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ABSTRACT 

Croatian leather and footwear industry was showing slightly negative trends within last years, 

and eves since all time high results in 2015 both in number of employed and total revenue, the 

industry, marked according National Classification of Activities as C15 is constantly declining. 

Considering that C15 consist of tanning and dressing of leather, manufacture of travel and 

handbags, saddle and harness products and footwear manufacturers. The trends are different. 

Decline entirely refers on tanning but footwear manufacturing is still showing good, increasing, 

trends, until end of the first quarter of year 2020. After outbreak of COVID 19 pandemic and 

introduction of harsh measure’s in order to prevent its further spread, including the measures 

which disrupted supply chains, and distribution channels as well, the future seams uncertain. 

This paper is written at the time when the harsh measures are about to be alleviated and 

managements of companies are about to face the consequences of lock out that has been 

enforced all over the world. The purpose of the paper is to determine how unprecedented 

measures to prevent and bound the pandemic affects on potential week points in industry. 

Key words: introduction of harsh measures, negative impact on retail, non-parametric 

statistics, predicting and forecasting 

 

1. INTRODUCTION 

Despite general view that it goes about declining industry (Anić at. all. 2008), substantial 

growth has been achieved within last 10 years. Number of employees have risen for 12,34% 

and total income have risen for 34,14% as shown in table 1. 

 

Year Nr. of employees Total income in HRK Income per capita 

2008. 8.583 2.364.973.135 275.541,55 

2010. 8.781 2.556.027.748 291.086,18 

2012. 8.547 3.000.752.156 351.088,35 

2014. 10.611 3.772.515.477 355.528,74 

2016. 10.350 3.401.438.851 328.641,43 

2018. 9.642 3.172.315.566 329.010,12 
Source: Croatian Chamber of Commerce 2020. 

 

Table 1. Number of employees, total income and income per capita 
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2. THEORETICAL FRAMEWORK 

Apparel industry, and footwear industry as the part of it, is worlds most globalized industry and 

process of moving the production function over the national borders actually started in this 

industry (Dicken, 2011) first in 1950-ies from USA to Japan, after that, in 1970-ies from Japan 

to Hong Kong, South Korea and Taiwan. The process continued in 1980-ies trough moving the 

production to China, India and Indochina. At the same time West European companies 

intensified moving of the production toward East Europe (Gereffi, 1999). Continuous migration 

of production trough the world caused the globalization of supply chains as well. Such process 

is later on, in 1990. named as outsourcing and defined as the business model in which the 

companies are gaining comparative advantages by transferring some activities on other 

companies (Barney, 1995, Kippenberger, 1997). Sides involved in such model are outsourced, 

company that is transferring some activities to another company, and outsourcer, company that 

the activities are transferred to (Saunders & Gebelt1997). Globalised production is, due the fact 

that development, sales, marketing and production often are in different countries and the parts 

of the world, as well as globalised supply chains are making the companies very sensitive and 

vulnerable to economic disturbances on local and global scale.  

Leather and footwear industry in Croatia is mainly based on outsourcing as the business model, 

as the foreign outsourcers or as the Direct foreign investment rather than. Previously conducted 

researches have shown that Croatian leather and leather products sector is highly dependent on 

export, and most of its export is realized through outsourcing rather than through our own 

brands Such business model have helped Croatian companies to overcome Global Financial 

Crisis after 2008. (Renko at all. 2014).  

Second characteristic of apparel and footwear industry that makes it sensitive and vulnerable is 

the seasonality. Retailers had to place orders large enough to meet an entire winter or summer 

season’s, demand, meaning large inventories that needed storage. This did not give enough time 

for consumer demand to be understood and often led to end-of-season markdowns and sales 

(Doeringer & Crean 2005). These retailers sold products for two or four retail seasons, which 

meant that new products were only put out on the store’s floor up to four times a year. Retailers 

were not concerned with consumer demands but more concerned with placing their orders to 

the manufacturer on time to reduce production costs (Taplin 2014; 249). The dialectic of time 

has become faster within last years, what demanded supplier and retailers to change in order to 

shorten the time between order and delivery. The new apparel industry order consisted of small 

craft shops, manufacturers, and contractors quickly and flexibly producing garments for mass 

retailers (Doeringer & Crean 2005). Therefore is developed the “fast fashion model” as the 

streamlined system involving rapid design, production, distribution, and marketing (Cohen 

