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Abstract: Problem statement: Persian carpets have long been a major commodityhenworld
market, controlled by the Tehran Carpet Bazaar thiedHamburg Free Harbor. Today about 200
private traders in the Hamburg Free Harbor areamrxpeir carpets to about 10,000 private carpet
traders throughout the world, these being mainlylrahian origin. The case of Persian Carpet
represents one of the most magnificent and poweskamples of ethnic enclave economy in
contemporary worldApproach: This study brought about some in depth knowledgmlitative as
well as quantitative, of how such an ethnic enclesenomy of scale operates, how it reproduced itsel
and how it met the challenges, be it political, dgnaphical or otherfesults. The study showed, that

in spite of major political turbulence in Iran sind 979, the spreading of state controlled trading
companies inside and outside of Iran and increasitegnational market pressure due to the growth of
copying production of Persian carpets in other tes) the Tehran-Hamburg axis remains the core of
this trade-with private Iranian traders occupyihg tlominant position on both sides of the transacti
line. Taking a closer look it became obvious thafparticular, it is Iranian traders of Azarbaidjan
descent who speak “Azari”, a language similar taki&hn, who control the trade in both cities.
Understanding the character and strategies of @gnonomy and ethnic enclave economy this study
concludes, that it was necessary to look beyondnatinih the demarcation of national background and
even ethnic boundaries in a broader sense accotgindnich these phenomena mistakenly had been
attempted to be explaine@onclusion: The engine of ethnic enclave economy cannot be ldphe
without a core, entrance into mainstream economiglwhequired both more than common national
and ethnic background. The challenge for this esgnes how to dissolve from strong ties to more
loose organization based on rationally structuredienof organization. So far, however, the limited
group of traders stick together in order to reniaicontrol of this world-wide billion dollars trade

Key words: Globalization, global trade, world economy, ethairepreneurship, business network,
ethnic network, business clusters, ethnic enclaem@my, ethnicity and “sub-ethnicity”,
business break-out, weak ties and strong ties, SMHfid growth, socio-economic
mobility

INTRODUCTION and historical review (described below) will be get
perspective with the existing knowledge about the
The persistence of the Tehran-Hamburg axis, irdynamics and mechanisms of ethnic economy and
spite of political and market turbulence, as wedl a ethnic enclave economy.
ethnic segregation as the dominant organization
characteristic of the Hamburg Free Harbor, startchsu MATERIAL AND METHODS
milestones in the presented case. Historical ecielen
and statistical data is presented that supportsethe The methodology of the case, with regard to the
points. qualitative parts, has been that of conductingruntevs
The theoretical framework, established below, iswith 17 named interviewees and four who wished to
partly a point of reference and partly the arena/liich ~ remain anonymous (this sample representing more tha
this study’s contribution to theoretical articutatiand 10% of the total population in question) amongst
more comprehensive conceptualization take place. ThPersian carpet traders and their business network i
analysis of the case, based on quantitative an#lamburg. The interviews conducted were partly
qualitative research methods, including desk studieexplorative in nature and partly structured by wayn
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interview guide. Questions and answers were predent modern and more systemic type of international
orally and notes were taken during the interviedsa  integration of immigrant businesses, may be ofveziee
supplement to the qualitative data some quant&ativto our understanding of how immigrant businessemm
statistical data were ordered from Eurostat vidiSies  country are linked to similar business communities
Denmark. To make a comparative investigation andeighboring countries as well as to immigrants’'ntaas
examine the role of the Hamburg Free Harbor “Parsia of origin.
Carpet” traders vis-a-vis lIranian traders in other Internationalization processes are usually undeast
countries the same methodology was used in Denmarks large firm driven, with large firms becoming
and four interviews in Denmark have been conductednternational or global more quickly and more esteely
Three interviewees wished to remain anonymous. Théhan SMEs and with SMEs often being understood only
qualitative part of the case has, finally, beenpsufed  as sub-suppliers to the large, international warits hence
by three additional face-to-face interviews condddan  as reactive rather than proactive.
the Netherlands, with one interviewee wishing to Although this conceptualization seems to captioee t
remain anonymous and three telephone interviews witmain current in the internationalization procebsyé¢ are
former “Persian Carpet” traders in the Hamburg Freestrong indications of a serious large-firm bias tliis
Harbor now residing in the USA: All three wished to standard conceptualization. Small firms may group
participate anonymously. The hames of non-anonymouwgether horizontally in national or internationatworks
interviewees can be found in “Acknowledgment” to gain international competitive strength and aremo
section. proactive role in the restructuring process; or Shitay
be born international rather than sticking to ttendard
DISCUSSION model of local/national growth preceding
internationalization; or SMEs may be embedded in
Theoretical perspectives. The study of Persian carpet international social networks which link togetharce
trade may add to theoretical debates in at leaseth tiny business units at the international scene and
fields: forms of globalization; concept of ethnic sometimes result in surprising semi-standardizatbn
business and the shaping of business relations. certain types of businesses across borders. Assuiadt
The immigrant business phenomenon, which is ofteqproportion of international business is still coohd by
labeled “ethnic business”, has been studied intelysi family firms organized along kinship lif& and through
within the field of economic sociology, particularh the  trading diasporas. Trading diasporas share several
USAP?224 byt one also finds numerous studies whichfeatures, such as strong ethnic identity and mutual
focus on the business and organizational’§id&>*%!  dependence, informal networks based on mutualangt
Moreover, the field clearly benefits from general family reputation and a belief in the utility of dwledge
economic and organizational theory on entreprehgurs from all possible sourcBY. The formation of
small-firm networks and institutional mechanisms ininternational business centers through tradingpdias
organizational lif&%. around the world, such as London, New York, Hong
Traditionally, ethnic businesses start as smatiilfa ~ Kong, Dubai and Hamburg has created supra-national
units, but over the years it is normal, that some-eff of  suppliers of goods and services which through fbeme
larger immigrant controlled companies. In some gase informal business networks function as commeron a
however, particularly in East Asia, immigrant besises financial connection points between immigrant besm
also encompass numerous large firms which may evetcommunities and immigrants’ countries of origin.eTh
dominate economic sectors or entire national ectg®m formation of immigrant business networks across
(cf. Reddings study of Chinese businesses in EsiginA countries can be understood as a “bottom-up”
countries (1990)). And increasingly, the traditioib globalization process, which complements the stahda
educated and poor type of immigrant, is being sulsti  large firm/top-down one.
by the well-educated and wealthy immigrant, paldidy A second theoretical prospective of relevancéito t
in countries like Canada, the USA and Australiaclvhi study concerns the concept of ethnicity. Broadhtest,
are open to this type of immigration. This modetetof  ethnic groups are those groups that “entertairbgestive
migration and immigrant business is more intermaiégn  belief in their common descent because of simiariof
its orientation than the traditional type and ofarch  physical type or of customs or both, or because of
immigrants operate businesses in more than onmemories of colonization and migrati&i: In principle,
country**>*"*% These studies in various parts of theeveryone is ethnic. Geertz suggests a more sttingen
world suggest that both the old type of loose dogpdf  definition of ethnic groups based on the primordi&lor
immigrant businesses across borders, as well as thie “longing not to belong to any other grotip'Between
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these broad and narrow definitions of “ethnic gsfume  the spread of information on new ideas and oppibiesn

is proposed by Yinger, which is subscribed to teed  must come through the weak ties that connect people
defined as “a segment of a larger society whoselbmesn separate clusters ... Hence the strength of weak ties
are thought, by themselves and/or others, to have Weak ties are essential to the flow of informattbat
common origin and to share important segments of @tegrates otherwise disconnected social clustars a
common culture and who, in addition, participate inbroader society”.

shared activities in which the common origin antluce

are significant ingredient8®l. Ethnic business literature RESULTS

tends to define ethnic groups in terms of theieifgm

national origin and as Light suggests “Ethnic ecoies  Historical process of Persian carpet trade: (This part
depend upon ethnicity not national origins for thei is mainly based on the interview with Mr. H. Shagés
boundaries and national origin is just a convenienin “Hamburg Free Harbor” and his four articles “Die
indicator of ethnicity, not the real thiff’. The presented Pioniere des Persischen Teppichhandels, (in English
case here contributes to the understanding of whafhe Pioneers of Persian Carpet Tré&de)official
“Ethnic” means in ethnic businesses. Not only saear publication of the Association of the Iranian Cdrpe
(sub) ethnic business networks, such as those foynd Importers, Verband Iranischer Teppichimporteure
Light in his study of Iranians in Los Angefé5 butalso a  (VIT)). To trace the history of the Persian carjgeto
hierarchy of (sub) ethnic groups from the same tgun follow a path of cultural growth of one of the agwi
and a pattern of overlapping ethnic identities.ifBsthe civilizations. From being simply articles of neeas
study adds a new perspective; that is anotherdurtftove  pure and simple floor entrance coverings to protieet
beyond boundaries of ethnicity and closer to thee co nomadic tribesmen from the cold and damp, the
cluster of individuals or controlling elite, thenier circle, increasing beauty of the carpets attracted new mwne
entrance in which requires ethnic solidarity onky @ kings and noblemen and those who looked for sidgns o
minimum of conditions to be met. Even strongerwids  wealth or adornment for their fine buildings.

