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Abstract: 

South Africa, as many of the countries on the African continent, has for a long time been discriminated 
against when it comes to export of clothing and textiles. The trade regulations are now getting more 
favorable and the US and European markets are becoming more open for exports from the African 
continent. Our purpose was to investigate how the export management is run at the House of Monatic and 
in what ways the export management can improve. The House of Monatic is a manufacturer of high quality 
men’s wear clothing in South Africa. The markets have different prerequisites for exports. At the whole we 
believe Monatic manages their exports well but we believe a more aggressive approach concerning 
marketing and exports would be beneficial for the company. Areas of improvement are according to our 
findings IT-development, improved design, brand strengthening activities and reducing production costs. 
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ABSTRACT 

South Africa, as many of the countries on the African continent, has for a long 
time been discriminated against when it comes to export of clothing and textiles. 
The trade regulations are now getting more favorable and the US and European 
markets are becoming more open for exports from the African continent. We 
came in contact with the House of Monatic, which is a manufacturer of high 
quality men’s wear clothing in South Africa, and found that they were interested 
in us doing an export analysis of the company. The House of Monatic is an old 
colonial company founded in 1906 with over 1000 employees. The head office is 
situated in Cape Town, South Africa. Monatic manufactures licensed brands such 
as Yves Saint-Laurent as well as their own brands. At present the company is 
exporting to countries on the African continent, United Kingdom, Ireland and the 
United States.  

The thesis was mostly carried out at the House of Monatic in Cape Town where 
we stayed for three months. The method was to interview all the managers at the 
company to find out how the export management is run today and through 
theories find alternative exports strategies and how to improve the company’s 
current strategies. We also made a customer survey, which we sent out to 
Monatic’s customers to see how customer relations could improve. Extensive 
preparatory work to find relevant theories of export management and the last 
alterations for presentation was conducted at Linköping University in Sweden.  

Monatic has through their colonial linkages to the UK experience of exporting 
overseas. Monatic has also for some time been exporting to many of the 
countries on the African continent. The end of apartheid in 1994 opened the 
borders not only for further exports but also for imports from overseas countries. 
This made Monatic’s domestic market share shrink and expanding through 
exports to new international markets became inevitable. Because the trade 
regulations are becoming more favorable we believe the international market is 
where profits can be found, especially on the US market. A risk when exporting 
is that profitability can be dependent on the exchange rates between currencies. 
As a solution to this problem Monatic could convince its international customers 
to do business in the South African currency, Rand.  

Monatic is currently establishing contacts in the US where they are setting up a 
new sales office. Monatic is going to introduce one of their own brands by letting 
a customer called Nordstrom sell it. We think this is wise to sneak into the 
market and to not undertake large marketing campaigns, which could prove to be 
too costly.  



We believe it is risky for Monatic to enter several markets at the same time and 
that Monatic should concentrate on positioning itself on the US market at the 
moment. But we think it is smart to establish new contacts on other markets so 
that Monatic is ready when the opportunities come. We believe the Sub Saharan 
market has some potential that is worth further investigation. The UK market 
seems to have stagnated at the moment and we think it will become more 
profitable when the economy in Europe has recuperated. In the meantime it is 
best not to make to much investments but to harvest the profits that can be 
gained.  

There seem to be confusion about weather Monatic should focus on being a 
designer house or a manufacturer. It is difficult to combine the big bulk 
customers with boutique customers in the same production line. Therefore we 
suggest that the bulk production is moved to China. This would enable large 
volume at a low price. The office in Cape Town would act as a middle-man when 
exporting to overseas markets, the head office would also have the core 
competence in handling pattern making and sales expertise. We also think, as a 
direct effect of this Monatic must be more competitive when it comes to design. 
Many of the customers wants improved design according to a customer survey 
we conducted. We also believe that the customers need to be organized in a 
classification system depending on volume and profitability. This would help 
Monatic to decide on how to distribute its limited resources. 

IT is becoming more and more frequently used among Monatic’s business 
partners. To not risking being pushed out of the market it is important to be 
ahead of competitors. By introducing an online order system and a product 
tracking system at the home page Monatic would decrease the workload of the 
sales staff. Furthermore it would make it easier for customers and Monatic would 
gain more competitive advantage by this facility.  

We also believe that by establishing their own shops in South Africa, Monatic’s 
brand would be strengthened and become more competitive on the domestic 
market. A Monatic shop would give an entire atmosphere and service to the 
customer that would differentiate them from the big department store’s range of 
clothing.  



SAMMANFATTNING 

Sydafrika, som så många andra länder på den afrikanska kontinenten, har sedan 
länge varit diskriminerade när det gäller export av kläder och textiler. 
Handelsreglerna börjar nu bli mer gynnsamma och den amerikanska och 
europeiska marknaden är mer öppen för export från den afrikanska kontinenten. 
Vi kom i kontakt med House of Monatic, som är en tillverkare av herrkläder av 
hög kvalité i Sydafrika, och fann att de var intresserade av att vi gjorde en 
exportdiagnos av företaget. 

House of Monatic är ett gammalt kolonialföretag som grundades 1906 med över 
1000 anställda. Huvudkontoret är beläget i Kapstaden, South Africa. Företaget 
tillverkar varumärken på licens som Yves Saint Laurent såväl som sina egna 
märken. För närvarande exporterar företaget till länder på den afrikanska 
kontinenten, Storbritannien, Irland och USA. 

Examensarbetet utfördes till största delen vid House of Monatic i Kapstaden i 
Sydafrika där vi befann oss i tre månader. Undersökningsmetoden innebar att 
intervjua alla chefer på företaget för att få reda på hur exporten är organiserad i 
dagsläget och genom teorier finna alternativa exportstrategier och hur de 
nuvarande strategierna kan förbättras. Vi gjorde även en kundenkät som vi 
skickade ut till kunderna för att se hur kundrelationen skulle kunna förbättras. Ett 
extensivt förberedande arbete, vilket innebar att finna relevanta teorier om export 
management, och de sista modifieringarna innan presentationen utfördes vid 
Linköpings universitet i Sverige. 

Monatic har genom sitt kolonialförflutna med Storbritannien erfarenhet av export 
till Europa. Monatic har också sedan en lång tid tillbaka varit leverantör till 
många länder på den afrikanska kontinenten. Slutet på apartheid 1994 öppnade 
gränserna inte bara för export utanför för import från länder utanför Afrika. Detta 
gjorde att den inhemska marknaden krympte och expansionen på nya 
internationella marknader blev oundvikligt. Eftersom handelsreglerna blivit mer 
gynnsamma tror vi att det finns vinster att hämta på den internationella 
marknaden, speciellt på USA-marknaden. En risk med export är att lönsamheten 
kan bli beroende av växlingskurserna mellan olika valutor. Som en lösning till 
detta problem skulle Monatic kunna övertyga sina internationella kunder att göra 
affärer i rand.  

Monatic etablerar för närvarande kontakter i USA där de just etablerat ett nytt 
försäljningskontor. Monatic skall introducera sitt eget märke genom att låta en 
kund vid namn Nordstrom sälja märket åt dem. Vi tycker att detta är ett klokt sätt 
att smyga sig in på marknaden och att inte göra stora marknadsföringskampanjer 



som skulle bli alltför kostsamma. USA är så stort och Monatic har inte 
tillräckliga resurser för att iscensätta stora marknadsföringskampanjer. 

Vi tror att det är för riskfyllt för Monatic att gå in på flera marknader samtidigt 
och att Monatic bör koncentrera sig på sin etablering i USA för tillfället. Vi tror 
dock att det kan vara klokt att etablera kontakter på andra marknader så att 
Monatic är redo när möjligheter öppnar sig. Vi tror att den afrikanska marknaden 
har en del potential och är värd närmare uppföljning. Den brittiska marknaden 
verkar stagnerad för tillfället men vi tror den kommer att bli mer lönsam när 
ekonomin i Europa återhämtat sig. Tills detta sker är det bäst att inte göra alltför 
stora investeringar på denna marknad utan att skörda de vinster som går at få. 
Den irländska marknaden träddes in på genom ett affärstillfälle med en kund, 
Magee, som letade efter en tillverkare.  

Det råder en viss förvirring om Monatic skall fokusera på att vara ett modehus 
eller en tillverkare. Det är svårt att kombinera storkunder med boutiquekunder i 
samma produktionslina. Därför tycker vi att massproduktionen bör flyttas till 
Kina. Detta skulle möjliggöra stora volymer till ett lågt pris. Kontoret i 
Kapstaden skulle agera som mellanhand vid export till andra länder utanför 
Afrika. Huvudkontoret skulle också inneha kärnkompetensen i företaget och 
hantera mönstertillverkande och försäljningsexpertis. Vi tror också som en direkt 
effekt av detta att Monatic måste bli mer konkurrenskraftiga vad gäller design. 
Många kunder vill ha förbättrad design enligt vår kundenkät. Vi tror också att 
kunderna behöver organiseras i ett kundklassificeringssystem beroende av volym 
och lönsamhet. Kunderna skulle rankas som ”nyckelkunder”, ”tillväxtkunder” 
och ”småkunder”. Olika kundstrategier måste föras på de olika kunderna för att 
företagets resurser skall tillvaratas på bästa sätt.  

IT blir mer och mer frekvent använt bland Monatic’s affärspartners. För att inte 
riskera att bli utslagen från marknaden så är det viktigt att ligga före 
konkurrenter. Genom att introducera ett online-ordersystem och ett 
produktövervakningssystem på hemsidan så skulle arbetsbördan minska för 
försäljningspersonalen. Vidare så skulle detta underlätta för kunder och Monatic 
skulle vinna mer konkurrensfördelar genom denna facilitet. Vi tror också att 
genom att etablera sina egna affärer i Sydafrika så skulle Monatic’s varumärke 
stärkas och bli mer konkurrenskraftigt på hemmamarknaden. En Monatic-affär 
skulle ge en hel atmosfär och service till kunden som skulle skilja dem från de 
stora varuhuskedjornas utbud av kläder. 
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1 INTRODUCTION 
1.1 BACKGROUND 

It is only nine years ago South Africa had its first democratic election. During the 
years of apartheid South African law divided the population into four major 
racial categories: Africans (black), whites, coloreds, and Asians. 
(http://www.state.gov, 2003) The history of apartheid has left its mark and there 
are still many people that are so poor that they do not even have running water in 
their homes. The government is trying to uplift the situation of the previous 
disadvantaged by education, creating more jobs and building new houses 
(Maurer, 2003). Although the laws governing this segregation have been 
abolished, the process of restructuring the country still has a long way to go. The 
working conditions are improving through different labor unions. Black and 
colored people are often prioritized when recruiting new personnel. Although a 
big part of the population is poor, South Africa is the richest country on the 
African continent. It is often considered to be both a developed country and an 
undeveloped country. South Africa has an estimated population around 43.2 
million. (http://www.state.gov, 2003) 

The markets are now fully open when the country is no longer boycotted due to 
apartheid. The government has demonstrated its commitment to open markets, 
privatization, and a favorable investment climate with the release of its 
macroeconomic strategy in June 1996. The strategy includes expansion of 
infrastructure, restructuring of state assets, conservative fiscal and monetary 
targets and continued reduction of tariffs to create greater competition and 
industrial revitalization. These efforts and South Africa's implementation of its 
World Trade Organization (WTO) obligations, show that South Africa is now 
moving towards free market principles. Also the African Growth and 
Opportunity Act stimulate growth in the economy. The country is now becoming 
a part of the global market. (http://www.gov.za, 2003) 

The textile industry is one of the main industrial sectors in South Africa. The 
textile and apparel industry is South Africa's sixth largest manufacturing sector 
employer and eleventh largest exporter of manufactured goods. It directly 
employs 230,000 and another 200,000 in dependent industries such as transport 
and packaging. (www.infomat.com, 2003)  

As neither of us have been to the African continent we thought it would be 
interesting to do at least part of our thesis here. We choose to go to South Africa 
because it is an interesting country with many cultures. The choice was also 



2 

based upon the fact that South Africa is the major manufacturer of textiles in 
Africa and therefore has large industries of where we could conduct our master 
thesis. One of the languages spoken in South Africa is English, which makes it 
easier for us to communicate with people. Our project was sponsored through a 
scholarship by the Swedish International Development Agency as Minor Field 
Project. 

We came in contact with the House of Monatic through the Internet and found 
that they were interested in us doing an export analysis of the company. Monatic 
is a men’s wear manufacturer of high quality clothing. The House of Monatic is 
an old company founded in 1906 with over 1000 employees. The company’s 
head office is situated in Cape Town and it has sales offices in Johannesburg, 
Cape Town, Port Elizabeth, Durban, Boemfontein and Pretoria. The company 
manufactures licensed brands such as Viyella, Yves Saint-Laurent and is also 
manufacturing its own brands, which are Carducci, the House of Monatic, and 
Embassy. At the present the company is exporting to countries on the African 
continent, United Kingdom, Ireland and the United States. The export 
opportunities to the US are at the moment good due to the favorable conditions 
of the African Growth and Opportunity Act (AGOA). The South African 
government also stimulates export through the incentive program called the Duty 
Credit Certificate (DCC) scheme. The House of Monatic is owned by Brimstone 
Investments, which is a black empowerment company that specializes in 
investing capital in manufacturers to whom they can add value and have positive 
social impact. (Business plan report, 2002) 

1.2 AIM 

The aim of the thesis is to describe and analyze the way the House of Monatic 
manages export and in which ways it can be improved. We will also investigate 
how customer relations can improve to make Monatic more competitive on the 
market. 

1.3 DIRECTIVES 

Monatic has no wish to enter any new markets at this time. We will therefore 
only describe the existing markets, which are the US, UK, Irish, Sub Saharan and 
the domestic market. 

1.4 DISPOSITION 

The next chapter is the frame of reference where relevant theories concerning our 
task are written down. This chapter can be of interest to particularly other 
researchers of industrial marketing that is working with theoretical models in 
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their studies. The chapter of the research problem then follows  the frame of 
reference where we present our research questions and demarcations. The next 
chapter is called method and performance, and will describe what methods we 
use in our study and how the study is carried out. The next chapter describes the 
South African clothing industry and is a very interesting chapter for the reader 
who has an interest in the South African clothing industry and its export 
regulations and opportunities. The following chapter is a description of the house 
of Monatic. This chapter describes the case company of our study and is of great 
interest for the reader who wants to know how a South African company is run 
and organized. Then comes the chapter of description of the markets where we 
describe Monatic’s current markets. Market information is always interesting for 
different actors in the clothing industry to learn about. It also gives view over 
how business is conducted in the different countries. The description of markets 
is followed by the analyze-chapter where we apply the theories to our findings. 
The analyze-chapter is followed by conclusions and recommendations where we 
will conclude our findings and propose changes to improve the export 
management. This chapter is of particular interest for our case company because 
it states the recommendations and possible future strategies that we suggest. 
Then comes the references and appendix where there is further reading material 
for the interested reader.  

For the reader who wants a quick overview over the thesis can read the abstract, 
introduction and our conclusions and recommendations. The reader who is going 
to investigate a similar research problem should read method and performance 
and the frame of reference. Here there is a lot of theory about how to conduct the 
thesis and different theoreticians views of export management.  
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2 FRAME OF REFERENCE 
The frame of reference will describe different theories, which will be used to 
analyze the company and its market strategies. The theories chosen are within 
the field of market and export management. The frame of reference contains 
questions that will be further formulated in the research problem in the next 
chapter 

2.1 INTRODUCTION TO THE RESEARCH PROBLEM  

Developing countries have for a long time been discriminated against when it 
comes to export of clothing and textiles. Many industrialized countries have used 
quotas and high tariffs to protect their own markets from low cost producers. 
This is now changing. WTO works hard at abolishing trade barriers. They have 
succeeded in including clothes and textile in their GATT agreement. This is 
though a progressive process, which will be completed in 2005. 
(http://www.wto.org) South Africa is a beneficiary of the US's Generalized 
System of Preferences (GSP), which grants duty-free treatment for more than 4 
650 products. South Africa is also a beneficiary of the recently promulgated 
Africa Growth and Opportunity Act (AGOA), which permits duty-free entry of 
clothing and selected textiles into the US until 30 September 2008, this is subject 
to certain strictly defined criteria and policy reforms. Ultimately, AGOA 
provides greater transparency and more certainty about GSP benefits for traders 
and investors alike. In 1999 there was an agreement to establish a free trade area 
(FTA) between South Africa and the EU, liberalizing about 90% of trade over a 
period of 12 years. South Africa will grant duty-free access to 86% of EU 
imports over a period of 12 years, while the EU will liberalize 95% of South 
Africa's imports over a 10-year period. The Agreement is a key component of 
South Africa's trade policy since the EU is the country's largest trade and 
investment partner, accounting for about 40% of South Africa's total world trade. 
(http://www.gov.za)  

All these things combined should make internationalization a tempting 
alternative for South African clothing companies. But before a company starts to 
export to a new market it is important that it finds out if it is properly equipped 
and prepared to go there. One must be sure that export would be beneficial for 
the company. It is not for certain that the product is adapted for the new market. 
It could prove very expensive to modify or develop new products for new 
markets, especially if the company did not anticipate this. The 
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internationalization process can prove to be both complicated and expensive. The 
key is to be prepared. (Moberg, 1990)  

We will present different theories that will help us in the analysis of Monatic’s 
export management and how it can be improved. The theories presented follow 
the structure of Moberg’s (1990) export diagnosis that will be presented in the 
following chapter. As a first step internationalization will be discussed where 
theories concerning the company’s export maturity will be treated. This is 
followed by theories concerning selection of markets, products and market 
strategies. 
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2.2 INVESTIGATING MODEL 

The export diagnosis of Moberg (1990) inspired us to develop our own export 
diagnosis model. This new model is used as an investigating model for the thesis. 
The thesis gets much of its structure from this model. The export diagnosis 
model treats the issues of how to find out why the company should or are 
exporting, company and product analyze, market analyze, analyze of market 
strategy, selection of market channel and export market plan. Below is a figure of 
our model displayed. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 2-1: The export diagnosis model 

The export diagnosis model will be the structure of the frame of reference 
presented and also the structure of the analysis of the House of Monatic. Theories 
related to the topics in the different boxes will be presented in the Frame of 
Reference. In the following text the export diagnosis model will be discussed 
further. 

INTERNATIONALIZATION 
Company purpose of establishing abroad and 
export maturity 

PRODUCT STRATEGIES                                  
Existing and potential products for export 

MARKET ENVIRONMENT                     
Existing and potential markets 

MARKET ORGANIZATION 
Analyzing existing and potential market 
channels, timing of new establishments 
 

 

EXPORT MANAGEMENT PLANNING 
Analyzing the existing export management and 
possible  further development 

MARKET STRATEGIES                            
Analyzing existing and potential markets 
strategies. 
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The heading of the first box of the model is Internationalization. This topic 
includes the export maturity of Monatic and their purpose of establishing abroad. 
To determine the company’s export maturity a study will have to be made to 
determine resources, strategies and aims of the company. There are a variety of 
reasons for companies to establish abroad and we would like to find out 
Monatic’s. When export maturity is reached, further markets can be considered 
to make the company grow organically. (Moberg, 1990) 

The analysis of the market environments requires a market research and a follow 
up of progress on the present markets. There are certain conditions a market must 
fulfill to be considered attractive. These conditions will be explained further on. 
For example, when investigating the market it is necessary to investigate pricing 
strategies and price levels on the market. Another criterion is the level of GNP in 
the importer country. The company’s own knowledge of the market also has to 
come into consideration. (Moberg, 1990)  

When it comes to Product Strategies the selection of product is important for 
success on the market. Different products are suitable on different markets 
(Moberg, 1990). For Monatic this may mean that different styles, fit and material 
are appropriate for different markets and this need to be taken into consideration 
when exporting. 

Market Strategies imply the analysis of existing and potential market strategies. 
Here we need theories to give us the toolkit we need to be able to do this.  There 
are various positioning strategies such as customer orientation with higher prices 
or a low-cost strategy. To be successful on the market it is important for Monatic 
to chose the right market strategy. (Moberg, 1990) We suspect that the position 
in the network of competitors, partners, customers and suppliers determines the 
company’s quality of relationship to the same and thereby the company’s 
chances of success. 

The market organization must be organized with the right market channels. The 
products can be distributed through agents, subsidiary, wholesalers or direct 
export. Different risks exist with different market channels. The choice of market 
channel also depends on how much control is wanted. When the type of market 
channel has been chosen it is time to find the specific channel company. A 
number of factors will contribute to this decision. Another issue to determine is 
when the timing is right for new establishments. This is an issue that highly 
depends on the market environment but also on the company’s own resources. If 
direct sales are going to be made, an export department has to be organized. If a 
channel company has been chosen, the business with the channel company has to 
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be settled. (Moberg, 1990) We suspect that there are certain rules that apply to 
which market cannels should be used when it comes to export of quality clothing. 
South Africa is rather new to the Global market and we believe that there might 
be some issues when it comes to trusting South African exporter since there has 
been limited experience with this on markets outside Africa and the UK.  

When all the above issues have been solved it is time to organize the whole thing 
in an export management plan. In the Analysis we will analyze the material 
gathered and give suggestions on strategies that can be included in an export 
management plan. These strategies will be summarized in the final part of the 
thesis, the Recommendations.  

2.3  INTERNATIONALIZATION 

2.3.1 WHY ESTABLISH ABROAD? 

One might assume that among the driving forces for starting export activities are 
that the company wants to use and develop its resources in a way that its short-
term and/or long run economic objectives are served. This result in export 
motives being strongly connected to the basic goals of the company. It could be 
argued that companies expand abroad when they no longer achieve their strategic 
objectives solely by operating in their domestic market. (Albaum et al, 1998) We 
intend to find out if this is the case when it comes to Monatic. To do this we need 
to take a closer look at what is going on in its domestic market. 

Every company has a major goal that it strives to achieve. In Albaum’s et al 
(1998) opinion, regardless of how the company states its major objectives, there 
is only one primary incentive – to make a profit. To those who are already 
exporting the export business is often the difference between profit or loss for the 
entire company. In addition to this export can aid in stabilizing revenue/turnover 
fluctuations. New markets help a company to use its production capacity better, 
to extend its product life cycle, to increase competitiveness and sometimes even 
gain tax advantages. This greater chance at profit comes with a price. The price is 
the grater risk associated with conducting businesses abroad.  

In addition to the basic goal there exists a variety of specific reasons for going 
international. These can accordingly to Albaum et al (1998) be divided into four 
groups (table 2-1). The motivational factors can be either due to internal stimuli 
from the firm or due to stimuli from the external environment of the firm. The 
motives are also categorized in terms of whether the export is due to a reactive - 
or proactive behavior. These distinctions are interesting because they reveal the 
nature of the export decision. Does the company have a need for exports or is it 
initiated on voluntary basis to improve an already prospering company? 
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Table 2-1: Classification of exports motives  

 Internal External 

Proactive • Managerial urge 

• Economies of scale  

• Unique 
product/technology 
competence 

• Foreign market 
opportunities 

• Change agents 

Reactive • Risk diversification 

• Extended sales of a 
seasonal product 

• Excess capacity of 
resources 

• Small domestic market and 
stagnant or declining home 
market 

• Unsolicited foreign orders 

(modified from Albaum et al, 1998, p. 40) 

Managerial urge reflects the drive, desire, commitment and enthusiasm of 
management towards foreign activity. The attitude of management has come to 
shown very important to the exporting activities of the company.   

Economies of scale a broader market scope created by exporting can result in 
lower unit costs of products produced.  

Unique product/technology competence can lead to inquiries from foreign 
markets due to the perceived competes of the company’s offerings.  

Risk diversification means that the company thinks that it will face less total 
risk having diversified geographical markets.  

Extended sale of seasonal product is something that can be an advantage for 
the clothing industry. By selling seasonal products in countries where season are 
opposite to those at home, greater stability in sales can be achieved.  

Excess capacity of resources can occur in production, capital and staff. 

Foreign market opportunities can have a strong influence upon the company’s 
proneness to export.  

Change agents, means that government agencies, banks, industrial trade 
associations, chambers of commerce, and other organizations may be big 
promoters of export activities.   

Small domestic market and stagnant or declining home market makes it hard 
to increase market share. 
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Unsolicited foreign orders often lead to the company becoming aware of 
opportunities in foreign markets. But besides the order the company must have 
enabling conditions that facilitates export. 

When it comes to from which point of view the company should examine its 
future possibilities and opportunities de Wit and Meyer (2002) presents us with 
two opposing points of view on the matter: 

The Outside-in perspective represents the view that one must always start with 
the external prerequisites of the market to determine what possibilities the 
company has. One must abandon the fixation with the company it self and 
analyze its surroundings in order to identify market opportunities. It is the 
understanding of the market it self and the ability to analyze it in a correct way 
that is the key to success. When the company is aware of the mechanisms that 
make the market tick, it can try to influence these to its own advantage.  

The Inside-out perspective on the other hand means that the company should 
build its strategy around its own strengths. The resource base of the company 
should be the starting point for strategic efforts. Markets where these resources 
can be made the most of should either sought out or created.   

This is of course a simplified version of reality. The truth of the matter lies some 
where in between the two perspectives. We agree with Lekvall and Wahlbin 
(2001) when they say that there must be a constant adjustment between the 
demands and possibilities of the market and the company’s prerequisites to meet 
them due to its resources. We believe that it could prove to be disastrous for a 
company to embarge on a business mission on a new market without the right 
prerequisites for it. The real key to success is to find the right balance between 
the two perspectives. To make it in foreign markets the company needs to be 
informed, prepared and committed (Albaum et al, 1998). 

2.3.2 ANALYZING THE COMPANY’S COMPETENCE FOR EXPORT 

There are several ways to analyze a company. We need to find out its present 
activities and judge what future possibilities it has. As mentioned before we also 
need to take a closer look at Monatic’s domestic market. To be able to do so we 
have chosen Lekvall and Wahlbin’s (2001) model of marketing’s internal and 
external prerequisites, figure 2-3. It does not only take the company it self in to 
consideration, it is also concerned with the company’s environment. We think 
that the model presents us with an excellent tool for analyzing the internal and 
external factors that influence the company’s possibilities. In the following 
sections the different parts of the model will be reviewed in further detail. 
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Figure 2-2: The internal and external prerequisites of marketing  

 (modified from Lekvall and Wahlbin, 2001, p. 32) 

The external prerequisites are made up of the social environment and the 
business environment (Lekvall and Wahlbin, 2001). 

Social Environment. The social environment is made up of conditions outside 
the actual industry and its actors. It affects the business possibilities to a greater 
or lesser extent. South Africa is a unique country when it comes to many of these 
conditions due to its history (see appendix 1). Due to our limited resources we 
will not be able to make an in depth analysis of the social environment, but it will 
be a part of the thesis. Examples of these conditions are (Lekvall and Wahlbin, 
2001): 
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Social and cultural conditions are for example population structure, living 
conditions, attitudes and values. 

Laws, regulations and norms that affect the company are for example laws 
concerning deal making and marketing. 

Industrial environment is made up of industrial structure, technical development, 
the size of the industry and competitors etc. 

Infrastructure is all forms of communications and transport systems, IT-
structure, media structure, research and education instances etc. 

Economical and political conditions comprises of GNP-development, business 
trends, inflation rates etc. 

Business Environment. To be able to conduct an effective marketing effort it is 
important to be aware of the prerequisites that are given by different actors in a 
market or industry. These actors are  (Lekvall and Wahlbin, 2001): 

End users are the starting point in an industry analysis. Their needs, demands and 
preferences must be analyzed as a first step in realizing the business mission. To 
go directly to the end users would be very resource demanding. It is therefore 
luckily that there are other more accessible actors in the supply chain that have 
good transparency into the end users consumer behavior. The closer the actor 
gets between producer and end user, the more information exchange takes place 
with the end user (van Weele, 2002). We think that we will get adequate 
information from distributors about the end users; this will make it unnecessary 
for us to go directly to the end users. In our case Monatic itself is the main 
distributor, which makes things a whole lot easier for us. Things that would be 
useful to find out would for example be (Lekvall and Wahlbin, 2001): 

• How demand will develop over time 

• Total sales in volume and value 

• The markets volume and value development over time 

Competitors are necessary to understand in order to be able to compete. For the 
company to be able to develop its marketing, it needs to understand how the 
competition works in the industry. Things useful to know in this topic are 
(Lekvall and Wahlbin, 2001): 

• Market size and composition with regard to distribution channels, 
different suppliers and so on. 
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• The number and strength of competitors and the relation they have to 
each other. Here we think that it is important that we focus on the most 
threatening competitors, since it would be to resource consuming to 
analyze them all.   

According to Albaum et al (1998), competition is not only influenced by the 
activities and policies of the competitors themselves. Competition is also largely 
dependent up on (1) general business, cultural, economic, and social conditions; 
(2) costs; and (3) laws and regulations. Most of these factors are also part of 
Lekvall and Whalbin’s (2001) model above. 