2011). The system is focused on low pre-season buyer ordering and using speed and flexibility 

during the seasons to place more orders similar to just-in-time (Barnes & Lea-Greenwood 

2006). Traditional system of pre-ordering is extremely sensitive to market disturbances because 

the orders are placed six months before delivery, and there are six months more for products to 

be sold. In such long time frame lot of unexpected and unpredictable things can happened. Fast 

fashion model fully depends on flexibility and velocity od supply chains which are globalized 

and which are functioning in different environment. 

 

3. MODEL DEVELOPMENT 

3.1. The Activity Cycle Diagram (ACD) 

The activity cycle diagram is the most important conceptual model in discrete simulation. It is 

especially suitable for problems that show queues (Dmitrović at all. 2019a). The activity cycle 

diagram describes the active and passive states of resources or entities in the system. The active 

state of a resource or entity is a rectangle, and the passive state is a circle. The bow is used to 

connect activities and order. Activity is the interaction between entities and resources 



(Dmitrović at all, 2015). Conceptual model the Activity Cycle Diagram (ACD) shows the active 

and passive states of the entity - the footwear industry (Figure 1).  

 
Figure 1: The activity cycle diagram of footwear industry 

 

With each active state, sub-entities (Agents; Procurement Officer; Production Facility; 

Distributor) appear that come into a passive state with a deadlock (in this case lockdown). 

 

3.2. The Cause - Effect diagram 

A cause-and-effect diagram is a tool that helps identify, sort, and display possible causes of 

specific problems. It graphically illustrates the relationship between a given output and all the 

factors that affect the output (Figure 2). This type of diagram is called the “Ishikawa diagram” 

after Kaoru Ishikawa, or the “Herringbone Diagram” because of its appearance. 

 (Dmitrović at all. 2019b). 

 
Figure 2: Ishikawa diagram of footwear industry 



Diagram analysis helps identify the causes that justify further research. When analyzing the 

diagram, the balance of the diagram is checked. The most important thing is to determine the 

causes on which action can be taken. The analysis of the developed diagram indicates that the 

level of detail is not balanced. In the case of the cause, the staff has the most sub-causes (four), 

while in the case of the devices only two. The causes that are easiest to take action are in the 

part of staff and materials. 

 

4. RESEARCH 

Research about possible and expected consequences of COVID 19 pandemic was performed 

troughout 2020. The method in-depth interview is chosen in order to gain deep idiographic 

knowledge using authors deep involvement in the issue (Kitchin & Tate 2000), and authors 

close, collegial and friendly relation with the interviewed managers. Qualitative approach 

instead of quantitative is chosen for several reasons. First reason is sectorial approach and 

intention to gain exact knowledge about anticipation of the possible consequences and to 

compare those anticipations with what happened afterwards. For such research is qualitative 

approach more appropriate than quantitative (Crouch at all. 2006). Second reason is that the 

pattern was repeating and no further involvement of other companies brought no now and 

different informations (Ritchie; Lewis and Elam, 2003). Third reason is that similarity of 

business models in different companies brought to saturation on small sample (Atran at all. 

2005). The sample consist of more than 4.000 employed, and another 900 that are closely 

attached with the directly interviewed as the subcontractors what makes nearly 65% of 

population. Thus, saturation is achieved. 

Considering that all of the interviewed demanded to stay anonymous for the purpose of this 

paper author shall use the NATO alphabet to name them. Alfa is the leading Croatian company 

that produces own brand and operates as the outsourcer in ratio 50-50%. Alfa employs 1.100 

laborers and further 300 in Small and Micro companies that are producing uppers as the 

subcontractor. Bravo is foreign direct investment and operates as the outsourcer for the parent 

company. Bravo employs 500 laborers, and further 500 in Small and Micro companies that are 

producing uppers as the subcontractor. Charlie is independent Croatian company that operates 

exclusively as the outsourcer based on long term contract with the outsourced. Charlie employs 

450 laborers, and further 100 in Small and Micro companies that are producing uppers as the 

subcontractor. Delta is FDI and the part of the multinational company that operates world wide. 

