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Abstract

The apparel and leather manufacturing industry remains one of the main sectors of the Albanian economy. The last
three decades, this industry is known as the "Facon™ industry. Now this sector is trying to be oriented towards FPP
(Full Production Package). The worldwide situation created by the COVID-19 crisis, as in every sector, has had a
substantial impact on the progress of the apparel sector in Albania. As a result of this situation, during 2020, exports
in Albania, the apparel and leather industry, have declined, as in other sectors of the economy. Despite this,
regarding the INSTAT, the apparel and leather manufacturing industry remains the first for exports to Albania.

This study aims to address the important issues on how this global pandemic situation has directly influenced the
Albanian apparel manufacturing industry, where companies were interviewed.

The companies in Albania, as over the world, were faced with an unexpected situation of the apparel manufacturing
industry in international markets, followed by new and alternative solutions they had to figure out and/or adapt, by
changing dynamics and expectations for the future.

Keywords: Albanian apparel manufacturing industry, COVID-19, global pandemic, "Facon™ industry, apparel
industry

1. Introduction

The apparel and leather manufacturing industry in Albania covers the main exports, where 65%
of the companies are in the apparel sector and 35% of companies are in the leather sector (1).
Moreover the apparel manufacturing industry is one of the important sectors for the Albanian
economy, especially in terms of employment. This was due to the advantages of trade with
Albania, which has cheap labor; geographical proximity to European markets; many years of
experience with the most famous European firms; flexibility in the case of large and small
orders; skilled labor; short deliveries on time to EU countries; relatively low transport costs in
Europe; excellent foreign language skills; government support policies dedicated to this sector.

The last three decades, this industry is known as the "Facon" industry. During this period,
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Albanian apparel manufacturing industry initially operated with neighboring countries, Italy and
Greece, to carry out one or several work processes, and by gaining the experience created over
the years and investment in technology, apparel industry has expanded the map of cooperating
countries, has increased the volume of contracts and, already, it is oriented towards FPP (Full
Production Package) production (2).

Besides, the ownership structure of companies in the manufacturing, apparel sector is 79.5%
Albanian, 16.5% co-owned and 3.5% foreign (2).

Nowadays, the apparel manufacturing industry in Albania operates with three types of
companies, the one that produce and export all of their product (77%), the second that partially
produce and export the product (18%) and those that produce for the domestic market (5%) (2).

According to INSTAT, apparel manufacturing industry is one of the main export oriented
industries of the country, where the export in 2020 was: Italy (66%), Germany (13%), Greece
(9%), France (3%), Romania (3%), Bulgaria (2%), other countries (3%) (3).

The industry as such is a part of the global supply chain of textiles and is highly dependent on
the free flow of goods. By the end of March 2020 the novel virus COVID-19 pandemic had been
spread to 216 countries and territories (4). Due to this several countries have imposed restrictions
that would severely affect the economic activities for a prolonged period. The circumstances
created by the COVID-19 pandemic, have greatly influenced the progress of this sector (5). As a
result of the global pandemic situation, during 2020, exports have declined in the apparel and
leather manufacturing sector, as well as in other sectors of the economy. The ITMF reports that
global textile production decreased for 42% from March to June 2020 (6). Despite this, the
apparel and leather sector remains the largest export of Albania.

As reported by INSTAT, exports in Albania were not largely affected in 2020 as the overall
exports decreased from 39% in 2019 (Jan-Dec) to 38% on 2020 (Jan-Dec). However, in the first
two months of 2021, exports of Facon marked had a decrease with over 11% compared to
January-February 2020, when the pandemic crisis had not begun. The decrease is due to the
closure of final markets situated in the EU, where the production and retail sales dropped by 15%
and 9.4% for clothing and 7% and 9.7% for textile (7).

Regarding the importance of the apparel and leather sector the aim of this research is to see how
the disruption of the global supply chain was reflected in Albania.

2. Research methodology

To understand the ongoing situation during the pandemic period an explanatory research
approach was used. Semi-structured interviews were conducted to capture the perceptions of the
stakeholders involved. The interview themes revolved around changes brought by Covid 19 in
supplies and delivery, issues in production and general strategy of the companies. While
conducting interviews, a funnel approach was used to present the questions, i.e., general
questions were asked in the beginning before moving to the specific questions vital to the
interview themes.