be required, as far as the inner circle (the imsidéthin Many people in Iran have invested their entire
the larger ethnic group) through historical streggand wealth in Persian carpets-often referred to agamadn
strategies have established privileged positions. stocks and shares-and there are underground storage

A third theoretical topic of relevance for thedstlis  areas in Tehran's Carpet Bazaar that are full rod fi
that of business relationships within and acrosmiet specimens, kept as investments by shrewd businessme
groups. Granovetter pointed in 1973 to the impaegasf  And for many centuries, the Persian carpet haswede
“weak ties” while “ethnic business” literature segts the international acknowledgement for its artistic spler.
importance of “strong ties” seeing the locationalThus, today, Iran produces more carpets than all th
clustering of immigrant businesses as economiother carpet making centers of the world put togeth
advantagé®. Taken together this literature suggests thafrhe element of luxury with which the Persian caipet
immigrant businesses flourish in close-knit immigra associated today is in marked contrast to its hambl
communities-“the network advantage”™and in economideginning among the nomadic tribes. Then, it was an
sectors where they enjoy a competitive advantagetau article of necessity to protect the tribes from biitgerly
their cultural insight and knowledge-“the cultural cold winters of the country. But out of necessitgsw
competence advantage”. Usually, therefore, immigranborn art. In those early days the size of the dangzes
businesses are strong in city areas where mangften small, being dependent upon the size of ¢hést
immigrants live and in sectors which deal with grdt  or room in which the people lived. Besides being an
loaded goods and services. article of furnishing, the carpet was also a forin o

The issue of the immigrants’ concentration inwriting for the illiterate tribesmen, who wove intioeir
specific economic sectors where they enjoy a catiyget carpets, illustrations of their fortunes and seltsatheir
advantage due to their cultural insight and knogded aspirations and joys. It also came to be usedpaayer
“the cultural competence advantage” can also torn tmat by thousands of Muslim believers.
become a disadvantage due to the fact of redundancy Thus began a process of people handing down their
business contacts “to the extent that they leadgsame  skills to their children. To make a carpet in thass's
people and so provide the same information behgfits required tremendous perseverance. Even when carpet
Therefore concludes Bitin referring to Granovettf  making developed to the stage of workshops, with
“‘information circulates at a high velocity withitnese  several employees working on the same carpet,stava
clusters. Each person tends to know what the pébgple  question of months and often years of work. A key
know. Therefore and this is the insight of the amgat, feature in making the carpets was the bright calisesd
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to form the intricate designs. The manufacture ydsd achievement in carpet making from that era in Rersi
used involved well kept secrets handed down throughistory. Somehow, inspiration steadily began to
the generations. Insects, plants, roots, barksathdr ~ diminish and, as the court became increasingly
substances found outside they were all used by thenpoverished, the quality of the craftsmanship Ineiga
tribesmen. fall away. When Shah Abbas' capital city of Isfahan
Historical (This part is mainly based on “The was sacked in 1722 a magnificent period in theohyst
Science and Art Foundation, by Professor Abba%f not only carpet weaving but also of art itselfwe to
Edalat, Imperial College, London, an end. The great carpet weaving tradition felkidato
http://tehran.stanford.edu) records show that thertc the hands of wandering nomads who had maintained
of Cyrus the Great (Cyrus the Great founded theheir centuries-old traditions and skills, thatdpart
Persian monarchy over 2,500 years ago), was bedeckérom a few centers, principally, Josheghan, Kerman,
with magnificent carpets. Classical tales recoutdvh Mashad and  Azarbaidjan. Even the less
Alexander the Great found carpet of a very finerifab prestigious/lower quality school rugs produced bg t
in a Cyrus tombThe next great period in the history of remaining centers were in danger of being ruinedras
Persian carpets came during the Sassanian dynassrt form by the growing demand of the West in tHd m
from the third to the seventh century AD. By thetlsi nineteenth century for quantity at the expense of
century Persian carpets had won international jgeest quality. Since the first decade of the twentiethtagy
and were being exported to distant lands. The alimaonly a few foreign companies, especially the Bhitis
came with the Safavid dynasty in the sixteenthugnt OCM, known as the East London Company, had
When Shah Ismail occupied the throne in 1499 hexclusive rights to trade in Persian carpets.
began laying the foundation for what was to became By the beginning of the twenty-first century the
national industry that was the envy of surroundinglast Gajarieh monarch was dethroned and Reza Rahlav
countries. The most famous of the kings of this, eracame to the throne. Cheap dyes, low quality wool,
Shah Abbas, more than any one else transformed thehemical washing and even meaningless designs
industry, bringing it from the tents of the wanderi supplied by the European importers almost brouigét t
nomads into the towns and cities. In Isfahan, wiieh industry to its knees. After sporadic and largely
made his capital, he established a royal carpg¢briac  unsuccessful efforts to stop the rot, the goverrimen
and hired artisans to prepare designs to be made lgok drastic action and confiscated the carpetshith
master craftsmen. He charged officers of the crtavn cheap dyes and low quality wool had been used. The
ensure that the integrity of the industry was n@iteéd  dye masters soon came to their senses and thesa beg
and during his reign the art of carpet weaving/kingt new era of revival for the carpet crafts.
once again achieved monumental acclaim. The best The new monarchy took some steps toward
known carpets of the period, dated 1539, come fftmm nationalization of certain industries. One of theps
mosque of Ardebil in Azarbaidjan province and, liet was establishing the “Iran Carpet Company” in 1935,
opinion of many experts, represents the summit ofirstly diminishing and then later abolishing, ttae of
achievement in carpet design. The larger of theisvo foreign companies in the carpet trade, especidléy t
now kept in London's Victoria and Albert Museum British OCM company. It was at this point that the
while the other can be seen at the Los Angles Gountnationalization process began. Reza Pahlavis itkhs
Museum. Shah Abbas also developed the use of golw the creation of a “State Monopoly” on the Parsia
and silver thread in carpet weaving, culminatinghe  carpet trade and gave sole trading rights to than“l
great coronation carpet now held in the Rosenburgarpet Company”. But soon after, following an
Castle, Copenhagen, which has a perfect velvet-likénitiative by a private trader from Tabriz (the dibhi
pile and gleaming gold background. family, described below as one of the “pioneers”,
These carpets were, of course, made for the couhtteaded the delegation), a meeting was set up inameh
and the great nobles and were protected as welhyws and Reza Pahlavi agreed to let private tradersatger
gold treasure. Growing demand from the great royabn equal terms with the “Iran Carpet Compdft}”
courts of Europe for these gold and silver threaded
carpets led to a great export industry. As theText 1. The Pioneers of International Persian
seventeenth century wore on there was an increasin@arpet Trade: The Case of the Ghalichi Family:
demand for luxury and refinement. A set of silkpets ~ Evidence is based on the life story of Mr. Majid
woven to surround the sarcophagus of Shah Abbas [Bhalichi, who was born in 1926 and who became one
achieved such a rare quality that many mistook thenof the Persian carpet traders in Hamburg Free Harbo
for velvet. But they were the last example of nedigh ~ The story is also publisheddH and according to the
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same source, is also documented in the Iraniastorey buildings and had office and warehouse space
Encyclopaedia by G. Mosaheb, Persian Carpet sectionthe ground floor, while living on the first flooMajid
Majid Ghalichi’'s maternal grand father, Yousef Ghalichi quoted his father, Mirza Ali Asgar, as isay
Ghalichi, is officially recognised as the first “the funny thing was that our (the traders in tBaray”)
known/documented case of a Persian carpet exgorter kitchen chefs were all coming from Khoi, the fioste of
Istanbul. In 1874 Yousef Ghalichi began his journeythem came to Istanbul then suddenly they brougdit th
from Tabriz to Istanbul carrying four carpets ore th family and friends to Istanbul and worked for“Hs
back of a camel. Yousef Ghalichi returned home fromKhoi is a small town in Azarbaidjan approximatley 80
the journey six months later and prepared anotfier t km North West of Tabriz and very close to the Tsinki
this time with his cousin, Hadj Abdollah Ghalichidca  border). After WW | some traders went back to lgamal
his paternal grandfather, Majid Ghalichis. The jmy  worked in Tabriz, mainly due to the insecurity in
took place in 1876-7 and Abollah’s oldest son, Alilstanbul. Some other traders from Azarbaidjan, ipain
Akbar Ghalichi, (Majid Ghalichi’s oldest uncle) als Tabriz, were active in Tehran Carpet Bazaar, dudeo
accompanied them on the second trip. The duration ageographical position of Tehran, it being locatédosst
the trip was about 3-4 months. Abdollah returned tan the middle of the country. Another group of &esl
Tabriz and this time Yousef travelled to Istanbuthw tried to make their base in other countries. Thatited
Abollah’s second son, Mirza Ali Asghar Ghalighi, evh in some of the traders settling down in London and
was 18 years old. Mirza Ali Asghar Ghalichi was themaking new bases. Majid Ghalichi’'s father and many
father of Majid Ghalichi. Yousef Ghalichi returnéal  others, however, decided to stay in Istanbul utfiB9
Tabriz and supplied the two brothers with carpetrfr when WWII began.
Tabriz to Istanbul. The two brothers and, latethied Taking the new situation into consideration aral th
one, changed their bases between Istanbul andZzTabrondition of the buildings in the “Saray” the remag
every second year. After two years stay in Istanbullranian traders were reconsidering their situatidh.
Mirza Ali Asghar Ghalichi (Majid Ghalichis father) buildings in the “Saray” were built of wood and mian
returned to Tabriz and married Yousef Ghalichi'splaces in Istanbul were subject to fire attacks and
daughter (Majid Ghalichi’'s mother). Later on when burned down. The possibility of Turkey’s particijoat
they expanded the business, the Tabriz carpeh the war worried traders. Majid Ghalichi's father
production was insufficient to meet demand. Thaefo Mirza Ali Asgher Ghalichi and all the other remaigi
they expanded their business concept to collegtetar Iranian traders started to ship out their assedsnfr
from different regions of Iran, gathering the cdspe Turkey to different destinations. Majid Ghalichiicda
together in Tabriz Carpet Bazaar and then sendiag t that his father, Mirza Ali Asgher Ghalichi and #tle
carpets on to Istanbul. other remaining traders, left Istanbul the same asay
From Istanbul the carpets were despatched tdélitler's troops entered Paris, namely, June 14th
different European destinations. Ghalichi's family 1940d°Y. This was the end of the Iranian Carpet traders’
business expanded and became well known andistory in Istanbul at the “Saray” where, according
European traders travelled led to visit the fangily’ Majid Ghalichi, the ruins of the “Saray” can stilke
“Trade House”. On one occasion, one of the Europeaseen in Istanbul. The Ghalichi family returned b&zk
customers invited the family to participate in tiférst Iran, while other traders started a new Persiapetar
International Fair of Vienna” in 1892. The Ghalichi trade centre in London. According to Majid Ghalichi
family, as the only Persian Carpet traders, ppdigd after WWII, due to particular economic opporturstie
in the fair with huge success. This led to the beigig  Iranian Persian carpet traders moved from Londah an
of collecting a huge number of carpets from difféere tried to build up a new centre in Hamburg. Majid
parts of Iran, resulting in a sizeable carpet daman Ghalichi decided to stay in Iran until 1962 andnthe
Iran. Soon after, some other Persian traders, gnainimoved to Hamburg and settled down in Hamburg Free
from Azarbaidjan province, started the same busiites HarbouP*.
Istanbul. They were all gathered in the same amea i Majid Ghalichi mentioned that his father, Mirza
Istanbul, “Valedeh Khan Saray”. The most well-known Ali Asghar Ghalichi, appointed one of their rel&tsy
pioneer families in Istanbul were: (1) Karbasi, (2)Mr. Javad Lavari, in around 1904, to work as the
Dilmaghani, (3) Ahranjani, (4) Aerabi, (5) Sadaghija Ghalichi family’s “purchasing agent” in Arak prowe,
(6) Shalchi and (7) Reza Shahla. During WW |, thebeing located in central Iran approximately 150esil
“Valedeh Khan Saray”, was known as the Iraniansouth of Tehran and approximately 1000 miles south
“Saray”, (Saray in Turkish means a kind of Bazahr). east of Tabriz, to purchase “Sarough carpets” (8gro
the “Saray” all Iranian traders were situated irotw carpets are knotted in Arak province and are kntavn
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be of the finest quality) and then send the carpets by only supplying Persian carpets from the Azarjaaid
Tabriz. Finally, due to the long transportation ¢iof ~ area, mainly from Tabriz Carpet Bazaar. Pioneeesl tr
round four to five months, the family decided tdahga  to recruit purchasing agents in different partsirah.

