medium price segment (Appendix 3). The companies thereby represent the Danish fashion 

industry in a broad sense. 

 

  Company A  Company B  Company C  Company D  Company E 

Why is Germany 
interesting for 
you as a com‐
pany? 

Big country, 
many Germans, 
fit between 
clothing and 
Germans' de‐
mand. 

Big country.  Big spending 
power.  
Neighboring 
market. Very 
difficult market; 
the Germans are 
different,  
"Ordnung muss 
sei!": very critical 
and strict. 

Big country, 80 
million inhabit‐
ants.  

Big market, big 
spending power, 
although  
conservative 
consumers.  

Have you devel‐
oped a specific 
strategy for the 
German market? 

Yes.  Yes, a  
combination of 
agents and own 
people that work 
together. 

No, in general 
they want the 
same on each 
market. But they 
have signed  
Danish agents 
(who lives in 
Germany),  
because the  
Germans are 
difficult to com‐
municate with.    

More agents. 
Make designs 
suited for the 
German demand; 
the current look 
and strategy has 
been misunder‐
stood. German 
women want a 
business look. 

Not yet, but on 
its way: right 
agent: match and 
competences 
between brand 
and agent,  
liquidity is  
important too, 
focus on the cit‐
ies. 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 Company A  Company B  Company C  Company D  Company E 

What is import‐
ant in the in‐
dustry to be con‐
sidered success‐
ful? 

Hype in  
magazines,  
bestseller  
products that 
lasts for years. 

Journalists: hype 
of new brands in 
magazines,  
fashion and 
clothing that lasts 
over time = 
quality.  
Good business. 
Export: that peo‐
ple from other 
cultures like the 
products. 

Being seen, worn 
and recognised 
by the right peo‐
ple (e.g. Eva 
Kruse, Uffe 
Buchard)  
= having the right 
relations. Being 
mentioned in 
fashion  
magazines, e.g. 
Dansk, Elle,  
Costume.  
Because of this 
the brand has 
changed recently 
to a more  
fashionably look 
in its design. 

Being on the 
right fair at CIFF 
according to the 
brand, in this 
case: Gallery. 
Good accounts. 

Differentiate on 
something, find 
ambassadors 
(agents, sales 
people etc.) to 
promote the 
brand, the right 
PR and  
marketing, not 
necessarily  
expensive, but be 
creative.  
Story telling 
(Stella the muse: 
brand DNA), de‐
tails.  
Experience econ‐
omy.  

How do you 
choose new 
markets? 

Belief in match 
between product 
and people in 
Germany.  
Big market.  
Base of  
experience. 

Accessibility of 
the market.  
Market potential. 
Resources of the 
company. 

Primary markets: 
market potential, 
dialog with  
others in the 
business. They 
often share 
agents with other 
Danish fashion 
companies. 
Secondary  
markets: interest 
from foreign 
buyers on fairs. 

Mix of strategy 
and coincidence. 
Strategy is to gain 
a market share in 
Europe as the 
seasons are the 
same. Presence 
in Japan is a  
coincidence, but 
does not pay off. 

Operationalistic 
and by coinci‐
dence. Today a 
clear strategy, 
division into A‐ 
and B‐markets. 
A‐markets have 
the greatest  
potential.  
Germany is not a 
focus/A‐market. 

What is your 
focus as a com‐
pany, e.g. cus‐
tomers, price, 
design, quality, 
logistics? 

Contribution 
margin,  
the right product 
in a high quality, 
timing. 

The company as 
a whole. 

Focus in general: 
what they do and 
do well.  
Categorisation of 
retailers based 
on level of  
purchases.  
Design  
optimisation:  
Re‐designed  
additional  
collection based 
on bestseller 
items, each 
season that is 
'safe' to order for 
retailers. New 
marketing focus. 

Focus on  
customers, price, 
design, quality, 
and logistics. 
They work  
holistically with 
the organisation: 
important that 
they can shift 
between tasks, 
because of the 
small number of 
employees. 

Competitive  
product: the 
entire value 
chain. Right now 
there is not focus 
on PR and  
marketing, but 
there will be in a 
near future, as 
with customer 
service. More 
focus on logistics, 
design and sales. 
Focus on the 
brand DNA. 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 Company A  Company B  Company C  Company D  Company E 

What kind of 
marketing do 
you use? 

Fairs. Look books 
to retailers. Per‐
sonal and hand‐
made Christmas 
gift: quality over 
quantity. 