Suppliers, it is vital that the company has access to the necessary raw materials, 
component and services that it needs. To be able to realize its business mission 
the company must secure reliable suppliers for all its needs. Lack of proper raw 
material and so on could have devastating effects on the company. Our case 
company makes high quality men’s wear, which makes quality of the essence. 
According to Porters model of five forces, the determinants of supply power are 
the concentration of suppliers. Many suppliers make the suppliers less powerful 
because the customers have more to choose from. A high level of substitute 
inputs is good for the customer it gives the customer even more power to choose 
between suppliers (de Wit & Meyer, 1998). 

Distribution systems comprises of all actors between producer and end-user, 
examples are retailers, wholesalers, agents, distributors etc. More on this subject 
in section 2.7 Market Organization. 

Porters model of five forces suggests four additional factors that also affects the 
business environment. These are entry barriers, different rivalry determinant 
factors, and substitution threat and buyer power. The entry barriers consist of a 
number of factors. For example a company with economy of scale has advantage 
over smaller, more recently established firms. Furthermore a powerful brand 
name gives an identity to the product that attracts more customers. A new brand 
can have its difficulties to build up a good image and this can also be very costly. 
The company must have enough financial resources to get past the initial starting 
costs. New entrants must have enough market knowledge to distribute 
themselves or they must choose the right channel company. According to the 
experience curve of Porter a company get lower costs the longer they produce a 
product because they get better knowledge of how to produce and sell the 
product. (de Wit & Meyer, 1998) 

The rivalry determinant factors are factors that form a market climate that is 
determined by suppliers, customers, new entrants and substitutes. Industry 
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growth is a rivalry determinant factor created by the actors on the market. 
Uneven levels of demand create overcapacity when the demand is low.  The 
different producers must differ their products from each other and have their own 
customer segments. This is important to be able to survive. Brand identity is also 
a rivalry determinant factor closely related to the latter. (de Wit & Meyer, 1998) 

The determinants of substitution threat are costs for buyers switching to a 
substitute, buyer tendency to substitutes and the price of substitute products (de 
Wit & Meyer, 1998). 

Determinants of buyer power consist of buyer concentration in relation to the 
concentration of firms. Buyer volume is significant because suppliers often favor 
customer with large order volumes. Buyer information is useful for the buyer to 
for example eliminate suppliers with poor quality of products. Buyers are less 
price-sensitive on brand identity products that are combined with high quality. 
(de Wit & Meyer, 1998) 

The business and social environment is what could be said to constitute the 
external factors. Trough analysis of these, Monatic’s external Opportunities and 
Threats can be identified. 

The internal prerequisites are made up of goals and policies, human resources, 
financial resources, technical resources, organization and company culture. 

The goals and policies of the company is a good starting point for all marketing. 
In a mature company these can already be set in stone and one is forced to accept 
them as a given condition. But in younger companies or companies with a more 
lax attitude these can be questioned and influenced. Monatic is a rather mature 
company, but we need to take into consideration that Monatic’s change of 
owners in 1998 may affect its goals and policies. It is important to take care that 
the possible new goals for export concur with overall company goals and 
policies. Various problems can arise if they do not. (Lekvall and Wahlbin, 2001) 

The factor that could be most limiting, and at the same time most rewarding, for 
the company’s possibilities to realize new business goals is market positions. 
Market positions include market shares, brand positions, volumes and relation 
networks to users, distributors and intermediaries. (Lekvall and Wahlbin, 2001) 

The possibilities and limitations to realize the business mission and competing 
with competitors are determined by the company’s resource base. These 
resources can be divided into three main categories (Lekvall and Wahlbin, 2001):  

Human resources, comprises of everything that deals with company personnel. 
Examples of this are the personnel know how, experience commitment and 
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motivation. Language skills are a human resource that can be crucial when going 
international.  

Financial resources, it is important that the company has a financial position that 
allows future export efforts and that it has available risk capital. To determine 
this one can consider the following factors, the strength of the balance sheet, 
possibilities to get financial reinforcement via loans, sale of assets and so on. It is 
also of importance that the company has the ability to create the financial space 
for future efforts. We believe that it is possible that Monatic’s ways of financing 
ventures look a bit different since the company is fully owned by an investment 
company than it would for an independent company. 

Technical resources are the company’s patents, legally protected rights and know 
how. This could also be special skill in production or quality management. In 
Monatic’s case we assume that this section also comprise of brands and design 
ability, since it probably is next to impossible to patent clothing patterns and so 
on. We do not believe that Monatic is in the possession of a patented production 
process since the factory is not that technical advanced. 

One should also take organization and company culture in to account. It is 
important that the organization of the company is suitable to approach new 
business. The company should be organized in a way that allows an export effort. 
If it is not the management must be prepared to enforce the changes necessary. 
One of the biggest non-tariff barriers for a company’s export can be the attitude 
of the CEO (Albaum et al, 1998). To change established traditions and company 
culture can be difficult and time consuming. There fore it can be perilous to 
engage in an area of business that does not coincide with these factors (Lekvall 
and Wahlbin, 2001).  

An analysis of the topics above will give us a fairly thorough understanding of 
the company’s internal prerequisites. These can be summarized as the company’s 
Strengths and Weaknesses. These can be paired up with the earlier mentioned 
Opportunities and Threats to form the SWOT analysis. It is important to 
remember that most of these factors are both relative and that they have been 
concluded in a subjective manner (Kotler et al, 1999). Despite of this we are of 
the opinion that a SWOT analysis is an excellent tool for analyzing the case 
company, its environment and seek out possible strategies. Here it is a good idea 
to try to recognize the company’s unique competences, that is resources and 
know how that are rare, and exploit those to gain market shares. 
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2.4 MARKET ENVIRONMENT 

2.4.1  HOW TO DETERMINE THE MOST FAVORABLE MARKETS 

According to both Bradley (2002) and Albaum et al (1998) there are two 
extremes of international market selection: opportunistic market selection that is 
a reactive form of selection and systematic market selection, which is proactive. 
The exporter responding to a situation that has emerged characterizes the 
opportunistic approach. Examples of such opportunistic situations are unsolicited 
requests for company products and a sudden discovery of market potential. One 
of the driving motives is very often short-term profit. Bradley (2002) does 
however warn against this approach to the selection of international markets due 
to hidden cost traps. We think that it is quite possible that a company’s first 
contact with a foreign market can be associated with the company reacting to an 
opportunity. But it is our belief that a through market analysis should take place, 
rather sooner than later, in the form of a systematic selection of markets where 
the recent opportunity can be compared to the possibilities on other markets. 
After this a well-founded decision on which markets efforts should be spent can 
be taken. We intend to find out how Monatic chooses its markets. 

2.4.2 SYSTEMATIC SELECTION OF INTERNATIONAL MARKETS 

Albaum et al (1998) uses an country attractiveness /competitive strenghts matrix 
in the process of export market selection. The country attractiveness/competitive 
strenght matrix replaces the two single dimensions in the BCG growth-share 
matrix with two composite dimensions applied to export market. The matrix is 
shown below:  
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Figure 2-3: Albaum’s country attractiveness /competitive strenghts matrix  

                    (Albaum et al 1998, p. 146) 

The country attractiveness is determined by market size, market growth market 
season and fluctuations, competitive conditions and economic and political 
factors, business structure, trade obstacles, distance to market and market size. 
The estimation of the markets industry market potential of the most promising 
markets is an estimation of total sales potential of a product in the chosen market 
over a period of time. The analysis should also cover whether the company can 
get an adequate market share. When forecasting the potential sales one should 
take social habits, consumer trends, local tastes and preferences in the market 
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The company’s competitiveness can for example be product quality, marketing 
ability and capacity, image and technology position. In this stage it is time to 
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market over a strategic planning period. However, he does not tell us how long 
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share of the industry market potential. Here it is wise to consider the following 
factors: 

• The market structure and competitive intensity, the company must be able 
to offer something that gives it an advantage over the competitors. 

• The structure of distribution channels is also of major concern to the 
company; it may influence its sales potential. It is vital that the company 
has a fair chance to obtain adequate distribution in the foreign market. 
The terms of distribution that can be obtained are also of interest.     

• Physical and psychological distance. Examples of physical distance are 
obstacles of export from the native country, geographical distance, 
obstacles of import to the foreign market and obstacles of payment. 
Psychological distance comprises of lacking in language skills, cultural 
differences and lacking in knowledge about the foreign market (Moberg, 
2002, lecture material). 

When the country attractiveness and the company competitive strengths are 
determined, the countries can be pinpointed in the market portfolio matrix. We 
will try to pinpoint Monatic’s markets into the following categories presented 
below based on the facts we have found in our research. These findings will then 
show what strategies Monatic should have on the different markets. 

Invest/grow countries 

In these countries it is important with a strong market position. To reach a 
dominant market share, a substantial financial investment is required. 
Investments in people at the country level are important as well as product 
development and modification to match the market requirements. Foreign direct 
investments in sales and service facilities are often required for enable rapid 
market response, delivery and service to keep up with competitors. Marketing 
efforts should be expansive related to personnel, advertising and quality of 
service. (Albaum et al, 1998) 

Harvest/divest/license/combine countries 

These countries are usually relatively small and the growth is low. The main 
strategies here are to either harvest near-term profits until the exports to these 
countries are abandoned. Increasing prices and reducing marketing costs can earn 
cash from exports on a short-term basis for the export sales that do occur. It is not 
always wise to abandon these markets Albaum et al (1998) points out that 
exceptions of abandonment can occur when a number of these countries can be 
combined to give enough volume for sizeable exports or subsidiary business. 
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Dominant/divest countries 

These countries give a difficult strategic choice because the company has a low 
competitiveness but the market is appealing. To grow into a strong market 
position a lot of capital is required. The decision demands a careful analysis of 
cash requirements and cash as well as all other factors relevant when entering a 
new market. It is wise to for example match an export market environment with 
product design strengths with one possessing distribution and marketing strength 
(Albaum et al, 1998). 

Selectivity countries 

In some situations, products in these sections generally are perfect candidates for 
“milking”. They produce a large cash flow. In general it is difficult to maintain 
cash flow in these kinds of countries because the competition is extreme and 
intense. These markets need maintenance strategies that build cash flow. If other 
advantages exist such as for example technological or quality advantages, this 
can be used to increase market share. (Albaum et al, 1998) 

It would be to resource consuming to do an in depth analysis of all possible 
markets for the company to enter. Since the company is not interested in entering 
any new markets at the moment we have decided to first and far most concentrate 
our efforts on analyzing Monatic’s current markets. We believe that Albaum’s et 
al (2002) model (figure 2-3) on the subject of selection of international markets 
can be of use to us in that analysis.  

Moberg (1990) is of the opinion that one should tread lightly when it comes to 
entering new markets. It is too resource demanding to enter several markets at 
the same time, which makes it risky. Therefore it should be avoided. Bradley 
(2002) on the other hand presents us with two alternatives of market expansion, 
market concentration and market spreading. He believes that a company’s ability 
to export to several markets will vary according to its resources and capabilities, 
the existence and degree of export market differences, and the extent to which 
products and marketing efforts are differentiated on the markets. The company 
allocating available resources in a small number of markets characterizes a 
market concentration strategy. This means that relatively high level of marketing 
effort and resources will be devoted to penetrating the selected markets. First 
after a strong position has been reached on the existing markets, new markets 
will be entered. We believe that this strategy seem to coincide with Moberg’s. 
The market spreading strategy does not. It is characterized by allocating 
resources over a large number of markets to reduce the risks of concentrating 
resources and to exploit the economics of flexibility (Bradley, 2002). 
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2.5 PRODUCT STRATEGIES 

2.5.1 ANALYZING WHICH PRODUCTS ARE MOST FAVORABLE FOR EXPORT 

After thorough analysis of the company’s market environment, the turn has come 
to the choice of products to export. Here Moberg (1990) cautions us not to enter 
new markets head on with the whole armada of the company’s assortment. This 
could prove to be a very risky and an expensive strategy. Instead he recommends 
that the company choose its top of the range products to penetrate the new 
market. The company will do best in concentrating on quality and products that  
has a history of success. But success in one market does not guarantee that it will 
succeed on other markets. The company should also take the market research into 
consideration in the selection of product.  One of the reasons that export efforts 
fails is the lack of information about the market, especially when it comes to 
product adaptation and price levels.  The selection of product is not only 
connected to customer preferences or which market it is intended for. The choice 
of products to export also depends on the market channels the company intends 
to use. A distributor might only be interested in a business relation if the product 
fits with the rest of the distributor’s products and image. The reverse situation 
also applies that is, that the distributor’s image and knowledge of the company’s 
product is also of importance (Moberg, 1990). 

2.5.2 THE STANDARDIZATION OR ADAPTATION OF EXPORTED GOODS  

There is also the question if the product chosen needs to be adapted to the new 
market. Here Albaum et al (1998) presents us with the two opposing views of 
standardization and adaptation. At one extreme the product can be made global in 
the sense that the same type of product is offered to different markets. This can 
be done in accordance with the preferences of the domestic marker or the lowest 
common denominator of the export markets. At the other extreme the product 
can be customized to fit every buyer or group of buyers preferences. The case 
company might for example make suits in larger sizes for the US market to fit the 
US men who tend to be bigger than the average South African. Usually, export 
product decisions have to be a compromise between the two extremes. 
Adaptation can be mandatory or voluntary. For our case company mandatory 
adaptation might be required due to things like environmental differences and 
differing measurement systems. Voluntary adaptation is when the exporting 
company decides for it self to modify the products.  

The degree to which standardization is possible or individualization necessary 
depends on both the product and the market. The company’s policy on this 
matter should be based on an analysis of the market. It is however important to 
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remember that taste in clothes does not necessary vary with nation borders. 
Modern transportation and communication media have made people in various 
countries mare aware of the tastes of those in other areas. This leads to the 
development of market segments with similar needs and wants. (Albaum et al, 
1998) 

2.5.3 COUNTRY OF ORIGIN AND IT’S IMPACT ON THE BRAND 

Country of origin is defined as the country where corporate headquarters of the 
company marketing the product or brand is located. The product might not 
necessarily be manufactured in that country because of multinational 
outsourcing. (Pau and Prendergast, 1999) According to Pau and Prendergast 
(1999) and Doole & Lowe (2001) the country of origin affects the brand in 
different ways. These factors could be described as the country image and 
country cultural signifiers.  

Country image. Customers make their decisions of purchase based on taste, 
design, performance and quality. When the buyer does not have the knowledge 
of the products on the market the purchase decision is influenced by the country 
image. This perception of the country is usually stereotypic. Western countries 
often see products from developing countries as products of low quality, 
unreliable and usually copies of western products. While country stereotypes are 
often deeply entrenched and tend to endure over time, negative country images 
may be improved through advertising or national export promotion campaigns 
(Doole & Lowe, 2001). There is a steady stream of studies that indicate 
consumers' preference for foreign products from developed countries. In 
developing countries nationally produced products are often seen as inferior 
compared to imported products from western countries (Doole & Lowe, 2001). 
This is the case in South Africa where many people go abroad to buy clothes and 
wearing imported clothes is regarded as a status symbol (Buckingham, 2003). 
However, there is also in many countries a strong existence of negative feelings 
towards products made in foreign countries. The preference for domestic goods 
tends to be stronger in countries where consumers have a strong sense of 
patriotism or national pride (Doole & Lowe, 2001). 

Country and Cultural Signifiers. Many products and brands send out signals 
that can be traced back to their country of origin, these signals act as cultural 
signifiers (Pau and Prendergast, 1999). There are strong associations between the 
countries and the products they are known for. For example Italy is well known 
for making quality suits. To overcome the challenge of proving that the product 
does have quality and to not reinforce a negative stereotype is the first obstacle 
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for an exporter from a third-world country. One of the most powerful points of 
differentiation for customers is product differentiation. Purchaser wish to belong 
to a certain customer segment and want to buy products that are associated by 
that group (Doole & Lowe, 2001). Origin is firmly imprinted within successful 
brand names. For example, “YSL” is undeniably French. There are also several 
brand names that help to remind consumers of their origins. For in instance, 
"DKNY" is most likely to be American because of the letters NY and brands like 
"Guy Laroche Paris" and "Ungaro Rome" actually have the capitals of the 
countries behind the brand names (Pau and Prendergast, 1999). 

Developing country markets differ from those in the developed world, often 
because of poor access to information. According to Doole & Lowe (2001) the 
undeveloped world buyers and sellers do not have the same access to information 
because the communications infrastructure is not enough developed. In 
developed markets, and increasingly in new growing markets, information is 
often part of a product’s brand successfulness. Countries with a reputation for 
quality products and services may use its brand name to enter new international 
product markets. In many instances, successful brand companies can diversify 
into unrelated businesses using their brands. Where information is not accessible 
companies face more costs in building credible brands than companies in 
developed markets (Doole & Lowe, 2001). 

2.5.4 BRANDING STRATEGIES 

Branding makes it possible for a company to differentiate themselves from the 
competition and, at the same time, to bond with their customers to create loyalty. 
This position is a great advantage for a company in a competitive environment. A 
satisfied customer may leave, but a loyal customer is much less likely to 
(www.marketingfix.com, 2003). 

The brand name helps the customer to identify certain products and services that 
have certain specific benefits such as low cost, image or high quality. With the 
help of the brand name the company can differentiate from their competitors 
products and the brand name is also a way of adding value to the product. For 
this reasons the brand name is an important tool in accessing new markets. The 
constitutions of a brand can mean both tangible benefits such as quality and 
reliability and intangible qualities such as status, being fashionable or possessing 
good judgment of buying a particular brand. By registering the brand name, the 
brand can be used as a legal instrument to avoid being copied. The company 
image reflects on the image of the brands and the brand can be used to create an 
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identity of the business. The brand name creates an image in the customers 
minds, a personality and added value (Doole & Lowe, 2001).  

There are important considerations to be made to balance between the customer 
driven product design and the company driven standardized products. Without 
customer convergent products it is hard to be competitive on the market. 
Standardization of garments is company driven because standardized patterns are 
cheaper to produce than for example make to measure garments (Bradley, 2002). 

Usually brands are developed within a country nationally before being 
introduced to the foreign market. The brands can be marketed in foreign 
countries through advertising, word of mouth promotion by visitors, adaptation 
and strategic development by the company. To enhance and protect the brand, 
packaging and labeling in foreign markets is important. It is not only important 
because of local regulations but reasons like product enhancement, information 
and promotion. The first impression for the customer is the package and label 
and if the impression is negative it can be hard to overcome. (Bradley, 2002) 

Bradley (2002) has a general rule when it comes to achieve  brand competitive 
advantage. This rule is that the company should score highly in the following 
fields: 

Brand equity: The product should have a genuine style that meet the customers’ 
desires and have a fair price for a superior product. This can be accomplished 
through product differentiation, continuous innovations, effective market 
communications and a balanced and relevant product portfolio.  

Financial strength: The company should have a large market size within its 
segment and have financial strength. This means high cash flow in the domestic 
market and dominant shares in domestic markets. This in turn gives a unique 
chance of challenging international markets facing small countries. 

Foreign presence: The company should have a high proportion of international 
sales. This can be achieved through a well-organized distribution system and a 
strong international network of customers and suppliers. 

Sustainable advantage: The brand should serve unique niches with little room 
for newcomers and the product should have high brand awareness. This can be 
accomplished through product positioning and effective marketing. 

2.6 MARKET STRATEGIES 

In this chapter we will present different market strategies as how to position in 
the network of the market. We suspect that the position in the network 
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determines the company’s quality of relationship to its customers and the 
successfulness on the market. 

2.6.1 THEORIES ON NETWORKS 

Networks have earlier been mentioned in one-way or the other. Here a more 
comprehensive explanation of these alluring networks will be presented in order 
to make them and their significance more understandable.  

Moberg (1990) means that the company must take the network structure of the 
market, as well as company size and resources, into consideration when choosing 
market entry strategy and form. Hammarkvist et al (1982) defines markets as 
complex relation networks between companies. There are a variety of different 
relationships that companies can have to one and another: supplier, customer, 
partner and competitor are just a few examples. These relationships between 
companies in a network can be built to function as bonds between them. These 
bonds are of different character and have different purposes. What they have in 
common is that they are all an investment and take time, effort and resources. 
Hammarkvist et al (1982) mentions five types of bonds: 

Technical bonds, every company has its own technical solution to things. When 
companies have a relationship this individuality leads to the need for adaptation. 
When companies adapt to each other bonds between them form. In our case an 
example of technical bonds could be the supplier adapting the quality of the 
fabric to the kind that the company’s production equipment is suited for.  

Time based bonds, in a world where the demand for shorter lead-time is ever 
increasing so are the time bonds between companies. Co-ordination of the 
companies in the supply chain can lead to substantial cost reductions (van Weele, 
2002). For our case company a time bond could be that they co-ordinate their 
production with their supplies, making large stocks unnecessary. The key to 
successful time bonds between companies is exchange of information. In the 
men’s wear industry time is of the essence since clothes expiration date is short. 
It is therefore important that Monatic’s clients can trust Monatic to deliver on 
time.  

Knowledge-based bonds, when two companies work together they build up 
knowledge about each other. They learn each other strengths and weaknesses and 
how to use them.  

Social  bonds, these bonds are related to the companies need to trust each other. 
These bonds are due to personal connections between people in different 
companies, built up over time. One of their functions are to complement legal 
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bonds, which rarely can be made iron clad. Therefore it is important that the 
parties trust each other, to a certain extent, in order to have a working 
relationship. 

Economic and legal bonds, comes in all shapes and sizes. Economic bonds can 
be different kind of financing and is often accompanied by legal bonds. Legal 
bonds can in turn often be seen as insurance for all the other kind of bonds. 

These networks can be everything from firmly to loosely structured. When a 
network is firmly structured the bonds between the companies are strong. All 
companies in the network have well defined roles and the structure of the 
network is hard to break. Changes occur within the frames of the network. In 
loosely structured networks the bonds are weaker which makes the structure 
more prone to change. The company’s actions must be adapted to the network of 
the market it intends to enter. In some markets the social bonds are very 
important and in others social relations may be completely irrelevant. 
(Hammarkvist et al, 1982) 

Something that we believe is closely related to networks is what de Wit and 
Meyer (2002) write about the paradox of competition versus co-operation. The 
issue here is whether to develop a strategy together with other firms or not. Is it 
wise for a company to build up long-term partnerships with its customers, or 
should one avoid becoming a captivated supplier? Is it better for the company to 
work closely with their suppliers or should they shop around for the best deals? 
These and related questions depend on the relationship Monatic needs and wants 
with other organizations in its environment. Interorganizational relationships can 
be either competitive or co-operative.  

In a competitive relationship calculation, bargaining, maneuvering and use of 
power to achieve results characterize the behavior of the firms. Conflicting 
interests is often what lies underneath the relationships of the firms. 
Organizations are often driven by self-interest and therefore competition is the 
natural state of doing business in a hostile environment. Suppliers is always 
going to try to get the best prize possible and buyers will try to get good quality 
at the lowest prize. Collaboration is not in the interest of the economy at large 
and can be hazardous for the company’s long-term health since it dulls the 
competitive environment that forces the company to constantly improve itself to 
survive. The competitive game is believed to be of a zero sum nature, there are 
only so much pie and the winner get the largest piece. (de Wit and Meyer, 2002) 

When the relationship is primarily co-operative the behavior is guided by trust, 
commitment and the use of co-ordination to achieve results. Here mutual gain is 
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the basis of the relationship. The reason for co-operation is a belief that the 
combined gain can be made bigger by co-operation. We believe that things get a 
bit closer to the truth when business is not seen as war; the interests of firms are 
rarely completely opposed or aligned. Firms must balance their competitive and 
co-operative stands in their relationships depending on the circumstances. 
Collaboration can be both strategic and tactical; if the co-operative network can 
achieve more than the companies can independently a measure of 
interdependence can be accepted. (de Wit and Meyer, 2002)  

2.6.2 THE NETWORK VIEW OF MARKET STRATEGIES  

The company’s position in the network determines the possible market strategies. 
The power of the position governs the company’s possibility to control the 
development of the network. The role the company want to have in relation to 
their customers and competitors is important to its positioning (Hammarkvist et 
al, 1982). In a time of chain stores and a clothing production that is double the 
demand it is hard for the producers to gain a position of power. Therefore it is 
important that Monatic position their offer and competence in a way that gives 
them the upper hand.  

According to Hammarkvist et al (1982), a company can gain advantages over it 
competitors in two ways: the problem solving strategy (the function and 
appearance of the product) and the strategy to transfer problem solutions such as 
deliveries and knowledge. These two possible ways to gain advantage is 
comprised of two dimensions: the customer’s general need and the customer’s 
specific need.  

Problem solving strategy 

The supplier’s strategy to solve the customer’s problem will determine what kind 
of relationship the two will have. Through seeing the company’s problem solving 
strategy through the two above-mentioned dimension four different strategies 
emerge, see figure 2-4. We will discuss the different strategies from the customer 
producer perspective. 
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Figure 2-4: Problem solving strategies  

                    (Hammarkvist et al, 1982, p.31) 

Low price strategy 

The typical relation to customers for a company with both low general- and 
adapting strategy is a very simple one. Here price is king and the relation is 
weak. The only possible strategy for the company to adopt here is one of 
achieving the lowest prices. To be competitive the company must have lower 
costs than its competitors (Hammarkvist et al, 1982). This is the typical situation 
for many producers in developing countries. The use of this strategy inhibits the 
company’s chance for higher margins and profitability. The consequence of this 
is crippling of technological and competence development.  

Hammarkvist’s et al (1982) Low Price strategy has much in common with 
Porter’s cost leadership (de Wit and Meyer, 1998). Porter states that there are 
many sources for cost advantages and that they differ between different 
industries, the trick is to be able to exploit these (de Wit and Meyer, 1998). We 
believe that cheap and high quality material, low labor costs and efficient 
production are where the largest savings can be done in the clothing industry. 
Porter also states that one of the biggest threats to a cost leader is if several 
companies aim at this position (de Wit and Meyer, 1998). We believe that it is 
quite obvious that there are many developing countries with a clothing industry 
that is competing for this position. Some of these competitors are highly 
technical developed which should be taken into consideration before this strategy 
is chosen. Porter (de Wit and Meyer, 1998) mentions a Cost Focus strategy, 
which means that the company should exploit differences in cost behavior. By 
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using a focus strategy the company can identify narrow segments in which they 
can their special skills and focus their resources. 

Product development strategy 

When the producer has a high general strategy the customer uses this in order to 
develop the product. The relationship will be closer than in the low-price 
strategy. Important abilities of a product developer are: customer knowledge, 
product development, knowledgeable work force and so on (Hammarkvist et al, 
1982). Hammarkvist et al (1982) writes that the technological development of the 
firm and the technological exchange between producer and customer is also of 
importance. We believe that the technical side of things is not as important when 
the product is not “technical”. We think that when it comes to the high quality 
clothing industry the other criteria mentioned is of greater importance. Here the 
manufacturers that besides for making according to ordered patterns also do their 
own brands and designs that could be said to have this strategy. 

Customer adjustment strategy 

A firm using this strategy is an expert in products and solutions that fits the 
customer’s needs. The company needs to be flexible, both organization wise and 
production wise, in order to handle different adjustments. The company must 
also have a strategy to understand the customer’s needs and guide them through 
production (Hammarkvist et al, 1982). The difference between this strategy and 
that of the product developer is that here the company do not necessary have to 
have a strategy to come up with new solutions. 

Customer development strategy 

Here the customer needs a producer that is both a specialist and has a strategy to 
adapt. The relationship will be close and intense and the producer will take an 
active part in the customer’s product developing process. This strategy put high 
demands on both the technical and organizational make of the company, since 
both flexibility and specialization is demanded. It is important to remember that 
every relationship of this kind is very resource demanding and the company 
should choose its customers carefully. 

All of these three last mentioned strategies could be said to be included in what 
Porter (de Wit and Meyer, 1998) calls Differentiation. Porter (de Wit and Meyer, 
1998) states that using this strategy the company seeks to be unique in its 
industry by differentiating its offer in a way that is perceived by the customer to 
give extra value. The differentiation can be achieved in all the ways mentioned in 
the three strategies mentioned above. In the clothing industry the possibilities for 
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differentiation is rather large, the snag is to find the right niche. Porter (de Wit 
and Meyer, 1998) also has a theory namely the Differentiation focus. Here the 
company exploits the special needs of buyers in a certain segment.  

Transfer strategy 

The company’s strategy to transfer its problem solutions, figure 2-5, is just as 
important as its strategy to come up with the solutions. Here we will discuss the 
transfer strategy much in the same way as we did with the model concerning the 
problem solution strategy. 