the carpets in Arak and ship them from the PerGialti ~ The purchasing agent's task at the beginning was to
to the USA?. This was the beginning of the new Purchase, collect and gather carpets together end s
strategy, where traders not only sent their puiicgas them to Tabriz Carpet Bazaar. Soon after, however,
agents around Iran to collect different kinds ofpeas ~ they began to locate their agents in different pait
with the aim of sending them back to Tabriz Carpet’@n and establish a few more centers across the
Bazaar, but they also decided to set up otherrtgadi COUNtY. The main ~gathering centre ~was, for
centres across lIran. The consequence was ﬂ%feograpmcal and political reasons, placed in tiudie
establishment of a concentration of carpet traderstc,)n the country, i.e. the Capital city, thus makihghran

. o ; . e biggest new centre of trade. This was the Ipégin
mainly from Azarbaidjan, in the heart of the capita of the gradually increasing concentration of “Azari

city’iﬁazuzlalar, 'Iéahrar][ Céarpets B,?Z.aa{' dav. the bi t“Persian Carpet” traders in the Tehran Carpet Bazaa
€ firan Larpet Lompany IS, today, In€ big9est g, jqance s presented in the last section of Tigxt

g(r)oggger of Persm(ljnkcatrtpetsl emtpl(;)ylng aﬁproggn@atel stablishing international customer contacts via
JOU weavers and knolters located variously & Istanbul and the setting up of a trade centre & th

Iranian villages and 96 lIranian towns and cities,. oyt city of Iran almost in the middle of theucdry,
supported by 40 regional offices. Today, the a#isiof 546 the traders less dependent on Istanbul. Due to
the “Iran Carpet Company” is divided into 2 divis® defeat of the Ottoman empire which created insgcuri

in the country, the pioneers decided to move todoon

by then the world’s biggest trading centre inclydthe
“carpet trade” while some others moved to Tefitan
Before WW | the Iranian “Persian Carpet” tradersThe Tabriz-Istanbul axis 1874-1930s was now

(the pioneers) were based in Istanbul and theyréagio eplaced by a Tehran-Istanbul-London axis and later
from there to Europe. Evidence indicates that iswa in 1940, changed again to the Tehran-London axis.
1874 when the first known case was recorded ofsa fi This lasted until 1945, when the Tehran-Hamburg axi
private Persian carpet trader. He was named HadEplaced all former organizational arrangements and
Yousef Ghalichi (“Ghali” is one of the ways to say Still is in force. .
“Carpet” in Persian) and he came from Tabriz, the Figure 1 shows the developments in the
capital of Iranian Azarbaidjan proving&vidence is international Persian carpet trade as well astiiting
presented in Text 1). The evidence also indicates t the Ghalichi family’s affinity relationships based the

by increasing foreign demand for the Persian carpet patrilineal system that forms alliances of kinshipsed
pioneers from Tabriz area could not meet the deman@n Text 1.

e Production and Trade 2. Support and Advisory
service¥"

Persian carpett

Cihalich Ll was estzhlzshed in Hamburg

Fig. 1: The pioneers of the international Persianpet trade
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Contemporary trade pattern for Persian carpets. —— Denma
The existing trade chain model is still, to a hitggree, "i“.;
inspired by the model used by the “Pioneers” inléte - )

individuals and/or associations of producers latate

the starting point in the trade chain, with eacke on —*
producing different kinds of hand-knotted carpets i ..
more than 30,000 different villages across Iran =~ |
(According to interviews§'. Producers start their oo =
production either on receipt of an order that $s1&xl by
“purchasing agents” and/or “wholesalers” locatethia
provinces and/or on the basis of orders receivettly 50000 €
from Tehran Carpet Bazaar. Depending on whether the
finished product is ordered for the domestic orcekp
markets the product will usually be sold on to anber

of different “wholesalers” in Iran. Individuals i,
private traders) and/or associations of exportehng,w
due to historical and infrastructure factors operat Fig. 2: Germans import of hand-knotted carpets from

mainly from Tehran and specifically from Tehran selected countries during 1976-1988 in ECU,
Carpet BazaafDue to limited space in Tehran Bazaar, Source:  Eurostat/statics Denmark, Own
in recent years many traders have chosen to lacdye calculations

their offices within the Bazaar area, preferringsite

their warehouses elsewhere in the Clty), order the The “newcomers” of importance have’ since the
carpets for the export market which are then trartsd  |ranjan revolution in 1979, been drawn from differe
to their counterpart overseas’ contacts. groups  consisting of both “private” and/or

