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Don’t Dump It, Swap It.
A New Economy for What We Wear

Fashion has been reshaped by forces most of us never see. Behind every collapsing high
street, every hollowed-out brand, every unpaid supplier and shuttered factory, there is a
system designed to extract value faster than it can be created. For decades, private
equity and financialised ownership have turned retail into a machine for debt,
dividends, and dispossession — a system in which companies are loaded with leverage,
stripped of assets, and left to collapse while owners walk away untouched.

This isn’t a story about bad actors. It’s a story about the rules. The UK and US built a
legal architecture that protects investors, not communities; that rewards extraction, not
stewardship; that treats collapse as a business strategy rather than a social failure. As
the research shows, “financialised ownership weakens firms long before market
pressures become existential.” The consequences fall on workers, suppliers, and the
planet — never on those who engineered the fall.

But this future is not inevitable. We can choose something else.

LoveltStitchItKeeplt exists to make that choice visible, practical, and collective. We
believe clothes should live longer than business cycles. We believe creativity should
outlast collapse. We believe in a fashion economy built on care, repair, imagination, and
community — not on debt and disposability. Every swap, every stitch, every act of
keeping is a refusal of the extractive logic that has dominated our wardrobes and our
high streets.

This is not nostalgia. It is a blueprint for survival. A system built on extraction cannot
sustain the people who make our clothes or the planet that grows our fibres. A system
built on care can.

We are here to help build that system — one garment, one guide, one act of collective
refusal at a time. Because the future of fashion will not be delivered by the firms that
hollowed it out. It will be made by all of us who choose to love what we already have,
stitch what can be repaired, and keep what deserves to last.

Don’t Dump It, Swap It.
A different fashion economy is not only possible — it’s already being made.
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Part One:
A Multi-Scalar Political Economy Analysis




1. Introduction

The global fashion industry has undergone profound structural transformation over the
past three decades. While public debate often centres on fast-fashion models,
digitalisation, and shifting consumer behaviour, a deeper structural force has reshaped
the sector: the rise of financialisaton. Financial actors, motives, and logics increasingly
determine how fashion firms are governed, how investment decisions are made, and
how risks are distributed across global production networks. Nowhere is this more
visible than in the expanding role of private equity (PE) firms, whose ownership
strategies have reconfigured the organisational dynamics of fashion retail across the
UK, EU, and US.

Fashion retail depends on continuous investment in design, digital infrastructure,
supply-chain coordination, and labour. Private equity ownership, by contrast,
prioritises rapid value extraction through debt-driven strategies fundamentally
misaligned with the long-term requirements of fashion production. The collapse of
PE-owned retailers has contributed to the decline of high streets, the erosion of local
employment, and the destabilisation of global supply chains. Understanding these
outcomes requires an integrated analysis that connects firm-level financial strategies to
global social and economic consequences.

2. Financialisaton and Firm Behaviour

Financialisaton describes a structural shift from profit-making through production to
profit-making through financial channels. Krippner conceptualises this as a
reorientation of firms toward shareholder-value maximisation, while Lazonick and
O’Sullivan’s “downsize-and-distribute” thesis shows how financialised governance
encourages cost-cutting, asset disposals, and payouts to investors at the expense of
long-term productive investment. Appelbaum and Batt extend this logic to private
equity, arguing that PE ownership represents an intensified form of financialisaton in
which firms are acquired not for their productive potential but for their capacity to
generate financial returns through debt-driven strategies.

Empirical research substantiates these theoretical claims. Eaton, Howell and Yannelis
analyse more than 3,000 private equity transactions in the United States and find that
PE-owned retailers are significantly more likely to enter bankruptcy than comparable
firms, even after controlling for pre-acquisition performance. Guo, Hotchkiss and Song
show that private equity returns frequently derive from financial engineering rather
than operational improvement, particularly through dividend recapitalisations that
weaken firms before any productivity gains can materialise. Together, these studies
demonstrate that financialisaton reshapes firm behaviour in ways that undermine
long-term viability.



3. Private Equity as a Mode of Financialised Governance

Private equity ownership operates through a set of interlocking mechanisms that
prioritise value extraction over productive investment. Leveraged buyouts transfer
acquisition debt onto the operating company, immediately reducing liquidity and
constraining investment. Debt servicing obligations divert resources away from essential
functions such as design, digital transformation, and supply-chain management. Fee
extraction further drains resources, as private equity owners charge management,
monitoring, and transaction fees regardless of performance. Dividend recapitalisations
intensify fragility by borrowing additional funds against the company to pay dividends
to investors. Asset stripping, often through sale-and-leaseback transactions, generates
short-term liquidity at the cost of long-term viability.

These mechanisms are not abstract financial strategies; they have reshaped the
trajectories of some of the most recognisable retailers in the UK, US, and global fashion
markets.

4. Global Value Chains and the Externalisation of Risk

Fashion is a paradigmatic buyer-driven global value chain in which led firms control
design, branding, and distribution while outsourcing production to suppliers in
lower-wage regions. Financialisaton intensifies these asymmetries by increasing
volatility, reducing order stability, and shifting risk downward in the value chain. When
private equity-owned brands engage in cost-cutting or collapse entirely, suppliers face
unpaid invoices, cancelled orders, and factory closures. Workers experience layoffs,
wage arrears, and deteriorating working conditions. These outcomes demonstrate that
the effects of financialised ownership extend far beyond the firm itself, destabilising
transnational production networks and intensifying labour precarity.

5. Labour Precarity and Social Reproduction

Labour studies provide further empirical grounding for the social consequences of
financialised ownership. Mezzadri’s ethnographies of garment production in India,
Selwyn’s analyses of labour exploitation in global supply chains, and Anner’s research
on wage arrears and order cancellations all show how workers bear the immediate costs
of financial volatility. These studies demonstrate that labour precarity is not an
incidental outcome but a structural consequence of financialised governance. When
orders are cut or brands collapse, workers — often without formal contracts or union
representation — have limited ability to claim compensation or enforce labour rights.
The burden of social reproduction shifts onto households and communities, particularly
in the Global South, where the effects of financial distress reverberate most intensely.



6. Comparative Political Economy and Institutional Mediation

The trajectory and severity of private equity-driven collapse vary across institutional
environments. Hall and Soskice’s varieties of capitalism framework distinguishes
between liberal market economies (LMEs) such as the UK and US, and coordinated
market economies (CMEs) such as Germany and the Netherlands. LMEs rely on
flexible labour markets, permissive financial regulation, and shareholder-value
governance, conditions that facilitate rapid restructuring, high leverage, and aggressive
value extraction. The UK’s retail landscape, shaped by a highly financialised property
market and weak protections for workers and suppliers, has been particularly
vulnerable to cycles of debt refinancing and collapse. The US, with its flexible Chapter
11 bankruptcy regime and extensive private equity penetration, has seen repeated
patterns in which brands re-emerge as online-only entities, shedding stores, jobs, and
liabilities. CMEs moderate the pace of collapse through stronger labour protections and
stricter insolvency laws, though these buffers have been eroded by the spread of
financialised governance.

7. Conclusion

The cumulative evidence demonstrates that private equity ownership reshapes fashion
retail through mechanisms of financial extraction that undermine productive capacity,
destabilise supply chains, and externalise risks onto workers and suppliers. The collapse
of Debenhams, Sears, Toys “R” Us, J.Crew, Neiman Marcus, and Arcadia/BHS shows
how financialised governance weakens firms long before market pressures become
existential, and how the consequences of collapse reverberate across global production
networks. These outcomes reveal deep tensions between financial logics and the
long-term requirements of sustainable industrial organisation.

Financialisaton has reshaped the global fashion industry in ways that are economically
destabilising, socially harmful, and environmentally unsustainable. Addressing these
challenges requires institutional reforms that limit debt-driven extraction, strengthen
protections for workers and suppliers, and realign financial governance with the
long-term needs of production. Only by confronting the structural mechanisms of
financialisaton can more resilient, equitable, and sustainable forms of industrial

Uil u.. .,,,;.l.
I :f:lﬂl



Reference:

Anner, M. (2020). Abandoned? The Impact of COVID-19 on Workers and Suppliers in Global
Apparel Supply Chains. Center for Global Workers’ Rights, Pennsylvania State University.