Six companies, located in Central Albania participated in this study. As can be seen in table 1,
the companies who participated in this study produce technical clothes, sports clothes, working
clothes, fashion clothes and underwear, and mainly these companies are Albanian family
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businesses.
Table 1. Production process data
No. of Annual
No Ownership Sector em Ib ces Salary production
pioy (‘000 pieces)
Al I nternational group Technical Sports ~ 600 > min 2000
investment
Foreign
A2 investment Technical Sports ~30 min 100-500
(Italian)
A3 Family business Sportive clothes ~120 min 700-1000
A4 Family business Underwear apparel ~ 200 min 3000
A5  Family business Working clothes (Trousers) ~35 min 55
A6  Family business Fashion clothes (shirts, blouses) ~50 > min 60

*> min= greater than minimal, min= minimal

The interviews were conducted with top level managers in the companies. Interviews were
terminated when no new information could be gained, therefore the time span of the interviews
varies. As can be seen from Table 2 most of the interviewed companies had social & quality
audit and only one has obtained the OEKOTEX standard.

Table 2. Company fair employer certificate

No Interviewee Interview Certificates
duration

Al  Administrator 1h 14min Social & quality audit

A2 Production manager 44 min Social & quality audit

A3 Owner/Administrator 1h 52min NA

A4 Owner/Manager 1h 33min OEKOTEX standard

A5  Owner/Manager 1h 08min NA

A6  Financial & logistic person 1h 17min Social & quality audit

These companies carry out one or several work processes, for different, mainly western brands
such as: Kalenji, B’Twin, Karpos, Diadora, Crazy Idea, Nabaiji, Quechua, Domyos, North Face,
Dynafit, Salewa, Oberalp, Gucci, Arena, Moda F —Italy, Benetton, Gerry Weber, working clothes
for Mercedes & BMV.

According to the ownership structure the production cycle varies. Foreign owned companies
have production capacities located in Albania, whereas Albanian owned companies are
contracted for the Cut-Make-Trim operations only. In the latter case contracts are signed yearly
for both the summer and winter collections, or twice yearly for each collection.
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3. Results and discussion
Supply and delivery

From the beginning of March 2020 global clothing supply chains faced difficulties due to the
closure of Chinese production and difficulties in international transport. Albanian companies are
not directly involved in material procurement, as fabric and trimmings are, in general, supplied
by the client company. As materials are mainly sourced from European countries (Italy,
Germany, Turkey, Romania, Poland, etc.) disruptions in the global supply chain did not
significantly affect the production capacities. The geographic proximity of supplier countries was
important, as in some cases Chinese suppliers had to be replaced with EU ones.

Regarding the delivery of products, the physical distribution channels were not disrupted. As
with the supply issues the geographic proximity of the target market was key in keeping the
supply network going. This demonstrates the strategic advantage of Albania as a European
clothing producer in times of global disturbances. However, due to the decreased sales,
warehousing issues arose in the final markets. Therefore, delivery rates were slowed down.

The production process during March-September 2020

The key issues facing the Albanian clothing industry during the pandemic period are
systematized in table 3. Facing the newly arisen situation created by COVID-19 pandemic the
Albanian government imposed strict curfews. In an overall atmosphere of panic most of the
interviewed companies decided to close their production capacities at the beginning of March.
As these companies mainly work for the Italian market, the closures mimicked their clients in
EU by closing the companies for 3 months. In addition, safety work protocols were introduced.
Apparel manufacturers were obliged to follow the Red Protocol of COVID-19 (8) prescribing
social distance of 2 m between employees. This required time to reorganize the production lines,
causing lower productivity during the initiation of reorganized lines. Some companies managed
to stay open, however they faced a decrease in the daily production. The decrease was due to
decreased orders, as well as decreased working hours due to curfews.

In the period of April — May, although the companies continued working, there was a decrease in
daily production, leading in few cases to reductions in the number of employees.

In the period of June-July, the reduction of the signed contract orders continued, however due to
lifted curfews working hours were normal.