All of the companies are basing the production on pre-ordering, what makes bout 50% of 

complete sale and some key accounts that are ordering constantly trough the year. Delta is FDI 

that operates for the parent company based on just in time deliveries, employs 2.000 laborers. 

Dinamics of the interviews is shown in Table 2.  

 

Date Interviewed   Motive/Problem Main question 
Pages of 

transcript data 

Sept. 1 
Alpha, Bravo, 
Charlie, Delta 

Launch of Spring Summer 
2021 pre-sale campaign 

Expectations of 
pre-sale 
campaign 

4 

Oct.15. 
Alpha, Bravo, 
Charlie, Delta 

First results of pre-sale 
campaign 

How is the 
campaign going 

2 

Nov.14. 
Alpha, Bravo, 
Charlie, Delta 

Announcement of second Lock 
Down in Germany and Austria 

What are the 
expectations 

2 

Nov.26. 
Alpha, Bravo, 
Charlie, Delta 

Second Lock down extension What are the 
expectations 

4 

Feb.10 
Alpha, Bravo, 
Charlie, Delta 

Launch of Fall Winter 2021. 
pre-sale campaign and new 

What are the 
expectations 

8 



extension of Lock Down until 
March 7. 

Table 2. Overview of interviews conducted 

5. RESULTS 

 Interview March 5. - This interview is driven by first disruptions in supply chains, still not 

quite clear weather or not the cause is COVID 19. According to interviewed first 

contractions in supply chains where not perceived as something that could make some large 

disruptions in business, even do the COVID 19 was already largely outspread in China. All 

of the interviewed stated that changing of the supplier shall be no problem at all. Materials 

that lacked at the time where fleece tape, hook tape, zippers and pig leather lining are 

commonly imported from China to as the semi-product, processed and prefabricated in 

Italy, and, after that, exported to third countries. All interviewed considered that situation 

in China at the time where under control, and that it shall have no further impact outside 

China. They also considered the Chinese New Year as cause with more impact on delivery 

delays than the COVID 19 virus. 

 Interview March 9. –This interview is driven by lockdown in Italy. Lockdown in Italy was 

the occurrence that caused much more worry than the previous one. Even do the factories 

use to operate normally at the time, first worrying thin was the cancelation of the MICAM 

fair in Milan because of outspread of COVID 191, especially Alfa and Bravo because they 

use to sell their goods to overseas clients on this fair event. All of the interviewed 

emphasized extreme difficulties in maintaining the supply chains, especially leather and 

soles. Delta even considered about closing down the factory until situation in Italy sorts out. 

All of the interviewed concluded that bed times came all ready, but no one still could not 

realize the size and scope of upcoming events. 

 Interview March 15. – This interview is driven by lockdown in Croatia. At the moment as 

the interviews where conducted, situation was very anxious. The bars, restaurants, gyms 

and all of the services with direct social contact where forbidden to operate starting 

midnight March 16, until April 16, and all of the interviewed declare to work until further 

restrictions. All supply chains were closed as the measure for restrain of COVID 19 

outspread. Delta closes the factory because of lack of materials and about 1.800 employees 

are sent to forced vacation for one week. Other interviewed continue to operate as long as 

there are enough materials.  

 Interview March 22. – This interview is driven by lockdown in Germany. Word to describe 

situation is complete disaster. Meanwhile, Italy intensifies anti-pandemic measures and all 

the factories, excluding strategic ones, are closed until further. Germany declared lockdown, 

and all of the shops are closed. France and Spain did the same soon after. Interviewed have 

lost main procurement and selling market because of lockdown. Delta immediately extends 

forced vacation for another two weeks, Alfa and Bravo are announcing closing of the 

operations on March 23. for at least two weaks, Alfa puts 900 employees, and Bravo 450 

employees on forced vacation. Charlie delayed this until Easter, but immediately after, they 

shall send another 400 employees to forced vacation. According to informations that author 

gained of the interviewed, all of the factories in leather and footwear industry in Croatia are 

closed, respectively, more than 8.000 employees within the sector are sent to forced 

vacation. All undelivered goods by Alfa, Bravo and Charlie are canceled, and clients want 

no deliveries until June. All the clients demand longer payment deadlines because of 

lockdown and inability to sell the goods. Pre-selling campaigns are interrupted, and 

achieved results are 50% less than planned at Alfa and Bravo, and 35% at Charlie. Delta 

still gains no orders. Considering that pre-orders are base for planning next six months by 

