

Strategic management – one of the primary factors for effective tobacco production organized as a family business


Abstract
Every national economy moving towards economic development and prosperity must focus on building a coherent and comprehensive vision for the development of agriculture and rural development. This includes creating an all-encompassing strategy for the development of agriculture in each of its segments, incorporating tobacco production as a family business. The development of a modern family business with tobacco production as its core activity must rely on advanced management with all its associated elements, such as planning, work organization, production management, and control, with appropriate motivation of the involved members. Greater efficiency and effectiveness in operations can be achieved only in this way, reducing production costs, increasing productivity and improving work results.
In this context, the aim of this study is to emphasize the application of the strategic management approach in the development of a family tobacco production business, both from a theoretical and empirical perspective. Through a computational, tabular and graphical approach, the obtained results will be presented, focusing on the established thesis.
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Introduction

Family businesses are often long-term oriented or based on the founder's vision that the business they create will live for many years, providing jobs and livelihood for family members. The formation and development of family businesses are influenced by various factors such as socio-cultural changes in society, economic trends, technological developments, and the political situation of the country in which the business operates. Sustainable agriculture requires the implementation of justified, long-term development policies with a relatively stable character, allowing consecutive actions over an extended period. To harness the opportunities associated with the growing demand for food and integration into European agriculture, Macedonian agriculture needs to leverage its strengths, overcome weaknesses and neutralize assumed threats.
Today, more than ever, there is an emphasis on the need for strategic management in all spheres and sectors of social life, including agriculture and, of course, tobacco production. Effectively implemented strategic management oriented towards results requires the development of all capacities of strategic management and the central management process, integrating all major activities and functions, directing them towards improving the organization's strategic agenda.
Strategic management is integrative in nature: a) focusing attention across different organizational levels on the same goals, themes and issues; b) linking internal management processes and the initiation program of expected results in the external environment; c) establishing daily tactical and operational connections and d) making decisions towards long-term orientation to strategic goals. In this sense, it can be freely stated that strategic management is a process of formulating, implementing and evaluating functional decisions enabling the achievement of long-term goals, determining the vision and goals of the business. In other words, it is a proactive process of achieving long-term compatibility of companies in the anticipated environment. The success of this process depends on the development of a comprehensive plan, which, in agriculture, represents an overview of the production that the entire organization should execute, as well as the resources needed for its execution. It must contain sufficient data to include steps such as the application of fertilizers, seed materials and pesticides, i.e., a list of actions to be taken.
Maintaining the long-term productivity of the land, protecting the environment, ensuring the health of the farmer and workers and maintaining financial independence are issues that affect the plan of an agricultural organization. The type, quality and quantity of available resources determine which activities can be considered in the organization's plan and which are not feasible. Above all, the land should be considered as a complex and limited resource with characteristics that affect the type and number of activities considered, objects, or a list of all structures, along with their condition, capacity, and potential uses. Machinery can be a fixed resource in the short run, and the number, size, and capacity of the available machinery should be included in the inventory. Capital can be another limiting resource. The lack of ready cash or limited access to operating credit can affect the size and mix of enterprises chosen.  The labor resources should be analyzed for quantity and quality. Quantity can be measured in months of labor currently available from the operator, while labor quality is more difficult to measure, but any special skills, training, and experience that would affect the possible success of certain enterprises should be noted. In this regard, strategic management envisions the best possible use of all available resources: land, labor, capital and entrepreneurship to achieve set goals, making it a practical process that should provide the best management with available resources.

Materials and methods

This study includes a theoretical part and empirical research with an analytical approach. In the development of this paper, statistical data from relevant sources such as World Bank, State statistical оffice of the Republic of North Macedonia, Ministry of agriculture, forestry and water economy of the Republic of North Macedonia, Economic chamber of North Macedonia, EUROSTAT database, Food and agriculture organization of the United Nations (FAO) and World Health Organization were used. Additionally, proprietary analyses and empirical research were included, utilizing the survey method and the contingency coefficient, mathematical-statistical and comparative methods, as well as tabular and graphical representation of the obtained results.