In the period August-September, all of the companies continue working as in previous months,
few with a decrease in the daily production and reduction in the number of employees. Changing
market demands lead to change of production lines. For instance, one company oriented its
production towards outdoor sport clothing (i.e. cycling), thus increasing employees’ number and
expanding production.
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Table 3. Key Issues in daily production caused by COVID 19

Month Key Issues
Closure of factories

March . ]
Introducing worker protection protocols

) Decrease in daily production

April/May ) )
Mask orders to supplement daily production
Reduced production

June/July

Problems in decreasing orders caused by COVID clusters in factories

August/ September  Decrease in new orders

Regarding the communication that the companies had with their clients during the pandemic
situation, all the companies mention to have changed it from physical meetings in normal
situation to online meetings in different platforms such as Skype, google meet, zoom, Microsoft
team and WebEXx.

The production of new products during March-September 2020

During the pandemic the requirements for masks were increased. Albanian companies actively
participated in European efforts to boost face-mask production, however only one company was
involved in sewing certified masks. The production of face masks was primarily undertaken to
keep the companies open, and was used to fill in the production gap caused by decrease in
normal orders. This is a demonstration of the capacity to adapt quickly to the requirements of the
moment. Models for masks were supplied by foreign contractors, as well as domestic clients. In
some cases companies developed their model at the department of modeling. Social
responsibility was demonstrated by the donation of facemasks by companies, as well as
production of masks for their employees.

Furthermore, the second product required in the market was the certified PPE (Personal
protective equipment). However, for fashion apparel producers with highly skilled workers high
volume production of relatively simple clothes brought no benefits.

Companies and Employees facing the implementation of the Red Protocol of hygiene, sanitary
measures of COVID-19

The clothing industry is labor intensive by nature, demanding strict implementation of protocols
in order to protect the employees. As well as social distancing in the workplace, a protocol for
the transportation of employees, by reducing the number and increasing the transport schedules
had to be implemented. Protocols were either put in place by the companies themselves or by
contracted transportation companies.
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Table 4. The production process during COVID 19 pandemic

No Mar-20 April - May 2020 June-July 2020 August - September
2020
Al  Closed Closed Started working till they  Continue working, even
reached the full were increased with a
production new rented building and
employees
A2  Closed Started working 1 of Continue working with ~ Continue working with
May with decrease decrease number of decrease number of
number of employees  employees employees
A3  Closed Closed They started working Continue the work

but new products, masks

A4 Continue the work but  Continue the work but ~ Continue working, they ~ Continue the work

the production the production even got a new client
decreased decreased
A5 Continue the work but  Continue the work but  Continue the work Continue the work
the production the production
decreased decreased
A6 Closed Continue the work Continue the work with  Continue the work with
reduction of the order reduction of the order

The clothing industry has notoriously low wages and is often given as an example of unfair labor
practices. Issues regarding socially responsible labor practices were in the public during the
pandemic. For instance, Myanmar received Euro 1 billion financial support from the EU in order
to mitigate the influence of the pandemic on the garment industry (9). In Albania self-employed
persons, families with economic assistance and those with unemployment benefits had received
financial assistance starting from 1 April. The "War Wage" was set to be awarded for three
months in the context of the situation created by COVID-19 in the country. The decision was
officially published and provided that all persons working in small businesses, that do not exceed
the annual turnover of 14 million ALL, received a minimum wage of 26 thousand ALL/per
month for 3 months. On the other hand, eemployees of entities with annual incomes over 14 000
000 (fourteen million) ALL, were eligible for a financial assistance of 40,000 ALL after
government approval. Moreover, the Albanian government offered to all the companies in every
field a Sovereign credit arranges with O interests, but only a couple of apparel manufacturing
industry interviewed in this study got it.

Overall, the government provided financial help was found insufficient. Concerning the financial
help from the government, almost all the companies have applied for the war wage, however few
received assistance. Even those employees who were considered classified by the state to be
payed, they got 40.000 ALL (330 euro) for 3 months. There were as well companies whose
application was not considered.

From all the companies, only company declared, in this study, to have received benefits from the
state, said about the grant of 4000 All (33 Euro) per employee for only two months, which was
offset by the expenses they had to pay for following the protocol.

This led to individual decisions on how to pay the employees in the period companies were
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closed ranging from full payment of employees to temporary firing all the employees in order to
receive the social assistance. However, most of the interviewed companies did not report
significant flux in employees.