                                                        
1 https://www.worldfootwear.com/events/micam-milano-italy-feb-16-2020/3005.html 



Alfa, Bravo and Charlie are not seeing the future bright. Another problem is to fulfill the 

orders already gained because of lockdown in main procurement market and no ability to 

find alternative suppliers because of worldwide lockdown.  

 Interview April 20. - This interview is driven by first relaxing measures in Austria, Germany 

and Italy, as the good news, and survey issued on 13.4. in “ World Footwear”, journal 

specialized for international leather and footwear industry, that COVID-19 pandemic shall 

cause decline  of 20-25% in footwear sale, especially in Europe2 

 On 14th April, Austrian government decided to reopen the small shops, as well as Do-it-

yourself stores and garden centers3. Germany announced relaxation of anti-corona measures 

on 20th April4, at the same time, Italy is extending the country’s lockdown to early May, 

with only minimal concessions to business demands to allow more companies to resume 

normal operations.5 So, the selling market for interviewed is about to be functional again, 

and the procurement market is still locked down.  

Alfa, Bravo and Charlie stated that opening of the markets in Germany and Austria have 

brought some good news after long time, and they are hoping that three or four weeks of 

lockdown shall not completely destroy sale in the shops for season spring-summer, but some 

decrease for about 20% is any how expected. Main problem at the moment, according to 

interviwed, is how to maintain regular production despite disrupted supply chain from Italy 

because of extended lockdown in Italy. Production of merchandise for fall-winter season should 

be in full force, and some of them already delivered. Due to lockdown and disrupted cash flow 

at the buyers, they are canceling all of the ordered merchandise that is in delivery delay, and 

situation as it, at the moment is, caused by lockdown in Italy, could cause large delays in 

delivery and, as the consequence, large amount of cancelations, what causes large pressure on 

cash flow. Further problem is loss of working hours because lack of materials needed for 

production. Stored material is spent, and new orders, that are not new anymore, are in huge 

delivery delay. According to available information’s, factories are about to be restarted at May 

4. All of the interviewed are emphasizing that the size and scope of the problem caused by 

pandemic and consequences of the measures implemented in order to suppress it shall be visible 

first in August or September. Lockdown of the shops in April shall cause large amount of unsold 

merchandise, how large, no one can say at the moment. This amount shall determine the orders 

in next spring-summer pre-sale campaign that is about to be launched in late August this year. 

The results of this campaign are basis for planning the production for next six months and the 

purchase as well. What determines success of this campaign is the amount of unsold 

merchandise and how this affected financial strength of our buyers. If sale goes well after 

reopening in Germany and Austria, problems in September shall be more moderate, if not, worst 

in still to happen.  

Even do all of the interviewed are operating on similar business model, the method to resolve 

newly formed situation was very different. Alpha canceled all of the orders to outsourcers in 

order to maintain level of employment in own facility. Bravo is FDI that operates for parent 

company. In order to maintain own facility operational, parent company canceled other 

outsourcers and gave full priority to Bravo, so Bravo shall take no consequences in period to 

come considering lower sale as expected. Charlie shall take the consequences od decline 

                                                        
2 https://www.worldfootwear.com/news/footwear-consumption-to-decline-225-in-
2020/4746.html?utm_source=sendinblue&utm_campaign=Italy_entire_footwear_supply_ch
ain_in_lockdown&utm_medium=email 
3 https://www.dw.com/en/austria-relaxes-coronavirus-lockdown-measures/a-53086547 
4 https://www.theguardian.com/world/2020/apr/20/germany-takes-tentative-steps-back-
to-normality-as-coronavirus-lockdown-eases 
5 https://time.com/5819001/italy-lockdown-may/ 



expected in solidarity with other outsourcers that are producing for same brand. Outsourced 

decided to spread the sale decline equally on all of the outsourcers for about 20% in order to 

maintain production facilities when market stabilizes and the sale reach pre-pandemic figures. 