Results and discussion

The real business conditions demand rapid adaptation strategies (correct strategic management activities) that respond to dramatic changes, especially in the agricultural sector. The process of strategic management, as a dynamic process, represents a complex set of commitments, decisions and activities that a company needs through its strategy to possess a competitive advantage and thus achieve higher profits compared to other companies in the industry.
Such a competitive advantage occurs when a strategy is implemented that creates value that others are unable to replicate, due to various reasons such as poor management, bad organization, high costs, lower quality, weak image, high prices, etc.
The relevant strategic elements from analyses of the internal and external environment are necessary for the effective formulation and implementation of a long-term strategy. On the other hand, adopting effective strategic activities is a precondition for achieving desired results such as strategic competitiveness and higher profit.
This means that the strategic management process approach is used by organizational entities to align market conditions and the continuously changing competitive structure with the resources, capabilities and advantages of the company that are constantly evolving. 
In agribusiness, the strategic management approach should particularly focus on critical strategic thinking that is crucial for long-term financial success and a good understanding and monitoring of competition within the industry and their achievements, as an essential aspect of maintaining market positions.
Essentially, management's strategic decisions in agribusiness must be based on internal considerations for costs, technology, risks, financial planning and managerial resources, as well as external considerations for synergies, differentiation, market positioning and marketing strategies.
Today, changes in agribusiness, encompassing tobacco production, are constant and increasingly rapid, necessitating managers to embrace a novel leadership approach that underscores flexibility, accelerated innovations and the assimilation of challenges stemming from the continual shifts in working conditions.
In order to achieve a competitive advantage, businesses must expand all activities and view all markets worldwide as a global marketplace. In this contemporary competitive environment, conventional sources of competitive advantage, such as economies of scale and huge advertising budgets, are no longer as effective. On the contrary, the traditional mindset of leadership cannot bring strategic competitiveness to enterprises in the competitive landscape. Managers must embrace an entirely new mindset for leadership, one that values flexibility, speed, innovation, integration and the challenges arising from the constant changes in working conditions, as globalization has affected the entire world.
In many cases, companies that possess strategic competitiveness are those that have learned how to leverage competitive insights gained at the local level within global frameworks. They manage to enhance and modify their local insights and practices in line with global advancements in the field. Therefore, in these conditions of competitive challenges, organizational entities must be strategically flexible, adapting quickly to achieve strategic competitiveness and improve their profits.
The development of a strategic management approach by organizational entities in the tobacco production industry is of great importance not only for the companies themselves but also for the country. Tobacco production, given its societal and socio-economic significance, serves as a source of livelihood, engagement and income for a large portion of the population. Additionally, as an export product, tobacco contributes significantly to the national budget.
Nevertheless, when developing a strategic management approach for organizational entities in the tobacco production industry, it is crucial to consider specific regulations from the EU, particularly the Common Agricultural Policy and the World Health Organization. For years, the World Health Organization has been making efforts to reduce tobacco cultivation areas through the Framework Convention on Tobacco Control.
The goal of developing a strategic management approach for organizational entities in the tobacco production industry is to initiate the development of a strategy for the proper production of tobacco. This involves adhering to European and global recommendations for the industry and informing tobacco producers about their orientation in the future period. It pertains to information related to the production range (the tobacco type and the assortment of additional agro-industrial products), the beginning, course and end of the crop production year, all essential activities related to production, processing and realization (buying-sale of tobacco and additional products) with attention to all costs and gains, investments and benefits, etc.
Within the development strategy, the organizational entity must clearly outline its development policy and the goal of determining its future business position. In essence, the business activity of the tobacco production entity is necessary to:

• Express the views of the tobacco production entity towards anticipated changes in the environment, i.e., global demands on the industry.
• Base decisions on the crop production year and potential, unexpected weather changes.
• Initiate consistency in the development decisions of the tobacco production entity.
• Align goals, business activities and capabilities of the enterprise.
• Ensure transparency of all information for the tobacco producer collaborators in the crop production process.
• Provide continuity of business activities and the development of the organizational tobacco production entity in a higher form of organization, i.e., into a farm or a small enterprise.
Therefore, the strategic management approach sets the goals and guidelines for the current activities of tobacco production entities and their future development. This is based on thorough research and detailed analysis of specific parameters, aiming to ensure the proper conduct of tobacco production activities in phases throughout their entire process. This will facilitate the improvement of the core business and initiate opportunities for expansion through additional activities, all while respecting the recommendations from European and global institutions regarding global events and trends.
[bookmark: _Toc23890715]
Empirical Research