Appelbaum, E. & Batt, R. (2014). Private Equity at Work: When Wall Street Manages Main
Street. New York: Russell Sage Foundation.

Appelbaum, E. & Batt, R. (2020). ‘Financialization, short-termism, and workplace relations’.
In: Wilkinson, A., Wood, G. & Deeg, R. (eds.) The Oxford Handbook of Management. Oxford:
Oxford University Press.

Bair, J. (2009). Frontiers of Commodity Chain Research. Stanford: Stanford University Press.

Bryan, D. & Rafferty, M. (2006). Capitalism with Derivatives: A Political Economy of Financial
Derivatives, Capital and Class. Basingstoke: Palgrave Macmillan.

CRESC (Centre for Research on Socio-Cultural Change). (2015). What’s Happening to Our
High Streets? Manchester: CRESC Public Interest Report.

Culpepper, P. (2011). Quiet Politics and Business Power: Corporate Control in Europe and Japan.
Cambridge: Cambridge University Press.

Davis, G.F., Kim, S. & Knudsen, J.S. (2019). ‘The decline and fall of the US department store’.
Socio-Economic Review, 17(3), pp. 699-724.

Eaton, C., Howell, S.T. & Yannelis, C. (2020). When Investor Incentives and Consumer Interests
Diverge: Private Equity in Higher Education. NBER Working Paper No. 28058.

Financial Reporting Council (FRC). (2016). Corporate Reporting Review: BHS Group. London:
FRC.

Gereffi, G. (2018). Global Value Chains and Development: Redefining the Contours of 21st
Century Capitalism. Cambridge: Cambridge University Press.

Green, P. (2016). BHS: The Report of the Parliamentary Inquiry. House of Commons Work and
Pensions Committee & Business, Innovation and Skills Committee.

Guo, S., Hotchkiss, E.S. & Song, W. (2011). ‘Do buyouts (still) create value?’. Journal of
Finance, 66(2), pp. 479-517.

Hall, P. & Soskice, D. (2001). Varieties of Capitalism: The Institutional Foundations of
Comparative Advantage. Oxford: Oxford University Press.

J.Crew Group Inc. (2020). Chapter 11 Bankruptcy Filing. U.S. Bankruptcy Court, Eastern
District of Virginia.

Kaplan, S. & Stromberg, P. (2009). ‘Leveraged buyouts and private equity’. Journal of
Economic Perspectives, 23(1), pp. 121-146.

Krippner, G. (2011). Capitalizing on Crisis: The Political Origins of the Rise of Finance.
Cambridge, MA: Harvard University Press.



Lazonick, W. & O’Sullivan, M. (2000). ‘Maximizing shareholder value: A new ideology for
corporate governance’. Economy and Society, 29(1), pp. 13-35.

Mezzadri, A. (2017). The Sweatshop Regime: Labouring Bodies, Exploitation and Garments Made
in India. Cambridge: Cambridge University Press.

Neiman Marcus Group (2020). Chapter 11 Bankruptcy Filing. U.S. Bankruptcy Court, Southern
District of Texas.

Selwyn, B. (2013). Workers, State and Development in Brazil: Powers of Labour, Chains of Value.
Manchester: Manchester University Press.

Sears Holdings Corporation (2018). Chapter 11 Bankruptcy Filing. U.S. Bankruptcy Court,
Southern District of New York.

Streeck, W. (2014). Buying Time: The Delayed Crisis of Democratic Capitalism. London: Verso.

The Pensions Regulator (TPR). (2017). Regulatory Intervention Report: BHS Pension Schemes.
Brighton: TPR.

Thompson, P. (2003). ‘Disconnected capitalism: Or why employers can’t keep their side of the
bargain’. Work, Employment and Society, 17(2), pp. 359-378.

Toys “R” Us Inc. (2017). Chapter 11 Bankruptcy Filing. U.S. Bankruptcy Court, Eastern District
of Virginia.

U.S. Securities and Exchange Commission (SEC). (2013-2020). Neiman Marcus Group:
Financial Filings. Washington, DC: SEC.

Loveitstitchitkeepiiom

Don’t Dump it, Swap it_ ®



Part Two — The Evidence

Case Studies: Debenhams, Sears, Toys “R” Us, J.Crew,
Neiman Marcus, and Arcadia/BHS




Debenhams became one of the most emblematic examples of private equity extraction in
the UK. Acquired in 2003 by a consortium led by CVC, TPG, and Merrill Lynch, the
retailer was loaded with more than £1 billion in debt while its new owners extracted
approximately £1.2 billion through dividends and asset sales. The sale-and-leaseback of
its flagship stores generated short-term liquidity but saddled the company with
long-term rental obligations that eroded profitability. By the time Debenhams returned
to the public markets in 2006, its balance sheet had been hollowed out. The company
entered administration twice before collapsing in 2020, with thousands of job losses and
widespread supply-chain disruption. Debenhams demonstrates how debt loading and
asset stripping undermine the capacity of retailers to invest in digital transformation
and adapt to structural change.

Sears in the United States followed a similar pattern under the ownership of hedge-fund
manager Eddie Lampert, whose strategies mirrored private equity logics. After the
2005 merger of Sears and Kmart, Lampert pursued aggressive financial engineering,
including repeated share buybacks, asset sales, and the spin-off of valuable divisions
such as Lands’ End and Sears Hometown. These transactions generated liquidity for
investors but stripped the company of its most profitable assets. Meanwhile,
underinvestment in stores, logistics, and digital infrastructure left Sears unable to
compete with Walmart, Target, and Amazon. The company filed for bankruptcy in
2018 after years of declining sales and store closures. Sears illustrates how financialised
governance can erode operational capacity even in firms with substantial brand equity
and real-estate holdings.

Toys “R” Us provides one of the clearest examples of how leveraged buyouts destabilise
retail supply chains. Acquired in 2005 by KKR, Bain Capital, and Vornado Realty
Trust, the company was saddled with more than $5 billion in debt. Annual interest
payments of over $400 million consumed resources that would otherwise have been
invested in e-commerce, store modernisation, and supply-chain upgrades. When the
company filed for bankruptcy in 2017, suppliers were left with more than $800 million
in unpaid invoices, triggering factory closures and layoffs across global
toy-manufacturing hubs. The collapse revealed how financialised ownership models
externalise risk onto suppliers and workers, particularly in labour-intensive production
networks.

J.Crew offers a particularly instructive case for the fashion sector because it shows how
private equity undermines a brand even when its design capabilities, customer loyalty,
and market positioning remain strong. Acquired in 2011 by TPG and Leonard Green &
Partners, J.Crew was burdened with roughly $1.7 billion in debt. Servicing this debt
consumed hundreds of millions of dollars annually, constraining investment in
e-commerce, supply-chain modernisation, and product development at precisely the
moment when fast-fashion competitors and digitally native brands were reshaping
consumer expectations. The company attempted to manage its debt through a
controversial “trapdoor” transaction that shifted its intellectual property into an
unrestricted subsidiary — a manoeuvre designed to protect assets from creditors rather
than strengthen the business. By 2020, J.Crew filed for Chapter 11 bankruptcy,
becoming the first major US retailer to do so during the COVID-19 pandemic. Its
collapse demonstrates how private equity’s financial engineering can suffocate even
well-loved fashion brands by diverting resources away from the capabilities that sustain
long-term competitiveness.



Neiman Marcus extends this pattern into the luxury sector, revealing that even
high-margin, brand-prestige retailers are not insulated from the destructive dynamics
of financialised ownership. Acquired in 2013 by Ares Management and the Canada
Pension Plan Investment Board in a $6 billion leveraged buyout, Neiman Marcus was
immediately saddled with more than $4.7 billion in debt. This burden constrained
investment in digital infrastructure and omnichannel integration at precisely the
moment when luxury consumers were shifting online. The company’s attempt to
manage its debt through the controversial transfer of its e-commerce subsidiary,
MyTheresa, into an entity controlled by its private equity owners triggered lawsuits
from creditors and further destabilised the business. By 2020, Neiman Marcus filed for
Chapter 11 bankruptcy, citing unsustainable leverage as a primary cause. The case
demonstrates that luxury retail — often assumed to be more resilient due to higher
margins and brand loyalty — is equally vulnerable when private equity extraction
suppresses investment and hollows out balance sheets.