Deltas parent company closed facility in Slovenia and placed all of the orders to Croatian 

facility which so can maintain level of production. Following this, Charlie is the only company 

that expect harsh consequences of COVID 19 pandemic and decline of about 30% in time frame 

May - October. Alfa shall decline in revenue, but the costs shall also decline in the same amount, 

so maintaining of the stability is expected. Bravo and Delta shall take no further consequences 

at all. 

 

Company Nr. of labourers Closing date Reopening Nr. of day lost 

Alpha 900 23.3. 20.4 19 

Bravo 450 23.3. 20.4. 19 

Charlie 550 12.4. 20.4. 5 

Delta 1.800 15.3. 20.4 29 

Table 3. Overview of the lost work days during first lock down 

 

 Interview on September 1. was driven by start of new pre-selling campaign. All of the 

interviewed emphasised that the first Lock Down enforced in spring 2020. caused large 

losses in retail considering that one of two main selling periods, soon before and soon after 

Easter shops where locked down. On line sale did, however, compensate lack of 

conventional distribution channels and did considerably grew, but still not enough to 

compensate conventional channels. What all of the interviewed especially emphasised is 

large caution by the buyers and the results of pre-sale campaign, even do expected, 20% 

less than earlier, where much lower than, pessimistically, expected. 

 Interview on October 15. was driven by closing of the pre-selling campaign. Despite first 

disappointments in September, results of pre-sale campaign have reached good figures. 

Alpha gained unexpected orders because deliveries from Asia and South America where 

absent, and clients placed orders to Alpha in order to compensate shortcomings. Bravo 

retained earlier given priority amongst outsourcers, same as Delta. Charlie had decline of 

20% as expected. 

 Interview on November 14. was driven by German government’s announcement of the 

second Lock Down which is about to be enforced later on. All of the interviewed asserted 

that such soft lock down as announced shall not considerably effect on footwear sale. 

 Interview on November 26. was driven by announcement of more European governments 

to intensify the anti-pandemic measures or extension of existing harsh measures until the 

end of the year. This included closing of shops and restriction of movement, among other 

measures. All of the interviewed have shown huge concern because of such measures. 

Second main selling period, time before Christmas, is lost, what shall cause large losses in 

sale, especially winter footwear. Furthermore, in February is the new Fall Winter season 

about to be launched, but no one can predict how much goods shall remain on stock unsold, 

and how many shops are going to reopen after lockdown. Pessimistic atmosphere, such as 

in April, appeared again, but this time on much larger scale. No one of the interviewed dares 

to predict what shall happen in the year 2021.  

 Interview on February 10. was driven by launch of the Fall Winter 2021. pre-selling 

campaign and another extension of Lock Down until March 7. The impression after 

interviews conducted was despair. Shops shall remain closed until March, and they are not 

accepting deliveries of pre-ordered goods for Spring Summer 2021. season simply because 

they are closed and they do not know for how long further they shall remain closed. Main 

problem at the time is the traveling restrictions in whole Europe. No sales representatives 



are allowed to travel and close the deals, or even to present new models to customers. The 

pre-sale campaign is standing still. Furthermore, in show rooms is one single person 

allowed, so all of the clients are postponing the meetings and they wait until some restriction 

releases. In the absence of orders, purchase cannot be done, what shall cause huge delays 

in deliveries later. All of the fairs that were about to be held in February and March are 

cancelled No one dares to give any prediction of how shall the upcoming Fall Winter Saison 

be. The amount of unsold footwear in shops is presently unknown, but Christmas sale is 

lost and clearance sale in January and February is also lost. Presently is also unknown how 

many shops shall not reopen after the end of Lock Down.  