Empirical research was conducted to directly understand the circumstances of organizational entities in the tobacco industry, specifically tobacco producers, and to assess their involvement in strategic activities within their operations. This research involved nine tobacco purchasing companies in the Republic of North Macedonia and 102 organizational tobacco entities, namely family-owned tobacco production businesses. The primary hypothesis of this empirical research states: The implementation of a strategic management approach for the development of tobacco production should stimulate tobacco producers to cultivate tobacco by favoring the tradition of the activity, obtaining subsidies, real prices for purchased tobacco, advancing tobacco production through appropriate financing (with favorable loans or lower prices for the purchase of suitable machinery), as well as educating and training entrepreneurs in tobacco production (especially attracting the younger population) to focus on this activity with modernization and improvement of production.
The main instrument of the empirical research is the questionnaire for tobacco producers in the municipalities of Prilep, Dolneni, and Krivogaštani, as well as for representatives of tobacco purchasing companies in the country.
x2 is the sum of squared differences between the observed and expected (theoretically given) frequencies, placed in relation to the expected frequencies and is calculated according to the formula:
[bookmark: _Toc23890723]
where:
 = observed frequencies obtained through empirical research or experimentation
= expected or theoretically given frequencies (frequencies expected under a certain hypothesis)  
The statistical processing of the data obtained in this research involves calculating the Х2 -test or commonly known as the Pearson coefficient of contingency and the contingency coefficient (C). 
Observed frequencies are obtained from the conducted empirical research, while expected frequencies are obtained by multiplying the sum of the row by the sum of the column, and the result is divided by the total sum of frequencies.

The obtained value for x2 is interpreted based on the theoretical x2 distribution, which is created by K. Pearson. He calculated and created the tables of critical values for the x2 test for a given degree of freedom and corresponding probability, i.e., the significance level. The significance level refers to the allowed error or risk and is most commonly used at probability levels of p=0.05 and p=0.01. In this study, a probability level of 0.05, or 5%, is used.
When frequencies are arranged in rows and columns, the degrees of freedom (n) are calculated as follows:
               
where:
 = degrees of freedom;
 = number of columns;
r = number of rows.

In this empirical research, the frequencies are arranged in two columns and three rows, resulting in 2 degrees of freedom. The tabulated value of x2 for 2 degrees of freedom and a significance level of 0.05 is 5.991.  
When the calculated value of x2 is greater than the critical value in the table, which in our case is 5.991, we conclude that the statements of tobacco producers and purchasing companies differ. Conversely, when the calculated value of x2 is smaller than the tabulated value, in that case, the statements of the two groups of surveyed respondents are similar, meaning there is no significant difference. This is also evident from the comments on individual questions.
As observed, the x2-test determines the probability of association between two variables, not the strength of the association. Such association is measured by the coefficient of contingency (C). 

where: 
x2 = calculated value for x2;
N = total number of frequencies. 
The analyses and calculations based on the chi-square test for this question indicate that the responses from the surveyed companies and tobacco producers do not align. Specifically, the response from tobacco producers, stating that they will increase the areas under tobacco in the future only if adequately rewarded for production and receive higher subsidy amounts, does not correspond with the views of purchasing companies.

On the other hand, purchasing companies, following the longstanding condition of their tobacco producers and being aware of the tobacco situations in the country, the surroundings, and the world, are more pessimistic about increasing the production areas of tobacco.

However, the general conclusion for this question is that there are definite opportunities for increasing and modernizing the production of Oriental tobacco if the previous demands of tobacco producers are at least optimally satisfied.
The coefficient of contingency can have a value from 0 to 1. When this coefficient is closer to 1, the interdependence of the modalities of the variables is stronger, while when the calculated coefficient is closer to 0, the interdependence is weaker.
Only three questions from the conducted survey are highlighted in this study, providing an overview of the need for a strategic approach in the tobacco production family business.
For the first question, Table 1 and Graph 1 display the responses given by the two groups of respondents.