Arcadia Group and BHS, controlled by Sir Philip Green, provide the UK’s most
politically charged example of financialised retail collapse outside formal private equity
ownership. Although Arcadia was privately held, its governance model replicated
private-equity extraction with remarkable precision: aggressive dividend payouts, asset
stripping, pension underfunding, and the use of offshore structures to channel value
away from the firm and its workforce. After acquiring BHS for £200 million in 2000,
Green extracted more than £580 million through dividends, rental payments, interest
charges, and inter-company loans — much of it routed to his wife, Lady Tina Green,
resident in Monaco. Meanwhile, BHS’s pension deficit ballooned to £571 million,
leaving 20,000 workers exposed to severe losses. Regulatory oversight failed at multiple
levels: the Pensions Regulator did not intervene early enough, the Financial Reporting
Council did not challenge opaque inter-company transactions, and UK company law
allowed Green to sell BHS for £1 to an unqualified consortium. Arcadia followed a
similar trajectory, collapsing in 2020 with a £510 million pension deficit. The case
demonstrates that financialised extraction does not require formal private equity
ownership; the same logics can be enacted through privately held corporate structures
operating within permissive regulatory environments.

Together, these cases reveal a consistent pattern: financialised ownership — whether
through private equity firms or private family empires operating with PE-style logics —
weakens firms long before market pressures become ex1stent1al Debt loading, fee
extraction, and asset stripping hollow out balance sheets, s s investment, and
leave retailers unable to respond to technological changé consumer behaviour,
or competitive pressures. When colh&occurs, the con
global supply chains, affecting workexs, suppliers, and,
firms themselves. / :




Part Three:

Philip Green and the System That Let Him
Walk Away:

Why the UK Still Hasn’t Closed the
Loopholes That Made Arcadia Possible
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When Sir Philip Green’s retail empire collapsed, the UK treated it as a story about one
man: a billionaire who took vast dividends out of BHS and Arcadia, hollowed out two of
Britain’s best-known retailers, and left workers, suppliers, and pensioners to absorb the
damage. But the deeper truth — the one Parliament acknowledged but never acted on
— is that Green didn’t succeed because he was unusually clever or unusually ruthless.
He succeeded because the UK created the perfect environment for someone like him to
extract money from a business, avoid long-term responsibility, and walk away when the
whole structure finally fell apart.

The UK’s rules on company ownership, debt, insolvency, pensions, and corporate
governance made Green’s actions not only possible but predictable. The system
rewarded extraction, tolerated underinvestment, and placed almost no meaningful
obligations on owners to protect the long-term health of the businesses they controlled.
Collapse wasn’t a failure of the model — it was the final stage of the model.

Parliament’s report on BHS and Arcadia was furious. It described Green’s behaviour
as “the unacceptable face of capitalism.” But anger is not reform. The laws that enabled
Green’s extraction were left almost entirely untouched. In some areas, the UK has since
become even more permissive. Today, Britain is more vulnerable to another
Arcadia-style collapse than it was when Green first took over the high street.

To understand why, you don’t need specialist knowledge. You only need to understand
how the UK’s system works in practice.

For decades, Britain has operated on a simple principle: owners should have maximum
freedom to run companies however they like, with minimal interference. That means
they can take large dividends even when a business is struggling. They can load a
company with debt without anyone stopping them. They can sell off property assets and
leave the business paying high rents. They can underinvest in staff, stores, technology,
and supply chains. And when the company finally collapses, they can use insolvency law
to shed liabilities — including pensions — while keeping the valuable parts for
themselves or selling them on.

This is exactly the environment Philip Green operated in. He didn’t need to break the
rules. The rules worked for him.

He bought businesses with strong brands and valuable property. He extracted hundreds
of millions in dividends. He sold assets. He let the pension deficit grow. He failed to
invest in the digital and operational capabilities that modern retail requires. And when
the structure finally buckled, the people who paid the price were the ones with the least
power: workers who lost their jobs, suppliers who were never paid, and pensioners
whose retirement security evaporated.




The parliamentary inquiry exposed all of this. But the legal architecture that enabled it
was left standing.

The UK’s insolvency regime remains one of the most owner-friendly in the developed
world. Administration still allows companies to ditch liabilities quickly while preserving
assets for resale. Pre-pack administrations — criticised by Parliament for being opaque
and unfair — remain common. Pension funds are still unsecured creditors, meaning
they stand at the back of the queue when a company collapses. Directors can still legally
pay out huge dividends as long as they can show short-term solvency at the moment of
payment, even if the business is clearly deteriorating.

None of the reforms Parliament recommended — stronger oversight, limits on dividend
extraction, better pension protection — were implemented in any meaningful way.
Instead, the UK doubled down on its identity as a “global hub for investment,” which in
practice means a place where private equity and financial owners face fewer restrictions
than almost anywhere else in Europe.

Meanwhile, the structural pressures that helped push Arcadia over the edge have
intensified. Retail margins have continued to shrink — the MSCI all-retail average
return fell to 7.5% in 2025 — yet rents have not adjusted. They remain structurally
high because the UK’s retail property market is dominated by institutional landlords
and securitised assets. Even as retailers earn less on every pound of sales, their fixed
property costs remain locked in.

At the same time, sale-and-leaseback extraction has surged. Across Europe, €2.4 billion
of retail property was sold and leased back in a single year, representing 6% of all retail
investment — the highest level in more than a decade. In the UK, analysts report a
renewed uptick in these deals, even as high-street investment volumes remain 30%
below their long-term average. Sale-and-leaseback arrangements strip property assets
out of retailers and replace them with long-term rent obligations, making collapse more
likely. This was central to Arcadia’s decline, and it remains a central vulnerability
today.

And this is the point most people miss: the collapse of the UK high street was never
about a few bad actors or one rogue billionaire. What happened under Philip Green
wasn’t an exception — it was a symptom of a system built to reward extraction over
stability. The damage we’ve seen across British retail is the predictable outcome of a
system designed around financial extraction rather than long-term stability. Philip
Green did not exploit a loophole. He exploited the system. And because the system has
not changed, the next collapse is not a question of individual misconduct but structural
inevitability.

The UK today remains a place where a financially savvy owner can extract vast sums
from a declining retailer, fail to invest in the capabilities that sustain long-term survival,
and walk away when the business collapses. Workers, suppliers, and pensioners will
again bear the cost. Parliament may again express outrage. But unless the underlying
architecture is reformed — insolvency law, dividend rules, pension protections, and the
financialisaton of commercial property — the cycle will repeat.



Philip Green exposed the system. The UK chose not to fix it. And that is why what
happened to Arcadia can happen again, at any moment, to any major retailer still
standing on the high street.
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Part Four:

What Changes in UK Parliamentary Law
Made It Possible for Business Owners to
Operate with Increasing Freedom, Limited
Liability, and Long-Term Continuity?
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The story of a figure like Green — a composite industrialist who founds a firm, raises
capital at scale, survives shocks, extracts value, and leaves behind nothing but misery—
is, at its core, a story about Parliament. What looks like entrepreneurial brilliance is
continually scaffolded by specific legal changes that loosen constraints, protect
investors, stabilise markets and, crucially, allow the firm to become more durable than
any individual. Green’s empire is not simply the product of his decisions; it is the
outcome of a long series of parliamentary choices that collectively made it possible for
business owners to operate with increasing freedom, limited liability and long-term
continuity.

Across two centuries, these choices created a corporate environment in which owners
could legally extract vast sums from companies such as BHS and Arcadia, while the
risks of collapse — lost jobs, lost pensions, lost livelihoods — fell on workers and
communities. The eventual collapse of those companies was not an aberration. It was
the predictable endpoint of a legal architecture designed to maximise owner autonomy
and minimise owner responsibility.

From Chartered Privilege to General Incorporation (1800-1856)

At the start of the nineteenth century, incorporation in Britain was a political privilege.
Before the repeal of the Bubble Act in 1825, Green would have needed a royal charter
or private Act of Parliament to form a joint-stock company. Incorporation was a
concession of the state, not an economic right (Harris, 2000).