 

 

 

 

 

 

 

 

 

 

Figure 2-5: Transfer Strategies 

(Hammarkvist et al, 1982, p. 33) 

Standard transfer strategy 

The minim standard requirements concerning for example delivery precision and 
security must be met. Unfortunately many developing countries have a 
reputation, often earned, for not being able to fulfill these demands 
(Hammarkvist et al, 1982). Here Monatic has to prove to its customers that it can, 
something that probably would be taken for granted if the company was situated 
in a developed country. 

Logistics strategy 

The supplier using this strategy must be able to meet stern demands on delivery 
security and precision. The company’s organization and equipment must have the 
a strategy to deal with large product flows and the routines for storing and 
transport must be well developed (Hammarkvist et al, 1982). These aspects tend 
to be of high importance in the clothing industry since different styles of clothing 
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have a rather short expiration date. It will not do to deliver the winter collection a 
month too late. We find it a bit doubt full that large competitive advantages can 
be gained here since the prerequisites are rater slim. But on the other hand big 
competitive disadvantages can be the result if the conditions is not met.  

Customer adaptation strategy 

Here the customer is in need of a supplier who will adapt the transfer of products. 
The organization must be flexible to meet the customers demands and also it 
have to be able to handle the customers in an individual way (Hammarkvist et al, 
1982). It is very likely that Monatic will have to deal with this type of 
differentiated demands since they both produce for a domestic and international 
market. 

Customer integration strategy 

The customer can in certain cases be interested in integration with the 
manufacturer. This integration can concern time, knowledge and delivery. This 
can result in combined information and transportation systems. In the extreme 
case the producer takes on the entire stock function and deliver merchandise that 
the customer is running short on without the customer having to order it 
(Hammarkvist et al, 1982). We believe that competitive advantages could be 
gained here through offering the customer extra support. 

2.7 MARKET ORGANIZATION 

A company’s international marketing channel is the path through which the 
products of the company reach the final consumer. Sometimes the channel is 
relatively short, like in the case when the product is delivered directly from 
producer to consumer. This is very rarely the case for simple and inexpensive 
products. Often the channel is longer and more complex, utilizing several 
marketing organizations. These organizations can be independent or 
manufacturer owned (Albaum et al, 1998). The choice of market channel can be 
said to consist of two parts. One concerning which type of market channel is to 
be chosen and the other regarding the selection of what specific company, in the 
cannel of choice, would suit the case company best (Moberg 1990). The selection 
criteria for the second part depends on which market channel the company has 
decided on. We will make no further distinction between the two other than that 
in the in the latter case an evaluation of suitable firms must also be taken into 
consideration. 

The market channels can be divided into primary and secondary marketing 
channels (Moberg, 1990). The primary market channels are concerned with 
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trading channels between countries and the secondary is channels within a 
country. The primary market channels can further more be divided into indirect 
export, local manufacturing and direct export. Indirect export occurs when the 
exporting company uses independent organizations situated in their own country 
as a middleman. Indirect export has several advantages. The company does not 
have to have as extensive knowledge about the foreign market as required by the 
other market channel modes. It also allows the company to start exporting 
without having to invest a lot of resources. On the down side it keeps the 
company at a distance from the foreign market. Trade regulations can sometimes 
force the company to local manufacturing. This can have several disadvantages 
such as scattered production and loss of economies of scale. (Albaum et al, 1998) 

Exporting occurs when the manufacturing company sells directly to an importer 
or buyer in a foreign market. The transaction flow between nations is handled 
directly by a dependent organization of the manufacturer, a foreign-based 
marketing organization or customer (Albaum et al, 1998). Bradley (2002) means 
that exporting can be one of the quickest ways to enter a foreign market. This 
approach has minimal effect on the firms ordinary operations and the risks 
involved are less than may other alternatives. We will primarily focus on export 
since this is what Monatic is involved in. When it comes to the export alternative 
used the most common export alternatives are presented in figure 2-6 below. It is 
interesting to notice that Albaum et al (2002) considers all of the alternatives 
bellow as direct exporting. We believe it is a question of definition. Market 
channels should not be viewed as a constant, when conditions change so should 
the channel (Albaum et al, 2002). 
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Figure 2-6: Export Market Channels,  

                    (modified from Moberg, (1990), page 37) 

Direct export occurs when the manufacturer sells directly to a buyer in a foreign 
market area. Moberg (1990) means that this is only prudent when the buyers are 
few and the transaction occurrences few. These factors indicate that it would not 
be financially sound to have a representative on that market. 

Sales branch or sales office is when the company establishes a place of business 
on the foreign market. This can give the company better chances of supervision 
of sales and marketing activities in the area (Albaum et al, 2002).  

Representative is a, from the company separate, marketing organization on a 
foreign market. The different forms of representation are an agent, a consignee or 
a distributor. (Moberg, 1990) 

The agent is an independent middleman that represents the company on the 
market in question. The agents mission is to be the connecting link between the 
buyer and the selling company. How big of a part the agent plays in the 
relationship between buyer and seller varies. The agent sells on the company’s 
behalf and in the company’s name. It is the company that handles the billing and 
the agent work on commission. (Moberg, 1990) 

A consignee has accepted a business mission and sells the exporters merchandise 
in his own name. The consignee also works on commission. (Moberg, 1990) 

The retailer is an independent company where the retailer owns the exported 
products. The retailer buys the products from the exporter in the form of an 
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independent buyer. The retailer often buys from several different exporters and 
the different merchandise can be complementary. Many retailers have their own 
brands. This can pose a problem when they want to sell the exporters 
merchandise under their own brand, since this leads to the exporters brand 
remaining unknown on the new market. It also leads to decreased control on the 
exporters behalf when it comes to things such as final pricing and marketing of 
the merchandise. (Moberg, 1990) 

Export co-operation is an organized form of co-operation between companies 
(Moberg, 1990).  

Sales company is an, of the exporter owned and controlled, marketing 
organization on the foreign market. This alternative is often associated with high 
initial cost and Moberg (1990) does not recommend this form of export in the 
beginning of market entry. The sales company gives a closer connection to the 
foreign market and increased control over sales. A sales company can either be 
formed through acquisition, green field investment or a joint venture. To acquire 
a sales company means that an already existing company on the new market is 
bought. When green field investing a new company is built from scratch and 
when making use of joint venture the sales company is built in cooperation with 
another company. (Moberg, 1990)   

When choosing market channel the company’s strengths and weaknesses must be 
taken into consideration. So must the structure of the market and market 
networks. Different modes of entry vary in the amount of resources and financial 
stamina they demand of the company. They also differ when it comes to the time 
perspective. Both concerning how long it takes for the company to penetrate the 
markets and the time it takes before the investments made starts to pay off. The 
alternative market channels also come with different amounts of risk and control 
attached to them. Usually the rule goes as follows, the greater investment the 
greater risk but perhaps also better chances at a higher profit and larger market 
share. All these factors need to be taken in to consideration when choosing 
market channel. (Moberg, 1990) 
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3 THE RESEARCH PROBLEM 
In our frame of reference we have described different theories about export 
management. These theories have developed into the research questions. The 
research questions are the most central part of our study and they describe what 
we will investigate.  

3.1 FOCUSED RESEARCH QUESTIONS 

The aim of our study together with the frame of reference has raised the 
following questions: 

INTERNATIONALIZATION 

• Why did Monatic decide to go international? 

• How mature is the company for export? 

• MARKET ENVIRONMENT 

• What is the situation like on the different markets? 

• Which of the existing markets are getting the most attention? 

• PRODUCT STRATEGIES 

• What products are Monatic currently exporting?  

• What does the company do to establish their brands? 

o -How can it be improved? 

MARKET STRATEGIES 

• What are Monatic’s current market strategies? 

• What other market strategies could improve the export and the company’s 
competitiveness on its markets? 

MARKET ORGANIZATION 

• Which market channels are used? 

3.2 DEMARCATIONS 

As we mentioned earlier the company is not interested in entering new markets at 
this time. We will therefore refrain from investigating new markets. Instead we 
will concentrate on Monatic’s current markets. It is not within our resources to 
go and investigate these markets ourselves, so we will have to depend on 
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secondary sources and people at Monatic with experience of these markets. Since 
the different markets outside South Africa in Africa is rather small and poor we 
will analyze them as one market. 

Different countries have different competitive advantages of manufacturing and 
distribution. The competitive advantages can for example be high perception 
concerning certain products, cultural and geographical distance and knowledge 
and ability to manufacture clothes of quality and low price. Since Monatic itself 
states that their main competitors on the global market are countries we will 
make no further investigation into which companies that may represent the 
different countries. 

We will not analyze Monatic’s balance sheet since the company is 100 percent 
owned by a holding company and its balance sheet has little to do with the 
company’s ability to invest in export ventures. Here profitability and convincing 
the holding company of the investments usability is more of interest.   

We do not investigate the technical details of the computer systems at Monatic. 
The systems are only briefly described with the most important facts. 
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4 METHOD AND PERFORMANCE 
This chapter explains how the study was carried out. The study was divided into 
three parts: prestudy phase, field study phase and analyze phase. These three 
phases will be further explained in the text below. The validity and reliability of 
the study will also be discussed. Further theories of quality control will be 
examined in terms of triangulation and generalization. 

4.1 TYPE OF STUDY 

A study can be a case study, a cross section study or a time series study. Any of 
these three types of studies can be quantitative our qualitative depending on the 
characteristics of the data. (Lekwall & Wahlbin, 2001) In the following figure 
examples are given of the different types of studies.  

Table 4-1: Different types of studies  

CHARACTERISTICS 
OF ANALYSIS AND 
DATA 
 

DEEP IN SPECIFIC 
CASES  
CASE STUDY 
 

BROAD 
CROSS 
SECTION 
STUDY 
 

OVER TIME 
TIME SERIES 
STUDY 

Qualitative  Through description 
and analysis of export 
management at a 
company 

Deep interviews of 
motives of 20 
customers. 

Analysis of the 
development of the 
export 
management 
during the past ten 
years. 

Quantitative  Analysis of the main 
concurrent financial 
status at the end of 
the year. 

SURVEY               
Analysis of 200 
potential new 
customers 
 
EXPERIMENT              
Test of customer’s 
behavior in 
different situations. 

Analysis of the 
demand on the 
market of specific 
product groups and 
segments over the 
past ten years. 

 (modified from Lekwall & Wahlbin, 2001, p.35) 

From the table above it can be determined which kind of study that suits our 
investigation best. Time series study can be eliminated at once because it was not 
in our interest to analyze something over time. We did not analyze data in figures 
so quantitative study was also eliminated. What remained to be taken into 
consideration was case study and cross section study with a qualitative approach. 
These types suited our purpose well because we did a case study of how the 
export management is run today at Monatic and in what ways it could be 
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improved and also we investigated customers and markets which was a cross 
section study. The decision was to be a combination of case study and cross 
section study with a qualitative approach.  

A study can further more be explorative, describing, explaining or predictive. An 
explorative study gives a basic knowledge and understanding of a problem area. 
This is often used a base to better formulate the research problem for a later 
investigation or to give ideas for alternative actions. A describing approach is 
concerned with finding facts about for example a product group or distribution 
system. An explaining study sorts out cause of actions and relationships that 
causes certain observable state. The purpose of a predictive approach is to give 
prognoses of what truly would happen if certain factors were involved. (Lekwall 
& Wahlbin, 2001) We chose the describing approach because we studied the 
export management to get a basic knowledge and suggest actions of 
improvement.  

It was two types of data collected, primary data and secondary data. The 
conductor of the thesis collects the primary data and secondary data is collected 
by others (Lekvall and Wahlbin, 2001).  We collected our primary data through 
interviews and secondary data by studying books, reports and articles. 

4.2 PRESTUDY PHASE 

The master’ thesis was carried out in Cape Town in South Africa. Before the 
departure to South Africa we gathered information about export management and 
related topics. This information was searched for in literature at libraries and on 
the Internet. Theories were gathered from books, articles and web sites treating 
export management.  

According to theory, the purpose of a literature study is to investigate relevant 
literature and discuss different angles to address the problem. In the beginning a 
general view of different theories is the focus. This is followed by a deeper study 
on a specified area. (Bell, 2000) 

This opinion should be compared with the grounded theory, which implies that 
“you shouldn’t read too much but keep your eyes fresh” (Alvesson and 
Sköldberg, 1994). The result of the literature study was presented earlier in the 
frame of reference. The information obtained from the literature study was 
further processed in co-operation with the House of Monatic in the field study 
phase. We also took a preparatory course at SIDA’s training centre in 
Gothenburg to prepare ourselves for working and living in a developing country. 
At this course we also had the possibility to meet former MFS-scholars. 
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4.3 FIELD STUDY PHASE 

At the House of Monatic we made interviews with the staff to learn about the 
business. The work was carried out at the House of Monatic in Cape Town, 
South Africa and at Linköping University in Sweden where we had access to 
computers and the unive rsity library. We gathered information about the general 
export situation in South Africa by reading written sources and by interviews 
with relevant people. We also made a questionnaire that we e-mailed to 
Monatic’s customers to see how the customer relations could improve. Our 
supervisor in South Africa also let us stay in his house during our time in South 
Africa, which gave our study an even deeper dimension. Living in a South 
African home was a great experience that made us learn about the culture and 
people of the country. The culture of our home in South Africa was not much 
different from a home in Sweden. The family was very open and friendly. The 
company did not differ much in organization from a Swedish company. One 
thing that struck us was that the managers in South Africa seemed to be more 
social and relaxed with us compared to the more formal ways of students’ 
relations at Swedish companies. 

4.3.1 SELECTION OF RESPONDENTS 

In this chapter we will describe how the selection of respondents has been made.  

Table 4-2: Interviews at the House of Monatic 

Name of respondent Position at Monatic 
Mr.B. Buckingham Managing Director 
Mr. Aldo Agnello Sales/ Stock Executive  
Mr Michael Maurer Financial Director 
Mr Scott Walton Export Executive  
Mr Iain Campbell IT Executive  
Ms Wendy Nathan Human Resources Executive  
Mr Mark Godding Merchandising and Branding Executive  

The choice of respondents was based on the method of snowball sampling. The 
method implied that we to begin with made contacts with the someone of the 
company staff who gave us the name of the person involved in the matters of 
marketing in this case the director of the firm. This method is very good when it 
is difficult to find the right persons in advance. (Robson, 2002) 

4.3.2 QUALITATIVE INTERVIEWS 

We chose to conduct a qualitative study. The advantage of this approach is the 
flexibility which gave the opportunity for us to follow up ideas, reflect over the 
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answers and listen to not just what the respondent said but how. Furthermore we 
could ask further questions to clarify diffuse matters.  

The preparations before each interview should be thoroughly and well prepared. 
The method of documentation is important to guarantee that no information is 
lost. Useful tools are paper and pen or a tape recorder. (Bell, 2000) Physical 
reactions can be worth writing down (Holme and Solvang, 1997). 

We tried to use a tape recorder but because of technical difficulties we had to 
give it up and just rely on pen and paper. We also tried to reflect over how our 
respondents physically reacted to our questions. 

There is always a risk that a certain bias (error) occurs during the interview 
process. If the interviewer is subjective and is influenced by the environment the 
respondent can be affected. To eliminate these kinds of errors two interviewers 
should be present. Another precaution is to in advance become alert with the 
formulation of the interview questions. (Bell, 2000)  

As we were both present when conducting the interviews we believe we 
eliminated some errors of facts.  

The respondent should partly be led through the interview otherwise there will be 
a risk that too much time will go to the respondents personal areas of interest and 
insignificant facts. Another aspect is that the interviewer should be well 
acquainted with the theory concerning the subject and be acquainted with 
everyday life and organisation to eliminate the waste of time. The interviewer 
should constantly keep clear in mind of what information is wanted from eve ry 
respondent. This implies that the formulation of the questions are of great 
importance and the interviewer should keep clear the purpose and goal of each 
question. It is also important that the interviewer can explain the terms and 
happenings that are questioned in the interview. Another way of clarify the 
purpose of the questions is to prepare certain clear examples of unnecessary 
misunderstandings between the respondent and the interviewer. (Adermark och 
Britz, 2002) 

Because that we participated in the everyday life of our respondent both at work 
where we conducted our study and in the home we believe we had background 
facts that made the interviews easier. In addition to this we were well acquainted 
with the subject after studying a lot of literature about export management. We 
prepared the questions carefully together and our supervisor at the company 
checked the relevance of some of them for us. 
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Interviews can be conducted in various ways. In the text below we will present 
the types of interviews that we conducted in our study. 

Semi structured interview. The method implies that the interview is started 
with very open questions with the characteristics of a discussion and is a 
combination of a structured interview and a focus interview. During the 
interview the questions becomes more narrow and precise. The intention is that 
as large amount as possible of the interesting subject should be discussed during 
the free part of the interview. If the answering information seems to be too brief 
or too adjusted further questions will be asked on the same subject to develop 
and clarify the matter. (Bell, 2000)  

When conducting the interviews at Monatic we used an interview guide to obtain 
a structure of the interviews and to make sure all topics are covered. We also let 
the respondent speak freely about the relevant topics. This method can be seen as 
a form of semi-structured interview.  

Narrative investigations. Narrative investigations imply collection and 
treatment of stories and descriptions. A method could be called narrative when 
the collection of data, interpretation and writing gives a creation of meaning that 
shows similarities of how tales and stories usually are. This method suits the 
study well if the scientist is interested in deep personal descriptions. (Bell (2000) 
This deep dimension of study may be of use when investigating the social and 
economic situation in South Africa and the way of doing business.  

In narrative investigations the respondent can be bothered by revealing too much 
of their emotions and does not want it to be public. This is clearly a disadvantage 
of the method. Because of this, the respondents can demand changes in the 
preliminary report and may stop their co-operation with the project. This form of 
problem may occur almost any form of investigation but especially interview 
studies. (Bell, 2000)  

As we were living with our supervisor he told us stories about the business and 
market continuously. This gave us a deeper dimension of understanding of South 
Africa. 

Questionnaire distributed by post. This method is very cheap but takes a long 
time to conduct. The falling off is often very considerable. The control of the 
interview situation is often poor. The questionnaire must be carefully and 
thoroughly made to avoid misunderstandings. The interview guide must not be 
too big because the respondents will then not make such a great effort in 
answering the survey thoroughly. (Lekvall & Wahlbin, 2001)  
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We sent out a form by e-mail to about 30 of Monatic’s customers in South 
Africa, UK, Sub Sahara and the US to find out how pleased they were with their 
relationship to Monatic and in what ways the relationship could be improved. 
There were a lot of customers that did not answer our questionnaire. Only ten 
company’s replied. The results of this survey can be read about in the chapter of 
description of markets. 

4.4 ANALYZE PHASE 

The management of exports was analyzed by the implementation of available 
theories on export management. Facts from interviews and document relevant to 
the thesis were analyzed together with the studied theories. Conducting the thesis 
at a South African company was a great experience. We found that the business 
culture was very similar to the Swedish business culture. As we are students and 
do not have much work experience we have little experience of how business is 
conducted in Sweden and therefore it is hard to point out cultural differences. 
The only difference we could suspect existed was that the South African 
businessmen are very relaxed and has a very close relationship wi th their 
business partners. We believe South Africans in general are a very friendly and 
cheerful people. Based on our experience at the House of Monatic we have tried 
to analyze the facts and theories together and from these draw conclusions. 

4.5 GENERALIZATION 

In this chapter below the concept of generalization will be explained. In our 
study we tried to make generalizations concerning how customer strategies 
should be carried out to satisfy the majority of customers 

The concept generalization concerns the research result’s ability to be valid even 
outside the environment of the study for example the entire market instead of just 
four actors on the market (Lee and Baskerville, 2001). The result of the study has 
no meaning without using the concept of generalization (Mason, 1996). 

Many scientists believe that statistic generalization is the same as generalization 
in general. The statistic generalization is when a random selection of a population 
is used to describe the population. This is only a fraction of the concept of 
generalization. A usual misunderstanding of case studies is that the result of the 
study cannot be generalized to be valid for other environments because of the 
few interviews. According to Lee and Baskerville (2001) this is a 
misunderstanding.  

Generalization is a measurement or observation to what extent a measurement or 
observation could be applied to another similar phenomenon (Lee and 
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Baskerville, 2001). The input to the generalization process is the result of the 
empirical investigation for example a detailed description of the four most 
important customers. These empirical results are processed and analyzed to a 
theory, which explains the empirical results. The last step of generalization is 
when the result can be generalized to be valid for any environment. 
Generalization of a theory to different environments is how a positivistic or 
interpreting theory can be transferred to other environments for example one 
customer relationship can be a model for how other customer relationships will 
be carried out (Lee and Baskerville, 2001). 

Lee and Baskerville (2001) have drawn some guidelines of what is important in 
the purpose of obtaining generalization. Their opinion is that the scientific base 
of a theory does not depend on the number of observations that has been 
conducted. Instead it is based on the number of contradictory observations that 
the theory has been resisted. To investigate whether a theory is scientifically 
based it has to be formulated in order to be contradicted. One way is to 
hypothetically assume it is true. Observations in the field show if the theory 
holds. An observation that contradicts the theory is dismissed in the same way.  

Further on Lee and Baskerville (2001) believes that a theory can never be 
proofed without being strengthened with further evidence. When it in many cases 
only can be proven regionally, scientists use the formulation "collected data 
corresponds with theory" and not "collected data proofs theory".  

In the cases when observations increases in a deductive relation the ability of 
generalization increases as well. This has not the same effect and function like 
the increase of sample size in a statistic study, which is inductive and the 
selection is randomized. In a deductive study, observations come into focus in 
the end of the research process when they are compared to theory. (Lee and 
Baskerville, 2001) 

In a strict context a theory cannot be generalized to be valid in other 
environments than the environment of the investigation if not new studies are 
made in the new environment. This opinion does not favor anybody why 
generalization is accepted when three conditions can be assumed (Lee and 
Baskerville, 2001): 

The assumption of the uniformity of nature: the closer to events are in time 
and space or measured value, the more they tend to rely on the same laws. 

Successful identification of relevant variables: the same relevant variables in 
environment A where also present in environment B. 
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Enough similarity in relevant conditions: the value of a variable used to 
conceptualize a relevant condition will be the same in environment A and B. 

In the analyze phase we discussed if these conditions was obtained. Based on this 
we tried to make generalizations. Generalization has been made grounded on 
different theories and our study can be seen as a preliminary guide to see how the 
export management can be improved.  

4.6 QUALITY CONTROL 

When the analysis is conducted it is of outer most importance to check the 
quality. In a quantitative interview there is a great deal of statistics methods to 
use. In a qualitative investigation there are fewer methods, which makes it 
harder. In this case the help of triangulation, reliability and validity can control 
the quality. These terms will be explained in the following subchapters. 

4.6.1 TRIANGULATION 

Triangulation is used in methods of research. The term means to use different 
kinds of methods of gathering information about a matter and compare these 
facts to obtain an as thoroughly balanced result as possible in the end. The basic 
idea is that the gathering of information should be from multiple sources to better 
control the truth (Bell, 2000). 

Triangulation is also a way of seeing a problem from different angles. There are 
four different forms of triangulation. Data triangulation means that the collection 
of data is from different sources. Research triangulation is used when scientists 
from different expertise participates in the collection of data. Theoretical 
triangulation is used when the material is evaluated with different paradigms 
during the analysis phase. An example of the latter is to first analyze the material 
from system theoretical perspective and then analyze the same material based on 
a paradigm. Method triangulation is used when different methods are used in the 
same study (Jensen, 1995). 

In this study we used both data- and method triangulation. We investigated the 
same problem with different kinds of methods like for instance the literature 
study and by conducting interviews. Data triangulation was applied by using data 
from multiple sources. The sources were comprised of earlier research, our own 
knowledge and the knowledge of the respondents. The purpose why we used 
triangulation was to improve the quality of the study.  

4.6.2 RELIABILITY 

To minimize the impact of randomization and get a reliable result it is important 
that the trustworthiness is high. The reliability or trustworthiness gives a clue on 
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if the research methods are correct. It is also a measurement of to what extent an 
instrument or ways of action give the same result under the same circumstances. 
(Bell, 2000) 

It is of outer most importance to secure the reliability in interviews when 
opinions and information is wanted and there are a lot of factors and experiences 
that will affect the answer. The respondent could have had a previous experience 
that could affect the answer. (Bell, 2000) 

A method to obtain high levels of reliability is to use different kinds of 
instruments in the same study to measure the same thing in different ways. 
Mason (1996) say that many scientists obtain high reliability by using 
standardized research instruments and secondary data is compared with other 
similar standardized instruments.  

Bell (2000) gives three different ways of measuring the reliability in interview 
situations: 

§ Test-retest implies that the same test is redone after awhile. 

§ Alternative formulations are when the interviewer asks questions 
differently on the same subject. 

§ The split-half method is when the questions are divided into two parts that 
matches each other and then the answers are compared. 

As discussed earlier it is impossible for the scientist to remain neutral when 
collecting data and information the qualitative way. It is difficult not to place 
own values into the interpretation of the interview answers and in that way also 
the result of the study (Mason, 1996). 

In this study we tried to secure the reliability by the design of the interview 
guide. In the interview guide we asked the same thing with different angles to 
avoid getting the wrong answers. We used alternative formulations as a method 
to get high reliability, but because this was a time consuming strategy we only 
used it on the most central questions. 

4.6.3 VALIDITY 

Validity is a measurement of how well a question measures its purpose. If a 
question lacks reliability it also lacks validity, the opposite does not occur. Just 
because the reliability is high that does not mean the validity is high. A question 
can give the same or almost the same answer at different occasions and still not 
give the wanted information. A high validity in an investigation is obtained by 
choosing a method that suits the purpose of the investigation. In investigations 
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where no quantitative measurements is made it is even more important to 
critically evaluate the questions of the interview to see if it can obtain good 
answers that is needed in the study (Bell, 2000).  

Mason (1996) thinks it is simpler to prove the validity in a study that has been 
conducted with quantitative research methods. This opinion is based on that the 
qualitative methods have tools of measurements that are known and accepted. 
According to Lee and Baskerville (2001) this opinion is wrong and they mean 
that qualitative studies easily can be verified with the theory of generalization.  

According to Lekvall and Wahlbin (1993) there are five types of validity. 

Instant experienced validity. When experts and other concerned people 
evaluate for example the basis of interviews on the purpose to determine 
relevance, it is called instant experienced validity. We verified this by letting our 
prepared base of interview questions be discussed between the two of us and 
sometimes with our supervisor at the company. 

Concept validity. Concept validity describes how well the theoretical frame of 
reference corresponds with the result of the study. Our supervisor and opponents 
at the university controlled this type of validity. 

Predictive validity. In a study where a result has been predicted in advance the 
predictive validity shows how well the prediction correspond to the real result in 
the end. We did not work with predictive validity because we did not work with a 
hypothesis determined in advance.  

Simultaneous validity. The simultaneous validity is similar to the predictive; the 
difference is the time perspective, which is shorter. The obtained information is 
controlled immediately. We had the possibility to secure this by sending a written 
document of the interview to the respondent to have the possibility to clear out 
misunderstandings, clarify matters or add something more. However we decided 
not to do this because it would add work people that have helped us so much and 
therefore not appropriate. Our supervisor in the field that has abroad knowledge 
of the company checked this validity. 

Contents validity. When a study is made about a complex phenomenon with the 
help of related questions analyzed as a unit the contents validity describes how 
well all the dimensions of the phenomenon is covered in the study. Our 
supervisor and opponents at the university made sure we did not miss any 
important topics by checking the contents of validity.  

We have used four of the different types of validity in our study. Together they 
verified that we were on the right track in the choice of theory and the design of 
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interview guide. Apart from the perspectives on validity mentioned above we 
also controlled different opinions of various theoreticians. When contradictory 
theories were found, this was of great interest to us. 
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5 THE SOUTH AFRICAN CLOTHING INDUSTRY 
In the following section we are going to describe the makings of the South 
African clothing industry and its environment. We are going to start with its 
history and then move on to what the situation is like today. 