Company’s strategy for the future

Global crises such as the COVID 19 pandemic are a time to rethink established strategies and
ways of conducting business. In the case of Albanian companies the ideas for rethinking the
future range from return to “normality” to an acceptance of the “new normal”. In the later
situation online shopping was seen as the key difference in the way to do business. Moreover,
they say that this situation has directed us to a more environmentally friendly work, which they
think that in the future they can be directed to green, and changed into 100% recycling.

Product type and market are the key considerations for companies’ success. Regarding products,
fast understanding of the change in market was crucial in coping with the loss of orders during
the pandemic. For instance, a sport manufacturer changed the products from indoor sports to
outdoor sports clothes, which were more requested during Covid — 19. Lack of security in
contracts led companies to search for new clients during the pandemic. Contracting new clients
was the key to success for two companies.

The shock that companies got at the beginning of the pandemic, made them think a lot regarding
the company strategy.

Some of them are open to new challenges that the new normality may bring, such as being
involved to deliver the product to the customers for example. Some are willing to invest in new
machines and increasing the performance of the employees. For one of them is impossible to
change, they have tried it during the pandemic, as they are used to have quality and this decrease
a lot the quantity. There are companies which do not think to change the way they do business,
and continue with what they do normally, but for most of them the idea to go to the market with
brand Made in Albania or Merchandising is still their dream.

The year 2020 was a very difficult year for all of them, not only because of the closure (for some
time, for some of them) but as well with the extra added costs they brought such as the managing
of the protocol, transport, disinfectants, etc.

One of the companies had to move to another location, due to the damages of the earthquake
they had a few months before pandemic started, in order to follow the Red Protocol of hygiene
sanitary measures of COVID-19, and this was an extra cost for them.

Another company in order to follow the Red Protocol, on social distancing, hired another
location, which came out to be a great decision, followed by the increase in employee’s number
of 120 person, increasing in this way the income for the company.

For most of the companies, their clients are going towards a crisis, which is pushing towards the
necessity to reduce the costs. On the other hand the companies have found themselves to added
costs (only salaries occupy 80% of monthly expenses), especially when it comes to the salary,
which should be increased yearly, and as it was shown in table 1 the most of the companies give
minimal salary.

The risk for Albanian companies is to lose the competitively in global rank and the strategy to
carry off, this is to be perfect for the production. In this way, they will never have competition on
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the price.

4. Conclusions

In this paper the impact of the COVID-19 pandemic on the Albanian apparel manufacturing
industry was studied by interviewing six apparel manufacturing companies.

This pandemic situation has brought for the Albanian apparel manufacturing new and alternative
solutions, by changing their dynamics and expectations for the future.

Different experiences were brought from all the companies which participated in this study. In
order to survey to the situation caused by COVID-19, they all have tried to partially or
completely change the products that they were used to work with, in their daily life, by adapting
to the new products required by the situation created, just to make the company to survive.

All of the companies have produced masks for their employees, and most of them continue
producing for the domestic and foreigner market, depending on the orders they got, moreover
they even donate some of them. In addition, the second product required in the market was the
Personal Protective Equipment, where not all the companies were involved with this production
because there was no benefit for them.

There were companies that had to change completely the product from Fashion to other products
which do not require the quality, and they could not adapt at all to the quantity, since their staff is
qualified for the quality and this is not good for other products except for fashion clothes.

The shock that companies got from the COVID-19 pandemic, made them think a lot regarding
the company strategy.

e Some of the companies have come up with new ideas to change the products from indoor
to outdoor clothes, which were more requested during the experience with Covid — 19.

e Another idea and attempt for them was to look for new customers, but this was not very
successful for most of them, and only some provide new clients.

e One company has totally changed market from German to Italian during this difficult
period for them.

e The only company, which was contacted quite in a very difficult period for the others,
and got a new client, was the one of the underwear apparel. They do not need to have a strategy
in this direction as they get contacted often but cannot get other orders because can’t afford it.
However, this company has got the OEKOTEX standard, and their future strategy will be more
directed to green, and changed into 100% recycling.

e Another idea was to be involved to deliver the product to the customers themselves as
they are open to new challenges.

e Some of the companies are willing to invest in new machines and increasing the
performance of the employees.

e On the other hand, there are companies which do not think to change the way they do
business, and continue with what they do normally.

e Nevertheless, for most of them the idea to go to the market with brand Made in Albania
or Merchandising is the strategy for the future.
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