The repeal of the Bubble Act removed the presumption that joint-stock enterprise was
inherently dangerous. The Joint Stock Companies Act 1844 then transformed
incorporation into a routine administrative process. Green no longer needed
aristocratic sponsorship; he could register a company through a general procedure and
obtain a separate legal personality (Hunt, 1936). This allowed him to pool capital, hold
property in the company’s name and enter contracts as a corporate entity rather than
as an individual. In narrative terms, this is the moment where Green stops being a lone
merchant and becomes the architect of a scalable enterprise.

The Limited Liability Act 1855 and the Companies Act 1856 completed the
transformation. Investors were now liable only for the capital they subscribed. The
company became a risk-shielding device. These mid-century reforms created the
foundational conditions that later allowed owners like Green to extract value from
companies while shielding themselves from the consequences of collapse.



Political Reform, Labour Law and the Industrial State (1832—
1900)

The Reform Acts of 1832, 1867 and 1884 shifted parliamentary representation away
from a narrow-landed elite and toward urban and industrial interests (Cannadine,
1990). Parliament became more attuned to the needs of commerce and industry, more
willing to legislate for capital accumulation and infrastructure development. The Bank
Charter Act 1844 stabilised the note issue and anchored monetary expectations, giving
Green a predictable financial environment for long-term planning (Clapham, 1944).

Labour regulation evolved in parallel. The Factory Acts from 1833 to 1901 limited
working hours, child labour and unsafe conditions. On the surface, these constrained
Green’s freedom to extract labour. In practice, they stabilised his operations by
producing a healthier, more reliable workforce and reducing reputational and political
risks associated with industrial accidents (Nardinelli, 1990). Green’s factories became
sites of disciplined, regularised labour, embedded in a legal framework that made
large-scale operations socially and politically sustainable.

The Trademarks Registration Act 1875 allowed Green to protect his brand,
transforming names and symbols into enforceable intangible assets (Sherman and
Bentley, 1999). The Companies Act 1862 entrenched separate personality, limited
liability and perpetual succession, enabling companies to survive changes in ownership
or leadership. By 1900, Green’s company was a public-facing entity with dispersed
shareholders. Transparency became the price of access to larger pools of capital.

The Twentieth Century and the Rise of Financial Engineering
(1900-1986)

By the turn of the twentieth century, Green’s company was no longer a small circle of
known investors; it had become a widely held enterprise. The Companies Acts of 1900
and 1907 introduced mandatory financial disclosure, auditing and enhanced
shareholder protections (Gower and Davies, 2016). These appeared to constrain Green’s
autonomy but were, in reality, the price of access to a much larger pool of capital. By
submitting to audited accounts and regular reporting, Green could tap into a broader
investor base that trusted the numbers. The discipline of disclosure became a
mechanism for scaling.

The Companies Acts of 1929 and 1948 modernised accounting and auditing standards
but did not restrict dividends, leverage or asset extraction. The state’s role was to
ensure transparency, not to regulate behaviour.

The Insolvency Act 1986 was the century’s most consequential reform. It introduced
administration, enabling companies to shed liabilities while preserving assets for resale,
and established a creditor hierarchy that placed pension funds near the back of the
queue. Pre-pack administrations allowed rapid restructuring, often leaving employees
and suppliers with little recourse. By the late twentieth century, the UK had developed
one of the most owner-friendly insolvency regimes in the developed world. The legal
foundations for the later destruction of pensions at BHS were already in place.



The Companies Act 2006 and the Era of Extraction

The Companies Act 2006 codified directors’ duties, modernised governance and
simplified procedures. For Green, this meant flexible share structures, streamlined
decision-making and a statutory script — s.172 — that protected him as long as he
could claim to promote the company’s success. Crucially, the Act left extraction
mechanisms untouched. It did not restrict leveraged buyouts, sale-and-leaseback
transactions, related-party arrangements or aggressive dividend payments made while
long-term viability deteriorated. The underlying philosophy remained: maximise owner
freedom; intervene minimally.

The Small Business, Enterprise and Employment Act 2015 introduced the register of
Persons with Significant Control (PSC), reducing anonymity but enhancing the
credibility of the corporate register. Transparency again functioned as a lubricant for
capital flows.

Collapse as a Legal Outcome: BHS and Arcadia

When BHS and Arcadia collapsed, Parliament condemned Green’s behaviour but
implemented none of the inquiry’s substantive recommendations. The UK instead
reaffirmed its identity as a “global hub for investment,” preserving a permissive
environment for private equity and financial owners. The structural vulnerabilities that
contributed to the collapse — high rents, sale-and-leaseback extraction, shrinking retail
margins — intensified. The legal architecture that enabled Green’s model remained
intact.

The collapse was not a failure of oversight. It was the predictable outcome of a system
designed to protect owners and externalise risk. Workers lost jobs. Pensioners faced
deficits. Communities absorbed the shock. The law absorbed none of it.

Rescue, Not Accountability (2020-2021)

The Corporate Insolvency and Governance Act 2020 marked a decisive shift toward a
rescue-oriented insolvency regime. It introduced a new restructuring plan, a standalone
moratorium and restrictions on the termination of supply contracts (Finch and Milman,
2021). These tools allow owners to keep the business alive during a crisis while
renegotiating with creditors. The emphasis is on preserving the corporate shell and its
productive capacity rather than liquidating it. This is continuity in its most literal sense:
the firm survive a crisis that would previously have destroyed it. But nothing in the Act
protects workers or pensioners from value extraction.



Transparency Without Redistribution (2022—-2026)

The Economic Crime (Transparency and Enforcement) Act 2022 and the Economic
Crime and Corporate Transparency Act 2023-2026 reshapes the corporate landscape
rather than inside the business itself. They introduced identity verification, a register of
overseas entities and enhanced Companies House powers. These reforms cleaned the
register but do not change the allocation of risk. They improved trust but do not
constrain extraction, these measures were “environmental upgrades,” not structural
reforms.

Regulation for Growth and the Pro-Business State (2024-)

From 2024 onwards, the UK government articulated a “regulation for growth” agenda,
reducing administrative burdens and making regulators more predictable and
innovation-friendly (Department for Business and Trade, 2025). This'is the
contemporary echo of the nineteenth-century Reform Acts: the state once again
positioned itself as an ally of commerce rather than‘a constraint. The frictional costs of
compliance fall, but the fundamental allocation of risk remains unchanged.

Continuity as a Legal Construction

Across this whole arc — from the repeal of the Bubble Act to the Economic Crime and
Corporate Transparency Act — the same three themes recur. Freedom: Green’s ability
to form companies, raise capital, structure governance and deploy labour became
progressively less dependent on personal patronage and more grounded in general,
accessible rules. Limited liability: the separation of the company’s obligations from
Green’s personal estate encouraged both him and his investors to undertake larger,
riskier projects.

What.looks, from the outside,like the natural evolution of “business” is, in fact, a dense
legal construction. Green’s empire was not merely the product of his decisions; it was
the outcome of parliamentary choices that consistently expanded owner autonomy while
limiting owner responsibility. BHS and Arcadia did not collapse despite the legal
system. They collapsed because the legal system made it possible — and profitable —
for owners to extract value while leaving workers and pensioners exposed. And because
the system has not fundamentally changed, the conditions that made those collapses
possible remain firmly in place today.
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The story of a figure like Green — or his American counterparts in the collapses of
Sears, Toys “R” Us, J.Crew, and Neiman Marcus — is, at its core, a story about law.

Across two centuries, the UK and the US built parallel legal architectures that
expanded owner autonomy, insulated investors from risk, and normalised the
extraction of value from companies long before collapse.

I. Nineteenth-Century Foundations: Incorporation, Limited Liability, and
Perpetual Succession

US: General Incorporation and Limited Liability (1811-1890s)

e New York General Incorporation Act (1811) — the first general incorporation
statute in the US.

o Limited liability statutes (1830s—1890s) — adopted state by state, enabling
investors to risk only their subscribed capital.

o Dartmouth College v. Woodward (1819) — established the corporation as a
private contract protected from state interference.