5.1 THE SOUTH AFRICAN CLOTHING INDUSTRY THEN AND NOW 

For more than half a century the South African clothing industry has been the 
largest of the African continent. During the 1960s the South African clothing 
industry almost doubled its size and developed to a size approaching the present 
one. This was followed by a period of slow growth, which coincided with an 
extension of import substitution measures. Traditionally the industry was largely 
based in Johannesburg with a secondary concentration in Cape Town. Due to 
new apartheid statues imposing limits on the use of African labor in urban areas, 
the industry contracted in Johannesburg and expanded in Cape Town and 
Durban. The reason for this was that there where considerable reserves of Indian 
and colored labor in these two cities. Cape Town soon became the industries 
main center. Since most of the country’s leading retailers had their headquarters 
in Cape Town, the industry there came to be orientated toward the large retail 
chains. Ownership of larger companies in all of the three centers where largely 
European. Particularly in Cape Town Jewish immigrants played a prominent 
role. (Gibbon, 2002) 

The main import substitution measure was a very complex system of protection 
using special tariffs. It is said that there by the 1980s where around 2000 separate 
clothing and textile tariff rates, many of them where introduced to give protection 
to individual firms. This system resulted in low levels of specialization. 
Competition was severely crippled and the levels of efficiency low by 
international standards. (Gibbon, 2002) 

By the time that the country’s first majority government assumed office the 
clothing industry’s total output was between 6.5 billion Rands and 8.2 billion 
Rands (US$1.8 – 2.3 billion). Real output begun to recover. At this time the 
sector was virtually a closed one. The export that existed where roughly in equal 
shares destined for UK and the US. (Gibbon, 2002) 

Now the fashion industry is changing. Retailers are getting bigger and have 
higher demands. The retailers want the producers to hold stock. The quickest 
producers with the lowest cost are those who win. Many retailers have 
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established their own brand. This gives them more power and the opportunity to 
produce their label any where in the world. They can quite easily move their 
production to where it is cheapest. The clothing industry has at the moment twice 
the capacity of the world demand, which means that price rules. There is always 
someone cheaper. There has been a major technical development on the technical 
side of the clothing industry.  All of a sudden China can make excellent suits at a 
very low cost. There is also a trend among the big fashion houses to reclaim their 
brands and stop outsourcing of their branded production.  (Buckingham, 2003) 

5.2 LABOR RELATIONS AND POLICY ENVIRONMENT 

South Africa has adopted a modern labor law policy and most labor is unionized. 
The Bill of Rights, Constitution and new democracy serves the interests of its 
people (Business plan report, 2002). In regard to the clothing sector the South 
African policy environment has comprised of three key areas that are of interest: 
policy on export incentives, trade policy and exchange rate policy  (Gibbon, 
2002): 

Trade policy: After South Africa became democratic the time of isolation ended. 
The country’s first trade policy initiative was to join the World Trade 
Organization (WTO). The government established a seven-year tariff, for clothes 
and textiles, phase-down period. During this period specific tariffs where to be 
eliminated and others reduced by 2002. The average tariff for textile fell from 50 
percent in 1993 to 24 percent in 2001. Two regulations allowed those importing 
yarns, fiber and textile to be used in producing clothing for export, to import 
them on a duty-free basis.  

Even prior to South Africa’s political transactions the country had bilateral trade 
agreements with some of its neighbors. In 2000 the SADC 11 (Southern African 
Development Community) Free Trade Agreement was engaged up on. According 
to this agreement South Africa is to phase-down its remaining intra-SADC tariffs 
over a five-year period. During the same period South Africa also became part of 
two new trade agreements AGOA (African Growth and Opportunity Act) and the 
EU-South Africa Free Trade Agreement (FTA). Both agreements offer duty-free 
as well as quota free access to the end market in question.   

Export incentives: Around the same time as the tariff phase-down was decided 
up on, the South African government introduced a somewhat modest export 
incentive program called the Duty Credit Certificate (DDC) scheme. This 
program was to coincide with the first part of the tariff phase-down period. The 
program has been renewed twice and is to remain in force until 2005 (Gibbon, 
2002). Mr. Maurer (2003) believes that the DCC will be extended another couple 
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of years after 2005, but perhaps at a lower remission than the current one. There 
are a number of performance level requirements that has to be met by the 
company to qualify it for the DCC. Among other things the company has to 
demonstrate that four percent of their wage budget is spent on training (Gibbon, 
2002). We believe that this results in a lot of snags and paper work, which Mr 
Maurer (2003) confirms. The beneficiaries of this scheme get a remission of 
import duty on 25 percent of the value of their proven exports of clothing. This 
comes in a form of a certificate that could be redeemed against textile or clothing 
imports. Only a certain amount of the DCCs are used by the companies for their 
own import. Many are instead sold at a 30 percent discount to South African 
retailers, who use them for their own import. Monatic got R 12.6 million in the 
form of DCCs and made R 7.2 million during last year selling DCCs. This was 
done for cash flow reasons and because they do not import enough to spend all 
their DCC. Monatic would like to be able to realize the full value of the DCCs 
through import and is currently working at getting the rules of the DCC changed 
so they can do so.  

Exchange rate policy: From 1994 onward the government has been removing 
foreign exchange controls. This has been accompanied by a strictly market-based 
exchange rate policy. This has resulted in a dramatic decline and a near collapse 
of the in the value of the ZAR. At the end of 2001 the South African Reserve 
Bank intervened to stabilize the currency. 

The exchange rate policy directly bears on clothing sector export 
competitiveness, on imported finished clothing and on imported input prices. The 
effect it has on these is counteracted by the changes in international supply and 
demand for clothing. As the ZAR tumbled in the end of 2001 the global demand 
for clothing also weakened in the context of the cyclical downturn that followed 
the 11 of September events (Gibbon, 2002). At the moment the situation is 
actually reverse with the strengthening of the ZAR since the end of 2002. The 
stronger ZAR tend to devour exporters margins and make it difficult to make a 
profit on exports. 
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Table 5-1: SA exchange rates  

Year US$1 = ZAR GBP£1 = ZAR Euro 1 = ZAR 

1994 3.62 5.51  

1995 3.67 5.86  

1996 4.34 6.67  

1997 4.50 7.36  

1998 5.37 8.78  

1999 6.10 9.76 6.34 

2000 6.94 10.41 6.67 

2001  8.05 11.29 6.94 

2001(December15) 12.42 18.06 11.26 

2002 (January 15) 11.53 16.73 10.35 

2002  10.49 15.51 9.9 

2003 (January15)   8.2 14.19 9.35 

2003 (February15) 8.34 13.47 8.98 

2003 (March15) 8.84 12.99 8.82 

(mid June, except where stated, Source: www.oanda.com , 2003) 

5.3 INFRASTRUCTURE 

A major challenge for the SA clothing industry is to expand the markets 
geographically and in particularly overseas. The most profitable market for South 
African clothing exporters is the higher value-added and more fashion-oriented 
market segment. Shorter product runs, more complex styles and more frequent 
style changes characterise this market segment. This segment is also demanding 
in terms of increased pressure on manufacturers to fill in orders quickly, 
efficiently and flexibly. This implies that e-business is essential to keep up with 
competitors in the fashion-oriented segments of the value-chain. The Internet 
plays a vital role in building pipeline linkages with lead firms in the US and EU 
(Modley, 2001) 
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To facilitate adaptation and survival in an ever-changing, export-oriented sector 
such as clothing, industrial upgrading needs organisational linkages to the buyers 
and suppliers in developed country markets (Gereffi, 2000). It is essential to the 
South African garments makers to develop close, tight linkages and fashion 
strategic alliances with lead firms that control value-added, more profitable 
design and marketing segments. E-business plays an instrumental role in 
establishing and keeping global linkages. Integration into a web communication 
system with major retail firms in the US and the EU is crucial for the long-term 
growth of the SA clothing-manufacturing sector. There is also potential for Asian 
producers using SA as an export platform for fulfilling their global supply 
commitments. Predictions say that SA clothing exports to the US will increase on 
the assumption that Asian manufacturers will move their manufacturing 
operations to SA in order to take advantage of AGOA (Modley, 2001). 

There is potential for SA manufacturers to play a critical middleman-
coordinating role by outsourcing export-orientated low-wage production to 
countries in Sub-Saharan Africa and possibly the Far East. The garments will 
then be re-exported to the EU and the US (Modley, 2001). Gereffi (2000) refers 
to this form of outsourcing as triangle manufacturing. Triangle manufacturing is 
logistically complex and requires a tightly integrated network of lead firms and 
overseas manufacturers. In this case a thick web of digital web-enabled 
communication links is crucial to ensure an efficient pipeline (Modley, 2001). 

Business to Business (B2B) is when one business sells products or offers services 
to another business. B2B software enables companies to manage business 
processes with key suppliers, partners, and customers via the Internet. The 
system makes it possible for new and existing information systems to 
communicate with each other in a common language and framework 
(http://www.iwaysoftware.com, 2003). It has been argued that B2B e-commerce 
is likely to spread globally and grow rapidly primarily because of its potential of 
controlling business costs that is associated with inventories, sales execution, 
procurement and distribution. Further on it connects to markets through greater 
geographical reach; it gives value creation, increasing productivity gains and 
systemic efficiencies in the value chain and also gives potential for advanced 
supply chain management and logistics (Modley, 2001). 

Much attention has been taken to selling directly to the customer so called 
Business to Customer e-commerce. This has not had a successful outcome in 
South Africa because only a little part of the population is hooked up to the 
internet and manufacturers does not want to concur with their retailers. B2B e-
commerce is more lucrative and many benefits can be found. The e-business has 
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developed the business from traditional internally focused logistics and Supply 
Chain Management models to new models of Internet Communication 
Technology models (ICT) that facilitates partnership. The ICT system makes it 
possible to share critical and timely data on the movements of goods as they flow 
from raw material to the end user. The net outcome is end-to-end supply chain 
optimisation based on open communication between networks of trading 
partners. (Modley, 2001) 

For exporters, pipeline efficiency is important with large volumes and important 
customer requirements. Berryman and Heck (2001) claim that companies that 
purchase highly specialised fashion garments value the possibility for 
customisation the traditional way between buyer and seller. However the Internet 
holds a great potential in strengthening these relationships (Modley, 2001). 

5.4 ECONOMICAL ENVIRONMENT 

South Africa is a middle-income developing country with well-developed 
financial, legal, communications, energy, and transport sectors, a stock exchange 
that ranks among the 20 largest in the world, and a modern infrastructure 
supporting an efficient distribution of goods to major urban centers throughout 
the region. South Africa is the most advanced economy on the African continent. 
The challenge is to translate this into levels of investment high enough to 
promote an economic growth large enough to reduce the country's substantial 
unemployment levels. Given its history of inequalities and its location as an 
African country whose fate is bound up with that of its neighbors, South Africa 
has a strong shared set of interests with the developing economies of the world. 
An open economy trading aggressively within the world economy, South Africa's 
concerns center on increasing access to the markets of the development world 
and being allowed to compete freely on equal terms. South Africa, like other 
developing economies, is highly susceptible to trends in the economies of its 
major trading partners (the US, UK, Europe and the Far East). Amongst 
emerging markets worldwide, South Africa is a leader and a competitive 
producer of not just raw commodity exports but also high value-added goods, 
such as motor vehicles. (http://www.gov.za, 2003) 

Decades of apartheid-era policies resulted in the inefficient use of human 
resources, under-investment in human capital, labor rigidities, large budgetary 
outlays for duplicative layers of government and facilities, extensive 
governmental interference in the economy, and a lack of foreign investment and 
imported goods resulting from international sanctions. South Africa faces 
daunting developmental problems resulting from apartheid-era policies. The 
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government's objectives today are growth, jobs, black economic empowerment, 
promotion of small, medium, and micro enterprises, and the extension of 
telecommunications, transportation, and other infrastructure links to under-served 
rural and urban areas. In the lead up to the 1994 elections, the South African 
economy started enjoying a period of recovery after more than four years of 
negative real GDP (Gross Domestic Product) growth from 1988-1992. The 
economy has posted real GDP growth rates of 2.5 percent in 1994, 3.1 percent in 
1995, 4.2 percent in 1996 and 2.5 percent in 1997. The 1998 growth rate 
however came in at 0.5 percent largely due to the financial turmoil which hit 
almost all emerging markets, much due to the Asian crisis. The GNP/capita in 
1998 was 3264 US dollar. It recovered again slightly in the fourth quarter of 
1998 and throughout 1999 and 2000. Exports and imports account for 44% of the 
GDP. South Africa's major trading partners include the United Kingdom, the US, 
Germany, and Japan. 

The government demonstrated its commitment to open markets, privatization, 
and a favorable investment climate with the release of its macroeconomic 
strategy, GEAR, in June 1996. This strategy includes expansion of infrastructure, 
restructuring of state assets, conservative fiscal and monetary targets and 
continued reduction of tariffs to promote greater competition and industrial 
revitalization. These efforts, together with South Africa's implementation of its 
World Trade Organization (WTO) obligations, show that South Africa is moving 
steadily towards free market principles. 
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Figure 5-1: Different industries share of GNP 

South Africa has for a long time been plagued with inflation that has been lying 
on levels around 15 percent. Inflation started in the early 70s. Inflation makes the 
cost go up and the wages increase, which makes it more costly to produce. Now 
much due to the strengthening of the economy and the Rand it has come down 
some to levels around 10 percent. In February of 2003 the inflation rate was 12.5 
percent, which is 1.2 percent lower than the rate in January of 2003 
(www.statssa.gov.za, 2003). The inflation is partly imported due to the high price 
of imported goods like for example machinery; it is the same with the price of 
oil. The famine in Zimbabwe is currently making food prices go up and this also 
affects the inflation negatively (Maurer, 2003). In South Africa there is a big 
tendency for consumers to shop on credit. This contributes to make them more 
insensitive to retailer’s price increases, which in turn makes the retailers reluctant 
to decrease prices when the currency swings in favor for import. In the long run 
this contributes to high inflation (Morning Live, 2003). 

5.5 POLITICAL ENVIRONMENT 

South Africa is a republic consisting of a central government and nine provincial 
governments. It has a bicameral parliament elected every five years, consisting of 
the National Assembly and the National Council of Provi nces under the 
executive leadership of the President who is elected by the National Assembly. 
The parliament is responsible for drafting the laws of the republic. The National 
Assembly also has specific control over bills relating to monetary matters. The 
current 400-member National Assembly was retained under the new constitution, 
although the constitution allows for a range of between 350 and 400 members. 
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The National Council of Provinces (NCOP) consists of 90 members, 10 from 
each of the nine provinces. It must approve legislation that involves shared 
national and provincial competencies as defined by an annex to the constitution. 
Thabo Mbeki, representing the African National Congress (ANC), was elected 
President of South Africa in June 1999. As a result of the June 1999 elections the 
African National Congress, which won 66.35 percent of the vote, now holds 266 
Assembly seats - one seat shy of a two-thirds majority and an increase of 14 from 
1994. (http://www.gov.za, 2003) 

5.6 SOCIAL ENVIRONMENT 

South Africa is a complex country when it comes to the population structure. The 
population does not only comprise of white and Black, but also of colored and 
Asians. These groups are in no way unified. This is a country with 11 official 
languages, you do the math. Eve n the white community is divided into 
Afrikaners and the more English. It also has two different languages, English and 
Afrikaans. Both of these languages are mandatory from first grade. Population 
structure primarily refers to the mix of ages and sexes wi thin a given population. 
A population’s age structure impacts on the environment through the differential 
needs of different age groups. Youthful populations are at the moment mostly 
found in developing countries. South Africa has a very youthful population, with 
33,9 percent of the population younger than 15 years, and 44,2 percent younger 
than 20. A population consisting of a large percentage of young people has to 
concentrate many resources on the education. This is done to develop the youth 
into productive members of society who can, in their turn, participate in 
economic activity in order to sustain their own children and the development of 
the country. Also a youthful population has the potential for rapid growth since 
the young people still will get their own families and add to the overall 
population size. In situations where large developing populations have to provide 
for large numbers of children, pressure on society may increase. 
(http://population.pwv.gov.za/state.htm, 2003) 

The impact of AIDS deaths increases the people of South Africa’s socio-
economic vulnerability, since it will force an increasing number of people to 
survive below the poverty line. The impact of AIDS deaths on population growth 
and size is an issue that sheds much uncertainty on the estimates of population 
size. The fact that the majority of AIDS deaths in South Africa are of people in 
their economically active years may hold severe consequences in the longer term. 
This can for example lead to even more unproductive exploitation of natural 
resources than is currently the case. Also, with fewer skilled adults available in 
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the work force, economic prosperity will decline. This will leave less human 
made capital available for technological development. 

(http://population.pwv.gov.za/state.htm, 2003) 

Population composition can be analyzed in relation to a variety of secondary 
socio-economic characteristics, such as educational levels, types of employment, 
income levels, etc. These are the characteristics that determine lifestyles and 
consumption patterns. South Africa’s situation is complicated by enormous 
disparities in wealth and standards of living. The living conditions vary widely 
from luxurious villas with pools to large areas covers with sheds and huts that do 
not have electricity or water. The heritage of influx control in South Africa 
during the apartheid era is still felt in relation to squatter settlements and 
underdeveloped African townships. Unplanned land use, poor urban management 
systems, uncontrolled urban sprawl and pollution due to unserviced urban 
settlements all affect the environment adversely and mitigate against sustainable 
development. (http://population.pwv.gov.za/state.htm, 2003) 

The majority of the population is still poor, while a minority is extremely 
affluent. An example of this is that the top 10 percent of households account for 
over 35 percent of all household expenditure. In South Africa, poverty has led to 
greater dependence on natural resources in the immediate vicinity to meet 
subsistence needs, such as collection of wood from communal lands for fuel and 
collection of shellfish from rocky shores for food. 
(http://population.pwv.gov.za/state.htm, 2003) 

In the labor market unemployment is sitting at 29.5 percent. The continued 
radicalized nature of joblessness (se table 5.2) is also a structural issue that has 
yet to be dealt with, no doubt exacerbated by the skills profile in the economy. 
Ironically, labor productivity is soaring, but this seems to be mainly driven by the 
shedding of workers and mechanization rather than increasing the output of 
workers through skills development.  
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Table 5-2: Unemployment rate 

African 42.5% 

Colored 20.9% 

Indian 12.2% 

White 4.6% 

Unspecified 24.1%  

Source: Statistics South Africa, Census 1996 

It is also apparent that there are large differences when it comes to education and 
race (see table 5-3). This is not surprising keeping in mind that apartheid is only 
nine years in the shedding.    

Table 5-3: Population aged 20 + with no schooling 

African 23.2% 

Colored 9.6% 

Indian 6% 

White 1% 

Source: Statistics South Africa, Census 1996 

It is not hard to imagine that the attitudes and values differ widely between black 
and white. They probably differ within the groups as well. We will not elaborate 
further on what these differences might be. It is very apparent that there is a huge 
financial gap between most of the white and black population. With this gap 
comes a lot of problem. To make a country work where you have so many have-
nots cannot be easy. The crime rates in the cities are appalling. 
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6 DESCRIPTION OF THE HOUSE OF MONATIC 
This chapter contains a presentation of the company including a description of 
its current market, customers, organization and production. Much of the 
information is derived from interviews with Monatic employees. The position of 
those interviewed can be found in the references. 

The House of Monatic was established in 1906 by Lithuanian immigrants and is 
a manufacturer of top quality men’s suits, jackets, trousers and shirts. The 
quality, styling and service has led the company into market dominance in the 
South African men’s wear industry. The company is also exporting to the United 
Kingdom, USA, Republic of Ireland and Sub Saharan Africa. House of Monatic 
employs over 1 000 people. The House of Monatic is a 100 percent owned 
subsidiary of Brimstones Investment Corporation. Brimstone is a black 
controlled and managed Investment Company incorporated and domiciled in 
South Africa. (Business plan report, 2002) 

 

 

Figure 6-1: The Head Office of House of Monatic in Cape Town 

6.1 BUSINESS GOALS 

The business objectives in the Business plan report describe the business ideals, 
goals and visions of Monatic. Among the company’s objectives are also to be an 
international importer and exporter. It is important for Monatic to have foreign 
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export contracts to enable buying and selling in dollars and euros. Another goal 
is to always be profitable (Buckingham, 2003).  

The House of Monatic’s explicit business objectives stated in the Business Plan 
report of 2002 are: 

• To build up the international competitiveness and by doing so increase the 
export sales and foreign earnings potential 

• To grow the production capacity organically by improving the efficiencies 
and by utilizing all personnel to their maximum potential 

• To streamline and focus local sales intelligently 

6.2 RELATIONSHIP TO BRIMSTONE 

The House of Monatic is a 100 percent owned subsidiary of Brimstone 
Investment Corporation. Brimstone bought Monatic in 1998. Monatic is the only 
company of Brimstone’s investments in which Brimstone has a controlling 
interest. Brimstone bought Monatic for cash. The previous owners got a good 
deal since Monatic had a record of excellent sustained profitability. These profits 
were largely due to the weak Rand, which resulted in increased margins on 
export. After the purchase Monatic repaid Brimstone a large part of their loan 
account. This was funded by borrowings from the bank. By doing this Brimstone 
insures that Monatic focuses on its working capital management. (Maurer, 2003)  

When it comes to investments there is sometimes a chance of getting funding 
from a government agency such as the Industrial Development Cooperation. In 
the cases where Monatic does not have enough security for a major investment, 
Brimstone can assist in arranging additional facilities from the bank. By itself 
Monatic is only able to work with the assets of the company. This means that 
they can only borrow money against the invoicing and stock. At the moment 
there is a rather large stock of finished goods worth around R20 million, so it is 
apparent that Monatic does have some maneuvering space. It should be pointed 
out that Brimstone needs to approve all major policy and investment decisions. 
An example of this is that the investment in a sales office in the US. Before 
approving any investment Brimstone require a feasibility study and payback 
estimate. The decision is often based on cash-flow considerations. The bank 
interest is funded from the operating profit of the company. Good current asset 
management is critical to cash flow generation. This is Monatic’s goal (Maurer, 
2003): 
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Figure 6-2: Decision path with the holding company 

Monatic’s profits and losses are balanced in the Brimstone Clothing Cooperation 
account, which is part of Brimstone Investment Cooperation. Since Monatic has 
been profitable for a rather long time this means that Brimstone does not give 
money to Monatic, it takes (Maurer, 2003). Brimstone has approved a capital 
expenditure plan for Monatic for R 3 million for the replacement and upgrading 
of strategic plant and equipment (Buckingham, 2003).  

At the beginning the relationship with Brimstone was a bit strained due to 
differences of opinion. Brimstone was also looking to sell Monatic and was not 
very interested in the company itself besides as a business investment, which did 
not do much for the relationship (Buckingham, 2003). Now the relationship has 
improved partly because of better profits, increased confidence in and a better 
understanding of each other. Monatic has had five owners during the last 25 
years so we assume that the people working there are used to the uncertainties 
that can arise with a new owner. As in most holding company-subsidiary 
relationships, these improve when the profit is good. The relationship with the 
holding company is based on guidance, directions, suggestions and approval 
(Maurer, 2003).  

Financing through 
Governmental Agency 

Working directors 
make suggestions 

Working directors 
present the Business 
plan 

Discussion at 
Brimstone 

Too risky! L Good idea, go for it! 
☺ 

Financing through 
Bank 
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There is only a limited input from the holding company as they are not really 
involved in the day-to-day business. This is natural since Monatic has much 
experience and expertise in the clothing industry. (Maurer, 2003) 

Brimstone is a black empowerment company, which can be seen as a possible 
advantage. Among Brimstone’s corporate mission is to contribute to sustained 
empowerment presence in South Africa’s economy and making a broader social 
impact through their economic activities (Annual Report Brimstone, 2001). The 
holding company wants to enhance the value of brands, increase marketing 
activities and get good publicity for social projects. For example all the 
employees at Monatic got a minimum of 400 shares each in Brimstone 
Investment Corporation when Monatic was bought. This was done by Brimstone 
in an effort to uplift the previous disadvantaged, which is what black 
empowerment is all about. That its holding company is black is an advantage to 
Monatic in a marketing and promotional sense. Through Brimstones political 
associations Monatic comes into contact with many influential black people and 
members of government They dress many of the top politicians, which expose 
the company to a bigger circle of customers. The managing director of Monatic, 
Mr. Buckingham (2003), sees no downsides to being owned by a black 
empowerment company. He states that in the new democracy this is an 
advantage.  

6.3 ORGANIZATION 

The Managing Director of the House of Monatic is Mr Buckingham. He has been 
working at Monatic for 18 years. Before he came to Monatic he worked for five 
years in banking and 14 years at Seardel, which is the biggest clothing group in 
South Africa and one of Monatic’s main competitors. At Seardel he was 
Managing Director of a ladies garment manufacturer. He started at Monatic as a 
purchasing manager then he became commercial director that led to his current 
position as a managing director of Monatic. He was born in the UK this gives 
him strong ties to that market for which he also manages the export. The 
Managing Director always has the responsibility for the final decisions of the 
company and sees it as his task to motivate, promote and support his staff 
(Buckingham, 2003).   

Monatic also seems to have experienced people in most of the managerial 
positions. Many of them have been with the company between 15 and 25 years 
and are very experienced. Monatic has a rather flat structure. Every division has a 
manager, supervisor and a clerk who manage the daily activities. The factory is 
organized with four floor managers and under them there are two line managers 
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who have 18 supervisors that manage 20-30 workers each. The managers report 
to the management and also spread information to the workers. In appendix 2 
there is an organizational chart of the company. (Buckingham, 2003)   

Companies in South Africa are by law forced to pay one percent of their wage 
and salary payroll in the form of tax that is called “ skills development levy”. If 
the company trains its work force, the company can get a certain amount back as 
a grant The company also has to have a yearly skills development plan that states 
what training is to take place. At Monatic the management and representatives of 
the workforce jointly approve this plan.  The over all education level of the 
factory workers at Monatic is low, few having finished their matric. The 
experience level is however high. A large part of the workforce has been in the 
industry for many years and Monatic is considered to be the most popular 
company in the industry to work for.  

Monatic provides its workforce with the opportunity to do various training 
programs. There is an in-house training school for the sewing machinists with a 
full time training instructor. The schooling is organized in two forms. Either on 
the job training or the worker is taught in the training room. Persons, who are 
perceived to have potential, can get special training in skills that are needed at the 
company. Before a person retires he usually spend one or one and a half years 
teaching the new person his or her job. In this way skills do not disappear from 
the company and the competence remains at the same level. There is also 
continuous training of the personnel in basic communication and business skills. 
Many of the employees come from rather difficult backgrounds and are often 
lacking in these areas. In the business course they are taught the basic things 
about how a company works and how the conduct of its personnel affects the 
company. There is also a life skills program where among other things one is 
taught how to handle a bank account.      

A problem is that there is a lack of workers that have high-level skills of pattern 
making, clothing design and technical knowledge. There are no good educations 
for such things in South Africa, much due to apartheid and the isolation that 
followed the country has been left behind in these areas. It is very expensive for 
the company to send people abroad to learn these skills and there is no guarantee 
that they will stay with Monatic after doing so. There also are no gilds where one 
could learn by being an apprentice. On the up hand side the company interacts 
with its machinery and textile suppliers and get influences that way 
(Buckingham, 2003). 
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When it comes to internationalization, language skills cannot be seen as a 
problem. For Monatic language seems to be more of an advantage since they are 
English speaking and so are the customers in the US and UK. They also have 
extra resources in the upper management when it comes to languages since Mr. 
Agnello comes from Italy and Mr. Maurer from Germany.     

6.4 PRODUCT 

As stated earlier Monatic makes high quality men’s wear and specialises in 
tailored suits. They have their own brands and labels but also make in accordance 
with customer specifications. Many retailers have their own brand names which 
they want Monatic to use when manufacturing the clothes. Monatic complies 
with this provided the ordered volume justifies it. This practice in the end results 
in the erosion of Monatic’s own house brands. At this time Monatic 
manufactures about 20 house brands and is currently trying to minimise this 
service to only apply for the volume customers. The export to the US and the UK 
market is almost exclusively made up of house brands. On the African continent 
Monatic sell their own brands but many local chain stores have a house brand.  
Monatic is working on enhancing their own brands.  

Monatic has three main brands, which are Viyella, Carducci and C². The rest of 
the names used are just considered to be labels. The Viyella brand is British for 
which a royalty is paid to license-holder in the UK. It stands for a more refined, 
conservative and classical look and is aimed at the 40+ customers. Here more 
expensive fabrics are used which result in a higher price. Monatic is also looking 
at a Viyella Blue range, which targets the real top end customers with extra 
workmanship in garments made in the most exclusive fabrics. This is done to 
gain access to the top shops.  Carducci is more flamboyant and is also marketed 
as an Italian brand. The brand targets the age group around 35. The two brands 
uses much the same the material and styling is where the biggest difference lies.  
C², which is a rejuvenation of Carducci for the younger man, is completely 
different in style, design and fabric. It has a lower price and is more fashionable 
than the other two, aiming at a younger group around the age of 25 that later on 
is meant to move on to the Carducci brand. (Gooding, 2003)   

To strengthen the brands Monatic tries to keep a high level of style and quality. 
Monatic is currently looking for additional suitable producers of related products 
such as sunglasses or shoes to which brand name is franchised for a five percent 
royalty. Monatic tries to have a certain amount of control of these products to 
make sure they also keep high levels of style and quality. Last year Monatic 
spent R1.3 millions, which is 1.3 percent of branded sales, on marketing and 
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advertising of their brands in South Africa. The activities consisted of sponsoring 
of sports, advertising in magazines, fashion shows, advertisement on billboards 
and posters in shops. Monatic wants to get the costs of marketing activities down 
and the costs for advertisement in magazines are thought to be too high for the 
size of the segment of potential customers. There have been some efforts of 
strategic co-branding but so far these have not been very successful. Monatic is 
currently opening three stores within stores in Johannesburg in an effort to 
maintain the brands. Since the brands are closely connected to formal wear the 
branded sales tend to decrease when the demand for formal wear decreases. 
Monatic is trying their best to position their brands in waiting for the economy 
and demand to turn. With the globalisation trend it is becoming ever more 
difficult to position a brand. To be a strong brand it now has to be a global brand 
(Gooding, 2003). 