Individuals_and/or associations of exporters Cangovernmental” bodies. The traditional trade chdsne
have several different counterparts located abevat] |56 as described later. survived many turbubeeiis

depending on the level of “trust” and historicaiing and the traditional traders have been able to It

records , they W'I.I be treated in different Way$1r_f_ development and expansion of “direct trade” chasnel
Instance, concerning .anh payments or the Cond't'onBut the huge influx of new Iranian immigrant groups
attached to credit facilities and after sales serirhe . . .

for2Cross the world, especially into Europe sinceeidudy

most common arrangement for foreign trade is " .
individuals and/or associations of exporters of raah 1980s, has created a new challenge to the "traditio

Carpet Bazaar to draw up a co-operation agreemefie’Sian carpet” traders, mainly those in Hambueg Fr
with individuals and/or associations of importansthie ~ Harbor, in such a way that formerly weak “direcde
Hamburg Free Harbor. This kind of co-operationlines” are becoming greatly strengthened, représgnt
between the traders in Tehran and Hamburg is eithe® serious business threat to “traditional” trad¢Téis
based on kinship ties, which is the most commore,typ discussion is subjected to more thorough analyses i
or through setting up joint-venture co-operatidéisner ~ part 5 and 6).
way, two core elements common to both kinds of co- Figure 2 shows German carpet imports from
operations are “trust” and “historical trading restss'. selected countries during 1976-98. Figure 2 is thase
The exported carpets are usually purchased bffurostat trade statistics obtained by special retque
individuals and/or associations of wholesalers inthrough Statistics Denmark. (The Statistical daga i
Hamburg Free Harbor. Here again, due to method dbased on product code number 5801 for the period of
payment and/or credit and after sales service tiondi  1976-1987 and product code number 5701 for the
a key factor is mutual “trust” and “historical ting  period of 1988-1998. The change in product code
records”. From here, individuals-and/or associaioh numbers is due to official changes made by Eurostat
world-wide wholesalers transfer the purchased ¢arpeand in both cases the codes cover “CARPETS OF
to their respective destination countries and fodnthe TEXTILE MATERIALS, KNOTTED”. The data
carpets to individual customers and/or retailersreH source is Eurostat, EEC Special Trade, Comext2
once again, due to the relatively high sales valneé k0282845, extracted by Statistics Denmark on March
the expectation that hand-knotted carpets havery ve 21* 2000. As part of the same data extraction exercise
long life, requiring long-standing after sales $e#v product code numbers 5802 and 5702 covering "Kelims
agreements, “mutual trust” and “historical tradingand woven carpets", were also purchased from
records” are key factors in the transaction. Statistics Denmark. These latter product code
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categories are excluded mainly due to their lowdesigns and patterns and this is attributed agnibst
significance level when looking at the value pen to important reason for their success.
they represent in the international carpet trade  The curve “Other countries” represents both hand-
compared to knotted carpets and also due to theenat knotted carpet producing countries other than those
of business being carried out by traders in Hamburgmentioned in Fig. 2, as well as all other countrigth
namely, trade in “Knotted” rather than “Woven” hand-knotted carpet exports to Germany. Howevir it
carpets) The data is based on trade to and frommainly other European countries, which have
Germany due to the fact that it was not possible taignificant exports of hand-knotted carpets to Gamm
request data relating specifically to Hamburg. Hesve  The curve shows that during the entire period of6t9
according to interview data there are only a fewpea 1998, there have been exports of hand-knotted tsarpe
traders in Germany (outside of Hamburg) that importfrom "Other countries" to Germany and this is mainl
carpets directly from carpet producing countrigsatlis, due to the reason that Hamburg has been knownreas th
according to interview data, due to close ties betw centre of the carpet trade, both for carpet prauueaind
Hamburg Free Harbor traders and other carpet @etail non-carpet producing countries.
across Germany as well as because of the relatvely Another dramatic fall in Iranian exports began in
prices in Hamburg Free Harbor compared with prines 1994. One major reason here is the entrance of new
the various carpet producing countries, better afides  players in the field. Due to certain “barter trade”
service and accessibility is provided by traders inagreements between the Iranian governmental and/or
Hamburg Free Harbor. Statistical data for the perio semi-governmental trading companies, foreign
from 1976 unti German reunification, covering the exporters to Iran operating from different courdrie
German Democratic Republic, were so insignificliat t agreed to receive a percentage of payments dureto t
they could without any hesitation be combined wigia  in the form of Iranian non-oil products. One of ke
for the Federal Republic of Germany and presenged a@roducts was Persian carpets. One of the conseegsienc
one single data set. was a drop in the trade with Hamburg. But since _the
Figure 2 shows trade data for the five largesthan N€W players had no knowledge about, or working
knotted carpet producing countries of the world andelationships with the retail traders’ network ritie
Denmark (it is important to note that only a hamdfiz  réquired competency in the carpet trade, theytiet
“other countries” have a sizeable production ofchan 10, g€t rid of the carpets at any price in order to
knotted carpets in the world). Denmark is included minimize the 'OSS_eS they encoyntered. W'th an end
the Fig. 2 in order to illustrate the Danish-GermanreSUlt of failure, different countries exporting ban

carpet trade axis. Figure 2 illustrates an overalfj'd not repeat this kind of trade. The situatiosatided

dominance of carpets imported to Germany from Iran@" also be detected by looking at the curve fahéD

The dramatic fluctuations in the Iranian data can b countries” in Fig. 3. As shown below the curve more
explained by certain historical events. less follows the same tendencies as the curverdor. |

The most, p e ;

= ; he curve “Other countries” shows a high exporelev
remarkable fall In_imports from ”?“ began in 1979of hand-knotted carpets to Germany ang a supddepn dro
when the revolution in Iran resulted in an expan lon in 1993. This reflects the huge glut of hand-krbtte

many different lranian va_lual_)Ie products inCIUdingcarpets received by European countries from Irahes
Persian carpets. The combination of the exportcaEn  «oiar trade” part of trading agreements and the

to the revolution and the Iran-raq war and logsli jnapility of these countries to sell them in theiwn
obstacles, led to a weakening of Iran as the l&adinpome markets, consequently being forced to sefhthe
carpet exporting country to Germany. Export bams e 5t aimost “give-away” prices to traders in Hamburg.
to the establishment of a temporary Persian carp&fjany of those interviewed amongst the Persian ¢arpe
trading centre in Dubai which, as discussed lai&s  {raders of Hamburg Free Harbor did confirm
mainly supplied by business men who smuggled carpefyyrchasing Persian carpets from many European
across the Persian Gulf. But the Dubai adventude dicompanies at reasonable prices, but they alscizad

