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Securing financial sustainability in times of crisis a key challenge

With proactive activities and system adjustments 

against the crisis

Varteks signed agreements with all strategic partners for 2010 

Varaždin, September 17, 2009 – A press briefing was held at Varteks today, during which Varteks CEO Zoran Košćec and Miljenko Vidaček, Management member responsible for production, commented on Varteks’s past business operations, the effects of the global economic crisis on Varteks’s business operations and textile companies in general, and they introduced Varteks’s anti-crisis measures and projects that are key for diminishing the negative effects of the crisis on the company’s business. 

The situation in the overall industrial sector is very difficult, while the textile industry is amongst those industries that were hit hardest by the global crisis. Production indexes, exports and sales within the country have marked drops from 16% to 30% in the first six months of this year.

The non-existence of a package of anti-recession measures and the partial implementation of the textile industry strategy have started to take their toll. Thus 4,000 people in the textile industry alone have been left without work since the beginning of 2009.   

“To secure the company’s financial sustainability in times of crisis is a key challenge, particularly amidst the all-pervasive problem of insolvency in the country. We have come to grips with the problems and challenges the crisis has placed in front of us, just as we have done in the past years while battling against losses and problems in business operations. Over the past four years, we have progressed significantly, and in order to continue, changes are necessary. We have corrected our business plans and have adopted the overall business strategy to crisis conditions. On one hand, we are carrying out necessary savings required in order to adapt the system to newly arisen market conditions; on the other hand, despite the situation on the market, we are not refraining from new projects and partners aimed towards the company’s sustainable development in the future. But I am emphasizing that, apart from everything we are carrying out within the company, the implementation of concrete anti-recession measures aimed particularly towards the most endangered industries is indispensable as well as the full implementation of the textile industry strategy the Government adopted at the end of 2007”, said Zoran Košćec.

Varteks is thus carrying out three levels of crisis measures this year. The first included mandatory cost cuts for personnel in the ancillary and service parts of the business system. The aim was to lower the cost burden of service and ancillary services and to contribute to the company’s overall competitiveness. The second level focused on widely set areas of savings in all business segments and the introduction of new procedures for better cost control in the production cycle and cuts in the pays of the first and second lines of management. The aims of the third level of measures, which are being implemented, are further cuts in overhead personnel and the number of manager contracts.   

“Despite the difficult circumstances, we are trying to lower the negative effects of the crisis to the least possible extent through the measures we are carrying out and to distribute them amongst all levels within the company”, pointed out Zoran Košćec.

“We continue to do everything to preserve primary production and because of this, it is indispensable to carry out personnel restructuring in Tivar’s production program and to lay off some of the employees.

It is important to point out that in terms of supply in the ready-to-wear facilities we are not expecting serious disturbances for now. Continued cooperation with our long-standing partners Hugo Boss and Versace, with whom we have extended and already signed agreements for 2010, are also in favor of this”, said Miljenko Vidaček, Management member responsible for production. 

What is key for the company’s future business operations and competitiveness on the market is the fact that despite the crisis, Varteks is not refraining from development projects, new projects and aspects of cooperation with partners. Along with a crisis plan and an internal reorganization with the aim to increase operative efficiency within the system, this year, in terms of the market, the expansion of the sales portfolio and more favorable commercial conditions with our partners are planned, but also cooperation with new partners and the introduction of new brands. Thus Varteks’s sales assortment will soon include the renowned brand Peter Murray. Varteks will also continue activities to reposition its Varteks brand and to standardize the retail network. On September 26, the first change will take place, i.e. the City Center in Zagreb will become Varteks & više (Varteks & more).  

“As we have pointed out a couple of times, this year we also expect the finalization of the project to move Varteks to a new location and a final agreement over the new location with the City of Varaždin. In addition to this, we plan to realize together with the City of Varaždin a project to provide Varaždin students with school uniforms, which we have initiated and for which we have sent a letter of intention to the mayor of Varaždin. All of the above, development projects, proactive activities and investment in development which Varteks has always fostered, gives us the right to expect, along with a quick market recovery, that all of this will be a good foundation for the development of the company after this crisis and that we will once again “catch” those positive business trends and results we used to realize before the recession”, concluded Zoran Košćec.