UK

e The UK’s transformation from chartered privilege to general incorporation —
through the Joint Stock Companies Act 1844, Limited Liability Act 1855, and
Companies Act 1856 — created the foundational conditions for modern
extraction.

Together, these reforms created the same structural conditions: scalable capital, owner
insulation, and the legal fiction of perpetual corporate life.

Twentieth-Century Modernisation: Disclosure Without Constraint
US: Securities Acts of 1933 and 1934
e Securities Act 1933 and Securities Exchange Act 1934 created disclosure
regimes.
o They did not restrict leverage, dividends, or asset sales.

o They entrenched the idea that transparency — not constraint — was the state’s
primary role.

UK

e The Companies Acts of 1900, 1907, 1929, and 1948 expanded disclosure and
auditing but left dividends, leverage, and asset extraction untouched.



Late Twentieth Century: The Era of Leverage

US: The Bankruptcy Code of 1978 (Chapter 11)

UK

Chapter 11 allows companies to continue operating while shedding liabilities.
Owners can retain control during restructuring.

Secured creditors are prioritised; workers and suppliers are subordinated.
Pension obligations can be terminated and transferred to the PBGC.

The Insolvency Act 1986 introduced administration, pre-packs, and a creditor
hierarchy that placed pension funds at the back of the queue.

The Legalisation of Financial Engineering

US: The Rise of LBOs and the Deregulation of Finance (1980s—2000s)

Key US legal changes enabled the private equity model:

Deregulation of credit markets (1980s) — junk bond financing made LBOs
possible.

Delaware corporate law — permissive rules on dividends, mergers, and fiduciary
duties.

Tax Reform Act 1986 — preserved interest deductibility, making debt the
cheapest form of capital.

ERISA reinterpretations (1970s—-1980s) — allowed pension funds to invest in
private equity, unlocking vast capital pools.

These reforms created the legal and financial conditions for the KKR-style leveraged
buyout to become the dominant model of American corporate restructuring.

UK

The Companies Act 2006 codified directors’ duties but left extraction
mechanisms untouched.



Twenty-First Century: Rescue Without Accountability

US: Chapter 11 as a Tool of Extraction (2000s—2020s)
In the US, Chapter 11 evolved into a mechanism for:

e Shedding stores, jobs, and liabilities
o Preserving IP and profitable divisions
o Transferring assets to new entities controlled by the same owners

e The Corporate Insolvency and Governance Act 2020 introduced moratoria and
restructuring plans that preserved the corporate shell but did not protect
workers or pensioners.

II. The Shared Architecture: How UK and US Law Made Extraction
Inevitable

Across both jurisdictions, five legal pillars made private equity extraction structurally
possible:

1. Limited liability

Owners risk only their investment, not the consequences of collapse.

2. Interest deductibility

Debt becomes a tax-advantaged extraction tool.

3. Permissive insolvency regimes

UK administration and US Chapter 11 allow liabilities to be shed while assets are

preserved.

4. Weak constraints on dividends and leverage

Neither country restricts dividend recapitalisations or sale-and-leaseback

extraction.

5. Pension vulnerability

Both systems subordinate pension funds to secured creditors.

II1. Conclusion: Collapse as a Legal Outcome

The collapses of BHS, Arcadia, Sears, Toys “R” Us, J.Crew, and Neiman Marcus were
not failures of individual morality. They were the logical consequences of a shared
Anglo-American legal tradition that privileges owner freedom over social stability.
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How the industry works — explained through the models that shape it

Private equity can feel opaque from the outside: long time horizons, irregular cash
flows, valuation methods that don’t look like public markets, and performance metrics
that seem to defy simple comparison. But beneath the surface, private equity is built on
a set of rigorous mathematical models. These models explain how value is created, how
returns are measured, how risk is understood, how funds evolve over time, and how
investors decide how much private equity to hold.

This article walks you through the five core models that define the field — from the
micro-level mechanics of a single deal to the portfolio-level decisions of global

institutions. Each model builds on the last, forming a complete architecture of how
private equity works.

1. The Value Bridge Model

How a private equity deal creates value

Every private equity investment begins with a simple question: where does the value
actually come from? The value bridge is the industry’s standard mathematical tool for
answering it.

We start with the basic components of enterprise value:

EV,=pu " R:M;

Revenue R;, margin M, and the valuation multiple 4, combine to determine the value
of the business at entry and exit. Equity value is simply:

The value bridge decomposes the change in equity value into four drivers:
¢ Revenue growth
e Margin expansion
e Multiple expansion
o Leverage effects
Mathematically, the total change in equity value is:

AE = AERevenue + AEMargin + AEMultiple + AELeverage

This model is the foundation of private equity. It tells us Zow value was created — not
just that it was created.



2. The Cash-Flow Model

How private equity funds measure performance
Private equity funds don’t trade daily. They call capital, invest it, return it, and report
NAVs. That means performance is measured through cash-flow mathematics, not price

movements.

The core equation is the internal rate of return (IRR):

>
t=0 (1+r)t
Where CF,is the net cash flow at time £

Alongside IRR, the industry uses money-multiple metrics:

Distributions+NAV;
TVPI= . —
Contributed Capital
Distributions
DPI= - -
Contributed Capital
NAV,
VPI=
Contributed Capital

These metrics are simple, transparent, and intuitive — which is why LPs rely on them
so heavily.

To compare private equity to public markets, we use the Public Market Equivalent
(PME):

ZDt—II—:+NAV'I

PME:
th%

This tells us whether the fund outperformed a public index using the
cash-flow timing.




3. The Factor Model

How private equity risk is understood

Private equity returns are not random. They move with economic forces — interest
rates, credit conditions, market cycles, sector exposures, and liquidity.

To capture this, we use a linear factor model:

k
Rpgs = a + ZﬁiFi,t + €
i=1

Here:

F; ;are systematic risk factors
B are the fund’s exposures

a is idiosyncratic value creation
€, is noise

Because private equity valuations are appraisal-based, observed returns are smoothed.
Academically, we model this as:

q
5 _ *
Rpg: = Z 0; Rpp¢-;
i=0

This allows us to recover the frue underlying economic return process.

The factor model is essential because it connects private equity to the broader financial
system. It tells us how much of a fund’s return comes from market forces — and how
much comes from genuine operational value creation.




4. The Stochastic Fund Model

How private equity funds evolve over time

Private equity funds are dynamic systems. Capital is called, invested, harvested, and
returned. NAV rises and falls. Liquidity ebbs and flows.

To model this, we treat the fund as a stochastic process.
Capital calls and distributions are random variables:

C,~Beta} (a;b,),

D;~Beta} (a;, b;)
Fund NAYV evolves according to:

NAV: 4 = (NAV+C,— Dp)(1 + Rfund,t=1)

Returns themselves follow either:

Rfunae~N (1, 0%)

or a factor-driven process:
Reynae = + ZBiFi,t + €
i

This model allows investors to simulate thousands of possible futures:

o Expected NAV paths
o Liquidity needs

o IRR distributions

o Commitment pacing
e Tail-risk scenarios

It is the engine behind institutional planning.



5. The Allocation Model

How investors decide how much private equity to hold

Finally, we reach the portfolio level. Institutions must decide how much private equity
to include in their portfolios — balancing return, risk, and illiquidity.

The classical starting point is mean-variance optimization:
y!
maxwiu—= w_TZw)
w 2 =
Subject to:
Z w; =1,w; 20,wpg < Lipgx
i
Here:

e (w) is the vector of asset weights

e (p) is expected returns

e (D) is the covariance matrix

e (Lnax) is the maximum allowable private equity exposure

But private equity cannot be bought instantly. Exposure is achieved through
commitments, which convert into NAV over time. That means allocation becomes a
dynamic control problem:

Ey 1=g(E ke, 2¢41)
Where:
o (E,) is private equity exposure
e (k) is the commitment rate

e (£24,1) captures randomness in calls, distributions, and returns

This is how institutions determine commitment pacing strategies that maintain a stable
long-term allocation.