By word of 
mouth  
(expensive, but 
effective).  
B2C: PR: press 
releases in  
magazines and 
newspapers. 
Direct mail:  
catalogues are 
sent four times a 
year and sales‐
invitations  
(e‐mail is upcom‐
ing). 

PR‐bureaus in 
three export 
markets, the rest 
of the markets 
the company is 
responsible for 
itself ‐ or the 
agents. They 
have marketing 
presentations 
and material for 
retailers. No ad‐
vertising. 

Marketing in 
Denmark, PR 
marketing on the 
other markets. 
Showroom at 
HQ, but PR bu‐
reau handles 
contacts. 

Global marketing 
strategy, loyalty 
program, fairs 
(Gallery, CIFF), 
direct mails 
(international). In 
general no adver‐
tising, but excep‐
tions are made if 
agents insist. 

How well does it 
work? 

Differentiated PR.  Direct mail works 
really well, al‐
ways up‐to‐date. 
But emails are 
more dependent 
and safe. 

For a small 
amount they do a 
lot and get a lot 
of publicity. 

     

How big is your 
marketing 
budget com‐
pared to your 
size? 

Ca. 1%. No adver‐
tising in general. 

2‐3 %.   5%. No advertis‐
ing, only look 
books, photos 
and fairs.  

3%. No advertis‐
ing, only look 
books, photos 
and fairs.  

Ca. 5%. No adver‐
tising, only look 
books, photos 
and fairs.  

What is your 
strategy for en‐
try on the North‐
German market? 

Identify demand 
through dialog. 
Network of 
agents because 
of size of  
country. Fit of 
collection to 
German demand. 

1. North West 
Germany, 2. Mid‐ 
West Germany, 
3. South  
Germany, 4. East 
Germany. Each 
collection con‐
sists of 500 
styles, very ex‐
pensive to set‐up 
and sell, when 
they only have six 
weeks. If not 
perfect every 
time, they lose 
customers. 

Continuous 
growth and  
penetration of 
South Germany 
in the future. 
Now: focus on 
North‐Germany 
and when it 
works a decision 
will be made on 
further action. 

More agents, a 
new look that 
suits the German 
demand. But 
balance: if the 
change is too big, 
customers on 
other markets 
will not buy. 

Agent set‐up, 
focus on the big 
cities, how to 
match demand 
and supply, fairs 
(Premium, Berlin) 

Which kind of 
distribution do 
you use? 

Distributer (GLS), 
storage at HQ. 
Sale is through 
multibrand 
stores. 

The 
manufacturer 
assorts styles in 
sizes. Hotel  
storage in 
Denmark and 
Norway. Barcode 
based system. 
Distributer  
between storage 
and shops. Sale is 
through own 
shops and shop‐
in‐shops and 
multibrand 

Own storage in 
Skovlunde 
(Greater Copen‐
hagen), distrib‐
uter. Sale is 
through  
multibrand 
stores. 

Own storage at 
HQ, distributer. 
Sale is through 
multibrand 
stores. 

Storage is  
outsourced, as 
they are not the 
best to handle 
this: part of the 
lean strategy. 
The clothing is 
sold through  
multibrand 
stores.  



The Danish fashion industry on the North-German market 

 

 81 

stores. 

  Company A  Company B  Company C  Company D  Company E 

How do you 
work with ex‐
port? 

Identify demand. 
Identify how 
Germans do 
business. 

Fairs, show  
collections to 
potential foreign 
buyers abroad. 
Hiring of an 
agent.  
Establishment of 
subsidiary  
company. 

Now: focus on 
export.  
Earlier: grateful 
for what they 
could get.  
Co‐operation 
with other Dan‐
ish fashion brand 
on export. 

Mix of agents 
and own  
distribution:  
auxiliary arm to a 
sales structure.  
One salesperson 
in Denmark. 

Focus on A‐
markets through 
agents. Increase 
in market share: 
either subsidiary 
company or  
distributer. If no 
market shares 
are gained, the 
agents are fired 
and a new  
strategy is made. 

Do you have 
strategic advan‐
tages in North‐
German? 

Home wear col‐
lection (no com‐
petitors in this 
productcategory). 
Quick reproduc‐
tion of parts of 
the collection. 
Projected storage 
= quick deliver‐
ance of extra 
orders. 

Look of design, 
differentiated. 

Their agent. 
Unique fit and 
quality.  
Niche their pro‐
ducts found. 

Not until the 
Germans start 
demanding it. 
The market is full 
of suppliers, diffi‐
cult to get a 
break through. 