not last more than a few years and traders in Geyma European companies for damaging the market by
Hamburg, won the position lost in a way that almadbt  dumping stock on the Persian carpet market and for
carpet trading activities in Dubai were closed down offering the carpets at below normal purchasinggsi
During the years of restrictions and supply shasagf  to the retail market-even selling the carpets as¢Bunt
Persian carpets, the other main carpet producinghopping Malls”. The over supply of hand-knotted
countries have experienced golden years, especiallyarpets from “Other countries” of mainly Persian
India. Also, according to the interview data, Imdia origin finally resulted in the reduction of German
producers are accused of copying Persian carpémnports of hand-knotted carpets from Iran 1i894.
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which will be discussed more thoroughly in partarl
6). Firstly, there was a huge influx of new lIranian
immigrants to European countries who, after seftlin
down in the recipient countries, tried to impornta
knotted carpets from Iran. Secondly, a number atimu
and/or bilateral barter trade agreements were digwn
between Iran and European countries also including
some lIranian governmental and/or semi-governmental
trade offices across Europe. As a solution to this
situation the hand-knotted carpet traders of Haigbur
tried to find alternative markets. This is illuged by
the increase in German hand-knotted carpet exports
“Other countries” from the late 1980s. The fall in
exports to “North America” (this category includihe
USA, Canada and Mexico) in the mid 1980s is due to
import bans imposed by the USA on Iranian products.
Fig. 3: German exports of hand-knotted carpets to
selected regions and Denmark The location of Persian carpet traders in Tehran
during 1976-1998 in 1000 ECU and Hamburg Free Harbor and patterns of Ethnic
Source: Eurostat/statistics Denmark, Ownsegregation: The Tehran-Hamburg axis like the former
Calculations ones, (Tabriz-Istanbul, Tabriz-Istanbul-Tehran and
Tabriz-Tehran-London) is strongly concentrated,hbot
But due to falling prices and low demand the openat in geographic and ethnic terms.
of these new players came to an end by the mid. '90s  Looking closely at the Tehran Carpet Bazaar,
Germany's volume of imports from Afghanistan, PRCevidence shows a strong dominance of Iranians from
and Pakistan seem to be more or less stable thoatigh the Azarbaidjan province, mainly from Tabriz. Tehra
this period. German carpet imports from India seem Carpet Bazaar location a tight geographic conctotra
follow the trajectory of Persian carpets and that i consisting of a few adjacent streets. Both domesiit
mainly because India uses, to an extensive degnee, export carpets are to be found here, but usually in
same patterns and design as those used in Persidifferent trading houses depending on the mainreatu
carpets. of business line of the owner and the owner’s
German imports of hand-knotted carpets frominternational linkage relationships. Almost all parr
Denmark can be explained by the close ties that exitraders in Hamburg Free Harbor are represented by a
between the carpet traders of Denmark and HamBurg. counterpart in Tehran Carpet Bazaar and the existen
steady, although weak, export trend from Denmark t®f a “dual loyalty” relationship is clearly evidenthe
Germany, can be seen in Fig. 2, throughout theogeri most common indication of this dual loyalty is the
1976-1998. According to interview data, GermanHamburg trader's business card which contains two
imports from Denmark are due to two reasons. One iaddresses: one in Tehran and one in Hamburg.
the concession agreements between the traders bf Hamburg Free Harbor one finds marked ethnic
Hamburg and Denmark. These give Danish tradergjivisions among the carpet traders, revealed iation
unable to sell the carpets, the option of re-expgrt patterns and the architecture of buildings. In oribe
them to Germany as long as alternative customess ex understand these patterns, one needs to look glosel
in Hamburg. The other main reason relates to specianto the history of the harbor.
carpets, mainly antique carpets or other rare kioids According to an interview with Mr. Hamid
hand-knotted carpets, where the possibility ofexiniy  Shayesteh, the Kianiyan family is one of the oldest
better prices is much higher in Hamburg for thisgal Iranian trading families in Germany. The family’s
category. trading records are also documented and publislyed b
Figure 3 shows the German (Hamburg) exports ofFarsh Iran®! being based on an exclusive interview
hand-knotted carpets to different parts of the didgfhe  with Mr. Hossein Kiyanian whose father establistiesl
Fig. 3 shows an increasing share of German exparts Kiyanian Carpet Trading House in 1928 in Hamburg.
other European countries until the late 1980s dsage At that time, Iranians were not able to trade fyeiel
some decreasing tendencies since the beginninigeof t Germany and they were forced by some special
1990s. This is mainly due to two reasons, (both ofegulations to trade via a third country tradero3én
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few Iranians residing in Germany chose Russia @is th before 1960 was 59. According to H. Shayesteh, the
trading partner, so the “... normal way of tradatghat = majority of these 59 traders were either “Azari”,
time was to sell Iranian merchandize to Russia whalescending from Iranian Azarbaidjan, or Iranian
sold it in Germany and the Iranians in Germany lhoug Jewish. According to interviews with more than 20 o
their German products from Russian businessmen ithe Iranian “Persian Carpet”’ traders in HamburgeFre
Germany and then sent them off to Ir&n” Harbour and an interview with Mr. Heinz Oberlach,
In 1929, on behalf of the Iranian Government, theHHLA press officer and Mr. Nikandish, manager of
Iranian ambassador to Berlin, Mr. Farzin, signed th V.I.T. "Verband Iranischer Teppichimporteure, the
trade treaty between Iran and Germany. The treatpumber of traders increased during the 1960s aifisl9
allowed for both countries to open up for mutuadex  from around 60-70 traders to around 100-120. In the
purposes and permitted bilateral export and imporperiod following the Iranian revolution in 1979 iithe
qguotas with the introduction of special quotas oy d present day, the number of traders has increased to
fruits and carpets. According to the quotas, Imgia around 200-230, whom mostly are Azari.
were allowed to export carpets up to a limit of According to the interview with Mr. Rainer
approximately DM 8 millions per year. The treatyswa Albrecht, Rainer Albrecht, Die Auslanderbeauftragte
in force both before and during WWII with some part (Referent fir Auslanderrecht, an den Senat, Hamburg
of the treaty still in force tod&. special legal advisor in immigration issues for the
At the end of the WWII with the division of “Senate of Hamburg”, the official name of the citfy
Germany into French, American, British and SovietHamburg is: “Freie und Hansestadt Hamburg” (Free
zones. The foreign troops introduced “Personalnd Trade City Hamburg) and, in fact, Hamburg has

Ausweis”,  Personal Identification = Documents, had this status for several centuries. This mighbbe
applicable both to Germans and immigrants resiiting of the reasons why Iranian traders chose Hamburg as
Germany. the place to establish their businesses.

Hossein Kiyanian, who has lived in Hamburg since  The city of Hamburg has, due to its strategic
1936 and who was at that time 14 years old, explainposition along the rivers of “Alster” and “Elb”, Sered
that he left Hamburg for Iran during WWII. Shortly from several damaging attacks and wars. The creatio
after WWII they returned to Hamburg and realizeatth of Hamburg actually started with a battle whenthia
the Kiyanian Carpet Trade House and their residencgear 804, “Karl the Great” attacked from the easter
was totally destroyed due to bombing. H. Kiyanianpart of the “Alster” river and then started to luthe
describes the period of 1945-1949 as tough economiald city of Hamburg. In 845 when the Vikings ruined
years. “The British authorities in Hamburg onlyued  the city, almost noone was left in Hamburg exceptaf
a six-weeks permission of stay in Hamburg to usnso few fishermen, traders and blacksmithdn 1188 the
1947 we tried to set a base up in Paris to start ounew city was built along the “Alster” river and bar
business and start a sojourner business life betweend shipping facilities were established. This redrk
Hamburg and Paris, until the situation improved inthe beginning of a wealthy and promising future tfor
1948 and the “First International Fair” was held incity. The promising harbor business opportunitiesien
Hannover consisting of 4 tent-halls and that was thit possible for Hamburg to declare itself as
beginning of better economic conditiofis” economically independent in the fifteenth centutys

The “Economic Reform” of Germany began in since that time that Hamburg became known as “Freie
1949 with Professor Erhard in the lead with higdfeh und Hansestadt Hambuf8)” Another highlight in the
“free-trade” which led to changes in the import guo history of Hamburg’s harbor can be traced backht t
system with Iran that had been introduced in th2919 USA's proclamation of independence in 1776 and the
German-lranian treaty. Later on in 1950 the quota®pening up of US harbors to foreign ships. Thistied
trade system between Iran and Germany wadncreasing levels of activity with the result tham,
abolished. An increasing number of Iranian “Persian 1913, Hamburg was declared as the third biggest
Carpet” traders established their businesses inlddegn  Harbor in the world after London and New York. But
which had the consequence of undermining the rble cafter WWII, due to bomb damage, almost nothing was
London as the world’s leading centre for the “Pasi left of Hamburg and the whole city was left in rstin
Carpet” trade in favor of Hamburg. Soon after the war, the city was re-built once @lgai

According to the interview with H. Shayesteh and According to an interview held with Mr. Heinz
documentation produced by H. Shayesteh andberlach, HHLA press officer, the largest “Free
published by “Farsh Iraf!, the number of named Harbor” of the world is in Hamburg. According to
Iranian Persian carpet traders in Hamburg Free ¢tarb HHLA, the main part of Hamburg Free Harbor was
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built during 1885-1910 due to Hamburg’s participati newer than the others and the level of rent refl¢ioe
into the German Costume Union in 1881. condition of the buildings and range of facilitiasd is

As noted earlier, the HHLA has its offices inside not an indication of the level of business activityhe
the Free Harbor in an area called “Speicherstadt’pldest and the most attractive business area is
“Warehouse City”. HHLA has, in total, 359,000 scuiar “Brooktorkai” where the level of rents is in betwethe
meters of available space, divided into 322,000aegju two other areas and, according to the HHLA, thetmos
meters warehouse facilities and 37,000 square metepowerful and demanding tenants of these three areas
office facilities. HHLA itself, uses only 31,000 s&re  have their trading houses located there. According
meters of the facilities and the rest is rented wut “Brooktorkai” traders, HHLA has always met their
different tenants in different business lines. demands and wishes regarding buildings. One