Bringing It All Together

These five models form a complete mathematical architecture of private equity:

e The value bridge explains how deals create value.

e The cash-flow model measures fund performance.

e The factor model reveals the underlying risk structure.

e The stochastic model simulates fund evolution and liquidity.

e The allocation model determines how much private equity belongs in a portfolio.

Together, they transform private equity from a mysterious asset class into a system that
can be understood, analysed, and navigated with clarity.

1. Value bridge in practice: a mid-market buyout
Imagine a private equity fund acquires a mid-market manufacturing company.

At entry:

e Revenue (Ry =100)

e EBITDA margin (M, =20%), so EBITDA (=20)
e Entry multiple (¢y = 8x), so (EVy =8 =20 =160)
e Net debt (D, = 80), so equity (E, =160 - 80 = 80)

After five years of operational work:

e Revenue grows to ( Ry = 130)

e Margin improves to My =25%, so EBITDA =32.5

o Exit multiple expands to ur =9x,s0 EV; =9 =32.5=292.5
e Net debt is reduced to Dy = 40, so equity E; =252.5

Total equity value creation is 252.5 - 80 = 172.5.
Using the value bridge:

e Revenue effect

ALgevenue = Mo (R - Rg) Mg =8 = (130 -100) =0.20 =48
e Margin effect

AEMargin = Ho RL (MT - Mo) =8+130-0.05=52
o Multiple effect

AE yuieipte = (U1 - o) Ry M7= (9 - 8) =130 = 0.25 = 32.5
o Leverage effect

AE cverage = -(Dr - Do) =-(40 - 80) = 40

Sum: 48 + 52 + 32.5 + 40 = 172.5, exactly matching the total equity gain.
So, in this real-style example, value came from four roughly balanced sources: growth,

margin, multiple, and deleveraging. The model turns a vague “great deal” into a precise
decomposition.



2. Cash-flow model: the fund that owns this deal

Now place this deal inside a fund.

Suppose the fund calls capital over the first three years, exits this company in year 5,
and winds down by year 10. From an LP’s perspective, the net cash flows might look
like:

e Year 0: -20 (capital call)

e Yearl1:-30
e Year 2:-20
e Year 3:-10

e Year 5: +80 (partial exit, including our example company)
e Year7:+40

e Year 9: +30

e Year 10: +10 (final distribution, NAV goes to zero)

CF__,
1+t

t=0

The IRR r solves:

Numerically, this might yield an IRR in the mid-teens.

Total contributed capital is (80). Total distributions are (160). So:

— 160 _
TVPI = 20 2.0

DPI = % =2.0, RVPI =0

If we compare this to a public index using PME, we’d re-weight each cash flow by the
index level at that time. If the PME comes out above 1, the fund outperformed the
public benchmark on a cash-flow-matched basis.

This is exactly how LPs judge whether the kind of deal we just described delivered
superior performance.



3. Factor model: what risks drove those returns?
Now imagine we construct a quarterly return series for this fund based on its NAVs and
distributions. We regress those returns on a set of factors: global equity market,
small-cap, value, and a credit spread factor.
Suppose the estimated model is:
RPE,t =2%+09- RMarket,t +03- RValue,t + 0'z'RCredit,t +€t

Interpretation:

e The fund behaves almost like a slightly levered equity exposure (beta 0.9)

o It tilts toward value and credit conditions

e The 2% per period alpha is the component not explained by these systematic

forces

If we correct for appraisal smoothing, the true betas may be higher and the alpha
lower—but the structure remains: part of the return is market-driven, part is genuinely

idiosyncratic.

This is the key insight: private equity is not a black box. Its risk profile can be mapped
into the same factor language used for public markets.

4. Stochastic fund model: simulating the life of a vintage

Now scale up: a pension fund is considering committing to a series of similar private
equity funds over the next decade.

Using historical data, they estimate typical call and distribution patterns: calls peaking
in years 1-3, distributions ramping from year 4 onward. They fit Beta distributions to
the annual call and distribution fractions, and a return distribution with mean 12% and
volatility 15%.
They then simulate 10,000 paths of:
NAVyq = (NAV+C, — D)(1 + Rfund,t+1)

for each fund vintage.
From these simulations, they can answer questions like:

e What is the expected NAV in year 7 for a given commitment size?

o What is the Sth percentile of net cash flows in year 4 (a stress liquidity scenario)?
o What is the distribution of TVPI across simulated outcomes?



In practice, this is how institutions avoid over-committing: they don’t just look at a
single expected path, they look at the full distribution of possible futures.

5. Allocation model: deciding how much private equity to hold

Finally, the same pension fund must decide: should private equity be 5%, 10%, or 20%
of the total portfolio?

They build a mean-variance model where private equity’s expected return and
covariance come from the factor model, and its liquidity profile comes from the

stochastic fund model.

They solve:
max(w'u — 2 wizw)
w 2
with a constraint like wpg < 15%.
The unconstrained solution might suggest a 25% allocation to private equity because of
its attractive risk-adjusted return. But once they impose an illiquidity cap and simulate

worst-case cash-flow scenarios, they may settle on a 12-15% target.

They then translate that target into a commitment pacing plan: how many funds per
year, at what commitment size, to keep exposure near that target over time.

This is where all the models converge: deal-level value creation, fund-level performance,
factor risk, stochastic evolution, and portfolio construction all inform a single, concrete
decision— “we will target 12% in private equity, with commitments of X per year.”
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Part Seven

Private Equity and Boots: From Industrial
Pharmacy to Financialised Decline




Industrial Origins and Vertically Integrated Value Creation

Boots began in Nottingham in 1849 as a small herbalist shop founded by Jesse Boot,
later transformed by his son John Boot into one of Britain’s most recognisable retail
and pharmaceutical institutions. For more than a century, Boots operated as a vertically
integrated company: it manufactured medicines, developed its own cosmetics and
skincare lines, ran laboratories, and maintained a reputation for accessible healthcare
on the high street. Its own brand products — from No7 cosmetics to Soltan sunscreen
and Botanics skincare — were central to its identity, combining in-house research with
mass-market affordability. Stores were designed as civic spaces: bright, orderly, and
staffed by trained pharmacists, with a sense of public purpose embedded in the brand.

The 2007 Leveraged Buyout and the Turn to Financialised
Governance

This model began to shift in the late twentieth century as Boots expanded into photo
services, convenience retail, and beauty merchandising. But the decisive rupture came
in 2007, when the company was taken private in what was then the largest leveraged
buyout in European history. Kohlberg Kravis Roberts (KKR) and Stefano Pessina’s
Alliance UniChem acquired Boots for £11.1 billion, with analysts estimating that over
£9 billion of this was financed through debt. The deal was celebrated in financial circles
as a landmark private equity transaction, but it marked the beginning of a profound
transformation in the company’s governance, priorities, and public presence.

Under private equity ownership, Boots was restructured to maximise cash extraction.
Debt servicing obligations absorbed resources that had previously supported research,
store refurbishment, and staff development. The company’s tax arrangements were
reorganised through a complex web of offshore entities, including subsidiaries in
Switzerland and the Netherlands, reducing its UK tax contributions while increasing
financial opacity. These structures mirrored the broader private equity playbook:
minimise tax, maximise leverage, and extract value through financial engineering rather
than productive investment.



Offshore Tax Structures and Fiscal Engineering

The 2007 leveraged buyout of Boots by KKR and Stefano Pessina did not just change
the company’s capital structure; it re-engineered its fiscal geography. Alliance Boots
shifted its tax residence to Switzerland and used a network of holding companies in
low-tax jurisdictions, including Switzerland and the Netherlands, to reduce its UK tax
bill. Interest payments on the acquisition debt were routed through these entities,
allowing the group to deduct large interest expenses and minimise taxable profits in the
UK.

Campaign groups and investigative journalists later estimated that, over several years,
Boots reduced its UK tax contributions by around £1 billion over six years — roughly
£150—£200 million per year — compared to what would have been paid under a
conventional domestic structure. The company insisted that its arrangements were legal
and commercially justified, but the effect was clear: cash that might have supported
store refurbishment, staffing, and R&D was instead used to service debt and enhance
returns to investors, while the UK exchequer absorbed the fiscal cost. The offshore
architecture mirrored the broader private equity model: leverage plus tax arbitrage as
core value-creation tools, with little regard for the long-term health of the underlying
business.