The last brand awareness measurement investigation was conducted in 1999 due 
to a reduction of branded sales. The market strategy that was developed after this 
investigation was not implemented since it was considered too costly. 
Investigations like this are not conducted on a regular basis. There has been a 
change in the market and there is a need for a new survey. (Gooding, 2003) 

Monatic also offers a line of casual wear, some of which, for example jeans is 
outsourced to companies specialising in the making of this type of garment. Mr. 
Agnello (2003) points out that Monatic is in the fashion business and therefore 
they must have a diversified product base. The diversified product base however 
makes the company less productive. It is clear that it will take longer time to 
make suits of different fabrics and different styles, than it would take to make the 
same kind of suit in the same kind of fabric all the time. Mr Maurer (2003) states 
that the money is first and foremost made on the “bread an butter stuff” such as 
navy blue, pin stripe and charcoal suits. He also states that Monatic is firstly a 
manufacturer and secondly a brand distributor. 

6.5 PRODUCTION 

The House of Monatic has a design department with full design capabilities. The 
design team handles new pattern development, grading and marker making and 
use the internationally compliant Investronica System for the computerized 
design drawings. To keep pace with international trends, the technicians attend 
international machinery fairs and visit related factories in Europe. House of 
Monatic has a reputation of service, quality and on-time delivery (Business plan 
report, 2002). There is a constant upgrading of plant and machinery. Some of the 
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plant and machinery is relatively old and fully depreciated but it is well 
maintained (Coronation FRM, 2001).  

The cutting room has been unable to meet the requirements of the larger mix of 
customers who individually have different patterns, trimmings and applications. 
To overcome this problem of inefficiency and regular overtime the company has 
decided to reorganize the cutting room, re-equip and retrain the personnel. 
Investments and the help of international consultants have improved the jacket 
and jacket pressing divisions. Some further investment is however still 
considered necessary. The production system at Monatic was originally set up to 
handle the open market, not big bulk customers. The main strength was the 
ability to run small quantities. Now however Monatic’s market has changed with 
half the production being exported. Big bulk export orders become bottlenecks in 
the production and there is a need for better planning where the planning for the 
branded production will be done separately since it is made with a bigger variety 
of fabric and threads. There are plans concerning the outsourcing of the 
production for the South African market from China where bulk production is 
much cheaper. (Gooding, 2003) 

When it comes to use of production capacity the jackets are at 120 percent. In 
this area the company actually has to turn down business due to lack of 
production capacity. On the other hand the trousers floor operates at 70 percent 
of their capacity. They could produce 1700 pants per day but is currently only 
producing 1200. The company is trying to relocate recourses from the trousers 
section to the jacket section but this can only be taken so far. Only two years ago 
Monatic invested R2.5 million in a new trouser line to be able to make pants 
cheaper. However due to the current Rand strength trouser exports cannot be 
done profitably, raw material costs making up 80 percent of the selling price. To 
counteract the imbalance Monatic is trying to sell more suits i.e. jacket plus 
trouser. (Maurer, 2003)  

The shirt division worked below its maximum capacity during 2002.  The strong 
Rand has resulted in large imports of ready-mades. No investments have been 
made in the shirt division during the last ten years. A new strategy for 2003 must 
be determined (Business plan report, 2002). At the moment the company is 
swaying between the options of closing down the shirt production or finding a 
bulk customer that can make it profitable. There has been some contact with 
Levis on this matter (Maurer, 2003). 
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6.5.1 COMPUTERIZED PRODUCTI ON 

Production is an area of the clothing industry that has been revo lutionized by 
technologies such as Computer Aided Design (CAD) and Computer Aided 
Manufacturing (CAM). These systems are software and web based technologies 
that allow 3D virtual problem design, fabric formation methods, electronic 
creation and communications of precise colours of garments between designers, 
manufacturers and retailers (Bose et al, 2002). 

Monatic uses a system called Investronica.  It consists of different modules and 
new modules can be added on as the need arises. In the production this system is 
made up of a cut plan that optimises the use of the fabric through an optimal 
layout of the patterns. This system has a human override to enforce restriction 
outside the program. The system also takes the sizes of garments into 
consideration. Another purpose of the system is to store patterns and the most 
optimal use of them (Campbell, 2003). Phase one of a new CAM module of 
Investronica will be installed during the Easter holidays in April 2003. This 
phase consists of software and hardware for the automatic spreading of the 
fabric. This is currently done by hand. The hardware consists of 3 Setec 
spreading machines together with laying-up tables all manufactured in Germany. 
This is the first step towards computerised automated cutting. The CAM will be 
further developed over a three-year period (Maurer, 2003). The Investronica 
system is manufactured and sold by a Spanish company with the same name as 
the system (Campbell, 2003).  

The CAM used at present is in the trousers line. It consists of a system of bars 
located in the ceiling that automatically transports garments from one station to 
another. This semi automatic conveyer system (ISELI) was developed in 
Switzerland and installed in January of 2001. (Maurer, 2003)  

The development of the CAM system is considered the way to go to gain 
completive advantages. This would eventually result in a much more automated 
production. The first step would be the automated cutter. However a machine 
like that would mean a huge investment. To have a reasonable payback time 
Monatic would have to increase its production and thereby the use of the 
machine. This would mean   shift-work, which in this industry is not that easy, as 
most workers are female workers who live relatively far from the factory. It is 
hard to guarantee the safety of the staff leaving a nightshift. Many of the 
employees at Monatic live in neighbourhoods where it is not safe to travel at 
night. Also there are not many ways to get home at night if you do not have a car, 
which is the case with most employees. To be able to successfully implement 
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shift work in the factory Monatic would have to come up with solutions to these 
problems. (Campbell, 2003)  

6.6 THE DISTRIBUTION PROCESS 

The open ranges originate in the merchandising department. Merchandisers go 
overseas at least twice a year to different fashion shows and fabric fairs to get 
new ideas. After sampling they put together a range of fabrics and patterns for 
each brand, which is then costed. This culminates in a pricelist, which together 
with stylebooks and swatch cards is presented to the sales agents at the range 
launch, which takes place twice a year at the factory. The brands and geographic 
territories are split up amongst the agents who work purely on commission at 
rates ranging from 2,5 to 7,5 percent depending on prices achieved, travel 
involved and facilities used. (Maurer, 2003) Aldo Agnello the resident Sales 
Director and Stock Executive  handles the Western Cape, Namibia, Kenya and 
other of Africa that are considered to be to small for an independent agent 
(Agnello, 2003). There are different agents for different markets and brands. The 
agent’s visits their customers equipped with sample garments, swatches (fabric 
cuttings), pricelists and stylebooks. The stylebooks contain all the technical 
details about the garments, like stitches per centimetre and measurements in 
diagrammatic form. Monatic tries to sell different brands to retailers in close 
proximity to avoid price-cutting when competing for the same customer. 
(Maurer, 2003)  

The lag between the placing of forward orders and delivery thereof is usually 
around six months. The buyer starts placing orders for fabric when the order 
inflow looks to be sufficient for the minimums to be reached. If a type of fabric 
has received to few orders, it will not be used in production and agents are asked 
to substitute a similar fabric or cancel the order. Monatic is currently putting 
together an information system that will allow the agents to see each others 
orders and so guide customers into ordering the fabrics that will be bought and 
steer them away from the less popular fabrics which can then be withdrawn from 
the range. (Maurer, 2003)  

The garments are manufactured and sent to the warehouse. Sorting slips are 
generated for each order to enable warehouse staff to collate the entire order. 
When the order is complete the sorting slips are sent to the credit department. 
They in their turn will check the current credit worthiness of the client. If 
everything is in okay the order will be authorized. Monatic uses various types of 
transport to different clients. If the volume is sufficient a mini container will be 
sent by train or truck. Otherwise the clothes will be boxed. Monatic uses 
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transporters that specialise in various destinations. Monatic adds one percent for 
insurance and charges for deliveries within South Africa therefore being 
responsible for the delivery and any in-transit losses. Deliveries to chain stores in 
South Africa are generally done to the central warehouse of the store with its 
own trucks. Exports to the USA generally go by sea container and are done on a 
FOB basis while deliveries to the surrounding countries go overland. Deliveries 
to Marchpole in England go by air from the factory in Cape Town to the 
warehouse in the UK. (Maurer, 2003)   

Monatic has several depots in South Africa, which offer a stock service enabling 
retailers to buy additional garments to supplement their needs. This also enables 
Monatic to convert its excess fabric into garments and to sell these profitably as 
it is obviously impossible to order the exact amount of fabric for what is 
required. The depots also serve as a show window for the company and are 
vehicles for disposing of excess stock. (Maurer, 2003) 

Monatic is very thorough in their handling of stock. A close eye is always kept 
on the stock and everything is done to avoid having to discount or be stuck with 
outdated garments. Instead Monatic has its depots and factory shops. This may 
very well be the reason that Monatic is more profitable than its competitors on 
the South African market. (Maurer, 2003) 

6.6.1  PAYMENT 

Monatic gives their local customers quite generous credit terms, generally 90 – 
120 – 150 days for the independent stores. This means that the client pays 1/3 of 
what they owe 90 days after delivery, 1/3 30 days later and the final third 30 days 
after this. That makes the average credit time 120 days. The reason for these 
terms are that Monatic can deliver larger orders at one time without putting the 
retailer in a cash-flow crisis and because most retailers are not able to finance a 
large stockholding from their own resources. In this way Monatic does not have 
the cost of additional stocks but they do suffer the consequences of having to 
wait a long time to get payment for their merchandise. The company does offer 
their clients an alternative payment plan, which means that if payment is fulfilled 
in 30 days the buyer gets a five percent discount. The extended credit terms are 
not unique for Monatic; many of the company’s competitors offer similar terms. 
Consequently most of Monatic’s capital is tied up in stock and debtors. 
Monatic’s American and British clients do not get such terms but their prices are 
much lower.   
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Monatic uses two different kinds of payment when it comes to foreign customers 
(Maurer, 2003): 

• A letter of credit means that the buyer establishes a commercial credit 
through his bank and specifies the conditions under which payment may be 
made to Monatic. To receive payment Monatic presents the paying bank 
with the necessary documents covering the shipment. If the documents are 
in order and time Monatic receives payment in full. All documents have to 
be couriered and the letter of credit has the disadvantage that it eats in to the 
customer’s facilities. (Maurer, 2003) 

• Open account is a risky way of payment because there is no security 
involved. This is only used when Monatic knows the customer well and 
trusts them. Monatic generally obtains Credit Guarantee Insurance in these 
cases if available but even then has to carry a fair amount of risk itself. 

6.7 IT COMMUNICATIONS 

South Africa has a fairly sophisticated level of IT communications compared to 
for example Australia. South Africa is behind Europe and the US when it comes 
to ADSL. This is just coming in to South Africa and is at the moment being tried 
out on a limited basis in Johannesburg. ISDN is commonly used as are X25 and 
X28. As with most of the developed countries South Africa has experienced a 
fairly steep development in computer literacy. When it comes to the percentage 
of households that have computers this is rather low due the country’s historical 
situation (see Appendix 1). This contributes to the difference in computer literacy 
between the different segments of the population.  

Monatic uses a network service called Diginet which provides a dedicated 64 K-
bit digital link to their Internet service provider who in turn links the line to a the 
national core network called SAIX-net. There are no immediate plans for 
improving the intranet at Monatic. There is a prevailing attitude of  “don’t fix it if 
it isn’t broken”. The company is satisfied with it the way it is. It is currently 
running on 100 K-bit Ethernet. (Campell, 2003) 

At Monatic different electronic management systems are used for a variety of 
purposes. As an example a PC system controlling the samples and costing can be 
mentioned. The system interfaces with the price system, which is available for 
the agents. Here the agents can put in reservations and orders. There are plans for 
a system that will allow agents to track each other’s reservations and orders. 
Down the line Monatic may have to look at packaged factory control systems to 
integrate all the order and factory documentation systems. (Campbell, 2003) 
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Monatic’s customers JC Penney, JCrew and Woolworths have tracking systems 
in which it is possible to go in and see how merchandise is selling and to check 
the quality control. Monatic does not have an external product-tracking program 
but believe that such a system will eventually be demanded by the more  
progressive customers. To create such a system would probably involve an 
additional module to the Investronica system, since it is not considered 
financially viable to develop a customized in-house system. Monatic has the 
potential to use such a system because garments are already bar-coded so they 
can be tracked through  production. This is currently used for stock control 
purposes but could obviously be integrated into a future business system. There 
are some computer security considerations to be taken into account when 
opening the system to Monatic’s clients. Right now the computer systems are 
very well protected since there is only one gateway in and a lot of firewalls for 
protection. This would change if Monatic give their clients access to a tracking 
system. There is however no interest in an e-business portal solution. The 
prevailing opinion seems to be that an e-business portal system could only be 
used to get in small orders and Monatic wants larger volumes than that. 
(Campbell, 2003) 

Web based showrooms makes it possible for clothing firms merchandisers to put 
their prototype products on the web for retailers to access. This gives 
merchandisers a better understanding of which products are likely to sell at the 
prototype stage. As it is modified to suit retailers’ tastes the technology will 
improve the sell through the entire line (Bose et al 2002). Monatic does not seem 
to think that web based show rooms is a very attractive solution even though they 
have the patterns in digital form. They think that greater success in the 
relationship with their customers will be found through their agents and personal 
contact. The customers want to see and fell the material and test garments for 
themselves. Also a lot of what they export is made according to the customer’s 
specification. The local market is not considered sufficiently developed to make 
a web based showroom pay off. Monatic has thought about having excess stock 
on a web page so retailers can order directly from there if they are running low 
on something. But the market is still considered to small for having their range 
on the web. They have decided to continue to invest as little as possible in this 
since the orders that would emanate from this source are thought to be small and 
limited. It is however not ruled out as an option in the future (Maurer, 2003). 

6.8 SUPPLIERS 

The South African textile industry is focussed on the spinning and weaving of 
cotton, polyester and viscose goods and has a specialist worsted industry. The 
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textile industry is protected by import duties between 19-24 percent with some 
items not locally available being fully rebated. Monatic forms strong strategic 
relationships with its suppliers to ensure good service, quality and negotiable 
prices. This is also done to offset the pricing strategy of import parity pricing 
adopted by the local mills. Monatic also sources from various mills in the EU, 
India and the Far East. While most of the shirts are made of imported fabrics 
only 50% of the local suiting fabrics are imported. 

Monatic buys from the mills’ own ranges but also does a lot of development of 
fabrics with these mills to meet price points and to differentiate from those used 
by other manufacturers. Right now Monatic is also looking at China as a new 
source of fabric and finished garments. (Gooding, 2003)  

South African worsted mills are vertically integrated which is a bit old fashioned 
compared to European mills in that they create yarn from wool fleece into fabric, 
which takes about 12 weeks. In Europe most weavers buy ready spun dyed yarn 
and their delivery lead-time is about 4 weeks. Local mills are unable to do this 
because of the high cost of recapitalisation. South African wool is generally of 
high quality, which is important for local exporters to the USA and Europe as 
duty-free or preferential access to these markets is dependant on fabric and fibres 
being of South African origin under AGOA and EU trade agreements. 
(Buckingham, 2003)  
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7 DESCRIPTION OF MARKETS 
Here we are going to describe Monatic’s different markets. By making extensive 
interviews with managers at Monatic and survey interviews with customers we 
have tried to map the characteristics of each market. Secondary data has also 
been used to complement the data from the interviews.  We are going to divide 
the markets investigated into South Africa, the Sub Sahara, the UK and Ireland 
and the US.   

7.1 GOING INTERNATIONAL 

During the previous years the House of Monatic has had a strong dominant 
position in an inward focused economy. The company has had little resistance to 
price increases. In 1985 the company had 4000 employees. Back then they 
manufactured exclusively for the South African and UK market. Africans wore 
suits for work, which was the norm but this has changed. The suit was the major 
status symbol, but now it has be set aside to make way for cell phones and all the 
other things that come with middle class urbanization (Maurer, 2003). Now 
Monatic has around a 1000 employees and they export half of their production. 
Mr. Buckingham (2003) presents this as an evidence of the shrinkage of the 
South African market. Of course the production has got more effective over time 
but not that more effective to explain these numbers. 

The political change made South Africa a part of the global market, which in turn 
made Monatic’s sales there go down. When more imported goods came into the 
market the competition increased. The political change had no immediate affects 
on the export. Monatic had already been exporting to the UK for some time. 
They had an agreement with Marchpole to be their exclusive manufacturer on the 
UK market. This agreement does no longer apply and with the loss of it the 
export to the UK has gone down. Growth is declining and there is a trend in the 
UK to switch to casual wear. Monatic has gradually increased their export to the 
Sub Sahara market and the US market first came into question with AGOA. The 
only market that is considered to be attractive at the moment is the US market 
(Maurer, 2003). The share of Monatic’s export to their different markets is 
showed in figure 7-1.  



76 

                  

Share of Monatic's export at year end 
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Figure 7-1: Diagram of countries share of Monatic’s export 

 Total value R 81,368 millions ~ 81,3 sek , Source: House of Monatic 

Customers from overseas that have never visited South Africa usually have a 
somewhat schizophrenic vision about the country. To rectify this vision Monatic 
invites the customers to South Africa so that they can get firsthand information 
and make up their own mind about the country. Usually the customers get a very 
positive view of South Africa when they come for a visit (Gooding, 2003). In the 
local market “made in South Africa” is not put on the garments. It is considered 
to be more exotic if the clothes come from Europe. In the US market the clothes 
have to be labelled with the country of origin. Here Monatic want their clothes to 
be associated with the House of Monatic and its old heritage and not necessarily 
with South Africa (Gooding, 2003).  

7.1.1        PROFITABILITY 

The profitability of key players in the clothing sector has been flat or declining, 
so has Monatic’s. It is interesting to notice that even though the formal product, 
branded and export only account for 65 percent of volume it constitute 95 percent 
of the net margin. Brand margins are the most attractive margins (PYXIS Capital 
Management, 2000). To increase profitability Monatic does not firstly aim at 
getting a larger market share, but instead to attract better customers who will buy 
the merchandise that Monatic will profit the most from. This is mainly suits and 
garments of Monatic’s own brands (Walton, 2003).  

To improve the profit, Monatic also has to improve the quality to be an excellent 
producer and keep their good name. They do not have the resources, nor the 
wish, to make handmade garments but intend to improve in other ways. They use 
an Italian expert, who has extensive experience in the field, to improve their 
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production. When needed other consultants are also used (Walton, 2003). 
According to Mr. Walton (2003) the efficiency in production could be increased 
if better planning was used so that larger batches were made at the same time 
instead of changing in between different batches.  

To make a good profit on exports are difficult at the moment because of the 
recent strengthening of the Rand. The Rand has before this, February 2003, been 
weak for 18 months. This means that the deals that were struck then with 
suppliers in Rand end up costing more and the deals with customers over seas 
that were struck in euro and dollars gives less margins. This results in the export 
steadily becoming less profitable. Returns need to be doubled in figures due to 
this and inflation. Right now costs are rising faster than profitability. To be more 
competitive Monatic must concentrate on service and to be innovative. The small 
margins must be accepted until things get better. To reduce cost unnecessary 
styling that slow down production needs to be cut out. Monatic is not replacing 
retiring personnel and is trying to streamline the company. A reorganization in 
production is also due, Mr. Buckingham is planning to increase the jacket 
capacity with 30 %. This is going to be done by taking space and capacity from 
the trouser production. (Buckingham, 2003)  

7.1.2 MARKET POSITIONING 

Monatic positions their products in the upper-middle quality point. They will 
potentially focus on 100 percent new wool and other fabrics in which South 
Africa has a competitive advantage. With the AGOA the material must be either 
South African or US this limits Monatic’s choices of material sourcing (PYXIS 
Capital Management 2000). As mentioned before, to optimise their recourses and 
to stabilize production suits are the most desirable garments to produce (Walton, 
2003). Monatic is trying to do their part in the positioning of South Africa as a 
suit exporting country to which retailers turn to buy suits. The company also 
fights to stay among the top tailored suit makers (Buckingham, 2003). To 
establish this position in the US has not gone that well since the customers there 
buy on account of t he low price (Maurer, 2003).  

Monatic does have a good reputation for quality among its customers on the US 
market but the main reason for customers to place business with them are still 
because their garments are well priced. Monatic fear that these customers would 
move production to a cheaper source if such source where found. US 
manufacturers, importers and wholesalers are already establishing relationships 
with Chinese factories to secure production when the now existing quota is 
removed. (Brimstone Clothing Corporation 2002) 
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Monatic has several times tried to make causal wear but failed to successfully 
enter that market segment. They do not have enough experience, their customers 
are not prone to it and it is also very expensive to make causal wear. The 
competition on the casual wear side is very fierce and is made up of specialists 
on this area that already have established brands. Since their latest attempt seems 
to have failed Monatic now want to concentrate on classic ready to wear 
garments. (Buckingham, 2003)  

The Carducci brand must be renewed; the young people do not want to wear the 
same styling as the older generation. That is why the new sub brand C² has been 
formed to meet this demand. To market this new label, Monatic dresses football 
teams, musicians, TV-personalities, radio personalities and DJs. (Buckingham, 
2003) 

7.1.3 MONATIC’S GENERAL CUSTOMER STRATEGIES  

Monatic’s export customers value service, flexibility and ease of communication. 
Large retailers try to leverage the fragmented manufacturing market. Many 
retailers are also switching to their own brands. Both these things leads to 
decreasing independence for Monatic and the manufacturing market at large 
(Business Review of House of Monatic, 2000). Monatic tries to be diversified 
when it comes to customers. They do not want to be to dependent on a single 
customer. Their tactics is rather to have many different customers instead of 
“putting all the eggs in the same basket” as Mr. Maurer (2003) puts it. This is 
done to decrease risk and also to avo id having customers that are in the position 
of being able to dictate conditions.  

African retailers often take out loans in several different banks to be able to buy 
as much stock as possible. The average payment time is 120 days, which means 
Monatic has to wait some time to get their money for their sold products. This 
means that Monatic in a way ends up financing their customers due to the 
generous credit terms (Buckingham, 2003). 

Monatic targets the top end customers, which is estimated to constitute the top 
five percent of the population. Monatic tries to cater for both professional and 
fashionable people (Buckingham, 2003).  

7.1.4 CUSTOMERS OPINION OF MONATIC 

According to our survey, the customers were generally very content with 
Monatic. As an improvement of the relationship most customers wanted 
improved design and shorten the lead-time on additional orders. Some of them 
wanted improved IT-communications that would enable them to track orders, see 
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what is in stock and make online orders. Most customers wanted a closer 
relationship with Monatic. Many of the customers are searching for new 
suppliers. Half of the customers prefer to make business with the manufacturer 
and the other half with agent. Half of the respondents also search for new design 
and half wants to develop design with the manufacturer. Almost all of the 
customers that answered the survey buy Monatic’s brands. Financial stability, 
good quality and exclusive design was the most common reason for the 
customers to choose Monatic as a supplier. Some of them also mentioned good 
price and good relationship. The most common way of first contact is that 
Monatic contacted their customers, other ways where word of mouth and fashion 
shows. The most important things when looking for a new supplier were quality, 
delivery precision and reliability according to the customers. Only one mentioned 
design. Almost all of the customers thought that the market has been growing 
and is still growing.  

7.2 THE SOUTH AFRICAN MARKET 

The South African market is currently very static and there have been no new 
entrants in the retail market and some of the existing retailers are going out of 
business. There is also an extremely high level of concentration with in this 
sector where the top seven retailers account for roughly 70 percent of market 
share, which leads to increased buyer power (Gibbon, 2002). The increased 
amount of imported suits has made the Monatic brand weaker. Many of the 
smaller retailers go to the end of season sales in Germany and Italy and buy up 
stock at a discount. These factors combined contribute to weaken Monatic’s 
position on the South African market (Agnello, 2003). 

There is also a declining demand for branded suits, which to a larger extent 
replaced by house brands. It has been stipulated that the reason for this is that 
externally branded formal wear does not meet the retailers price point and that 
when retailer has made the switch to their own house brand they do not want to 
give up the control that comes with it. Still, branded clothing makes up for 63 
percent of Monatic’s total sales.  

There is also evidence that the domestic market for formalwear is contracting 
(PYXIS Capital Management 2000). The domestic clothing retail market size 
contracted with 10.4 percent under the period 1995-2000. Within the shrinking 
market, imports account for an ever-rising share of sales (Gibbon, 2002). 

7.2.1 CUSTOMERS 

Customers on the South African markets are chain stores such as Woolworths, 
Truworths and Markhams but also selected smaller independent stores. 
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Historically Monatic has targeted the smaller independent stores for branded 
sales since these stores are considered more exclusive and are less sensitive to 
higher margins. There does exist a form of conflict between the sales to the chain 
stores and the independent stores due to the fact that the independent stores does 
not want to sell what is in the chain stores since this would render them less 
exclusive. For this and other purposes Monatic has a lot of different labels to put 
on their garments and also a lot of the sales to the chain stores consists of house 
brands, but in the end the clothes are very similar and the conflict remains to a 
certain extent. 

7.2.2 COMPETITORS 

The main local competitors are decreasing prises to make “cheap suits”. 
Decreasing price points by retailers also result in “cheap” requirements. Many 
local players also do branded, local and export. Compared to its competitors 
Monatic’s service, flexibility and ability to do “small” runs is considered to be its 
strengths (PYXIS Capital Management, 2000). 

The main competitors on the South African market are Durban Clothing, which 
is part of a bigger consortium named Seardel, Rex Trueform, which have their 
own chain stores but produce about the same volumes as Monatic in the men’s 
wear area, and Truboch that compete on the lower level concerning trousers and 
shirts. When it comes to volume of production concerning the same market as 
Monatic target, they all are at the same level. None of these firms have made any 
significant investments in production over the last ten years. There fore they are 
also here at the same level of technical development (Maurer, 2003).  When it 
comes to the South African market, Mr. Buckingham (2003) recons that Monatic 
is among the dominant player in their game. 

Regarding Monatic’s relationship with its competitors there are some cooperation 
between them. An example of this is that Monatic, Durban Clothing and Rex 
Trueform have a common customer in the US, namely JC Penney. JC Penney is 
too big for any of the South African companies to supply it by themselves. 
Therefore the three of them do it together and there is some cooperation between 
them when it comes to prises and logistics (Buckingham, 2003). 

7.2.3 MARKET STRATEGIES  

Since the market is fairly static or even declining and there are really no new 
entrants of retailers Monatic is sticking with the customers they got. There is a 
reluctance to increase market share. When it comes to taking on new customers 
Monatic is of the opinion that the desirable customers are already snagged. If 
there should come an opportunity where a financial sound client contacts 
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Monatic we doubt that they would be turned down. But there is no active search 
for new clients at this time. Because of the rather harsh market conditions that are 
currently prevailing Monatic is also careful not to oversell the clients they have. 
This would only result in the clients getting into financial difficulties, which 
would affect Monatic negatively.  

Instead Monatic is working at establishing their brands on the South African 
market. It is the branded sales where the highest margins are gained. And when 
the economy picks up there is much that could be gained from having firmly 
established brands. Monatic is also trying to reinforce its position as a top nodge 
manufacturer. 

7.3 THE SUB SAHARAN MARKET 

Monatic exports to several Sub Saharan countries on the African continent. 
Botswana is by far their biggest client here. We are going to treat all these 
markets as one, the Sub Saharan, since this is how they are usually referred to at 
Monatic. The Sub Saharan market is the only international market at the moment 
to which Monatic exports their own brands. As mentioned earlier a venture of 
branded export to the US will soon be embarked up on. The branded sales are 
where Monatic has its biggest margins and chance for profit. Therefore it would 
seem natural that Monatic would like to expand their market share on the African 
continent, but this is not the case.   

