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ABSTRACT

The goals of clustering in the tobacco industry in the Republic of Srpska and Bosnia and Herzegovina are the
creation of a modern and developed industrial structure, which will gradually fit into the economies of the integrated
market and thereby contribute to the development of a more favorable economic environment. The necessity of
such a development orientation stems from the facts that the economy of the region is based on the production of
primary products of lower processing stages and that long-term economic growth is not possible on this basis.
Therefore, the establishment and development of clusters of the tobacco industry in The Republic of Srpska and
Bosnia and Herzegovina would represent a major development strategy whose positive effects would be felt in the
entire underdeveloped region.
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MOKHOCT 3A ®POPMUPAILE HA TYTYHCKH KJIACTEPHU BO PEITYBJINKA
CPIICKA

Lenmure Ha KiacTepu3alyja BO TyTyHCKara mHAycTpuja Ha Pemy6muka Cprcka n bBocHa m Xepuerosuna ce
CO3/1aBahe Ha MOJIEPHA M Pa3BHEHA UHJYCTPHCKA CTPYKTypa KOja MOCTENEeHO Ke Ce BKIIONYBa BO CTOIAHCKUTE
TEKOBH Ha HMHTErPAHMOT Ma3ap M CO Toa Ke NPHUIOHECYBa 3a Pa3BOjOT Ha IOMOBOJICH CTOMAHCKH aMOWEHT.
HeomxomHocTa o TakBaTa pa3BojHA OPUEHTAIlM]a IPOU3IIETyBa O (DaKTOT JEeKa CTOMAHCTBOTO HAa OBOj PETHOH €
3aCHOBAHO Ha IMPOM3BOJICTBO Ha MPUMApPHK POU3BO/IM BO NMOHKCKA (paza Ha 0OpaboTKa U Jieka Bp3 Taa OCHOBA HE
MOXe 1a ce 00e30e11 JOITOpOoUeH EKOHOMCKH PacT.

Ilopagn TOa, BOCIOCTaBYBamE€TO M pa3BOjOT Ha KJIAacTepu Ha TyTyH Bo PemyOmmka Cprncka m bochHa m
XepleroBuHa TNpEeTCTaByBa HCKIYYMTENIHO BaKHA pa3BOjHA CTparerdja 4YuM MO3UTHBHU edekTH ke ce
peduiekTrpaar Ha LENUOT PErHOH, 3a KOj CO [IPAaBO MOXKE Jla Ce KaXke JIeKa MMa KapaKTEPUCTUKU Ha HEPA3BUCHOCT.

Kayunu 3060poBu: Kiactep, NpOU3BOUTEN, AaHKETH.

INTRODUCTION

The experience of the Republic of Srpska
and Western Balkan countries in the field of
the clusters are more than modest. Specific
examples of clusters that exist or are under
development are mainly experimental trials
that were mostly developed without clearly

defined rules, organization, mission and
vision. One of the main reasons for this is the
lack of knowledge and lack of understanding
of the term “cluster” and the importance of
their institution for the development of the
region. In the RS and the Western Balkans
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in general business conditions are extremely
unstable. Not the end of the constructed
system at the state level will encourage and
facilitate development of small and medium
enterprises (SMEs) and their clustering.

In this regard, the question arises: if and how
capable SMEs are to continually invest in
productdevelopment, technology, knowledge,
and thus form the basis of development of
the country or region? How realistic is it to
expect that SMEs will invest some funds in
a research project? Is tobacco manufacturer
capable of coming independently to the
European market and survive in this market
without connecting with other manufacturers,
carriers, etc.? Could SMEe alone meet the

demands of the global market both in terms
of quality and quantity and in terms of
sustainable development and adaptation to
the new, growing, market requirements?

The answers and solutions to all of these
questions can be found by linking SMEs
and creation of clusters depending on the
characteristics and economic opportunities
in the region. In this way, more SMEs
make a large system that is able to fulfill
most of the requirements of the market
and still remain flexible. Companies that
are included into functional or regional
group or network will be more efficient
than the companies which are not'"

CLUSTER APPROACH TO THE PROBLEM OF TOBACCO

The use of cluster yields is quite clear.
However, to be serious in the approach to
the cluster development in our region it is
necessary to explore the reasons that led to
a very poorly developed network of clusters.
First of all it is necessary to conduct research
in small and medium-size enterprises (SMEs)
and based on that form some conclusions

which would be useful in the realization
of this project. This primarily refers to the
level of awareness and knowledge about
the clusters that exist among small and
medium-sized enterprises. Therefore, in the
next section we will present the results of
surveys conducted among small and medium
enterprises in the Republic of Srpska.