The percentage of the distribution of the tenant'smportant demand, made several decades ago, was for
business lines and activities in HHLA'’s buildinge@as the installation of customer elevators.
follows: Offices for personnel and warehouse hamgli The combination of “Latecomers” and
agents 70%, Carpet trade 11%, Shipping agents aritNewcomers” (The expressions “latecomers” and
related 10%, Tea trade 1% and all other business li “newcomers” refer, respectively, to Iranians whonea
including buildings without any tenants 8% to Hamburg Free Harbor before and after the 1979

Looking closely at the structure of the Hamburgrevolution in Iran) can be found in all three are@se
Free Harbor and the “Warehouse City”, it appeasas th particular change regarding the replacement of
the harbor is divided into different sections, for “latecomers” by “newcomers” is, according to the
example “Container” section or “Cool House” sectioninterview data, that a notable number of Iraniawsle
and so forth. The same terminology is also useithén who had their trading offices in all three areastha
“Speicherstadt” (Warehouse City), such as Tea andarpet trade in Hamburg Free Harbor, sold their
Coffee section, Carpet section and so forth. lhithis  businesses and left Germany, mainly moving to the
area, “Speicherstadt”, where carpet traders hage th USA and Israel. Iranian Jews, in the main, soldrthe
“Trading Houses”. More specifically, the carpeteads  businesses to Iranians who left Iran after the lrgiom
conducted from three different streets in theand these “newcomers” who took over the trading

“Warehouse City”: houses were largely of “Azari” descent with clogest

to Tehran Carpet Bazaar. According to interviews
»  Brooktorkai (These interviews were telephone interviews with
* Am Sandtorkai former Persian carpet traders in Hamburg of Iranian
e Magdeburger Strasse Jewish descent, who are currently resident in t8B&.U

A brief summary of one of the interviews is asdolk:

By closely studying the carpet “Trading Houses” in“We could feel that the supply channels would beeom
these three streets, the concentration of Iranemsidéh  tougher and we probably could not return to Irdrtha
carpet trading houses can be seen in all threes.aressame time, we even heard some gossip about export
These trading houses are mainly located in 6-storeppans from Iran on carpets in general, which actuall
high buildings and, normally, two different trading happened. That is one of the reasons why we agtuall
houses on each floor can be observed. Each tradimdecided to leave the business and sell it to some
house consists of approximately 308 af warehouse “newcomers” who can find their way around in Iran
and office space with approximately 3.5 m distancewith the right supply channels. We came over her, t
between the floor and ceiling. New York and established a new “Carpet Trade Céntre

All of the other handmade carpet producing nationdor ourselves. We had to admit that we could neitjes
such as P.R. of China, India, Pakistan, Afghanjstan‘new” Persian carpets nor did we want to competé wi
Turkey and the other nations are, in contrast,temtat Hamburg. That's why we established our own Persian
only one street, namely, “Am Sandtorkai’. Here, carpet business in the USA based on “Antique” and
approximately 50 trading houses from the other &arp “second-hand” Persian carpets. In doing this, weoffu
producing countries are situated in adjacent locati  our ties with the establishment in the Tehran Carpe
According to interviews with the traders and HHLA, Bazaar. While the situation got even worse for igars
“Am Sandtorkai” is less attractive, buildings aretn Carpet traders both in Tehran and Hamburg, when the
renovated, there are no customer elevators andtadue USA imposed an import ban on Iranian goods to the
all theses disadvantages, HHLA demands less in rentUSA, we set up our organization in such a way that
HHLA demand the highest level of rent from the today we have the world’s largest “Antique” trade o
tenants in “Magdeburger Strasse”. These buildirrgs a Persian carpets run by Jewish-Iranians in and aroun
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New York’s 5th Avenue) held with three former has “Mono-National” carpet trading houses and only
Iranian-Jewish carpet traders in Hamburg Free Harbodeals in Persian carpets. In this area, there are
now residing in the USA, they could more or lesetf  approximately 180 trading houses, almost all ofchhi
certain tensions emanating from the suppliers’ sidé are of Iranian origin with the exception of a cauoff
were, therefore, forced to think of alternativesuiting  traders who are of German origin.
in selling their businesses in Hamburg. The in-depth analysis of the location of the leami
Almost all carpet trading nationalities in Hamburg Persian carpet trader indicates that Iranians ate n
Free Harbor and Iranians in particular, use theidistributed across three different areas due tdattieof
“cultural competency” and only deal with carpetsnfr  space in one area, but rather due to their prefesen
their own country of origin. Because of this, protu and networking practices. Iranians in the “Am
and trading houses are segregated by owner nation8andtorkai” area are in most cases, ethnicallysiflad
origin. as “Persians” and both “latecomers” and “newcomers”
The photograph below (Fig. 4) shows a map of thecan be found. In a few cases some Iranian “newcgmer
three different areas (encircled) of the carpeddran  who are ethnically classified as  “Azari”
Hamburg Free Harbor, “Speicherstadt”. The bigges{Azarbaidjanian from Iranian Azarbaidjan province)
area (see left of map) is where “AM Sandtorkai” isorigin can also be observed and, in even rarerscase
located. This area has “Multi-National” carpet irmd some “latecomers” of “Azari” origin. Iranians in
houses, with the most frequent traders originatingn ~ “Magdeburger Strasse” mainly consist of “latecorfiers
India, Pakistan, Afghanistan, China and Iran. Oaly almost all of whom are, ethnically “Persian” In a
couple of carpet traders from Turkey are represente  couple of cases, Iranian-Jewish traders and Azari
this area, there are approximately 60 trading heuse traders can be observed. A few, ethnically, “Peafsia
which around 20 originate from Iran. The smallest“newcomers” have replaced the former Iranian-Jewish
encircled area (see lower right of map) is wherée'latecomers”. Almost all Iranians in “Brooktorkadre,
“Magdeburger Strasse” is located. This area hagthnically, “Azari”, both “latecomers” and
“Mono-National” carpet trading houses, dealing only“newcomers”. A few ethnically “Persian” and Iranian
with Persian carpets. There are approximately 3WUewish “latecomers” can be observed. Some of the
trading houses in this area, almost all of whick af “Azari” “newcomer” traders have replaced some of
Iranian origin with the exception of a couple cdiders the Iranian-Jewish “latecomer” traders, who left
of German origin. The remaining area (see uppédrt rig Hamburg after the revolution in Iran and moved to
of map) shows the location of “Brooktorkai”. Theear USA or Israel.
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Fig. 4: Map of the three main carpet trade areaslamburg Free Harbor. Source: Speicherstadt
Museum, presentation leaflet

90



Am. J. of Economics and Business Administration, 1 (2) 79-96, 2009

The segregation that exists amongst Iranians of
different ethnic backgrounds is also apparent when
looking at the interior design of the trading haise
belonging to different ethnic groups. Almost aliding
houses belonging to “Azari” traders can be divided
four distinct sections: (1) Entrance to a large ampty
hall. The hall is kept clear for receiving and @igmhing
carpets: in an annex to the entrance hall, onellysua
finds a small kitchen (2) A waiting room for
guests/customers where it is also used as an dfiice
the manager of the trading house (3) An office behi
or beside the waiting room belonging to the ownter o
the trading house, which is completely separatenfro Fig. 5: A selected number of the members of the
the manager’s office (4) Linked to the large andhgm Association of the Iranian Carpet Importers in
entrance hall is the warehouse: the warehousehiaidbe the Hamburg Free Harbor. Soufgé"

a thick steel fireproof door, which is almost alway

closed to strangers so that no uninvited persorgeim  According to “Persian Carpét®?! during a 3% h long
admittance to the carpet warehouse and inspect thdiscussion, VIT members rejected the new regulation
carpets inside. and prepared a set of alternative propositionsht® t