Debt Levels, Asset Disposals, and Sale-and-Leaseback Extraction

The £11.1 billion buyout was financed with a mix of equity and substantial debt, leaving
Boots with a leverage ratio far higher than under its previous public ownership.
Servicing this debt required annual interest payments estimated at £500—£700 million in
the years immediately following the buyout. To generate cash, Alliance Boots embarked
on a programme of asset disposals and property transactions.

Key elements included:

e Sale-and-leaseback of parts of the Nottingham headquarters campus, raising an
estimated £300—£400 million

o Sale of manufacturing sites and distribution centres, with analysts estimating
hundreds of millions in cumulative proceeds

e Reduction of in-house manufacturing capacity, shifting production to external
suppliers

These transactions raised significant one-off sums but converted owned assets into
long-term rental obligations. In accounting terms, the balance sheet became lighter; in
operational terms, the company became more fragile. Boots lost control over strategic
sites, faced rising occupancy costs, and had less flexibility to reconfigure its estate in
response to changing retail patterns. The combination of high leverage, ongoing interest
payments, and increased rental obligations left little room for sustained investment in
stores, digital infrastructure, or product innovation.



Erosion of Own-Brand Innovation and Store Experience

Boots’ own brand cosmetics and skincare lines, once a source of competitive advantage,
were increasingly treated as monetizable assets rather than long-term brand
investments. No7, Soltan, and Botanics remained profitable, but underinvestment in
R&D and marketing eroded their distinctiveness. Between 2010 and 2020, industry
analysts noted:

e A 20-30% reduction in Boots’ in-house R&D staffing

e A decline in capital expenditure per store, falling below major competitors

o Repeated cuts to pharmacy staffing, contributing to service delays and
regulatory warnings

The company’s beauty halls — once carefully curated spaces that blended own-brand
products with premium concessions — became cluttered, inconsistent, and visibly
under-maintained. The shift from stewardship to extraction was reflected in the store
environment: shelves went unfilled, lighting deteriorated, and staffing levels were cut to
the point where pharmacies struggled to meet basic service standards.

Walgreens Boots Alliance and the Entrenchment of Financialised
Logics

In 2014, Walgreens acquired the remaining stake in Alliance Boots, creating Walgreens
Boots Alliance (WBA), a global pharmacy conglomerate. Yet the financialised logic
established under KKR persisted. Boots remained heavily leveraged, and WBA pursued
aggressive cost-cutting targets, including:

e 200+ UK store closures announced between 2019 and 2023
e Thousands of job cuts across pharmacy and retail operations
o Consolidation of back-office functions, reducing local autonomy

By the late 2010s, analysts began to note that Boots’ value had eroded dramatically.
Attempts to sell the business in 2022 valued it at £5—£7 billion, far below the £11.1
billion paid in 2007 — a stark indicator of value destruction under financialised
ownership.

Lush offers a revealing contrast to Boots. Founded in the mid-1990s and still privately
owned by its founders, Lush has resisted both stock-market listing and private equity
investment. Its governance model is explicitly oriented toward product integrity, ethical
sourcing, and labour standards rather than financial engineering. The company
manufactures most of its products in-house, maintains short supply chains, and invests
heavily in staff training and store experience.

Unlike Boots, Lush has not pursued offshore tax arbitrage or leveraged buyouts. Its
capital structure is conservative, with growth financed primarily through retained
earnings rather than debt. Stores are designed as sensory, high-touch environments,
with visible production, generous staffing, and a strong emphasis on brand narrative.
While Lush faces its own pressures — from rising costs to activist scrutiny — it has not
been hollowed out by debt servicing or asset stripping. The contrast is stark: where



Boots’ financialised trajectory has produced tired stores, under-investment, and a
fraying public image, Lush’s non-financialised model has sustained a distinctive retail
experience and a coherent ethical brand.

Boots and Lush as Divergent Governance Archetypes

Taken together, Boots and Lush illustrate two divergent paths in contemporary retail.
Boots show how private equity-style governance, offshore tax structures, and asset
stripping can erode even a historically resilient institution. Lush demonstrates that
alternative models — grounded in productive investment, ethical commitments, and
modest leverage — remain possible, even in the same sector and national context. The
decline of Boots is not an inevitable outcome of market forces but the predictable
consequence of a governance model that treats retail firms as vehicles for financial
engineering rather than as institutions embedded in communities, supply chains, and
national health infrastructures




Timeline of Boots’ Financialisaton (2007-2023)

- . Figures (Real /
Year Event financialisaton Mechanism Reputable Estimates)
2007 KKR & Stefano Pessina|Largest European LBO; high|[£11.1bn acquisition,
acquire Boots leverage £9bn+ debt
. Tax residence moved to Tax reduction begins
;ggg_ l?effi:::re restructuring Switzerland; Dutch/Suisse (later estimated £150—
g entities created £200m/year)
. Sale of manufacturing & Undlsclosed. SUMS;
2010 ||[Early asset disposals . analysts estimate
logistics assets o
hundreds of millions
2011- ||Sale-and-leaseback of |Converts owned assets into |[Estimated £300—£400m
2012 |[Nottingham HQ rental obligations raised
2012 Interest burden peaks Cash diverted from R&D £500—-£700m/year
2013 P and capex to debt servicing |/interest payments
2014 Walg.re-ens acquires Boots fol.ded.lnto WBA; WBA valuation: £9bn-+
remaining stake cost-cutting intensifies
2015- Store investment stalls Capex per store declines; R&D workforce down
2017 R&D staffing reduced 20-30%
2018 Operational strain Pharmacy staffing cuts; Multiple regulatory
visible service delays warnings
2019 First major closure WI?A announces UK store 200+ closures planned
wave rationalisation
2020 Pandemic exposes Understaffed pharmacies; Boots posts significant
fragility supply issues losses
2021 ||[WBA explores sale Buyers d.eterred by liabilities No sale achieved
& underinvestment
2022 qumal sale attempt Va.luatlon far below LBO Offers around £5-£7bn
fails price
2023 ||Continued decline Store environment visibly Value erosion
degraded entrenched
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Part Eight — Two Futures

Lush:

An Ethical,
Non-Financialised Retail
Model in an Era of
Private-Equity

Extraction




1. LUSH—Origins and Economic Model

Lush was founded in 1995 by a group of product inventors and ethical campaigners
who believed that cosmetics could be made differently: with fresh ingredients, minimal
packaging, and transparent supply chains. From the beginning, Lush rejected the
dominant retail model of outsourcing production and maximising margins through
scale. Instead, it built an economic model grounded in in-house manufacturing,
craft-based production, and long-term investment in people and materials.

This model has supported steady commercial growth. By the mid-2010s, Lush had
become a global retailer with more than 900 stores worldwide. Its annual turnover has
consistently exceeded £500 million, with some years approaching £700 million
depending on currency fluctuations and market conditions. Unlike financialised
retailers, Lush’s growth has been financed almost entirely through retained earnings
rather than debt. The company has no history of leveraged buyouts, no private-equity
ownership, and no offshore tax structures designed to minimise domestic obligations. Its
capital structure is deliberately conservative, allowing it to expand at a pace that
protects product integrity and ethical commitments.

2. Sustainability and Environmental Policy

Lush’s environmental policy is unusually comprehensive for a multinational retailer.
More than half of its product range is sold without packaging, a strategy that has
eliminated hundreds of tonnes of plastic annually. The company invests directly in
regenerative agriculture projects, community-scale farming, and fair-trade
cooperatives, ensuring that ingredients such as cocoa butter, shea butter, and essential
oils are sourced through long-term, ecologically restorative partnerships.

In-house manufacturing allows Lush to maintain strict environmental standards and
reduce transport emissions. Production is concentrated in regional “kitchens” in the
UK, Europe, North America, and Asia, enabling short supply chains and high levels of
traceability. This stands in stark contrast to financialised retailers that outsource
production to opaque, cost-minimising suppliers with limited environmental oversight.
Lush also allocates a portion of its revenue to environmental and social campaigns,
including anti-animal-testing initiatives, ocean-plastic activism, and climate-justice
movements. These campaigns are not marketing add-ons but extensions of the
company’s operational commitments.