Table 1. Presentation of answers to the first question given by the examined groups. 
	
Asked questions
	Offered answers
	Individual answers

	
	
	Tobacco companies
	Tobacco producers

	
	
	Value
	%
	Value
	%

	1. Do tobacco producers consider expanding tobacco cultivation areas in the future?
	Yes
No
No answer
Total
	2
4
3
9
	22
44
33
100%
	54
16
34
102
	51
16
33
100%

	                                                                                  Calculated x2 – test = 25,052
                                                                                                                                         С = 0,334



  
Chart 1. Presentation of answers to the first question given by the examined groups.

For the first question, " Do you belive that your clients - tobacco producers consider expanding tobacco cultivation areas in the future?, we received the following answers:
Two companies, or 22%, answered Yes. This means that they believe tobacco producers will increase tobacco areas in the future. Four companies, or 44%, answered No. This indicates that they believe tobacco producers do not plan to increase tobacco areas in the future. 33% or 3 companies, did not have answer for that question.
The same question for the other group of respondents – tobacco producers was: "Do you, as a tobacco producer, consider increasing tobacco areas in the future?" Positively answered 51%, or 54 tobacco producers out of a total of 102 surveyed individuals, 16% or 16 tobacco producers who do not plan to increase tobacco areas in the future responded with No, while 34 individuals, or 33%, did not have answer.

Calculated values for the x2 test and the coefficient of contingency (C) for this question are presented below:
 X2 0,05 - test (calculated value) = 25,052  >  X2 0,05 - test  (tabulated value) = 5,991
С= 0,334

The analyses and calculations based on the X2 test for this question indicate that the responses from the surveyed companies and tobacco producers do not align. Specifically, the response from tobacco producers, stating that they will increase tobacco areas in the future only if they are adequately rewarded for production and if they receive higher subsidy, does not correspond with the views of purchasing companies.
On the other hand, purchasing companies, following the longstanding condition of their tobacco producers and being aware of the tobacco situations in the country, the surroundings, and the world, are more pessimistic about increasing the tobacco production areas.
However, the general conclusion for this question is that there are definite opportunities for increasing and modernizing the production of Oriental tobacco if the previous demands of tobacco producers are at least optimally satisfied.
Both groups of respondents provided answers for the second question from the survey. For purchasing companies, the question was: Do you believe that tobacco producers have enough workforce for the production of the planned quantity of tobacco?
Five out of the nine purchasing companies, or 56%, responded positively. According to them, their clients, the tobacco producers, have sufficient workforce to produce the planned quantity of tobacco. Only one company, or 11%, gave a negative response, believing that the existing workforce is not sufficient for tobacco producers to produce the planned quantity of tobacco. 33%, or 3 companies, did not have answer for that question. 
The question for tobacco producers was: "Do you believe that you have enough workforce for the production of the planned quantity of tobacco?" According to the survey, 63 out of 102 tobacco producers, or 62%, responded positively, indicating that they believe they have sufficient workforce to produce the required or planned quantity of tobacco. Regarding this question, 16 tobacco producers, or 16%, believe that there is not enough workforce engaged in the tobacco production sector, and 22%, or 23 tobacco producers, did not have answer.
Answers to the previously asked question are presented in Table 2 and Chart 2.


[bookmark: _Hlk152843596]Table 2. Presentation of answers to the second question given by the examined groups. 
	
Asked questions
	Offered answers
	Individual answers

	
	
	Tobacco companies
	Tobacco producers

	
	
	Value
	%
	Value
	%

	2. Do tobacco producers have enough workforce for the production of the planned quantity of tobacco?
	Yes
No
No answer
Total
	5
1
3
9
	56
11
33
100%
	63
16
23
102
	62
16
22
100%

	Calculated x2 – test = 3,191
С = 0,125



  
Chart 2. Presentation of answers to the second question given by the examined groups.