When it comes to expanding the African market Monatic does not want to 
oversell its clients here due to the risk of the customers not paying (Agnello, 
2003). We think it is important to remember that all of Monatic’s customers in 
the Sub Sahara market are in developing countries. Here Monatic has to deal 
with a whole new dimension when it comes to payment than when doing 
business with developed countries. It is not rare that Monatic’s Financial 
Director, Mr. Maurer, has to help customers on this market to come up with 
strategies that will enable them to pay Monatic what they owe. In these cases it 
would be like beating a dead horse if Monatic would just demand their money. 
Instead it is a question about getting the horse up before the waiting vultures 
hears about it and comes to pick the bones clean and Monatic will be left with 
nothing (Mr. Maurer, 2003). Being situated in a developing country itself 
Monatic is used to deal with similar things. We would like to point out that there 
have been cases when customers in developing countries have also failed to pay. 

There also exists a transfer problem to some of the countries due to lack of 
infrastructure, which hinders further expansion. The lack of infrastructure put 
some potential customers out of Monatic’s reach. It would be too costly or risky 



82 

to transport goods to these markets. Export to the North African market is 
considered to risky due to its closeness to Europe (Agnello, 2003). In Mr. 
Angelo’s (2003) opinion the optimum market share has been reached when it 
comes to the African market. The board of Brimstone Clothing Corporation 
would, on the other hand, like to see Monatic increase its share of the Sub Sahara 
market. It is a Black Empowerment and because of that fact believes in an 
African renaissance (Buckingham, 2003).    

7.3.1 CUSTOMERS 

The customers are mostly consisted of independent boutiques. Even though they 
are not chain stores some of these boutiques sell rather large volumes and has 
managed to position Monatic’s brands on their market. (Maurer, 2003)  

7.3.2 COMPETITORS 

The Sub Saharan market is not seen as a very lucrative market by many of the 
European exporters. This leads to that non-African exporters approach few of 
Monatic’s customers; the retailers must actively seek out the exporter. Here 
many local importers go abroad and buy from end of season stocks in Europe. 
The competition that actively targets this market is mainly consistent of other 
South African clothing companies. (Maurer, 2003)   

7.3.3 MARKET STRATEGIES  

Monatic’s goal is to optimize the customer base and relations to the current 
customers and not try too much to get new customer Maurer (2003). They are 
also not that interested of going into new markets since it is considered too much 
work to deal with too many different markets. A big variety of clients and 
markets only end up creating problems in the cutting room (Maurer, 2003). We 
believe that this points out one of Monatic’s major difficulties, they both want to 
be as effective as a mass producer and at the same time produce customer made 
garments outside the production of their own brands.   

Monatic keeps fairly close social ties with their important clients in the Sub 
Saharan market. When they visit the customers or if the customer visits them, an 
occasion is often made of it where they try to make the customer feel special and 
taken care of. Monatic goes out of their way to help their clients with tings such 
as ticket and hotel bookings to ensure customer loyalty. This is not very 
expensive for Monatic but makes the customers feel obliged to them. It seems 
like a very effective but rather time consuming method that demands a lot of 
dedication from the management.   
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Monatic makes no marketing efforts on these markets. We believe that it is left 
up to the retailers to sell the brands. Instead of conducting their own marketing 
efforts Monatic helps its customers to do the marketing. The retailers are 
equipped with marketing material for their stores and sometimes Monatic gives 
advice on how to present the garments. Monatic finds its customers through word 
of mouth and connections. In much the same way the customers find Monatic 
(Agnello, 2003). 

7.4 THE UK AND IRISH MARKET 

Monatic has historically strong ties to the UK market. During the 60s and 70s 
Monatic even had factories in the UK. Much of the export to the UK is based on 
the strong colonial links. Many UK families have ties to South Africa in form of 
relations and summerhouses. Now there are different winds blowing, the new 
breed of importers does not care about the historical links. Old loyalties are 
falling by the roadside. Chances are that there is going to be a clean out in the 
retail sector in the UK due to the vast number of retailers. There is also a 
recession on the UK market (Buckingham, 2003). The relationship with the Irish 
market was only stumbled up on by chance. There is not much separate market 
knowledge about this market and it is considered to be a part of the UK market.  

Like the other export markets the UK market has become less profitable because 
of high inflation and currency fluctuations. Monatic would have to double the 
current return to be able to be satisfactory profitable. To compete with 
international prices Monatic have to be better than the competitors. To reduce the 
costs Monatic need to cut down on the styling and streamline the operations. The 
company also needs to work on closer relations to Europe (Buckingham, 2003). 

The past exclusive arrangement in the UK was made with Marchpole regarding 
the cut make and trim of Yves Saint Laurent clothing. This arrangement meant 
orders of around 100 000 suits per year, which helped the production capacity to 
be utilized to its full extent. The Rand was weaker and the customers paid in 
pounds, this made the margins better. At that time the client sourced its own 
material, which meant that Monatic did not have to tie up money in material. The 
fabric cost them nothing. Al l they had to do was to cut, make and trim. The 
customer made block bookings up front, which meant that Monatic could plan 
their production better. At the end of 2001 this ended. The orders took a nosedive 
after Marchpole’s customers started to prefer casual wear to formal. Also the 
EU:s Preferred Nations came into the works, which meant that the fabrics needed 
to be South African. Therefore Marchpole stopped to do its own material 
sourcing and left it up to Monatic. The prospects in the UK are rather bleak at the 
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moment. There has been a clothing deflation in the UK during the last years. 
Monatic is actually getting less for the clothes they export there than before. This 
means that the prospects for making profit are limited. Also retailers there are in 
a state of turmoil. They are constantly changing owners and representatives. This 
makes it hard for Monatic to form new relationships on the UK market since one 
newer knows who to talk to and the person you talked to last week are gone the 
next. Firms are being bought and sold at a rather fast pace. (Maurer, 2003) 

7.4.1 CUSTOMERS 

Marchpole is the biggest customer on the UK market. Orders for R2 million are 
in production and new orders of R 3,5 to 6 million are being negotiated. The 
products will be manufactured between May and August 2003. At present the 
fabrics will be locally sourced on account of the DCCs. All products will be 
labeled with the brand YSL. Their other brands are Oswald Boating and Nigil 
Curtiss. These are manufactured in Europe. Monatic produces clothes of the 
licensed brand Jaeger/Viyella also, which is one of their UK customers (Business 
plan report, 2002).   

Monatic has one client in Ireland named Magee. The annual sales to this 
customer are R 5 million. The products are morning coats and the fabrics are 
locally made (Business plan report, 2002). Magee started looking around for 
factories to outsource to since it had gotten to expensive for them to have all their 
production in Ireland. With South Africa being subject to the EU free trade 
agreement , the country was a possible outsourcing place. Monatic came in 
contact with Magee through a South African supplier Magee was using. The 
supplier brought over some garments from Monatic to show Magee, some phone 
calls where made and Magee’s interest was aroused. The deal was sealed when 
Magee came to South Africa with a business mission. Now Magee has only one 
factory left on Ireland and the rest of their production is outsourced to South 
Africa, Morocco and Portugal. (Maurer, 2003) 

7.4.2 COMPETITORS  

In their international markets Monatic does not see its competition in the form of 
other firms but as countries, this also goes for the UK and Irish markets. On the 
European market these are firstly eastern European countries and Turkey, Spain, 
Portugal, Italy, Germany and Morocco. Morocco is a major supplier to the UK 
market. Morocco has the advantage of geographical closeness to Europe. They 
can have technicians flying over for a day that contribute with their skills and 
check the quality before the merchandise is sent. Eastern Europe and India is also 
a big competitor. German and UK expertise is commuting there to build up the 
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industry. Eastern Europe is like South Africa also relieved of paying duty when it 
comes to export to countries in the European Union (Buckingham, 2003). 

7.4.3 MARKET STRATEGIES  

Monatic is still manufacturing the Yves Saint Laurent brand for Marchpole. They 
are trying to get their volumes up in their negotiations with Marchpole. The trend 
among the big fashion houses to reclaim the brands are rather unsettling since 
this could mean that Marchpole could lose its license for the brand on the UK 
market, which would mean that Monatic could lose its only remaining client on 
the UK market. To prevent this from happening Monatic is trying to get to make 
some of Marchpole’s brands that are currently being manufactured in Europe. 
(Maurer, 2003) 

The efforts to find new customers on the UK market have not been very 
successful so far but continue in a somewhat lower gear. There are some plans on 
exporting garments of the Viyella brand to Jaeger on the UK market. At the 
moment Jaeger only sell women’s clothing of this brand. (Maurer, 2003)       

Monatic is at the moment making no active attempts to target other retailers on 
the Irish market since it is not considered to be lucrative enough. We believe that 
keeping pace with the UK market takes up so much effort that the Irish is left on 
hold. It is only by chance that an additional customer would come along since 
Monatic would rather maximize their business with Magee and Marchpole. 
(Maurer, 2003) 

7.5 THE US MARKET 

Monatic’s main reason for starting to export to the US was the forming of 
AGOA. There had been talk about this trade agreement for years and when 
Monatic felt certain that AGOA was going to happen they entered the US 
market. This was done two years before AGOA came into the making. At the 
time of entering there had been no through investigation of the market. The 
AGOA agreement simplified the trade between the countries involved. AGOA 
also levelled the playing field for the parties subject to it and gave them the 
opportunity to compete and develop their export (Walton, 2003). The US market 
was entered at the end of a high. This is a bit unfortunate but Monatic is biding 
its time and forms relationships with the expectation of a new high. The target 
market there is the mid-west, not New York (Buckingham 2003). 

Monatic’s search for customers in the US is described as something of a “weed 
out process” (Walton, 2003). Monatic wants to find suitable customers that have  
a good name, a sound financial status good reputation on the market for fulfilling 
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payment, similar corporate structure with Monatic and not too big or too small. 
The reason Monatic does not want too big customers is because they are harder 
to work with. Monatic cannot really supply them anyway because they demand 
massive units at low prices. Monatic prefer medium size units and higher prices.  
The customers find Monatic through fabric mills and word of mouth and Monatic 
find them in much the same way. Monatic has established relationships with 
three to four companies in the US and are aiming at making the relationships 
stronger. They are also looking for new business partners (Walton, 2003).   

The US market is dynamic and in a state of constant change. Exporters must be 
flexible and aware of every variable (Walton, 2003). Growth is declining and 
there is a trend in the US to switch to casual wear. Monatic is currently 
establishing a Sales and Marketing Office in the US. By doing this they hope to 
be able to target better customers and to work directly with those customers on 
ongoing bases. The office will also position Monatic a lot closer to the local 
market, which will make it easier to see and create opportunities. At the present 
Monatic is dependent on fabric agents showing the latest fabric ranges to 
Monatic’s customers. If Monatic works directly with their customers they will 
have a much better chance of securing orders as well as representing their selves 
and their product. Their office in the US will be operational by the end of March 
2003 (Walton, 2003). 

To market their own brands on the US market they need to get to know the 
market better. Nordstrom is currently taking on the brand “House of Monatic”. In 
a couple of months the first shipment will go. The ordered garments have a 
specific fit and the patterns have been developed at Monatic to suit the US 
market. They are also planning to introduce Carducci in the future. The US is 
considered too big for large marketing campaigns. The advertisement will have 
to go through word of mouth and perhaps some pictures in the trade magazine to 
sneak the brand into the market. Monatic wants to lay their money on production 
and not large costly market campaigns. They do not have the capacity to market 
themselves on an entire continent; instead they concentrate on targeting certain 
customers (Walton, 2003).  

The exchange rate has gone down radically and with them Monatic’s margins. 
Before the strengthening of the Rand the net margin was about 20 %. Now there 
would hardly be any profit without the DCCs. This is a major problem, largely 
due to the fact the DCCs are to be phased out by 2007. Another problem with the 
currency fluctuations is that they cause export fluctuation, which in their turn 
causes an uneven demand that makes it hard to plan production (Walton, 2003). 
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The advantages that Monatic has on the US market are the ability to give the 
customers what they want, time zone is not too different, never late and no 
quality problem. Their weaknesses are that they are not the cheapest. In the 
customers minds they are far away. The time to ship a container to the US is a 
month but for their concurrent Mexico, it is one week. To compensate for this 
they have to plan better (Walton 2003). 

An obstacle is that they are restricted by AGOA because they cannot access 
fabric from any other countries than from the US or South Africa. If the supply is 
short they can apply for exception. This takes extra work with papers and forms 
(Walton, 2003). 

7.5.1 CUSTOMERS  

Mr Walton (2003) states that the US customer differs from Monatic’s other 
customers. They are more educated and know what they want and want it done in 
a specific way. Quality and sustainability is important. The US have test labs, 
some cheques stitching others measurements or how the garment fits the body. 
Also the US are very concerned with how the labour force is organised. They 
come and check things like fire escapes and that the employees are not 
underaged. The reason for this is that they want to avoid being sued in the US 
(Walton, 2003). 

Their biggest customer is HMX Tailored. This customer makes up 25 percent of 
Monatic’s annual turnover. HMX Tailored is an American wholesaler with its 
own brands. Monatic helps to develop the patterns. HMX Tailored wanted to 
give all of its business to Monatic on the condition that it would be the only 
company in the US that Monatic would deliver to. Staying true to Monatic’s 
policy they turned the offer down (Maurer, 2003). Mr. Maurer (2003) also states 
that Monatic would prefer to sell their own brand directly to retailers. The House 
of Monatic manufactures some of the labels of HMX Tailored including: Evan 
Piccone, Claiborne, Pierre Cardin, Palm Beach, Wimbledon and Oak tree. HMX 
Tailored was earlier called Hartmax. There was reorganisation and incorporation 
of various divisions (IBA, Plaid and Hart Schaffner Marx) into one division 
named HMX Tailored. A concentration on service and quality has made the 
House of Monatic one of their best suppliers. This means that the House of 
Monatic is ready to manufacture better quality products such as the brands: Hart 
Schaffner Marx, Austin Reed, Hickey Freeman, Ted Baker and Tommy Hilfiger. 
The House of Monatic sees that the key to securing this business is to develop the 
fabrics of the product in collaboration with the customer. In this way there will 
be a tighter bond between the two companies and it will be more difficult for the 
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customer to change supplier. This will easier be managed when the new office 
has become established. The House of Monatic also wants to produce more suits 
to this customer, as most of the products are sports coats (Business plan report, 
2002). 

Other customers on the US market are Lord West, Nordstrom, JC Penney and 
Nicole Miller. For Lord West (Prominent), the House of Monatic produces rental 
tuxedo trousers. This makes the production line consistent which is good for the 
production efficiency. In 2003, the House of Monatic will produce about 60 000 
units for this customer. Nordstrom has just approved for test orders. If all goes 
well the House of Monatic will produce their fall suit collection. JC Penney is 
mostly interested in sportscoats and has not grown into shirts and trousers as 
expected. The House of Monatic will continue to make the sports coats as long as 
the customer meet the price level. Because of the breakdown in relation with 
Lord and Taylor, Nicole Miller will not be a prospect as a customer in the future. 
If the problem is solved future business can be considered. The major concern at 
the moment is that the current production will be delivered and paid for 
(Business plan report, 2002). 

7.5.2 COMPETITORS  

The international competition consists, as mentioned earlier, of countries rather 
than companies. Monatic’s main competitors on the US market are Mexico, 
China and Eastern Europe. Mexico is the biggest competitor at the moment, 
largely due to its geographical closeness to the US. China is becoming a major 
threat because they have the resources to make quality clothes at a low price. 
China has invested a lot of money in top factories. The clothing industry is by 
Chinas government considered to be one of Chinas main industries and is 
therefore subject to major subsidiaries. The quality is now even better and the 
price lower in China than at Monatic. In January 2005, China will be quota free 
but they still have to pay a duty. At the moment, the quota can result in a cost for 
the Chinese exporters in the amount up to 10 dollars a garment. Needless to say, 
the losing of Chinese quotas poses a problem for Monatic. An obstacle for China, 
and an advantage for Monatic, in the trade to the US are communication and 
culture (Walton, 2003). Monatic has also discovered that it is important to find 
more supply of fabric since the existent one is closer allied to Europe than to 
USA (Buckingham, 2003).  

7.5.3 MARKET STRATEGIES  

Currently the US export sales have reached the targeted levels. The company has 
decided to continue to work on the African Export program. During 2002 the 
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company has enjoyed a high media profile through milestones and achievements. 
The solid growth of the brand Viyella has replaced sales of the declining Yves 
Saint-Laurent sales. Efforts have been made in building the Carducci brand to 
launch a younger image and attract a different customer segment. A younger 
Carducci label named C² has been launched in Markhams and Stuttafords. The 
company has maintained domestic market dominance despite substantial 
increased costs of raw material. The capacity of shirts and trousers has only been 
filled to 70 %. The lack of specialized skills in the market place is seen as a risk. 
The sales force has been reorganized with positive results (Business plan report, 
2002). 

The export to the US has grown and the House of Monatic has achieved a good 
reputation of quality among its customers on the US market. The downside is 
that customers choose the House of Monatic because of the low price. This 
means that if the customers find a cheaper source they will move their production 
to that source. In January 2005, China will be free of quota to the US. US 
manufacturers, importers and wholesalers are already establishing relationships 
with factories in China to secure their production after 2004 (PYXIS Capital 
Management, 2000). The House of Monatic has become aware of that they have 
to change strategy to attract customers who want quality and service and not just 
want a good price. The company is also establishing a Sales and Marketing office 
in the US to find better customers and to be able to work more closely with the 
customers (Business plan report, 2002). 

7.6 OTHER MARKETS 

Monatic has previously tried to do business in Germany but failed. Germany has 
their own manufacturers in Eastern Europe in countries like Romania, Macedonia 
and Turkey. Aside from the fact of their geographical closeness and ease of 
transport it is in the interest of Germany to uplift the economy and living 
conditions there to avoid a wave of immigrants coming from these countries 
coming to Germany. Because of these German retailers tend to be very loyal to 
their already existent suppliers, which makes it immensely difficult to get into 
this market (Maurer, 2003). In our somewhat brief overview of possible new 
markets for Monatic to export to Germany was very high up on the list due to its 
comparative wealth and size of population. We were aware that this market is 
considered to be hard to enter. It seems that this is also the case when it comes to 
the clothing industry.  
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8 ANALYZE OF THE HOUSE OF MONATIC AND ITS 

MARKETS 
In this chapter we will analyze our findings and complete the export diagnosis. 
We will here answer our research questions. 

8.1 INTERNATIONALIZATION 

8.1.1       WHY DID MONATIC GO INTERNATIONAL? 

Monatic has had a variety of reasons for going international and the reasons also 
seem to differ with the different markets. When the political change came in 
1994, Monatic already had experience of the international market through their 
arrangement with Marchpole. Still, they took their time and advanced at a 
reasonable pace. With European brands coming in Monatic’s market share was 
bound to shrink and when the demand on the domestic market started to give 
way Monatic would have had no choice but to go international. But Monatic 
chooses to be proactive and take the opportunities that presented themselves. 
When they knew that they where loosing the volumes to the UK and would be 
left standing with excess capacity the US market presented itself in form of the 
AGOA. Here the volumes that Monatic craved could surely be found.  

Economies of scale seem to be very tempting for Monatic. The only problem is 
that their factory is not adapted for mass production and the company does not 
see itself like a mass producer. But still they want the advantages of economies 
of scale, which result in a somewhat schizophrenic attitude towards production, 
customers and what to produce. There seems to be some disagreement in the 
senior management about what Monatic first and far most should be, a 
manufacturer or a designer house in the fashion industry. We think that Monatic 
has succeeded quite well with being a little bit of both. But it is also apparent that 
there exists some problems with this, especially when big orders come in from 
the US and become bottlenecks for Monatic’s other production. This could 
perhaps be remedied with better and more through planning of the production. 
But we think that it will be very hard for Monatic to combine big bulk customers 
and the little boutique customers in the same production lines. It all comes down 
to balance where Monatic still have to find the right combination of customers to 
optimize profitability and production capacity.  

There is a great deal of managerial urge to be international. Monatic even has it 
as one of its indirect business goals to be an international company. We believe 
that there is a serious commitment from the managing director and senior 
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management to stay international and increase Monatic’s and South Africa’s 
international status. Also from the holding company there is a desire that Monatic 
should become more international, particularly there is a desire for Monatic take 
on larger market shares of the African market. Monatic has shown to be a bit 
reluctant to expand further on the Sub Saharan market, which at first can seem 
strange since the coveted branded sales can be had here. We believe that Monatic 
will come around on this point. The reason for Monatic’s reluctance is that the 
Sub Saharan market is rather complex. But Monatic has been present for a long 
time on this market and knows it well. This gives them an advantage over many 
of their competitors. Advantages should not be wasted. We believe that there is 
more money to be made on this market. It may well be that the Sub Saharan 
market needs expertise handling and that Monatic should proceed with caution 
but proceed they should. Monatic has the expertise and if they feel that an 
expansion of this market should be to demanding with the current personnel 
recourses it may be worthwhile to train someone to be an extra resource.      

Monatic seem to be very well aware of its own capacity and this is clearly taken 
in to consideration when an opportunity presents itself. Sure there have been 
times when this was not the case and sometimes you have to gamble, but the over 
all picture we got was that Monatic has a healthy mix of outside-in and inside-out 
perspectives. We believe that their export motives both internal and external 
driven. Monatic is not always so very prepared with loads of information of new 
markets but they do not rush in to things, they seem to prefer to learn as they go 
along. It seem that they are more prepared of taking the cost of not having 
enough information about the market than to spend the money in advance on 
market research. This practice has surely provided them with some blows, but 
since they do not rush into things they have been left standing.   

8.1.2 HOW MATURE IS THE COMPANY FOR EXPORT? 

There are internal and external factors that influence the Monatic’s possibilities. 
We have analyzed the company’s export maturity by doing a SWOT-analysis, 
which is summarized in the table and text below. This analysis also contains 
strategy suggestions on how the SWOT of Monatic could be used.  
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Table 8-1: SWOT-analysis 

Strengths 

So why should the customers choose Monatic? Monatic have a high reliability 
when it comes to delivery precision. They always try to deliver on time. Since 
South Africa is a rather unknown exporter it is important that Monatic can prove 

                    

                               INTERNAL  

                               FACTORS  

 

 

        

 

 

        EXTERNAL 

        FACTORS  

 

 

Strengths (S) 

• High reliability and quality 

• Good relationship with clients 

• High perception in the 
domestic marketplace  

• Same language and similar 
business culture as Europe 
and the US  

• Black empowerment 
company 

• Sound finances 

• Experienced staff 

• Customer orientated 

Weaknesses (W) 

 

• Not cheap 

• Long delivery time 

• Geographical distance from 
Europe and US markets 

 

Opportunities (O) 

 

• Market expansion 
possibilities 

• Possibilities of moving bulk 
production to China 

• AGOA and DCCs 

 

SO strategies 

 

• Rank their customers so efforts 
are distributed correctly 

• Use the company’s quality, 
reliability and customer 
adaptation to position 
themselves and gain market 
shares 

WO Strategies 

  

• In the future bulk production 
could be moved to china to 
decrease price 

• Use the advantages the AGOA 
and DCCs presents the 
company with to position and 
develop themselves away from 
low cost producers 

 

Threats (T) 

 

• ”The Chinese threat” 

• Currency Fluctuations and 
inflation 

• Dense competition on the 
markets with a supply twice 
of the demand 

• Difficult to find experienced 
and specially trained staff 

• Instable social environment 
with a lot of issues, AIDS is a 
major one 

• South Africa is a fairly 
unknown exporter 

ST Strategies 

 

• Avoid the Chinese threat trough 
careful positioning considering 
Monatic’s strengths 

• Survive in the dense 
competition through sound 
finances and positioning 

• Use the fact that they are a 
black empowerment company 
to educate their staff both in 
social and industry related 
skills 

 

WT Strategies 

 

• Use communication and 
planning to reduce the effects 
of the geographical distance 

• Avoid the blow of currency 
fluctuations by striking deals in 
Rands 
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to their customer on new markets that they can be trusted to deliver on time all of 
the time. It is also of the essence that Monatic keeps and spreads its reputation of 
high quality. New markets need to be convinced that quality can be had in South 
Africa.  

Monatic has a good relationship with their clients and must be on top of their 
game to demand the prices they are demanding. Much of the management has 
been with the company for a considerable time and knows how to handle the 
customers on at least the older markets. Over time strong relationships have been 
formed with several clients on the African market. Here the social ties seem to 
play an important role. It is also an advantage that Monatic has the same 
language and similar culture as Europe and the US. We believe that this makes 
communication and the understanding of the customers needs much easier. 
Monatic strive to attract customers with similar business culture as themselves.  

Monatic has a high perception in the domestic marketplace and has a dominant 
market share within its segment. This is considered to be a good advantage when 
going international. Their products are seen as the best made local suits. The 
company has several positioned labels, not only the registered brands.  

The company has sound finances with a history of being profitable. We believe 
that Monatic do have the financial space for future export effort. They have the 
backing of the holding company if they can convince them of that profits are to 
be gained. The work force and management has a lot of experience, which 
according to the experience curve makes it cheaper to produce.  

That Brimstone is a black empowerment company is an advantage for Monatic in 
a political, marketing and promotional sense. 

Monatic is customer oriented and adapts their products according to the 
customer’s needs and wants. Examples of this is that the customers and Monatic 
co-produce patterns and sometimes the customer just e-mails their own patterns 
and they decide together what kind of fabric that will be used. We believe that 
Monatic does a lot to make sure that their customers feel special. Sometimes they 
do too much. An example of this is that they have let to many of their customers 
put their own store brand on Monatic’s clothes, which have resulted in the 
erosion of Monatic’s own brands. Since the company has limited resources it 
would be a good idea for them to rank their customers, so they know where to 
put in the most effort and who deserves special benefits. To be able to rank the 
customers Monatic has to make up their minds about which qualities that are the 
most beneficial for a customer to have. We believe that this could prove to be a 
very healthy exercise for Monatic to do since it forces the management to sit 
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down and really pin point what kind of customers the company should target. In 
connection to this we feel that it should come natural to the company to make a 
game plan on how these customers should be won over.    

Here Monatic will have to use all its strengths to position themselves in the 
desired segments where they can reach the kind of customer they crave. If 
Monatic succeeds in positioning itself just right we believe that there are 
possibilities to gain market shares.  

Weaknesses 

Monatic is not very cheap compared to the countries it sees at its competitors on 
the international market. The main reasons for this is that labour costs are higher, 
Monatic’s factory is not as technically advanced as the factories in for example 
China, and Monatic is not a mass producer. In the long run this will make it hard 
for Monatic to compete with low price producers. At the moment they are able to 
do so due to AGOA and the DCCs. This will not last forever and Monatic needs 
to establish itself in another niche than the low cost producers. We believe that 
they should focus on their strengths of quality, reliability and customer 
adaptation to position themselves.  

That Monatic is not a cheap producer is not necessary a bad thing. It all comes 
down to which customers the company targets. Is the customer looking for the 
lowest price or the highest quality? But at this day and age the competition on the 
global market is so fierce that the customer often seems to expect both. It is 
therefore important for Monatic to keep costs down while not loosing an inch of 
quality or delivery precision.          

Monatic has a disadvantage when it comes to the geographical distance from 
Europe and the US. This distance can result in longer delivery time than 
competitors that are more closely situated to the market in question. We believe 
that the geographical distance can be overcome when it concerns the longer 
delivery time. This can be done by increased information flow between Monatic 
and its customers and careful planning of production. The geographical distance 
in the customers mind can be harder to come to terms with. We think that 
Monatic has a good strategy for this. They invite customers to come and visit 
South Africa and Monatic. We believe that this will surely lessen the felt 
geographical distance. It is also a good idea to open a sales office on markets that 
are considered to be particularly important and far away. This is exactly what 
Monatic is doing on the US market.    
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Opportunities 

We believe there is a chance that demand on the domestic market will recuperate 
somewhat in the near future due to the strengthening of the ZAR and the SA 
economy. South Africa’s potential for growth in exports seems to be substantial. 
We think that it is imperative that this is so because the evidence suggests that 
Monatic will have to focus on export due to the increased competition on and the 
possible shrinkage of the domestic market.  

Even though the competition on several of the markets where Monatic is present 
is fierce we believe that there are opportunities for Monatic to increase its market 
shares on several of them. In section 8.1.1, Why did Monatic go international, 
one can read about what we think of Monatic’s opportunities on the sub Saharan 
market. In section 8.2, Market environment, more can be read about the markets. 

As we mentioned in the previous section one of Monatic’s weaknesses are that 
they cannot compete with many of their competitors when it comes to price, not 
without AGOA and the DCCs at least. Therefore it might be a possibility for 
Monatic to move their bulk production to China in the future when the DCCs and 
AGOA are no longer providing Monatic with enough help to be able to compete 
when it comes to price. Possible bulk production in China can also increase 
margins and thereby revenues.  