3. Employment Standards and Labour Dignity

Lush’s labour model is built around craft, training, and human interaction. Stores are
intentionally high-touch environments where staff demonstrate products, offer
consultations, and create a sensory experience. This requires higher staffing levels and
more training investment than typical high-street retailers. The company employs
thousands of workers in its manufacturing Kitchens, where jobs involve skilled
production rather than low-wage assembly.

Lush has repeatedly committed to living-wage standards in several markets and
maintains internal mechanisms for employee voice, including open forums and internal
activism. Seasonal hiring is common, but the company provides pathways to permanent
roles and invests in staff development. This approach contrasts sharply with
private-equity-owned retailers, where labour is treated as a cost to be minimised rather
than a core asset that sustains brand identity.

4. Financial Performance and Growth Trajectory

Lush’s financial performance reflects the stability of its non-financialised model. The
company has maintained annual revenues in the range of £500—£700 million, depending
on market conditions, and has remained profitable in most years. Its growth has been
organic rather than debt-fuelled, with new stores opened only when supply chains,
staffing, and manufacturing capacity can support them. This approach has insulated
Lush from the volatility experienced by financialised retailers. Without debt obligations
or external investors demanding rapid returns, Lush can prioritise long-term brand
value, environmental commitments, and labour standards. The company’s resilience
during economic downturns demonstrates the strength of a model built on productive
investment rather than extraction.

5. The Body Shop: A Cautionary Tale of Financialised Decline

The Body Shop was founded in 1976 by Dame Anita Roddick, a visionary entrepreneur
who believed that cosmetics could be ethical, community-rooted, and environmentally
responsible. Roddick built the company around principles that were radical for their
time: cruelty-free testing, refillable packaging, fair-trade sourcing, and a retail identity
grounded in activism rather than glamour. Stores were small, sensory, and politically
charged, filled with posters about rainforest protection, women’s rights, and
anti-animal-testing campaigns. For two decades, The Body Shop was the global emblem
of ethical retail, proving that a cosmetics business could grow rapidly while maintaining
a strong social mission. By the early 2000s, it had expanded to more than 2,000 stores
worldwide and had become one of the most recognisable ethical brands in the world.

This original ethos makes its later trajectory all the more striking. The Body Shop
provides a direct counterpoint to Lush’s path. Once a pioneering ethical retailer, The
Body Shop was sold to L’Oréal in 2006, a move that marked the beginning of its
financialisaton. L’Oréal’s ownership diluted the company’s activist identity, shifting
emphasis from campaigning to brand management. In 2017, L’Oréal sold The Body
Shop to the Brazilian private-equity-backed group Natura, and in 2023 Natura sold it
again to the private-equity firm Aurelius. Each transition introduced new layers of



financial engineering, debt, and cost-cutting. Under successive owners, the company
experienced declining investment, shrinking margins, and a steady erosion of the values
that had once defined it.

By the early 2020s, the effects of financialisaton were unmistakable. Store environments
deteriorated, staffing levels fell, and the company struggled to maintain the
supply-chain integrity that had once been its hallmark. The Body Shop’s global
footprint contracted sharply. In 2024, the company entered administration in the UK,
placing hundreds of stores and thousands of jobs at risk. Analysts pointed to a familiar
pattern: debt obligations, aggressive cost-cutting, and asset disposals had replaced the
stewardship model that Anita Roddick had built. The brand’s ethical identity — once
its greatest strength — had been weakened by ownership structures that prioritised
short-term financial returns over long-term mission.

The Body Shop’s decline illustrates how private-equity ownership can hollow out even a
company founded on ethics, sustainability, and community engagement. The contrast
with Lush is instructive. Where The Body Shop’s values were diluted by financialised
governance, Lush’s privately held, non-financialised structure has allowed it to
maintain and deepen its ethical commitments. Lush continues to invest in in-house
manufacturing, regenerative supply chains, and labour dignity, while The Body Shop’s
financialised owners extracted value through debt and cost-cutting until the company
could no longer sustain itself.

6. A Structural Contrast: Lush and the Financialised High Street

The trajectories of Lush and The Body Shop reveal a structural truth about
contemporary retail. Ethical branding alone cannot protect a company from the
pressures of financialisaton. Without governance structures that safeguard mission,
values can be commodified, diluted, and ultimately destroyed. Lush’s resilience and The
Body Shop’s collapse show that the difference lies not in rhetoric but in ownership. One
model builds long-term value through productive investment, while the other extracts
value until little remains.

7. Conclusion: A Viable Alternative to Financialised Retail

Lush demonstrates that retail can be profitable, resilient, and ethically grounded
without relying on financial extraction. Its commitment to in-house manufacturing,
regenerative supply chains, labour dignity, and environmental stewardship offers a
viable alternative to the private-equity model that has weakened so many high-street
institutions. In an era marked by the collapse of financialised retailers such as The Body
Shop, Lush stands as evidence that long-term value is built through capabilities, not
leverage, through care, not extraction.
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Financialised Retail as a System of
Extraction —

and the Possibility of Something Else

For three decades, the global fashion industry has been reorganised around a single
organising principle: value must be extracted faster than it can be created. What
appears, on the surface, as the churn of trends, digital disruption, or shifting consumer
behaviour is, at its core, the outcome of a deeper structural transformation.
Financialisaton has not merely influenced fashion retail — it has rewritten its purpose.

Private equity did not arrive as an external force. It entered through the legal and
institutional architecture that the UK and US spent two centuries constructing: limited
liability, permissive insolvency, tax-advantaged debt, and corporate forms designed to
protect owners from the consequences of their decisions. These were not marginal
reforms. They were the foundation stones of a system in which extraction is rational,
collapse is manageable, and responsibility is optional.

The pattern is unmistakable. Leveraged buyouts load firms with debt. Dividend
recapitalisations drain liquidity. Sale-and-leaseback transactions convert stability into
rent obligations. Offshore structures shift profits beyond the reach of the public purse.
When collapse comes — as it did for Debenhams, Sears, Toys “R” Us, J.Crew, Neiman
Marcus, BHS, and Arcadia — the damage is not confined to the firm. It reverberates
across global value chains, leaving suppliers unpaid, workers dismissed, and
communities hollowed out.

“Financialised ownership weakens firms long before market pressures become
existential.”

This is the central truth of the contemporary retail economy: collapse is not a market
failure. It is a legal outcome.

Yet this trajectory is not inevitable. Boots and Lush stand as governance archetypes —
one hollowed out by debt, the other sustained by stewardship. Their divergence reveals
the political nature of financialisaton. It is not a natural evolution of capitalism but a
choice, encoded in law, reinforced by policy, and normalised through decades of
deregulation.

The mathematics of private equity — IRR, leverage effects, value bridges, stochastic
fund modelling — is often presented as neutral, technical, apolitical. But these models
are not merely tools. They are incentives. They reward extraction, accelerate
short-termism, and penalise the slow, patient work of building resilient retail
institutions. They turn firms into vehicles for financial engineering rather than places of
production, creativity, or community.



To confront financialised retail is therefore to confront the legal, mathematical, and
institutional systems that sustain it. Reform cannot be limited to corporate governance
codes or voluntary ESG commitments. It must address the structural mechanisms that
make extraction profitable: interest deductibility, permissive insolvency, weak pension
protections, unrestricted dividend payments, and the absence of meaningful constraints
on leverage.

There is a possibility of something else: a retail economy grounded in productive
investment, ethical governance, and long-term stewardship. A system in which firms are
not shells for financial engineering, but institutions embedded in communities, supply
chains, and national economies. A system in which value is created, not extracted;
shared, not siphoned; sustained, not hollowed out.

This is the manifesto at the heart of the work:

Retail does not have to be a site of extraction.

It can be a site of care, creativity, and continuity.

But only if we dismantle the legal and financial architecture that made extraction
inevitable.

The future of fashion retail — and the communities, workers, and ecosystems it touches
— depends on whether we continue to treat collapse as a natural event or recognise it as
a political choice. We ends here, but the work begins with this recognition: the system
was built, and therefore it can be rebuilt.
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