 

6. CONCLUSION 

Affects and consequences that COVID 19 pandemic shall have on Croatian leather and 

footwear industry can be perceived as short term, mid-term and long term, and all of them shall 

bring to deep irreversible changes in business models. Short-term shock caused by disrupted 

supply chains have brought huge financial losses in April alone. Footwear is complexed product 

made out of more than 30 components, brought to manufacturer trough supply chains, and each 

of them is someone else’s finished product, which is also provided with supply chains. In now 

days globalized world, all of the supply chains are also globalized. In the other words, buyer 

cannot know where some component of products has been made, or where are the products 

really coming from. In such complexed interconnections, contractions in any part of the world 

can be noticed in supply chain elsewhere in the world. This is evident from interview conducted 

on March 5, when producers realized that components that should be delivered from Italy are 

actually made in China, which was at this time locked down because of COVID 19 epidemic. 

In order to avoid such disruption in the future, manufacturers shall look for more traceable 

supply chains. Beside quality, price and reliability, fundamental criterion that supplier needs to 

fulfill (Lesina, 2014.), traceability is the fourth criterion that must be fulfilled in order to gain 

additional certitude in supplier. Financial shock caused by disrupted supply chains is about to 

be compensated trough the Measures for sustaining the employment, proclaimed on March 19. 

Mid-term negative affect shall cause expected decline in footwear consumption of 20-25%. 

This decline is evident from interview conducted on March 22, when all of the interviewed 

declares substantial underachievement of pre-sale campaign for season Fall-Winter. Cause of 

increased caution by buyers is most certainly the fact that at the moment when campaign was 

launched, stores where closed, and no one could tell when and under what conditions they shall 

be reopened. In order to regain lost quantity in sales, manufacturers must change the model of 

sale from pre-sale to just-in-time model, and, in order to make this possible, supply chains must 

become more agile and shorten the delivery times.  

Second negative mid-term affect will be the fact that stores were closed for some weeks, and 

that there will be large amount of unsold merchandise, that will reduce orders for Spring-

Summer season 2021, ant that means further decline in business-to-business sale. The scale of 

this decline is not possible to estimate, especially as another lockdown is possible in September 

in case if the pandemic spreads again. 

Alfa, Bravo and Charlie, companies that practice pre-sale model are facing harsh consequences 

of pandemic, but Delta, company that practices just-in-time sale is also stroked by the 

pandemic. The only mode of sale which worked well despite everything is on-line sale. That 

bring us to the conclusion that all of the companies should look for more on-line solutions in 

the future. 

Long-term affects are extremely complexed, and demands the whole new business model. 

According to Anic at. all. (2008) full manufacturing model that includes research and 

development, purchase, production and sale under own brand is much more sustainable and 

profitable than outsourcing because includes operations with higher value added, such as 



research and development and marketing. The operation that outsourced usually keeps “in 

house”. Some years later Renko at. all. (2014) have determined that outsourcing model was 

much more affective in overcoming the consequences of financial crises 2008. then full 

manufacturing model. According to them, the full manufacturing model is more profitable, bit 

it brings much more risks. Such model functions in conjuncture, but in crises, all of the risks 

fall on the burden of one company who hardly deals with all of them. In the outsourcing model, 

burden of the risks is divided among companies included in model, so each of them deals with 

specific problem, which is easier to handle and overcome. Outsourcing model relays on mutual 

trust end a prerequisite that outsourced shall not misappropriate his position even if he could 

(Barney & Hansen, 1994), but that is exactly what happen to Alfa, since the outsourced 

cancelled orders in order to fulfil capacities in own daughter company. Alfa is also taking all 

of the realized risks of full manufacturing, what brought Alfa form the leading company in 

Croatia to the company faced with biggest problems within fortnight 

 

LIMITATIONS AND SUGGESTIONS FOR FURTHER RESEARCHES 

The limitation of this paper is sectorial and regional approach. Research applies on Leather and 

Footwear in Croatia only, and includes some sectorial and regional particularities, which does 

not necessarily apply on other sectors. Second limitation is small time frame that refers on the 

beginning of the crises, and the results that we have are the predictions and anticipations buy 

the interviewed. Suggestion is to perform similar or same research in other sectors and 

Countries. Second suggestion is to repeat the same research in three months in order to confirm 

or refute predictions and anticipations gained in this paper. 
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