Wide collection 
(essential,  
evening,  
loveliest), wide 
segment: the 
Germans want a 
slim fit and many 
Danish fashion 
brands does not 
offer this.  
Easy brand to mix 
with others. 

Who are your 
competitors in 
Denmark and on 
the North‐
German market? 

Fur manufac‐
tures. Mille K 
because she 
copies company 
A’s design. 

All other fashion 
companies. 

Rützou, Hoss, 
Stella Nova, Whi‐
ite, Malene 
Birger, Muus, 
jewellery brands.  

Rabens Saloner. 
According to 
international 
agents the cloth‐
ing is very  
Danish. 

Rützou and 
Malene Birger 
are the biggest 
competitors. 

Which brands do 
you compare 
yourself to in 
Denmark and 
North‐Germany? 

None  The brands that 
copy Masai.  
Noa Noa regard‐
ing the business 
model. 

Danish brands: 
Rützou, Hoss, 
Stella Nova, Whi‐
ite, Malene 
Birger, Muus. 
Abroad the brand 
is often sold 
along with other 
Danish brands. 

Danish brands, 
easy to distin‐
guish Danish 
design. Day, Ra‐
bens Saloner. 

Rützou, Malene 
Birger, Day, 
Baum und 
Pherdgarten, 
Rikke Mai, Isabel 
Marant, Tommy 
Cohen, Chloé, 
Marc Jacobs.  

Which brands do 
you think that 
complement 
yours? 

Jeans, basic t‐
shirts.  
Elise Gug,  
Danish high me‐
dium brands 

They do not care 
about this, but 
are aware of that 
most people 
have different 
brands. 

Rützou,  
Hoss,  
Stella Nova,  
Whiite,  
Malene Birger, 
Muus. 

As a dress/shirt 
brand: Shoes and 
accessories, 
pants/skirts.  
The brand is not 
defined by other 
brands and the 
consumers 
should find their 
own way of using 
it. 

Rützou, Malene 
Birger, Day, 
Baum und Pherd‐
garten, Chloé, 
Rikke Mai, Sand, 
Isabel Marant, 
Tommy Cohen, 
Marc Jacobs, 
Stine Goya,   
Bruuns Bazaar,  
Ivan Grundahl, 
Mads Nørgaard, 
Hunky Dory,  
Odd Molly, 
Månestråle,  
Henrik Vibskov. 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 Company A  Company B  Company C  Company D  Company E 

How do you 
show your suc‐
cess to custom‐
ers, the industry 
etc? 

Good customer 
service, materi‐
als, wearable 
clothing. 

Show clothing to 
customers: visi‐
bility gives auth‐
ority to brand. 
Press announce‐
ments: banks, 
investors. PR: 
fashion maga‐
zines.  

Press releases to 
newspapers, the 
industry and 
retailers (every 
other month). No 
newsletter 
(email) to con‐
sumers, but up 
coming. 

Modest towards 
strengths, back 
office provides 
customer service: 
seek to solve 
customers chal‐
lenges, close 
dialog with their 
market. 

No fashion show, 
point of sale ma‐
terial for retailers 
(boxes for stock‐
ings etc.), events 
with customers, 
VIP parties for 
suppliers and 
buyers.  

How are you 
positioned on 
the Danish mar‐
ket?  

Price segmenta‐
tion: high  
medium. No 
strategy as such. 

Price  
segmentation: 
medium. Differ‐
entiated fashion. 

Price  
segmentation: 
high medium. 
Trend followers, 
but working on 
being trend set‐
ters. 

Clothing is sold in 
exclusive 
multibrand city 
stores that are 
considered lead‐
ing in their area 
and that have a 
strong identity. 

High medium 
segment, based 
on the brand 
DNA. Clothes are 
sold in 
multibrand stores 
and shop‐in‐
shop. Charity 
project: Stairway. 

Will you use the 
same positioning 
in North‐
Germany? 

Structured  
approach, Net‐
work of agents.  
The collection is 
fitted to the 
Germans based 
on demands. 

Conscious about 
design profile 
and the segment 
it approaches. 
Minimalistic and 
low‐key expres‐
sion. 

No: the German 
market is very 
different, the 
segment C has 
reached gets 
their clothes 
from their hus‐
bands as they do 
not work, but 
take care of 
house and chil‐
dren.  
Men buy clothing 
they want to see 
their wives in: 
more traditional 
and less fashion‐
able clothing. 

Very humble 
towards the 
German market: 
very different 
brand positioning 
is needed here. 
Germans have 
another taste in 
fashion than in 
the Northern 
countries. 