Threats 

Through out this SWOT analysis there has been mentions about the Chinese 
threat in one form or another. We have also mentioned how this threat might be 
avoided. Much of Chinas clothing production is low quality bulk production. But 
with the state investing heavily in the industry China is beginning to achieve high 
quality along with low cost. There still exists protective barriers against China in 
Europe and the US, but when they come down China will pose a serious threat to 
much of the clothing industry. The language and cultural barriers will take longer 
time to overcome and here Monatic has the advantage. We do believe that the 
threat is real but still a few years away in time.  

It is clear that the special social environment of South Africa effects Monatic. 
The company has to work hard at getting the work force motivated and 
committed. The social climate in South Africa does not give the best 
prerequisites for this. It is also hard to find experienced and specially trained 
personnel. This is much due to the fact that there are no schools in South Africa 
that teach clothing manufacturing. It is also clear that the years of apartheid still 
has negative effects on society. The most apparent one when it comes to Monatic 
is the low level of education the non-administrative workforce has. We think 
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Monatic has solved this in a good way in for of government semi financed 
educational courses that benefit both Monatic and its employees. With the ever 
increasing threat of AIDS it could be a good idea to also include information 
about this particular subject in the courses. 

We believe that it is inevitable that the many years of isolation and crippled 
competition have affected the industry in a negative way. The DCCs have given 
Monatic the breathing space to get into shape to be able to match the 
international competition. We believe that Monatic should take this chance to 
develop the company.      

The currency fluctuations constitute a definite threat to Monatic’s profitability 
and ability to export. Monatic could choose to strike their deals in Rands, which 
might lessen the blows of the fluctuations. However we do not believe that 
Monatic is prepared to do so. Before now the Rand has been weak for a rather 
long time and Monatic has made a lot of money on doing business in dollars and 
pounds.  

The high inflation of South Africa is also a threat to Monatic. Increased inflation 
leads to demands for higher salaries for the employees. Monatic cannot do much 
to influence the inflation. They will simply have to save the money somewhere 
else in the production or sales.    

As mentioned earlier South Africa is a fairly unknown exporter due to its years of 
isolation. This can be seen as a threat since South Africa’s reputation as an 
exporter has yet to be established on the world market. Until then, and maybe 
even more afterwards if the reputation will be a bad one, Monatic will have to 
prove themselves to their new clients. We believe that the key here is to be 
meticulous when it comes to quality and delivery reliability. Luckily these are 
qualities that Monatic already possess, they will just have to try a little harder. 
We believe that good communication with the customer is of the essence to be 
able to create trust and in the end a happy customer.    

Conclusions of SWOT 

After this analysis it is apparent to us that Monatic is very mature for export. 
They have been exporting quite some time and have done well. One should keep 
in mind that South Africa is a rather new player on the global market and that 
Monatic probably still has a lot to learn. At the moment the climate for the 
clothing industry is rather harsh with a supply twice of the demand. Some 
companies are bound to go under. We do not think that Monatic will be one of 
them. This is largely due to a competent management that has kept the company 
profitable for a long time. 
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Monatic also has qualities that distinguishes it from many of it competitors. 
These are mainly the ability to do short runs and the willingness for customer 
adaptation. But this has costs in time and money. The trick is to find customers 
willing to pay for quality and service. At the same time the company must keep 
costs at a reasonable level. We believe Monatic will succeed in this. We believe 
that many of Monatic’s competitors focus on low cost bulk production and 
therefore lack the willingness and ability to do customer adapted short runs. It is 
also possible that customer adaptation to any greater extent would be considered 
to costly. But this is of course dependant on the volume.   

Many of the things that effect Monatic’s possibilities to succeed are external 
prerequisites that are out of the company’s control. But being aware of them will 
help the company to adapt and compensate for them.   

Much of what has been mentioned in this section will be further elaborated on in 
the remainder of the analysis, in the conclusion and the recommendations.  

8.2 MARKET ENVIRONMENT 

Here we will present our analyze about the different markets. 

8.2.1 THE SOUTH AFRICAN MARKET 

How attractive can the South African market be considered to be? Monatic 
regards the South African market as a static market but the retailers seem to 
believe it is growing according to our survey. We believe there is a chance that 
demand on the domestic market will increase some what in the near future due to 
the strengthening of the ZAR and the SA economy.  

The social climate in South Africa does not give the best prerequisites for finding 
skilled personnel. It is hard to find experienced and specially trained personnel. 
There are no schools in South Africa that teach clothing manufacturing. This is a 
problem that Monatic solves by having their own training school at the factory. 
We think this is good because in this way the quality of the products is preserved. 

The competition on the domestic market is intense and the top seven clothing 
retailers account for roughly 70 percent of the domestic market share. Many 
retailers go to Europe to buy imported suits on sale, which has made Monatic’s 
brands weaker. After the liberation of the market the competition increased with 
the introduction of imported products. Imported products still has a higher price 
level due to the duty on imported goods. This makes locally manufactured 
products cheaper and more competitive. Despite of the higher price many South 
Africans choose to wear imported clothes, which is regarded as a status symbol.  
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Business is done a bit different in Africa where stock is often bought for 
borrowed money. Therefore it is important that Monatic does not oversell to their 
customers so that the customer ends up getting in to financial difficulties. It is in 
Monatic’s interest to continue to work closely with its customers on the African 
market to help them keep a stable economy. The GNP of South Africa is not as 
high as in developed countries and the economic structure of the country makes it 
illogical for a large proportion of the population to spend their money on 
expensive clothing.  

The company’s competitiveness on the South African market is high. Monatic is 
regarded as the dominant player on the South African market. The product 
quality is among the top best. The marketing ability is fairly good with their 
current marketing activities. Monatic’s products have a high perception in the 
market place but the image has been deteriorating a little because the shops have 
their own house brands put on the suits instead of Monatic’s brands. The demand 
for Monatic’s brand has therefore decreased. There are many different cultures in 
South Africa and the psychological distance between the different cultures make 
people have different values and perceptions about the products. The South 
African market has a geographical closeness to the company; this makes it easy 
to keep close bonds to business partners. Suppliers have a large power in pricing 
which makes it difficult to have a low price strategy. Here Monatic should focus 
on cooperation.   

The country attractiveness might not seem so high at first glance. But we feel that 
factors like geographical closeness and that South Africa is the most financially 
prosperous country in Africa need to be taken into consideration. Something that 
also contributes to the increased attractiveness is that branded sales margins can 
be had here. Monatic’s competitive strength when it comes to the local 
competition is high. What pulls down this rating is the fact that it is difficult for 
Monatic to compete with European brands when the customer wants a European 
suit.  Because the country attractiveness is high and the company’s competitive 
strengths are high, we will suggest invest/grow strategies on this market. We 
believe that the brand must be further strenghtened. One way of strenghtening the 
brand could be by Monatic having their own stores that would give the brand an 
improved image. It is difficult for Monatic to keep a low-price strategy, because 
this strategy gives lower margins. Monatic has to keep up with technologhy to be 
on top of the game compared to competitors. We believe it is better to aim at 
being a top quality manufacturer and focus on product quality and reliability 
concerning delivery. We also believe Monatic should avoid producing house 
brands that would weaken Monatic’s own brands.  
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8.2.2 THE SUB SAHARAN MARKET 

The attractiveness of the Sub Saharan market is seen as rather low by many of 
the European exporters. This has lead to a low competitive presence of 
international exporters; the market structure consists mostly of South African 
manufacturers. Monatic believes however that optimum market share has been 
reached when it comes to the African market. It is important not to oversell the 
clients here due to the risk of the customers not paying and it could be risky to 
increase the market share. A problem when doing business with these countries is 
that the business culture is different and one has to be cautious. It is good to have 
a native present when doing business deals to avoid not getting paid. The GNP is 
quite small and the people do not have a lot of money to buy clothes. Before 
every African wore suits, now the suits have been replaced by other status 
symbols like for example the cell phone. The lack of infrastructure in the Sub 
Saharan area makes it difficult to communicate and to be able to keep safe 
transports. This market is in spite of its negative aspects, quite attractive because 
the competition is low. We therefore consider this market rather attractive. 

The company’s competitiveness on the Sub Saharan market is rather high. The 
Sub Saharan market is at the moment the only international market at the 
moment to which Monatic exports their own brands. It is branded sales that give 
Monatic the biggest margins. The market structure consists of independent 
boutiques that can sell considerable volumes and is able to position Monatic 
rather well on the market. Monatic does not make so much marketing efforts 
themselves but helps the customers with material and marketing advice. The 
distance is not too far to these countries, which is an advantage. The culture is 
sometimes quite different and the infrastructure makes the distances larger than it 
is geographically. Monatic has a unique knowledge of this market which is a 
great competitive advantage compared to European exporters.  

We think the company’s competitive strengths on this market are something 
Monatic should take advantage of and the company should explore this market 
further for future growth and investments opportunities. The African countries 
can be combined to give enough volume for sizeable exports. We do not think it 
is wise to abandon these markets. We suggest they keep the customers that they 
have as long as they are profitable and investigate the market further and make 
contacts with new customers. These countries give good profits and are a good 
harvest market. 
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8.2.3 THE US MARKET 

The country attractiveness of the US is very good. The US market has a great 
potential. For Monatic the US truly is the land of opportunity. Here the 
possibilities for volume are infinite. The US market is the market that Monatic 
currently is putting most effort in and the market Monatic is concentrating on 
most. This market is so vast that all Monatic have to do is to find the right 
customers and the right niche and they are set. This has proven to be easier said 
than done. Profitability has proven to be largely dependent on exchange rates 
between the dollar and Rand. This has at the moment been stretched to the limit 
where profitability is reliant on the income of the DCC. This could perhaps been 
avoided if Monatic had taken the time and effort to make a closer investigation of 
the targeted market segment. But with a market of this size that is not an easy 
thing. It is perhaps more cost effective to do what they currently are doing, which 
is learning about the market while entering. But by doing so it is important that 
Monatic remember that this is what they are doing so they do not go overboard 
and take too large risks. They still have some years to learn before the 
disappearance or downgrading of the DCCs. After this it is vital that they have 
managed to find the right customers and tied them to Monatic in every way they 
can. This can be hard to do while at the same time stay as independent of ones 
customers as possible. Monatic might have to rethink this strategy and instead 
focus on finding the right customers with whom they can form a relationship 
where a reasonable amount of co-dependence is not seen as a to big a threat to be 
worth it. We think that it is important that Monatic by 2005 has formed close 
relationships with its customers on the US market so that they will be able to 
keep them when the Chinese threat is unleashed on the US market. Monatic 
needs to have strong ties to their customers. These ties should make the customer 
think that it is not worthwhile to change supplier since the cost in time, money, 
risk and effort should be considered to high. We are aware of that it is very hard 
to find a customer that at first sight chooses a supplier because of quality and 
service and not price. Price is always a major factor but with time as the 
relationship and trust grows it may be less so. We strongly urge Monatic to use 
what time is left to target the right kind of customer and make them stick.  

The company competitiveness on the US market will probably grow stronger. 
The business culture is not so different and the same language is spoken. The 
geographical distance is quite long compared to competitors in for example 
Mexico. In the customers minds they are far away. Monatic does not have the 
capacity to organize large marketing campaigns. Monatic has decided to sneak 
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into the market by letting some of the customers sell their own brand. We think it 
wise of Monatic of entering the market in such a fashion. We believe that the 
easiest and probably most successes full way to introduce their own brand, if one 
has limited resources, is to have known chain stores take it on. But to make this 
work Monatic needs to have a close relationship with its customers.     

The US market gives a difficult strategic choice because the company has a low 
competitiveness but the market is appealing. A lot of capital is required to grow 
into a strong market position. Our suggestion of future strategy is to form closer 
relationships with the US customers as already mentioned earlier. This could be 
accomplished through website orders and a product tracking system. More of this 
is described in the chapter of market strategies and the chapter of conclusions and 
recommendations. We think that to have Monatic personnel in the US will 
hopefully help Monatic to form closer social ties to their customers there. 

8.2.4 THE UK AND IRISH MARKET 

The country attractiveness of the UK and Irish market is not so promising at the 
moment. The UK market has become less profitable because of high inflation 
and currency fluctuations. The large number of retailers is being cut down by the 
intense competition on the market. To be profitable Monatic would have to 
double the return. The prospects are not so good for the UK market. Many firms 
are sold and representatives change all the time. It is not easy to form a strong 
relationship. Marchpole is Monatic’s biggest customer on the UK market. 
Monatic has been exporting to the UK for many years and the relation to its UK 
customers therefore been going on for some time. This is however not a 
guarantee for future business. The managers in the UK continuously change and 
do not pay much attention of the colonial bonds with South Africa and their long 
history of doing business together. To overcome this problem Monatic has to tie 
its customers closer to them to make it more difficult for them to change 
suppliers. The main competitors on the UK market are Eastern Europe, Turkey, 
Spain, Portugal, Italy, Germany and Morocco. They all have a close geographical 
distance to the UK. Eastern Europe, like South Africa, is relieved of paying duty 
when exporting to the European Union. There is a trend among the big fashion 
houses to reclaim the brands, which would mean that Marchpole might lose their 
licence of YSL. Monatic is now trying to get to make other brands for Marchpole 
to compensate for this. The UK market is still attractive even if the growth is low 
at the moment.  

The competitiveness of the company must improve on the UK market. To grow 
into a strong market position a lot of capital is needed. Monatic has delivered 



103 

their products to Marchpole for many years but the competition is intense and the 
margins low. To increase the competitiveness on this market, Monatic must 
differentiate themselves to gain a stronger market position. Maintenance 
strategies to improve the customer relation are what we suggest here. These 
strategies should be to increase quality and services for the customer and by this 
add greater value to the product. It is important not to invest too much capital at 
the moment but wait till the economy takes an upswing. 

8.2.5 CONCLUSION OF MARKETS 

Monatic’s different markets can be placed in the Albaum (1998) matrix shown 
below. The countries have been placed in different quadrants depending on 
country attractiveness and Monatic´s competitive strengths on the different 
markets. 
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have invest/ grow strategies on this market and we have placed it in the upper left 
quadrant of the Albaum matrix in figure 8-2.  

We believe the Sub Saharan market is attractive because the competition there is 
low and the economy is growing. Monatic has high competitiveness on this 
market because of their knowledge about the market that few competitors have. 

The US market is very attractive but Monatic have just entered this market and 
has not yet reached a competitive  position here. We believe this market has 
potential and that Monatic should continue to invest on this market. We put the 
US market in the upper right quadrant of the Albaum matrix in figure 8-2. 

The UK and Irish market has not so high attractiveness at the moment because 
the economy in the country has a downturn. Monatic has rather low 
competitiveness on this market. We think it is best to lay low with large 
investments and make as much profit as they can until the economy gets an 
upswing. The customer relation with Marchpole and Magee must be kept well 
maintained with maintenance strategies. 

8.3 PRODUCT STRATEGIES 

The best way of entering a new market is to start with the company’s core 
products. It is not wise to enter a new market with all the company’s products at 
once. (Moberg, 1990) Monatic plans to sneak in to the US market with suits of 
the Monatic brand. Suits are Monatic’s core products, which have been produced 
at Monatic for a long time. Therefore we think this is a good product to start 
with. Before entering a new market it is important to research it. This has not 
been done much before entering the US market. Export efforts often fail because 
of lack of information about the market, particularly when it comes to product 
adaptation and price levels (Moberg, 1990). Monatic is using one of their 
customers to whom they make suits to, to market their own brand. It has been 
said that the selection of product is not only connected to customer preferences or 
which market it is intended for but also on the market channels the company 
intends to use. Because the market channel is a retailer that knows the market and 
has been selling suits for a long time Monatic can use this expertise by letting 
him start selling the suits. This expertise will also in some way make up for 
Monatic’s lack of information about the US market. We suggest that Monatic 
strain itself to learn as much from this relationship as possible. 

There is also the question if the product chosen needs to be adapted to the new 
market. There are two  opposing views of standardization and adaptation. One 
view is to offer the same product to the whole global market whilst the other 
view is to customize the product to fit every buyer or group of buyers’ 
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preferences. Adaptation can either be mandatory or voluntary. (Albaum et al, 
1998) For Monatic mandatory adaptation is required because men in different 
countries have different body measurements. It is important that the suit fit well. 
The average The US man has a different body from the average African. 
Therefore the block of the suits must be altered for the US market. We do not 
believe that adaptation poses any problem for Monatic since the company has 
niche itself as a customer adaptor.    

Monatic is currently penetrating the domestic market by establishing their own 
shop in Johannesburg. Another strategy is to make it possible for the customers 
to track orders in their system to improve their customer relations. Product 
development is important for keeping the products up to date with the market’s 
requirements. Monatic has introduced the C² brand to attract younger customers. 
Monatic has market development plans; they are currently entering the US 
market with their Monatic brand.  

South Africa has no reputation of being a suit country, which is a disadvantage 
when marketing the brand abroad. When customers do not have the knowledge 
of the products on the market the customers make their purchase decision based 
on the country image. South Africa is in some ways seen as a developing country 
and products from developing countries are often seen as products of low quality, 
unreliable and usually copies of products from developed countries. South Africa 
is often referred to as the rainbow nation because of the mix of different cultures. 
All have their own country heritage and are in some ways more patriotic in 
thinking of the country of their ancestors than of South Africa. People see 
nationally produced products as inferior compared to imported products. 
Wearing imported clothing is regarded as a status symbol. These values are 
deeply entrenched in the country and are not easy to change. To change this, 
massive commercial campaigns must be undertaken. Monatic does not have the 
resources for this kind of big commercial campaigns and we think the 
government must market the country internationally to help exported products 
succeed overseas. A market strategy that Monatic could use is to market them as 
an old colonial company with British links way back and use exclusive labels 
that show the year of foundation. 

If Monatic were to produce their products in China the products would be hybrid 
products because the company headquarters is in South Africa and the production 
is in China. Special attention must then be taken in marketing a hybrid product. 
China is known as a country specialized in high-tech production and many 
companies move their production to get a low price. As China has a reputation of 
top modern factories and the knowledge of producing quality garments “made in 
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China” do not necessarily be regarded as something negative even if it is a low-
cost producer country. To be able to be competitive in producing large volumes 
profitably when the DCCs no longer is in use it could be a good strategy to move 
production to China. Monatic is currently manufacturing the Yves Saint Laurent 
brand, which makes it a hybrid brand. Yves Saint Laurent, which is owned by 
Gucci, is now withdrawing their licenses to produce their products on their own 
to protect the brand. The trend is moving towards that all the fashion houses are 
reclaiming the production of their brands but the production is still moved to 
low-price manufacturing countries. As South Africa is not known as suit country 
we do not consider it a risk in outsourcing the production.  

According to Bradley (2002) to achieve brand competitive advantage certain 
criteria has to be fulfilled. These criteria will be analyzed in the following text, 
focusing on Monatic. 

Brand equity: At Monatic styling is not too prioritized to cut down costs. This 
may lead to that some customers may be lost. We think it is important with 
renewal of the products to keep the sales at targeted levels. This has been done 
by the introduction of the C² to attract younger people. We think this new brand 
is good for Monatic and we think Monatic should do more of this new styling 
and perhaps offer more alternative fabrics for the C² brand. 

Financial strength: Monatic has a large market share within its segment on the 
domestic market and have financial strength. This gives a unique chance of 
challenging international markets facing small countries. We think some sub 
Saharan markets should be of high interest to enter.  

Foreign presence: Monatic has a quite large proportion of international sales but 
not all of the sales are branded products. Greater sales volumes can be achieved 
through a well-organized distribution system and a strong international network 
of customers and suppliers. This can be managed through a business-to-business 
management system that will tie the customer closer to Monatic. It is also 
important to “step into the customers shoes” to see what makes the customer 
satisfied. The relationship should be a win-win situation of course and 
unprofitable customers must be dropped if they do not have any growth potential.  

Sustainable advantage: Monatic’s brands are positioned as good quality; the 
brand serves unique niches like the wealthiest part of the population. Imported 
suits are a threat on the domestic market. Monatic should have a strategy to gain 
competitive advantage over those through effective marketing. Monatic’s current 
marketing efforts are sponsoring of sports, advertising in magazines, fashion 
shows, advertisement on billboards and posters in shops. There has also have 
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been some efforts of strategic co-branding. We think it is important for Monatic 
to strengthen its brand name to be more competitive on the market; building up 
the brand name would tie customers closer to the company and this in turn leads 
to loyal customers and better profits. Our opinion is that it is important that 
Monatic continues with its marketing activities and also participates in fashion 
shows overseas to make the brand global. Monatic does not put too much money 
into marketing campaigns because they do not have enough resources and aims 
to cut these costs down. If the marketing activities must be decreased to cut down 
costs those activities that are considered too unsuccessful must be the first to go. 
The marketing efforts should target the customer segment that Monatic is 
focused on. This segment is the “rich and famous people” according to Mr. 
Buckingham. Marketing activities should be focused on creating a positive image 
in these customers’ minds. Monatic is aiming at customer of the upper segment 
but is presently in the middle segment globally. Monatic does not make any 
handmade stitching which the upper segments require and the company has no 
wish in starting with handmade stitching. 

One way of creating a good image of the product in the customers’ minds is by 
opening their own stores. This has been done in Johannesburg as a trial and if 
this turns out to be good more stores could be opened in for example Cape Town 
and in the future even overseas. By opening their own stores, the store interiors 
are part of the image as well as the entire atmosphere and personnel. The 
experience for the end customer must be a joyful shopping experience that will 
be remembered.  

The package is important because this is the first impression for the end 
customer. Monatic has special plastic bags with the brand name printed on it. We 
think this is a good strategy and something the company should consider when 
going international as well. When exporting garments of the Monatic brand to the 
US it would be good with exclusive packages with the brand printed on it, this 
would help create a good image of the brand. 

We think web based showrooms would be good for Monatic to make people pay 
attention to Monatic’s own brands overseas. It would be a good marketing tool 
for the company image and the brand image. The company would also get an 
image of being modern and to have good reliability. This would not be a too 
expensive investment because the patterns are already digitalized. 
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8.4 MARKET STRATEGIES 

As we mentioned earlier Monatic sees their competition on the world market in 
for of countries.  In relation to them South Africa can be said to be positioned in 
the following way: 

 

 

 

 

 

 

 

 

 

 

Figure 8-3: Market positioning on the global market  

                    (modified from PYXIS capital management, 2000) 
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producers to gain a position of power. Therefore Monatic should position their 
offer and competence in a way that gives them the upper hand.  

Monatic can gain advantages over its competitors in two ways: the problem 
solving strategy (the function and appearance of the product) and the strategy to 
transfer problem solutions such as deliveries and knowledge. These two possible 
ways to gain advantage is comprised of two dimensions: the customer’s general 
need and the customer’s specific need (Hammarkvist et al, 1982). 

Problem solving strategy 

Monatic’s strategy to solve the customer’s problem will determine what kind of 
relationship they will have with their customers. Through analyzing Monatic’s 
problem solving strategy we can determine with a cross were Monatic’s position 
is. This is illustrated in the figure below. 

 

 

 

 

 

 

 

 

 

Figure 8-4: Problem solving strategy at Monatic 
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producer or a high quality producer of tailored garments. It is not so much that 
the company cannot decide, they have already made their decision that they want 
to be the latter mentioned, but the customers expect them to be a low-cost 
producer of their geographical situation. Another factor that affects the business 
is that the supply is twice as big as the demand. This leads to that the customers 
have a great power and the price pressure is starting. We think it is important that 
Monatic is clear in their niche and to make an effort to find the right customers 
and then tie them closer with all means possible. We believe that competitive 
advantage can be gained by improved design of Monatic’s own brands. Monatic 
is very much a customer adjuster when it comes to producing the customers’ own 
house brands. This leads to an erosion of Monatic’s own brands and this is 
something we think Monatic must avoid doing in the future. Some customer 
adjustment strategies are still necessary to meet the demand of the market. We 
believe Monatic should listen to the customer’s desires when developing their 
own products. We think Monatic should aim at being a customer developer. 

Transfer strategy 

Monatic’s strategy to transfer its problem solutions, figure 8-5, is just as 
important as its strategy to come up with the solutions. Here we will discuss the 
transfer strategy much in the same way as we did with the model concerning the 
problem solution strategy.   

 

 

 

 

 

 

 

 

 

Figure 8-5: Transfer strategy at Monatic 
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since different styles of clothing have a rather short expiration date. It will not do 
to deliver the winter collection a month too late. We find it a bit doubt full that 
large competitive advantages can be gained with logistics strategy since the 
prerequisites are rather slim. But on the other hand big competitive disadvantages 
can be the result if the conditions is not met. It is very likely that Monatic will 
have to have the customer adaptation strategy to deal with the customers in an 
individual way, which is something Monatic currently is doing. This means to 
meet the customer’s need of a supplier that can adapt to their needs since they 
both produce for a domestic and international market. We also believe that 
competitive advantages could be gained even more through the customer 
integration strategy through offering the customer extra support. The customer 
support could be improved through more advanced IT-facilities. It does not seem 
to be time for Monatic to automatically have their raw material stock filled up 
because they have specialized products that are not standard products. We think 
it would be favorable for Monatic to have a system where the customer can enter 
and track their order and see what products that are available at different depoes 
so that the customers more easily can make additional orders. By making it easier 
for the customer by letting them access the right information the customer is tied 
closer to the company and obtain competitive advantage. We think this system 
must be implemented sooner rather than later. It would look better if Monatic 
makes their customers feel important and to offer them a service instead of 
waiting too long to implement the systems and fall behind their competitors.  

We believe that an online order system for additional orders from depoes and a 
system for tracking orders eventually will be demanded by the more IT- 
advanced customers. By investing in these kinds of systems there is much to gain 
in customer loyalty. It becomes more difficult for the customer to change 
supplier the tighter the relation is between customer and supplier. The systems 
would connect Monatic to the global market by creating a greater geographical 
reach. The advantages of the system would give added value to the customers 
and create a good company image. Furthermore the value-chain would become 
more efficient when the systems facilitate the communications and the 
management of inventories, sales execution and distribution and this would in the 
end lead to a cost reduction. Because e-commerce is likely to spread globally and 
grow rapidly it is important to not lag behind but to be ahead of competitors. We 
think it is wise that Monatic installs a tracking system and online order system 
soon to gain competitive advantage.  

When it comes to a system that is open for customers, there are some computer 
security considerations to be made. At the moment the computer systems at 
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Monatic are very well protected since there is only one gateway in and a lot of 
firewalls for protection. If Monatic would give their customers access to a 
tracking system, the security systems must change. A solution to this problem is 
to export the information to outside the system where the clients can access it. 
Another solution is a tight access control with password autentification. 

The computer network system at Monatic is of 100 Kbit/s. As for the current 
usage of the network we think this speed is satisfactory. If Monatic would invest 
in a business-to-business solution, communications would improve if the 
network were upgraded. Monatic uses many different kinds of computerized 
management systems. We think it would be wise for Monatic to integrate the 
systems in the future when new modules are to be added. As for now the systems 
seems to be running smoothly. 

8.5 MARKET ORGANIZATION 

The shadowed export channels in the figure below shows which market channels 
are used by Monatic. Monatic uses direct export when they sell directly to a 
buyer in a foreign market area. This is only practical in specific cases. Monatic 
has sales offices in South Africa and is currently establishing one in Los Angeles 
in the US. We believe this gives Monatic better chances of supervision of sales 
and marketing activities in the area. It also gives them a great opportunity to 
learn more about this, for them, new market. We believe that Monatic’s presence 
on the US market will make the American customers a bit more comfortable with 
doing business with South Africa.  

In addition to the above mentioned market channels, Monatic also has different 
agents. The agents have the ability to show different fabrics to customers and the 
sales process becomes personal. Customer often wants to see and feel the 
material therefore we think distribution through agents is necessary. Monatic is 
active on many different markets and most of them are rather small since they 
consist of poor sub Saharan countries. It would be too resource demanding for 
Monatic to sell to each and every client directly. Also the agents know their 
home markets, which means that they keep Monatic up to speed on what is going 
on without Monatic having to actively gather the data. Since the agents work on 
commission it is in their interest that business is going well. If a customer is 
having problems of some sort and are unable to pay Monatic wi ll get directly 
involved and do what they can to sort out the problem. Also if a client comes to 
Cape Town Monatic will make sure that he is taken out to dinner or some other 
social function. In this way Monatic forms valuable personal ties that we believe  
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helps keep the customer loyal and a bit less reluctant to confess to financial 
difficulties before it is to late. 

Many of the customers prefer to conduct business through agents although a lot 
of them prefer doing business with the manufacturer. Therefore we think it is 
wise of Monatic to open a sales office in the US to keep a closer contact to the 
customers. 

 

 

 

 

 

 

 

 

 

Figure 8-6: Export Market Channels used by Monatic  
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9 CONCLUSIONS AND RECOMMENDATIONS 
In this last chapter we will present our conclusions and recommendations about 
how Monatic can improve their export strategies. 