PRELIMINARY QUESTIONNAIRE

The following section will show the results
of research that have been conducted on the
basis of the survey of 14 companies and
15 entrepreneurs from the RS, which are
associated with agricultural production, i.e.
the production of tobacco. This part of the
study represents preliminary questionnaire
on the basis of which we had intended
to present problems faced by small and

medium-size enterprises in the field of the
present business conditions, and based on
that, we come to the basic conclusion - that
by the process of clustering large part of these
problems can be overcome. In Appendix 1
preliminary questionnaire is shown, and the
questions were mainly related to exports, the
cost of raw materials, organized education,
collaboration, sales, etc.

Fig. 1. Cooperation with the collection stations
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To the question “How satisfied are you with
the collaboration with collection stations”
majority of respondents gave an answer
that generally they were not satisfied or that
such cooperation was at a very low level.
The reason for such a high percentage
of negative responses should be sought
in the low prices of products, the criteria
determining class quality products and
quality group of tobacco, as well as low and
irregular premiums for products, for which it
can be said that they are not in the domain of
buyers, but it is up to the relevant ministry.

To the next question, related to the

competition and its effect on the volume
and quality of tobacco production, 45
% of respondents said that competition
affects the production and sale of tobacco
and tobacco products. It is reasonable that
the reason for this is the import of tobacco
into the Republic of Srpska and Bosnia
and Herzegovina. The local market for
agricultural products and tobacco as raw
materials and finished products is filled
with goods of questionable quality and
questionable origin, which greatly narrows
the scope for domestic producers for serious
and quality production.

Fig. 2. Influence of competition on the scope and quality of tobacco production

Purchase price of agricultural products
and tobacco is an extremely important and
almost essential factor which influences the
manufacturers’ decision to deal with this
production. That is confirmed by the fact
that 93% of respondents gave a positive

WYES

[ e}

answer to this question. The reason for this
should be sought in the fact that tobacco is
commodity that is in demand and that it is
less and less to offer, as well as the fact that
his collection is relatively good

Fig 3. Satisfaction with the sale price

Asked whether the producers are
interested to expand production, 81 % of
respondents said yes. This is a very high
percentage, considering that the production
of agricultural products, and tobacco is
associated with alower degree of uncertainty

m YES
m NO

(climate, set production, marketing) and the
fact that the size of arable land for growing
tobacco is usually limited. This is surely
influenced by the fact that producers are
thinking economically - higher production,
higher yields and higher profits.
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Fig 4. The interest of producers to expand production

Cluster, as a new form of business
association, is apparently a new term and
not many are familiar with its meaning.
Therefore, the question of how the clusters
contributed to the increase of production
and marketing of tobacco in the region,
was positively responded only by 23 % of

B YES

| no

the respondents. This is certainly due to
the insufficient knowledge of the modes in
which the clusters operate, the benefits of
clustering through reducing operating costs
and increasing revenues from operations,
and the fact that human mentality is such
that hardly accepts innovations or changes.

Fig 5. Contribution to the business through clusters

The general estimate based on the survey
is that farmers and producers of tobacco
in the Republic of Srpska and Bosnia
and Herzegovina are not satisfied with
the current situation and believe that the

I YES

L)

situation in this region can lead to a much
higher level, where the role of the state, or
the line ministry is very important, if not
crucial.

ANALYTICAL SURVEY

To closer perceive and analyze the
problems in tobacco industry, we made a
more detailed survey, primarily of the small
and medium-size enterprises. During our
research conducted in the region of Posavina
and Semberije, where traditionally grown
tobacco types are Virginia and Burley,
we performed a study in three economic
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entities engaged in the production,
purchase and sale of tobacco, as well as
their subcontractors. The survey included
AD “’Tobacco” Bijeljina, ZZ “Obudovac™,
and ZZ °’Agreks” Donji Zabar and their
subcontractors.

Unlike the first part of the questionnaire
related to general data, the second part was
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more focused on marketing and sales.

For example, only 15 % of the total number
of respondents were producing tobacco for
exports and the remaining 85 % mainly
formedtheirmarketsalesintheareaRepublic

of Srpska - Bosnia and Herzegovina. Such
results indicate the current deficit problem,
the import - export route, which is typical
for developing countries.

Fig 6. Tobacco exports
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In terms of expected earnings, results
speak in favor of negative growth (55 %)
and stagnation (35 %), and only a small
proportion of companies (15 %) expected
earnings growth in the future. The most
common reason for this devastating
condition, despite the economic crisis, is
the very low level of competitiveness of

the enterprises. In today’s “harsh” business
conditions, companies lose the existing
market and it is very difficult for them to
find new markets, because they are too
small and weak in comparison to the large
corporations that dominate and play a major
role in today’s business environment.