Almost all trading houses belonging to “Persian” Iranian Central Bank and the Iranian Government; no
traders can also be divided into four distinct isexst  surprisingly, the propositions are quite differemthose
but with a much different internal layout to thdttbe  imposed by the Iranian Authorities and their pagnt
“Azari” traders. The interior design of “Persiamading  impact is examined in “Persian Carp&t®!],
houses usually takes the following form: (1) Ent&to According to the interviews with the traders in
a large hall where the carpet warehouse begins: thdamburg Free Harbor, the “normal” way of negotiatio
same area is used for receiving and dispatchingetar with the Iranian Trade Authorities, both in Hambuwig
(2) At the end of the warehouse hall, or alongtth a  diplomatic channels and directly in Iran, is to who
waiting room for guests/customers is prepared. Théwho” is behind the “Propositions” and then staret
room is designed in such a way that guests/cus®menegotiations with the hope of being able to shdme t
can look into the warehouse through windows anchew regulations in a more flexible way. In an intew
inspect the carpets: this room is also used as thelr. Habib Mashreghzamini (shown sitting third from
manager’s office (3) Linked to the manager’s offise the right in the picture above) former ChairmarVét
another office, which belongs to the owner of theand one of the leading figures in Hamburg Free biarb
trading house. This room is completely separatenfro said, “we can only hope to be able to influence the
the manager’s office (4) A small kitchen can benfdu Iranian authorities’ regulations by proposing our
at the end of the warehouse hall or along the hall. (VIT’'s) common requests through our networking and

In spite of the clear ethnical segregation anongfr  public channels like VIT's “Persian Carpet Journal”
competition against each other amongst Persiaretarpwhich we also forward to the authorities”.
traders in Hamburg Free Harbor, this limited gradp The importance of the Persian carpet trade to Iran
traders stick together against the “outsiders”ribeo to  is indisputable. This is also confirmed in a spegislen
remain in control of their world-wide multi billion by the former Iranian Minister of Trade, Mr. A.
dollars trade. Vahadji, during his visit to Germany in December

The above photograph (Fig. 5) shows over 301992. According to “Persian Carp¥ the Minister
members of the only official Association of therlian ~ was invited to a meeting arranged by the members of
Carpet Importers in the Hamburg Free HarborVIT in Hamburg to discuss several different export
"WVerband Iranischer Teppichimporteure” (VIT). obstacles imposed by Iran regarding Persian carpets
According to “Persian Carpét® the picture above is The Minister is quoted as saying: “We are trying&se
taken in connection with a VIT meeting held on Julytransportation problems for you: one issue to noenis
13, 1994. A number of members were absent due testablishing special "Carpet Export Terminals" at
“summer vacation”. The subject of the VIT meeting, Tehran airport: another easing of restrictionsdme is
according to “Persian Carpet” was the new regutatio the plan to establish a direct cargo line betweehrdn
regarding the export of carpets from Iran, impobgd and Hamburg, adding to the existing passengerecarri
the Iranian Government and the Iranian Centealk®  line”%.
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At the same meeting the Minister is also quoted asvas evidenced when, after the Iranian revolution in
saying," At this stage we have production of carpets in1979 and subsequent nationalization of almost all
30,000 of our villages and more than 1 million Iranian industries of importance to the countrynasl
workshops are set up and more than 8 million pemple as imposing import and export restrictions, theniaa
Iran are directly or indirectly involved in the pat  Government established a number of trading “Funds”
industry. Iran’s export of carpets during last yE892)  with the authority to control all foreign trade. dde
was, in weight, only 1% of the total of Iranian roih ~ funds established a number of trading offices detsif
exports, but the monetary value of that 1% was mordran and were in charge of selling Iranian merchand
than 35% of the total of Iran’s non-oil expoH¥” The  on the one hand and purchasing foreign merchartdize
official estimated value of the annual export ofpeis  send off to Iran on the other hand. Due to histdric
from Iran is approximately between USD 1.5-2 billio reasons Germany, particularly Hamburg, became bne o
(There is not “only one” reliable and standard vedy the main countries to set up these kinds of neveesf
declaration in different countries’ customs. Someas well as the United Arab Emirates, with Dubai in
statistics are based on the monetary value of tarpe particular, due to its short distance from Iran;dmaing
Others measure in square meters and value peresquanother centre for these new offices. In the fiest
meter. Yet others measure value weight. Eurostat, ayears after the Iranian revolution private traderse
presented here, measures “Hand-knotted and Handwot allowed to export carpets outside Iran. Thetexj
woven carpets” on the basis weight and monetarpf Iranian Governmental and Semi-Governmental
value. A final problem is an “Underestimation” dfet  trading offices made Dubai into a new “Persian @Hrp
real value, when dealing with any type of merchaadi trade centre. At the same time, the decrease in the
that is subject to duty and then using Customswumber of Persian carpets on the world market mlishe
documents as official statistics). the demand and prices to a high level. Consequeatly

Taking an in-depth look into the case, the evigenc traffic of smuggling carpets out of Iran into Dulveas
shows that the “single entity” image of tradersttie  inevitable. Another negative side of these market
Free Harbor as presented to the outside world stmsi fluctuations was that some other “Hand-knotted earp
in reality, of a series of ethnically defined sulbgps  producing” countries like India, Pakistan, Afghdarg
that each occupy different positions in the intérna Turkey and China tried to take over the market &md,
hierarchy. The fact is that Persian carpet traddrs certain degree, even to copy Persian carpet designs
“Persian ethnicity” are a minority group and arectal  order to make a lucrative business. At this stdge t
to play the game and follow the agenda set by thélamburg Free Harbor Persian carpet traders were
majority group. According to interviews with Pemsia fighting on many different fronts. The major praike
carpet traders of Persian descent in “Am Sandtorkaiwere: (1) Export restrictions from lIran (2) Losing
and “Magdeburger Strasse” the business agenda is smarket share to Dubai (3) Competing with the new
by the “Azari” traders in “Brooktorkai” and their established Governmental trade offices both in
respective trading partners in Tehran Carpet Bazaar Germany and elsewhere (4) Losing market sharel to al

Much of the Hamburg-Tehran businessthe other Hand-knotted carpet producing countrig$ a
constellation is built on an affinity between fayil 5. Barter-trade bilateral and multi-lateral agreatae
members and strong ties based on trust. In sonee rabetween Iranian Governmental bodies and foreign
cases these affinity relationships are replacedbbyg-  countries.
term historical business relationships built on ualit According to the interviews with the Iranian
trust. According to interviews with the traders of Persian carpet traders in Hamburg Free Harbor the m
Persian descent in Hamburg Free Harbor, only whemmportant reason that the Iranian Persian carpelets
“non-Azari” traders learn to speak “Azari” language of Dubai were not able to take over the businesmfr
can they become trustworthy and equal businesslamburg, although they played an important role
partners, able to participate as one of the “PBetters”  during the first 2-3 years after the revolutionlian,
and no longer restricted to the role of an ordirfényjce  was firstly due to “lack of historical business oeds”
Taker” agent. engendering feelings of natural “distrust” in the

A wide range of evidence indicates that certainestablished network of Tehran Carpet Bazaar traders
values and norms, other than those of businessaftai  shown in the way traders in Tehran Carpet Bazaar
rationality, play a significant role. Amongst thraders  would only deal with them in cash. The second reaso
in Hamburg Free Harbor the role of “Cultural was again due to “lack of historical business rdsor
Competency” and “Multi-linguistical” abilities aref =~ amongst world-wide buyers, in the way that buyers
much more importance than “Financial Capacity”.sThi were only willing to purchase in small numbers &meat
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was again due to “distrust” and “uncertainty” retjag  as the world’s leading trading centre of hand-keubtt
after sale service. Consequently, after graspiegfdélst carpets. The same data also indicates different
that other Hand-knotted carpet producing countriese  fluctuations of the hand-knotted carpet trade. €hes
taking advantage of the situation in Iran and réadithe  fluctuations can be historically explained, espiécim
importance of the carpet industry in Iran, the iman connection with the aftermath of major political
government eased the export ban on Persian capets turbulence in Iran since 1979, the spreading ofesta
lited some of the restrictions. Iranian traders incontrolled trading companies inside and outsidérani
Hamburg, by using their channels of distributiodram,  and increasing international market pressure dubeo
were soon back in business in Hamburg. growth in the practice of copying traditional Parsi

At this stage, the mid 1980s, a number ofcarpet designs in other countries. Despite thig th
Governmental and Semi-Governmental trading officesTeheran-Hamburg axis remains the core in this trade
were established in Hamburg Free-Harbor, mainly inwith private “Azari” speaking Iranian traders ineth
the “Am Sandtorkai” area. According to the intewie dominant position on both sides of the transadtiue
data, “the policy of these offices was to sell agfmany The historical evidence presented here illustrates
carpets as possible, side by side with “privatadérs, the formation of one of the strongest single-comityod
at almost “give-away” prices. According to the trade centers of the world controlled by a couple o
interviewees “in spite of these offices unlimitect@ss  hundred businessmen and shows how a limited grbup o
to carpet workshops across the country and sufficie traders in Hamburg Free Harbor stick together aheor
capital to purchase carpets for cash in Iran, l#sé o remain in control of this multi billion dollarsade
offices were, one by one, forced to shut down, tue hijle, on the other hand, competing strongly amobngs
buyers’ “distrust” of them and “lack of business themselves in their private businesses. Furtherntbee
records”. The last Governmental trading house ineyigence also illustrates that the Iranian carpeders,
Hamburg Free Harbor was the “Iranian Carpetyoih in Tehran and in Hamburg Free Harbor, corist
Company”, as mentioned earlier, the largest carpefitferent ethnic backgrounds and the Iranian "Avari
producing entity in Iran and under direct admimi8tM  yaders is the group controlling the carpet market.
of the Iranian Ministry of Trade. But even this gyijence also showed the existence of a hierarthyls