9.1 CONCLUSIONS 

Monatic has been exporting for many years to the UK and countries of the 
African continent. The management team has an interest in going international 
with the company’s products. We believe Monatic has a healthy attitude towards 
exports and that the export maturity is high. Monatic seem very well aware of 
what kind of opportunities that exist on the different markets. The domestic 
market has been shrinking during the past years due to foreign brands entering 
the liberalized market and entering new markets has become inevitable. 

The South African market is growing according to Monatic’s customers and we 
believe this market should be further penetrated to form a solid domestic market 
presence. We believe it is vital to have a well-established position on the 
domestic market to be a successful exporter. In the SWOT-analysis we presented 
different strategies concerning the company’s inside and outside perspectives. 
One of the strategies in the SWOT–analysis was to improve the competence 
among the workers at Monatic by using the fact that they are a black 
empowerment company to educate their staff both in social and industry related 
skills. In this way Monatic would secure the core competence within the 
business. 

The Sub Saharan market is the only market to which Monatic is currently 
exporting their own brands. It is branded sales that give the largest profits. The 
African market is rather complex due to cultural differences and lack of 
infrastructure but Monatic has had the experience of exporting to these countries 
for some time and therefore a competitive advantage compared to other exporters 
to the African continent. 

The UK market is stagnant at the moment and the only thing to do is to wait until 
the economy will recuperate in Europe. One of the strategies in the SWOT-
analysis is to strike deals in Rands, in this way Monatic can avoid the blow of 
currency fluctuations. The profit is often dependent on the currency and some 
deals may not give any profit because the rand is strong compared to other 
currencies. This problem also concerns Monatic’s other markets. We believe 
Monatic’s long relation with Marchpole must be maintained with maintenance 
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strategies that will strengthen the business relation. It is important for Monatic to 
have strong customer relationship to secure their future success on the market. 
Strong customer relationship makes it difficult for outsiders to overtake 
customers.  

The US market seems to be a great opportunity for Monatic and the possibilities 
are infinite. This is the market that is currently getting the most attention. The 
sales office in Los Angeles will make Monatic closer to its US customers, which 
we think is very good. The current strategies here will be to establish close 
customer relations. The SWOT-analysis concluded that Monatic have to use the 
advantages that AGOA and DCCs presents the company with to position and 
develop themselves away from low cost producers. By entering the US market 
with the right products and well-positioned products we believe that the threats 
of low costs competitors, like for from example China, would decrease. It is 
important for Monatic to be in the right customer segment and should choose 
their customers accordingly. Careful positioning in the top consumer segment 
would attract a different customer group other than low cost producers.  

We think it is too resource demanding and risky to enter several markets at the 
same time. Monatic should concentrate on the US market at the moment. On the 
other hand Monatic should start establishing contacts on other markets so that 
when an opportunity comes the company is ready for it. We believe it is good to 
spread the risks on different markets. But a relatively high level of marketing 
effort and resources must be devoted to penetrating the selected markets. First 
after a strong position has been reached on the existing markets, new markets 
should be entered. 

Monatic’s current customer strategy is to not take on too large customers. It 
seems very tempting to take big orders but the capacity of the factory is not high 
enough for mass production. To be able to meet this demand from customers 
Monatic would have to outsource their bulk production. In the SWOT-analysis 
we suggested that the bulk production should be moved to China. This approach 
is also somewhat in conflict with Monatic’s urge to be a designer house serving 
the top consumers. Monatic has not made up their mind of weather to be a mass 
producer or a designer house. The question is if Monatic has to be either of these 
two or if it is possible to be a little bit of both. It is by slimming production that 
largest profits can be saved and getting lower costs does not necessarily mean 
being a low cost producer. The design and quality is what the customer will pay 
for and country of origin has little impact on the customer’s choice if the 
customer trusts the brand name. To be successful as clothing manufacturer we 
believe it is important to have a strong brand name on the market. We believe 
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Monatic must strengthen their brand name through different branding strategies 
to be more competitive. A brand is not just a label it is much more. For the 
customer the brand represents a lifestyle and a certain atmosphere surrounding it. 
To associate this surrounding atmosphere the brands must be presented in a 
certain environment that represents this atmosphere. In the clothing business this 
would be conducted through a brand store with exclusive interiors that make the 
customers feel special.  

The market organization is currently organized with agents and direct contact 
with customers. Some customers prefer doing business with the agent and some 
prefer doing business with manufacturer. We believe it is important that the 
salesman is close to the customer because the customer often wants to see and 
feel the material. Monatic often invites customers to Cape Town or travels to 
visit them. By establishing the office in Los Angeles, Monatic is close to its US 
customers, which we think is important. The previously mentioned SWOT-
analysis concludes that differentiation from competitors will apart from 
positioning activities be accomplished through sound finances meaning that 
efforts must be distributed in the most optimal way. To optimize the customer 
base we believe Monatic must categorize their customers into a classification 
system that will be further described in the chapter of recommendations.  

As earlier mentioned in the SWOT-strategies, Monatic must use communication 
and planning to reduce the effects of the geographical distance. The geographical 
distance is often a problem because South Africa is so far away from Europe and 
the US. This distance can decrease psychologically by increasing 
communications and planning with customers. We believe that increasing 
communications by the development of IT could facilitate business 
communications and tie the customer closer to its supplier. IT-strategies have 
become more and more important in international business process for 
companies that want to keep and strengthen its position on the market. The fast 
development of IT and decreasing prices of electronics has created opportunities 
to develop IT of the business. IT makes it possible to increase the company’s 
international competitiveness and create new business relations both nationally 
and overseas. We think Monatic has the perfect opportunity to increase their 
competitiveness on the international market. The customers of today demand 
well established communication paths to fast and simple make orders. The goal is 
to increase efficiency and lower costs and at the same time improve the customer 
relation. The companies that do not keep up will gradually be pushed out of the 
market. 
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9.2 RECOMMENDATIONS 

There are different strategies that we suggest Monatic can do. As we mentioned 
earlier in the SWOT-analysis, we think moving parts of the production to China 
would lower the costs and get better margins. In the SWOT-analysis we have 
mentioned sound finances and positioning as ways to increase competitiveness. It 
is important to cut costs down to be competitive on the price but it is equally 
important to meet the customers demands of design, especially in the fashion 
industry. We believe styling and design must improve to increase 
competitiveness. In this way Monatic can aim at serving the upper customer 
segments. Of course this would be difficult to accomplish with all Monatic’s 
customers. The SWOT-analysis also suggests that by prioritizing the most 
profitable customers the company resources can be used at its maximum. To be 
more competitive on the market we also believe it is important to strengthen the 
brand name and to keep up with technology like IT to not risk lagging behind 
competitors. IT is also a way of increasing communications, which according to 
the SWOT-analysis must be improved. More about these strategies can be read in 
the text below.  

The first mentioned strategy is move bulk production to China. This is a way of 
obtaining large volumes at a low price. China has the knowledge and the 
equipment to make high quality clothing. A business agreement with a Chinese 
producer would lower the production costs. The office in South Africa would act 
as a middleman when exporting to Europe and the US. Pattern making and sales 
expertise would be the core competence needed at the head office in South 
Africa. Also patterns from customers would be handled through the head office. 
The production of garment would be carried out in China. Monatic would send 
patterns and decide what fabrics that would be used and the Chinese factory 
would produce it. One difficulty is the language and cultural issue that must be 
overcome by employing staff that knows both cultures and that can handle the 
communications with the Chinese producers. 

In addition to this we think Monatic should meet the demands of the most 
exclusive customer segments. This would mean making a lot of efforts in design 
and quality of the product and an investment in customer relations. This strategy 
implies to employ more designers to improve the design of the products. Many 
customers want an improved design of the clothes according to our survey. All 
customers want Monatic to meet their specific needs. This is very costly for 
Monatic. To solve this problem Monatic should offer better service to customers 
that on long-term can generate large profits. The customers that on long-term can 
generate large profits are existing large customers or small customers that have a 
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potential to grow. We think Monatic has to categorize the customers into a 
classification system. The customers will be divided into three categories; ”key 
customers”, ”growing customers” and ”small customers”. The key customers are 
the most profitable ones and those are the customers Monatic should prioritize 
first and foremost. The growing customers are potentially profitable customers to 
keep and have potential to be key customers. Small customers have smaller 
volumes and do not need so much energy from Monatic. It costs too much to 
make the same efforts on all the customers. To determine the key customers 
Monatic can measure the growth potential for each customer by determine the 
size of orders and yearly sales to each customer. This list of customers must be 
updated frequently. To improve the customer relation we think a development of 
the company homepage would be good. It is the handlings of customers by web-
orders that can make the customer relation improve. The customers would feel 
more professionally treated and the flow of orders would improve. An effort of 
making it possible to make orders on the home page would decrease the 
workload of sales staff when orders and information about customers is put into 
one place. The home page should be easy to use and maintain. Every larger 
customer should be able to log in and make orders and get an order confirmation. 
They should also be able to track orders and see how far it has come in the 
production and distribution process. Log in should be made through a safe 
connection. No documents should be read or altered by a third party. Today 
patterns are emailed and with a construction on the company home page the 
customers can upload patterns directly on the home page. This makes it easier to 
keep track of the different customers. An example of an IT-solution is presented 
in appendix 4. 

To gain better competitiveness on the market it is essential for Monatic to 
strengthen the brand name. This can be achieved through establishing their own 
shops. By establishing their own shops their clothes will gain a deeper dimension 
of image. The interior of the shop should give an atmosphere of a certain lifestyle 
associated with that particular brand. The shop will give the customers personal 
service that would make them choose them instead of chain stores like 
Woolworth or Truworths. The service would include adjustments to make perfect 
fit. An additional way of strengthening the brand name is to avoid producing 
house brand that weakens Monatic’s own brands. The package is also very 
important when creating a good image of the brand and this is something we 
think Monatic should continue to develop for all its markets.  

The market strategies on the South African market should be to strengthen their 
position by considering establishment of their own shops and strengthen their 
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brand name as previously mentioned. The UK market is not very favorable at the 
moment and Monatic should focus on keeping the profit that can be had at the 
moment. It is of course good to increase competitiveness by building a closer 
relationship with Marchpole to be able to make more garments for them. This 
may be accomplished by installing a product tracking system with web side 
orders. The market strategies on the Sub Saharan market should be to keep their 
current strategy and harvest what they can. It seems risky to expand further and 
the optimal market size seems to be obtained already. The US market seems to be 
very promising and a great opportunity for Monatic. Here it is important to form 
close relationships with customers and this market would also be favored by the 
implementation of web side orders and product tracking system. We think it is 
wise of Monatic to form a sales office in the US to keep close to the customers. 
Over all markets and especially the overseas markets it would be profitable to 
lower production costs by outsource some of the production to a Chinese 
producer. In the future Monatic must overweigh the option to open their own 
shops overseas to further strengthen their brand name. As a summary of our 
recommendations we present the following figure of our seven different 
measures of improvement: 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 9-1: Summary of recommendations   
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Source: http://www.cia.gov , 2003 

Figure A: 1 Africa facts  

History 

South Africa has archaeological sites contain evidence of very early human 
settlement. For most of the past 100 000 years, the region has been occupied by 
small mobile groups of hunter-gatherers, called Sun, who are the earliest known 
population of South Africa. Closely related to the Sun were the khoikhoi, the sun 
and the khoikhoi together go under the name khoisan. The khoikhoi had been in 
contact with more northern African tribes and had learned animal husbandry. 
About 1 500 years ago, immigrant Bantu-speakers began to work the soil. The 
acquisition metallurgical skills at about the same time gave the tribes an 
additional valuable trading commodity and greater military potential. 
(http://www.facts.com, 2003) 

When the Europeans reached the south of Africa, it was far from an uninhabited 
land. The first to reach the Cape of Good Hope where the Portuguese, who 
arrived in 1488. Permanent white settlement did however not begin until 1652 
when the Dutch East India Company established a provisioning station on the 
Cape. The provision station soon developed in to a colony. French and German 
immigrants later increased the white population. The white community then 
came to develop a culture of their own. Collectively they form the Afrikaner 
segment of today's South African population. The establishment of these 
settlements had far-reaching social and political effects on the groups already 

• Area: 1,219,912 sq km 
• Natural resources: gold, chromium, antimony, coal, iron ore, manganese, 

nickel, phosphates, tin, uranium, gem diamonds, platinum, copper, vanadium, 
salt, natural gas  

• Climate mostly semiarid; subtropical along east coast; sunny days, cool nights  
• Population; 43,2 million 
• Ethnic groups: black 75.2%, white 13.6%, Colored 8.6%, Indian 2.6%  
• Language: 11 official languages, including Afrikaans, English, Ndebele, Pedi, 

Sotho, Swazi, Tsonga, Tswana, Venda, Xhosa, Zulu  
• Religions: Christian 68% (includes most whites and Coloreds, about 60% of 

blacks and about 40% of Indians), Muslim 2%, Hindu 1.5% (60% of Indians), 
indigenous beliefs and animist 28.5%  

• Life expectancy at birth total population:51.1 years 
male:50.41 years 
female:51.81 years (2000 est.) 

• GDP - per capita: $9,400 (2001 est.)  
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settled in the area and led to upheaval in these societies and the subjugation of 
their people. The khoisan where decimated by smallpox and what was left of 
them where used as servants. The Dutch East India Company need labor and 
there for they imported slaves from their Eastern Empire, and from regions on 
both sides of Africa, within the first decade of settlement. The Cape soon became 
a society composed of distinct and unequal legal groups. Whites would retain this 
status for three-and-a-half centuries, despite various attempts to emancipate the 
discriminated over the years. (http://www.state.gov, 2003) 

By 1779, European settlements, in the form of Afrikaner farmers (Boers), 
extended throughout the southern part of the Cape and east toward the Great Fish 
River. The Dutch authorities and the Xhosa fought the first frontier war here it 
resulted in the Xhosas giving up land. During the French revolutionary wars, in 
1795, the British gained control of the Cape of Good Hope. British settlement 
and rule marked the beginning of a long conflict between the Afrikaners and the 
English. During a short period of time 1803-1806 the Dutch regained control 
over South Africa. But in 1806 the British gained final control. 
(http://www.state.gov, 2003)    

The British made several changes due to native friendly winds in Britain. The 
servants where given certain rights and slavery was abolished in 1833. This was 
something that was not appreciated by the Boers. Due to this and their lust after 
land lead to what is known as the Great Trek. 15000 Boers left the colony and 
headed north, northeast to find new land beyond British control. This movement 
brought the Boers into contact and conflict with several African groups in the 
area, the most formidable of which were the Zulus. In 1852 and 1854, the 
independent Boer Republics of the Transvaal and Orange Free State were 
created. During this period the Cape colony gained more independence, which 
was finalized in 1872. The Zulus, nonetheless, remained a potent force, defeating 
the British in the historic battle of Isandhlwana before themselves being finally 
conquered in 1879. (http://www.ne.se, 2003)  

Relations between the republics and the British Government were strained. The 
discovery of diamonds at Kimberley in 1870 and the discovery of large gold 
deposits in the Witwatersrand region of the Transvaal in 1886 caused a big 
change in South Africa’s economy. There was a major increase in European 
immigration (mainly British) and investment.  The white population tripled 
during a period of 25 years. There was an increased need for workers and many 
blacks also moved into the area to work in the mines and farms. The British in 
Natal hired a lot of Asian workers to the sugarcane plantation. Many of them 
stayed in South Africa. (http://www.ne.se, 2003)  
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Boer reactions to the immigration and British political intrigues led to the Anglo-
Boer Wars of 1880-81 and 1899-1902. British forces prevailed in the conflict, 
and the republics were incorporated into the British Empire. The Boers, having 
lost the war, won the peace. The two former Boer republics where given a rather 
large amount of independence and the Afrikaners would in the future come to 
dominate the political scene in South Africa for quite some time. In May 1910, 
the republics and the British colonies of the Cape and Natal were joined and 
formed the Union of South Africa, a self-governing dominion of the British 
Empire. The Union's constitution kept all political power in the hands of whites 
(predominantly Afrikaner). (http://www.state.gov, 2003) 

The union’s first Prime Minister Louis Botha and his right hand man Smuts, had 
both been on the Dutch side during the Boer Wars. Now they meant to patch up 
the relationships within the white population. Their political efforts also targeted 
the black population. Botha and Smuts wanted to segregate the Africans and 
created the Natives Land Act, which made it impossible for Africans to own land 
outside reserved areas, called Native Reserves. These Native Reserves comprised 
about seven percent of the union’s land for two thirds of its population. 
(http://www.ne.se, 2003) 

In 1912, the South Africa Native National Congress was formed in Bloemfontein 
and eventually became known as the African National Congress (ANC). Its goals 
were the elimination of restrictions based on color, that black people should be 
given the right to vote and that there should be parliamentary representation for 
blacks. Despite these efforts the government continued to pass laws severely 
limiting the rights and freedoms of blacks (http://www.state.gov, 2003). During 
the Second World War South Africa actively participated on the side of the 
allied, even though many Afrikaner would have preferred the other side.  During 
the years of war the country was rapidly industrialized. African labor streamed 
into the cities looking for work. This combined with the forming of ANC 
increased the whites fear for “the black danger”. In 1948, the National Party (NP) 
won the all-white elections and began passing legislation codifying and enforcing 
an even stricter policy of white domination and racial separation known as 
apartheid. The NP spent the following twenty years enforcing its program, which 
among other things meant prohibition of mixed marriages, a separate education 
system for Africans and living segregation. In the early 1960s, following protest 
in Sharpeville in which 69 protesters were killed by police and 180 injured, the 
ANC and Pan-African Congress (PAC) were banned. Nelson Mandela and many 
other anti-apartheid leaders were convicted and imprisoned on charges of 
treason. The international opinion, in and outside UN, turned against South 
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Africa’s racial politics. When Great Britain’s Prime Minister joined the critics, 
South Africa responded with leaving the commonwealth and declaring itself a 
republic. During the increasing international isolation the NP went on with its 
program, now millions of Africans where compulsory transferred to so-called 
homelands. This in part to further segregate the Africans but also to divide them 
through encouraging tribe loyalty (http://www.ne.se, 2003). 

In the 1970-ties combined forces (international sanctions, native resistance, lower 
gold prices, etc) started to influence the government of South Africa. Even 
among the white community one started to realize that apartheid was not the 
answer. Some of the more petty racial laws where abolished. In 1989 when F.W. 
de Klerk was elected Prime Minister negotiations with ANC started. Mandela 
was released and the more serious racial acts abolished. The country's first 
nonracial elections were held on April 1994, resulting in the installation of 
Nelson Mandela as president. During Nelson Mandela's 5-year term as President 
of South Africa, the government committed itself to reforming the country. The 
ANC-led government focused on social issues that were neglected during the 
apartheid era such as unemployment, housing shortages, and crime. Mandela's 
administration began to reintroduce South Africa into the global economy by 
implementing a market-driven economic plan (GEAR). In order to heal the 
wounds created by apartheid, the government created the Truth and 
Reconciliation Committee (TRC) under the leadership of Archbishop Desmond 
Tutu. In June 1999, Nelson Mandela retired and Thabo Mbeki was elected 
President of South Africa (http://www.state.gov, 2003).  

People  

South Africa has an estimated population of 43.2 million. South African law 
divided the population into four major racial categories until 1991: Africans 
(black), whites, coloreds, and Asians. The law has been abolished but many 
South Africans still view themselves and each other according to these 
categories. About 75% of the population comprise of Africans and are divided 
into a number of different ethnic groups. Whites comprise about 14% of the 
population. They are primarily descendants of Dutch, French, English, and 
German settlers. Mixed-race people are called coloreds and they are primarily 
descending from the earliest settlers and the indigenous peoples. They comprise 
about 9% of the total population. Asians descend from Indian workers constitute 
about 2% of the population and are concentrated in the KwaZulu-Natal Province. 
(http://www.state.gov, 2003) 
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Education  

Education is going through a lot of changes. Under the apartheid system schools 
were segregated, and the quantity and quality of education varied significantly 
across racial groups. Although the laws governing this segregation have been 
abolished, the long and strenuous process of restructuring the country's 
educational system still has a long way to go. The goal is to create a single 
nondiscriminatory, nonracial system that offers the same standards of education 
to all people. There has been a significant increase in education expenditure 
under the post-apartheid democratic Government, from R31,8 billion in 1994 to 
R51,1 billion in 2000. At almost 6% of gross domestic product, South Africa has 
one of the highest rates of government investment in education in the world. 
According to the Bill of Rights contained in the Constitution of the Republic of 
South Africa, 1996 (Act 108 of 1996), everyone has the right to a basic 
education, including adult basic education and further education, which the State, 
through reasonable measures, must make progressively available and accessible. 
(http://www.gov.za, 2003) 

Religion 

Almost 80% of South Africa's population adhere to the Christian faith. Other 
major religious groups are the Hindus, Muslims and Jews. A minority of South 
Africa's population does not belong to any of the major religions, but regard 
themselves as traditionalists or of no specific religious affiliation. Freedom of 
worship is guaranteed by the Constitution, and official policy is one of 
noninterference in religious practices. (http://www.gov.za, 2003) 

GeogRaphy  

The Republic of South Africa occupies the southernmost part of the African 
continent, stretching latitudinally from 22° to 35° S and longitudinally from 17° 
to 33° E. Its surface area is 1 219 090 km2. It has common boundaries with the 
republics of Namibia, Botswana and Zimbabwe, while the Republic of 
Mozambique and the Kingdom of Swaziland lie to the northeast. Completely 
enclosed by South African territory in the southeast is the mountain kingdom of 
Lesotho. To the west, south and east, South Africa borders on the Atlantic and 
Indian oceans and has a long coastline of about 3 000 km. This coastline is swept 
by two major ocean currents  the warm south-flowing Mozambique-Agulhas 
Current and the cold Benguela. The former skirts the east and south coasts as far 
as Cape Agulhas, while the Benguela Current flows northwards along the west 
coast as far as southern Angola. The contrast in temperature between these two 
currents partly accounts for important differences in climate and vegetation 
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between the east and west coasts of South Africa. It also causes big differences in 
marine life. The cold waters of the West Coast are much richer in oxygen, 
nitrates, phosphates and plankton than those of the East Coast. Consequently, the 
South African fishing industry is centered on the West Coast. Isolated, 1 920 km 
southeast of Cape Town in the Atlantic, lie Prince Edward and Marion islands, 
annexed by South Africa in 1947. (http://www.gov.za, 2003) 
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APPENDIX 2: ORGANIZATION SCHEME OF THE 

HOUSE OF MONATIC 
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Figure A-3: Organization Scheme of the House of Monatic 
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APPENDIX 3: INTERVIEW QUESTIONS  
Examples of Interview questions 

The relationship to Brimstone 

• How do you go about getting financing from Brimstone? Have you 
had any problems in this area? 

• Does Brimstone use Monatics profit to finance for instance Cravateur? 

• Does Brimstone control the final major decisions at Monatic?  

• Do you have available risk capital? 

• Do you have possibilities to get financial reinforcement via loans, sale 
of assets and so on? 

• Does the company have the ability to create the financial space for 
future efforts? 

• For how long have you been profitable? 

 

Effects of the political change 

• What happened to your sales in South Africa after the political 
change? 

• Why did this happen?  

• How has your export increased/ decreased over the years since the 
political change? 

• Have the political change had other effects on your company? 

 

Effects of the economy 

• How has the downturn in the economy affected your company in 
terms of sales, profit and amount of export? 

• How has the fluctuation in currency affected your export (profit, 
volume, opportunities and so on)? 

• How is your company affected by the strengthening of the ZAR? 
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The DCCs 

• In what way does your company take advantage of the DCCs (Duty 
Credit Certificate)?  

• How much did you make last year on the sales of DCCs? 

• The US market and the DCCs, what of it? 

• Have you had any problems concerning the rules and paperwork 
surroundings the DCCs? 

• The DCC are to remain until 2005, what then? 

 

Marketing 

• How much do you spend on marketing? 

• What are your marketing efforts? 

 

Export markets and incentives    

• Which are your most profitable markets? Why? 

• What are the value/profits from exported gods (all in all and per 
market)? 

• What are the value/profits of sales in South Africa?  

• Do you export different kinds of clothes to different markets? 

• What are your suggestions for improving export (profitability, volume 
and so on)? 

• How has the joining of the EU Free Trade Agreement affected the 
company? 

• How does the AGOA effect you? 

• What did the export to the US look like before this (prior to 2000)? 

 

Additional questions 

• How much make to measure do you do, percentage of total volume 
(neglectable?)? 



3 

• How come you have Yves Saint Laurent? 

• What is going on with this brand? 

• What are the average commission of the agents? 

• Are your African credit terms the same as your competitors? 

• What does your market share look like?  

• How do you secure payment? 

• Have you experienced problems in this area? If so how did you 
resolve them? 

• What is your strategy concerning payment and the relationship with 
the customer? 

• How does the company protect itself from currency fluctuations when 
it comes to export?    
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APPENDIX 4: IT-SOLUTION 
A company named Askås at Säffle in Sweden, has a ready-made customer 
system with a private login-function that costs 24 000 Rand and the work fee is 
550 Rand per hour to alter the system. (www.askas.com, 2003) 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 

 

     Figure A-4: Login system 

The company homepage should remain as earlier except for the login function. 
After the customer has logged in he or she can choose between going into 
”orders inputted”, ”new order”, ”messages” or ”questions”. If the customers 
clicks on ”orders inputted” the orders shows and if the customer clicks on the 
”order status” for the specific order the status of the current order is shown. If the 
customer clicks further onto ”order history”, the date history is shown of what 
has happened to the orders. The sales person updates this manually.  

If the customer clicks on ”new order” a form is shown to fill in specifications and 
upload patterns. After that the customer pressed the sent-button a window is 
shown that the order is confirmed. In the ”message” there is space to write 
messages between the customer and the company for example questions about 
wrong delivery. If the customer clicks on questions a link is shown of the sales 
persons name and e-mail address. This is a suggestion of how the system can 
work and this is preliminary and can of course be altered. 

Askås makes the system in two phases that is made at the same time. The first 
phase is a system that enables discussions between customer and sales manager 
through the homepage. (www.askas.com, 2003) 
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The second phase implies that the customer can enter orders by filling in ready-
made fields and upload patterns. The order is put on a list and the sales manager 
can administer the order through a special interface. In the web-based 
administrator interface a function is put where the sales managers can administer 
information about the customers and add/ erase customers. Orders and 
information about customers is stored in a My SQL-database. The development 
time for this entire system is estimated to be 30 hours. (www.askas.com, 2003) 

 



1 

APPENDIX 5: QUESTIONS TO MONATIC’S 

CUSTOMERS 
1. What is your personal name? ________________ 
 
2. What is your position at your company? ___________________ 
 
3. What is the name of your company? ____________________ 
 
4. How satisfied are you with your relationship to Monatic? 
 

q Very content 
q Content 
q Neutral 
q Discontent 
q Very discontent  

 
5. In what areas would you like Monatic to improve? 
 

q Improved design of Monatic’s own brands 
q Better IT-communication that enables customers to track orders, 

enables customers to see what is in stock and make online orders. 
q More social activities 
q Shorter lead-time on additional orders 
q Closer relationship in development of design 
q Improved quality 
q Better precision of delivery-time 
q Other:_________________ 

 
6. Would you like a closer relationship with Monatic? 
 

q Yes 
q No 

 
7. Do you actively search for new suppliers? 
 

q Yes 
q No 

 
8. Do you prefer to do your business through an agent, a wholesaler or 
directly with the manufacturer? 
 

q I prefer doing business with an agent 
q I prefer doing business with a wholesaler 
q I prefer doing business with the manufacturer 

 



2 

9. Do you search for new design or do you want to develop the design 
with your current suppliers? 
 

q Search for new design 
q Develop design with current suppliers 

 
10. Do Monatic make your house brands or do you buy Monatic's 
brands? 
 

q Buys Monatic's brands 
q Buys house brands 

 
11. Which qualities made you choose Monatic? 

q Financial stability 
q Short lead-time on additional orders 
q Good price 
q Good quality 
q Good precision of delivery 
q Exclusive design 
q Other:_______________ 

 
12. How did you first hear of Monatic? 
 

q Word of mouth 
q Fashion show 
q Monatic contacted me 
q Article in magazine or newspaper 
q Advertisement 
q Other:_______________ 

 
13. What is most important when you find a new supplier? 
 

q Price 
q Design 
q Volume capacity 
q Financial status 
q Quality, delivery precision 
q Reliability 
q Other:_______________ 

 
14. How has your retail market been during the past five years? 
 

q Growing 
q Stagnant 
q Declining 
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15. How do you see your retail market developing in the next five years? 
 

q Growing 
q Stagnant 
q Declining 

 
Submit Reset

 
 
 
 

 