The calculated values of the X² test and the coefficient of contingency (C) are presented comparatively with the theoretical values, and they are as follows:
X2  0,05 - test (calculated value)= 3,191  <  X2 0,05 - test (tabulated value) = 5,991 С= 0,125
Tabulated and graphically presented data, indicate that the answers of both groups are identical. Therefore, the calculated value of the x2 test (3.191) is smaller than the tabulated value (5.991) corresponding to the given parameters. This suggests the fact that tobacco producers have, or can provide, sufficient workforce for the production of the planned quantity of tobacco. This justifies both the general and the relevant auxiliary hypothesis, and it can be confidently stated that our country has a tradition and a sufficient number of individuals for engagement in tobacco production. Consequently, there is potential for developing modern family businesses, provided that certain conditions are met, such as higher purchase prices, guaranteed subsidies, access to modern machinery under favorable conditions, greater education and training for tobacco production management, especially for young individuals, etc. Our country, similar to the region and beyond, is experiencing a significant outflow of young workforce, and this trend continues. However, the analyses demonstrate that if young individuals, whose families have a long-standing tradition in tobacco production, stay informed and participate in all programs, projects and measures offered in the field of agriculture, they could potentially remain in their hometowns and continue the traditional production.
The third question from the survey form pertains to the perspectives of both groups of respondents regarding whether they believe the state should have a long-term development strategy for tobacco production. The answers to this question from both groups of respondents are almost equal. Out of 102 surveyed tobacco producers, 93 individuals, or 95%, responded positively, indicating that they firmly believe the state should have a long-term development strategy for tobacco production as a direction for future work. Only one individual, or 1%, believes that such a strategy is unnecessary, and four individuals, or 4%, did not have answer. 
Similar responses are observed among purchasing companies, where a high percentage of 89%, or 8 purchasing companies, believe that the state should have a strategy for tobacco production. Only one company, or 11%, did not have answer.
The obtained answers to this question are presented in Table 3 and Chart 3.
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Table 3. Presentation of answers to the thirteenth question given by the examined groups. 
	
Asked questions
	Offered answers
	Individual answers

	
	
	Tobacco companies
	Tobacco producers

	
	
	Вредност
	%
	Вредност
	%

	3. Do you believe that the state should have a long-term strategy for tobacco production?
	Yes
No
No answer
Total
	8
0
1
9
	89
0
11
100%
	93
1
4
102
	95
1
4
100%

	                                                                                  Calculated x2 – test = 4,628
                                                                                                                                       С = 0,150



  
Chart 3. Presentation of answers to the thirteenth question given by the examined groups. 

The calculated values for х2 – test and the contingency coefficient C based on the provided responses are as follows:

χ² 0.05-test (calculated value) = 4.628 > χ² 0.05-test (tabular value) = 5.991
C = 0.150
Here, it is very clear that both groups of respondents believe that the state should have a long-term strategy for tobacco production, as evidenced by their answers and the calculated value of the х2 – test.
After analyzing all the questions, a general observation can be drawn that a strategic management approach in the development of the tobacco production business involves a combination of complex and comprehensive activities. These activities include measures, actions, and plans grouped into programs and subprograms, all aimed at achieving the strategic priorities and goals of the organizational entity—tobacco producers—in the direction of improving the quantity, quality and profitability of the tobacco production business activity.



Conclusions

Creating and implementing a successful strategy for the development of tobacco production as a family business would be successful if tobacco producers are willing to cultivate tobacco, emphasizing the tradition of the activity, obtaining subsidies, properly stimulating purchased tobacco, advancing tobacco production through appropriate financing (with favorable loans or lower prices for acquiring suitable machinery), as well as educating and training entrepreneurs in tobacco production. It is especially crucial to attract the younger population to this industry, with a focus on modernization and improvement of production.
Strategic planning is primary here and it is a kind of tool that has the power to turn the created vision of the organizational entity into reality. The research in this study points to the fact that the application of a strategic management approach in the development of the tobacco production business can contribute to the improvement of production and the enhancement of operational results. However, it is not widely applied by tobacco producers, who need to be incentivized to adopt a strategic management approach.
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