Governmental trading hou§e was _recently_ forced Qthnic groups from the same country and a pattérn o
close down. As an alternative solution and in orer overlapping ethnic identities, which challenge the

continue with some level of activity, the “lranian 'mainstream “ethnic business” theory.

griraﬁ)Ztng?nrge/igytoh;felfeﬂn:rebu“?‘t?e?(glrgsil:/ ree”e Hl;';lrbor The evidence illustrates how Persian carpet teader
centre area, called “Borstele}r/ Chausee” insideﬂlj-):fig b from Iran in Hamburg Free Harbor have survived
; ' - : 90 gifferent crises as a world war, political turbutencuts
City, around Hamburg Airport and has given up theand shortages in supply and financially strong “new
advantages of being in a "Free Harbor” area antigct actors” in the Persian carpet trade could not boeatn

as wholesaler. It now operates using the slogairet the existence of strong ties and networks which had

sale from Producers to Customers”. ) . .
een built up during decades and even centuries.

One of the other huge obstacles facing IDerSialEiurthermore all the financially powerful actors reie
carpet traders in Hamburg Free Harbor was, acopitdin ’ s B ’
P g one by one, forced to leave this line of trade tuthe

the interviews, “being held as hostages in somiiqadl lack of sufficient networks. Historical evid |
dispute between Iran and the USA”. Due to political_ac of sutficient networks. Historical evidencesa

tensions, the USA imposed economic sanctions an Iralllust_rates_the strongest ki_n_d of relationship By

and its products. As a result the Persian carpdets in relationships bet.ween fam|l|e§. . .
Hamburg Free Harbor lost one of their most impdrtan The theqreucal perspectives introduced in chapter
markets. Having endured several years of losing the3 as the point of _reference and the.argna.for dutur
market share to other hand-knotted carpet producin eorgucal articulation _and conceptyahzgﬂqn iaréhe
countries and experienced a difficult period ofdinue tII3W|ngDcor|1.fronteqt;/]V|th ttr?e' empirical fmdl?gs (_ﬂe t
to the political situation, the Iranian Persian pedr study. Dealing wi ethnic economy  /immigran

traders in Hamburg Free Harbor may once again lee abbusingss _invoIves at least th“?e asp_ects: Forms of
to look to the future with optimism globalization; Concept of ethnic business and the

shaping of business relations.
CONCLUSION In accordance with the insight of economic sogglo
of immigrant businesses (mentioned in chapter & th
The statistical data on the hand-knotted carpetetr  study shows: That the Global Persian Carpet Trizofted
for the period 1976-1989 confirms the role of Hangou as small family units and through out the decadebsed
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into a huge industry. That is not, however, thedasthe
majority of immigrant businesses, many remain sarad
many others close down. The crucial questionsiestyf
why and how it happed and secondly what implicattien

empirical case might have for our understanding of
immigrant business/ethnic economy or ethnic enclave
economy:

One of the very specific features of The Global
Carpet Trade, as it has been shown here, is it's
international orientation at the very early stadge o
development, connecting the long tradition of
production in the country of origin to the neighbor
country

The other one is the articulated and elaborated
sensitiveness and response-readiness and capability
of the founders of the business to changing
political and institutional environment.
Surprisingly, taking into account the established
conceptualizations 8f7?"! immigrant business,
the case of Global Persian Carpet Trade
surprisingly indicates clearly almost no corpomatio
with similar industries in other countries beyond
qualifying and taking advantage of the production
infrastructure in the country of origin and linking
domestic producers to foreign consumers

The study also shows that the controlling carpet
business elite has managed to keep it's privileged
position by not allowing entrance to others than
insiders and institutionalizing the terms of ent&n

As it was highlighted in chapter 3 the
internationalization ~ processes  are

must be in place before such an option is
strategically preferred

The case also challenges the importance of
international networks being in place prior to
internationalization of the specific industry, dr i
should be created/activated for succeeding in
border crossing businesses

However, the case of The Global Carpet Trade
reveals much support for the idea of trading
diasporas sharing features, such as strong ethnic
identity and mutual dependence, informal networks
based on mutual trust and family reputation and a
belief in the utility of knowledge from all possibl
source€’. The case, on the other hand, brings
about evidence that the scope of ethnic group
relevant for business success probably should be
limited to those of very close relatives, not
including the whole ethnic group. In other words it
might not be belonging to the ethnic group in
general, however it is defined, but qualifying as
individuals by merits and records of
trustworthiness for the membership of the relevant
inner circle that counts. This might be the very
dynamics of the bottom up process. On the other
hand the inner circle might include individuals who
are not by birth included in the constructed ethnic
community, but who through a long process
qualify for being subject to the trust of the inner
circle

Turning back to the second set of theoretical

usuallyprospective of relevance to this study, that of vhey

understood as large firm driven, with large firms concept of ethnicity or of “ethnic groups” the prated
becoming international or global more quickly andcase here contributes to the understanding of what
more extensively than SMEs and with SMEs often“Ethnic” means in ethnic businesses. Not only safear
being understood only as sub-suppliers to the Jarggsub) ethnic business networks, such as those fbynd
international units and hence as reactive ratran th Light in his study of Iranians in Los Angefé§ but
proactive. The case of The Global Carpet Tradealso a hierarchy of (sub) ethnic groups from theea
indicates clearly the longitude strategic behaviorcountry and a pattern of overlapping ethnic idetit
that make SME’s to become the largest actor on th&he case reveals the theoretical and empirical feed

global scenes for a specific product.

Much another further/deeper move beyond boundaries of

knowledge is to be revealed with regard to theethnicity and into the core cluster of individuas

qguestion of whether it is intellectual articulation

controlling elite, the inner circle, entrance in iah

muddling through (learning by doing) that make requires the broader ethnic solidarity only as a
the difference between survivors and those whaminimum of requirements. Even stronger ties will be

surrender for the pressure
The case therefore challenges the inherent large-

required.

A third theoretical topic of relevance for the cju

firm bias in this standard conceptualization with described in chapter 3 was that of strong ties kvties,
regard to internationalizations. Incidents to be“the network advantage” and “the cultural compeg&enc
clarified empirically include further whether the advantage”. Usually, therefore, immigrant businssse
SMEs horizontal corporation (as suggested by theare strong in city areas where many immigrants dine
established conceptualizations, see chapter 3) im sectors, which deal with culture-loaded goodd an
practice play a role and in that case what conitio services. The case of The Global Carpet Trade shows
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strong evidence for this. The question; however, idn Germany: Mr. R. Albrecht, Mr. R. Amirkhizi Mr.

whether concentration in specific economic sedigrit

H. ArzaneschMr. R. ArzaneschMr. S. Azadj Mr. S.

self can safeguard the privileged position withoutDavood Mr. A. Hosseindjani Mr. G. Kermanshabhi
assistance from other not directly inner circled an Mr. H. MashreghzaminiMr. Milani, Mr. P. Moller,
network, which belong to the same ethnic communityMr. Nikandish Mr. H. Oberlach Mr. M. Saghafj Mr.
There is now empirical indication for cross-network Shaker, Mr. H. Shayesteh, Mr. K. ZarinKafsh,

activities and the possible role they can play.

Finally going back to the theoretical insight dwe t
dark side of ethnically closure of the inner cisgl¢hat
limits the flow of information from outside (thatust
only be the case where parallel business circlethef
same ethnic community are not existifiy the case of
The Global Carpet Trade shows so far no indicafitve. 1.
major hurdle for the business and the rolling bessrelite
has not obviously not been the result of lack of
information, but of the political and institutionztharacter
imposed by the government. As far as the impact of
information flow is concerned the case indicatesead 2.
for future conceptualization and operationalizatioh
ethnic enclave economies that along side many riesatu
among which the type of product, the type of
infrastructure, the type of consumer, network ahe t
impact of parallel inner circles of the same ethnic3.
community should be emphasized.
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