Fig. 7. Projecting future earnings
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Research results on the development
of sales channel go more in favor of its
negative side, or underdevelopment of
sales channels. The sales are mostly direct
(96 %), while other types of sales (through
trade fairs and the like) are used by 4 % of

the respondents.

These results, however, should be viewed
in light of the specific characteristics of the
products (mainly agricultural products),
because not all of them are suitable for
sale through alternative channels. On the
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other hand, the analysis showed that a large
part of the impossibility of developing
alternative distribution channels and access
to the market lies in the fact that these small

financial companies are usually faced with
liquidity problems, the inability to obtain
quality information and a lack of skilled
workers.

Fig 8. The development of sales channels
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The main buyers of products of the
enterprises surveyed are local agricultural
cooperatives and local tobacco factory (85
%), while the rest 15 % refers to tobacco
factories in the region (Macedonia, Serbia,
Croatia...). With regard to products and

services, however, the existing customers
complaints address the inability of
production and delivery of large amounts
(62 %), quality (20 %), price (16 %) and
other similar reasons (2 %).

Fig 9. The main customers of the enterprises surveyed
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From all previously mentioned, it can be
concluded that the respondent companies
generally have developed marketing and
sales elements of the business, or they are
not sufficiently developed to be able to
seriously compete in the larger markets,
where they encounter businesses that take
a large portion of the budget allocated for
marketing activities.

Basically, the most important problem for
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the analyzed companies is the financial
capacity and inability to seriously devote
themselves and take advantage of the sales
promotion.

It can be concluded that these problems can
be overcome by effective cooperation and
merging between the clusters. It is time to
join the forces and to develop the sectors
that are not able for independent promotion
and implementation. On the other hand,
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the transfer of these functions to the cluster
would give more time to pay more attention
to the field that they are most capable
of performing, and that is usually the

production. This will increase productivity
and avoid unnecessary costs in cases where
they have to take care about them, but they
do not have funds or qualified personnel.

GENERAL MODEL FOR THE ESTABLISHMENT OF TOBACCO CLUSTER IN
THE REPUBLIC OF SRPSKA

One of the most widely accepted model of
the cluster is Porter’s model of competition,
where the competitive advantage of a nation
determines its competitive positioning. To
be successful, the industry has to offer to
the market a higher value than its rivals,
or the same value for less effort (value for
efforts). According to Porter’s approach,
clusters represent a group of companies
and other elements that make the industry
competitive, including natural resources,
infrastructure, equipment, service providers,
other utility sectors, educational facilities
and the capacity of training institutions,
whose integrated and coordinated activities
contribute to the improvement of business.
“Porter’s diamond” includes four groups of
forces, which in their relations determine
the competition: terms of demand, the

companies and their rivals, the inputs and
sector support. Most competitive is the
cluster that has the best conditions for the
implementation of these elements. This
is in line with Porter’s representation of
specialization, contrary to the traditional
view of the economy where many planners
promoted the strategy of a diversified
economy.

With regard to the role of clusters in the
“diamond “ of competitiveness seen in the
context of “value chain” in the tobacco
sector, the tobacco cluster of Republic
of Srpska can provide a focus that is
required to enterprises, governments and
institutions to align their efforts with
specific competitiveness, value added and
its preservation, as well as targeted export
performances.

CONCLUSION

The main goal of the tobacco cluster is to
create a modern, developed, competitive
industrial structure that will gradually fit
into the economy of the global market. Such
a development orientation is necessary
since the economy of our region is based
on the production of primary products and
lower levels of processing, and that on these
bases it cannot provide long-term growth of
exports and overall economic development.
It is necessary to reduce import dependence
of the region and increase the export
capacity of domestic industries with higher
quality products and services.

Lookingatthenationallevel, throughtobacco
clusters the state can have a positive impact
on building competitive export economy
through its direct effect on the acquisition

of new skills, create employment, regional
development, increase living standards and
other goals related to economic and social
development.

Such arranged clusters could have promising
initiatives for international networking
on a global level. The international
competitiveness of local enterprises in the
global business environment is becoming
increasingly dependent on the ability of
mutual cooperation at the local level.
Therefore, the competitiveness of a tobacco
industry in future will be increasingly
dependent on the efficiency of its clusters.
TheRepublic of Srpska Government, through
the Ministry of Agriculture of the Republic
of Srpska, other ministries and development
agencies provide support to clusters of
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tobacco in the country, through promotion adoption of modern legislation that supports
and creation of business environment and and facilitates the work of the cluster.

10.

I1.
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