The core values 
are the same on 
all markets.  
Rather a higher 
positioning on 
export markets 
and lower it, if 
needed. 

Do you use 
benchmarking? 

No.  Yes: Use of  
statistics, but not 
systematically. 
Unofficially they 
are inspired by 
other brands and 
how they do 
business.  

Yes: inspiration 
and in order to 
differentiate. 
Inspiration trips 
twice a year to 
Paris. 

Yes: inspiration. 
Also benchmark 
analysed by  
Deloitte and 
Tusch: difficult to 
compare brands, 
it is all about 
image. No point 
in comparing 
numbers when 
the  
company is this 
small and young.  

Yes, always 
benchmark on 
everything:  
distribution, 
price, market, 
competences, 
etc. Rützou, 
Malene Birger, 
Baum, (Day). 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 Company A  Company B  Company C  Company D  Company E 

What are your 
company’s 
strengths? 

Flexibility (small 
company).  
Short production 
cycle on some 
styles.  
Short production 
cycle on some 
styles.  

The brand as a 
whole.  
Design: very 
unique, differ‐
entiated, easy to 
recognise.  

Loyal consumers, 
close relations to 
retailers, fit of 
clothing. 

Growth despite 
the financial cri‐
sis, strong DNA, 
fashion brand, 
quality, branding 
strategy. 

Brand DNA works 
in reality, unique 
employees: 
team,  
international 
sales  
organisation (not 
possible to copy 
an organisation), 
distribution, lean. 

What are your 
company’s 
weaknesses? 

Liquidity.  
Prepayment of 
production. 

Easy to rest on 
one's own laurels 
(but not at the 
moment).  

Low recognition 
of brand by  
consumers, price 
(consumers tend 
to buy what they 
know when the 
price is high). 

Small company, 
logistics, getting 
production right. 

Due to recession 
people have 
been fired, the 
small size of the 
company makes 
it vulnerable and 
difficult to  
bargain with 
suppliers.   

Which challenges 
do you think 
your company 
faces? 

Planning of pro‐
duction, liquidity, 
getting more 
agents. 

Continuous 
growth  
(expenditures 
increase, ergo 
growth needed). 

The financial 
crisis, selling 
more goods to 
the retailers they 
have, establish 
the brand more 
firmly on the 
market. 

The first years: 
the back office. 
Now: Logistics, 
optimisation of 
the company, the 
market  
(recession). 

Liquidity, no  
investors  
because ROI has 
a very long 
prospect, making 
customers and  
consumers  
believe in the 
future and 
thereby shop/ 
consume. 

Why do you 
think you have 
success with 
your brand? 

Design: Fit and 
functionality, 
materials, no 
'year' on design, 
classic clothing 
with and edge, 
customer service. 

Over time: the 
company as a 
whole, concept 
of business,  
design, sales 
apparatus, distri‐
bution, produc‐
tion, competitive 
price range. 

Differentiated 
concept, design 
and fit, quality. 
Fulltime  
constructor that 
fits the clothing. 
Good claim  
policies. 

Growth despite 
the financial  
crisis, market 
share is not ex‐
ploited yet, fash‐
ion brand, 
clothes is easy to 
wear, strong 
DNA/profile, 
quality, branding 
strategy. 

Differentiated 
designer brand. 
Focused on 4 
core values: love, 
unpredictability, 
eccentricity, 
strictness =  
liberating  
skewness = brand 
DNA. Special 
made buttons 
and prints that 
differentiate. 
Growth in busi‐
ness despite fi‐
nancial recession. 

Price segmenta‐
tion? 

High medium.  Medium.  High medium.  High medium.  High Medium.  

Outsourcing?  Distribution, 
invoicing, ac‐
counting, PR. 

Storage,  
Invoicing. 

      Storage. 

Number of em‐
ployees, HQ? 

3  24  9  5 (+ 5 freelancers 
in peak periods) 

8 (+ freelancers) 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11 Appendix 3 

Price segmentation on the Danish fashion market (Tran, 2008:52).  

 

 

 

 

 

 

 

 

 

 

 

Price segmentation on the international fashion market (Tran, 2008:52). 

 

Prêt‐à‐porter 

High > DKK 2.500 

High medium > DKK 1.100 

Medium > DKK 700 

Low Medium > DKK 300 

 

 

Budget < DKK 300 

Haute 

Couture 

Company A 

Company C 

Company D 

Company E 

 

Company B 

Haute 

Couture 

Medium 

 

 Budget 

High > DKK 2.500 

Prêt‐à‐porter 

Company A 

Company C 

Company D 

Company E 

Company B 


