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Strategies and hybrid dynamics of soy transnational companies in the
Southern Cone

Valdemar Jodo Wesz Jr

Economical liberalization, market globalization and soy expansion stimulated the
advance of big transnational companies in the Southern Cone countries (Brazil,
Argentina, Paraguay and Uruguay). Currently, the main corporations acting on the
last links of the productive chain are ADM (Archer Daniels Midland), Bunge, Cargill
and Dreyfus (the ABCD firms), global leaders in the soy trade. The objective of this
contribution is to analyze the different strategies these companies articulate in the
Southern Cone, and their dynamics in local space through market relations with local
producers. The results show the rapid and intense process of denationalization of the
firms in the soy productive chain as well as the high level of market
internationalization and company concentration. In spite of this, this study shows that
all transnational power of ABCD firms, which seems so abstract and intimidating
when seen in the global scale, depends on its basis of the formation, maintenance and
exploration of relations of proximity, trust and reciprocity with local actors
(especially rural producers), including family friendship linkages.

Keywords: soy market; agribusiness; transnational companies; ABCD firms; Southern
Cone Region; hybrid organizations

Introduction’

From 1970 onward a new international order started in the political and institutional sphere,
characterized by the emergence of a complex reconfiguration of the world’s economy and
the alteration of the nature and dynamics of production, consumption and markets (Fried-
mann and McMichael 1989; Santos 2002). In the agricultural and food-production sector,
this process is expressed in the liberalization of international commerce and the perform-
ance of transnational companies looking to exploit the comparative advantages of this
new order (Wilkinson 2009). In this context, heterogeneous and geographically dispersed
actors and spaces are connected, and the dynamics of the relations between firms and ways
of governance are modified (Gereffi, Humphrey, and Sturgeon 2005; Bonanno and Con-
stance 2008; Clapp and Cohen 2009; Clapp and Fuchs 2009).

In Latin America’s Southern Cone?, the globalization process was intensified from the
1990s, during which a strong commercial and financial opening occurred, the results of
which were the mutation of the companies’ patrimonial structure, exemplified by the

!This contribution presents some of the results of the author’s doctoral dissertation (Wesz Jr. 2014).
’In this paper, the Southern Cone includes the following countries: Brazil, Argentina, Paraguay and
Uruguay.
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expansion of foreign direct investment (FDI) and the increase in the number of mergers and
acquisitions (M&A). Also, intensification of the firms’ denationalization process, growth of
markets’ internationalization, business concentration and capital centralization occurred
(Benetti 2004; Cohen 2007; De La Torre and Schmukler 2007).

In the soy market, the economic liberalization and market globalization process, and the
legume production increase, stimulated the advance of the big transnational companies in the
Southern Cone. This way, ADM (Archer Daniels Midland), Bunge, Cargill and Dreyfus,
world leaders in agricultural trade, started to play an important role in the region’s soy
market, from the 1990s onward. It is important to notice that soy is today the main
farming activity in economic (export value) and territorial (planted surface) terms in
Brazil, Argentina, Paraguay and Uruguay.

The objective of this paper is to analyze the strategies and dynamics of the transnational
companies ADM, Bunge, Cargill and Dreyfus (known as the ABCD firms) on the Southern
Cone soy productive chain. In this way, it seeks to understand, through the different
national and international transformations, the current configuration of the companies
related to the region’s soy market, which have led the world production of this bean. At
the same time, it discusses the dynamics of these firms in the local space related to their
commercial relations with rural producers. With this debate it aims at understanding how
transnational companies’ global practices are shifted, shuffled and adapted, and regain
meaning through interactions with actors and the contexts that exist in the different
scales (processes that produce hybrid organizations).

Besides using specialized academic literature on the subjects discussed, secondary data
research was conducted for the different countries, mainly consulting the Brazilian Associ-
ation of Vegetable Oils Industries (ABIOVE; Brazil), the Brazilian Institute of Geography
and Statistics (IBGE; Brazil), the National Company of Supply (CONAB; Brazil), the
Foreign Trade Secretariat (SECEX; Brazil), the Ministry of Agriculture, Livestock and
Fishing (MAGyP; Argentina), the National Institute of Statistics and Census (INIDEC;
Argentina), the Ministry of Economies and Public Finances (MECON; Argentina), the
Ministry of Agriculture and Livestock (MAG; Paraguay), the Paraguayan Assembly of
Cereals and Oilseeds Exporters and Traders (CAPECO; Paraguay) and the Ministry of
Livestock, Agriculture and Fishing (MGAP; Uruguay). Also, information was collected
from the media, especially newspapers and magazines, as well as reports, institutional bul-
letins and balance sheets of ADM, Bunge, Cargill and Dreyfus. Thirty-six qualitative inter-
views were held in 2012 and 2013 in Mato Grosso (the main Brazilian state for soy
production) with representatives of ABCD companies and with rural producers (with
regard to the latter, producers that plant more than 200,000 hectares of soy and farmers
in rural settlements that produce the grain on 10 hectares were interviewed).

After this introduction, the soy expansion in the Southern Cone is presented, highlight-
ing this market’s features in the four countries. In the following, the presence of ABCD in
the region is discussed with special attention in terms of the installed crush capacity and
export volume. The main strategies of the ABCD firms are also analyzed. And, before
the concluding section, the performance of these companies in the local space related to
their commercial relations with rural producers is discussed.

The soy expansion in the Southern Cone

Until the mid part of the twentieth century, soy was an experimental crop in the Southern
Cone countries, without economic and territorial importance. Between the 1950s and 1960s
there was a first movement to stimulate production, mainly in Brazil, where soy started to be
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planted in rotation with wheat (Embrapa 2004). As shown in Figure 1, from 1970 onwards,
there is a significant increase in the planted area, led by Brazil and, to a lesser extent, by
Argentina. The decades of 1980 and 1990 were characterized by an increase in the planted
surface, although there were significant recession periods, especially in Brazil, which
entered an economic crisis (Delgado 2005). By the mid 1990s, what has been called the
soy boom took place (in Uruguay this process came later, starting by the 2000s), the main
characteristic of which was the high rate of planted area growth, which doubled in less
than 10 years. In a general way, this expansion has continued until today, mainly in the Para-
guayan and Argentinean cases, where the planted surface has had practically uninterrupted
growth during the last 20 years (Figure 1). Today, the soy-planted area in the Southern
Cone equals the sum of the territories of Germany, Portugal and Belgium.

The dynamics of soy in the Southern Cone is linked to the incorporation, on a global
scale, of this legume in the production of vegetal oil and proteins for animal feed (swine,
birds and cattle) that was boosted mainly by the USA after World War II (Du Bois, Tan,
and Mintz 2008). The growth of the international demand for and the price of the grain,
especially from 1973 onwards, stimulated countries in the Southern Cone to invest in the
legume for export. It is important to highlight that the national states played a fundamental
role in disseminating this harvest when they created several measures to encourage its pro-
duction. In this sense, policies for the modernization of agriculture were decisive, for they
relied on subsidized credit, technological innovation, minimal prices, modernization of the
input and processing industry, the creation of new channels for distribution, etc. (Pifieiro
and Moraes 2008; Heredia, Palmeira, and Leite 2010; Gras and Hernandez 2013).

In parallel, the soy expansion received strong benefits from migration policies,
especially in Brazil and Paraguay. In the former, the military government promoted the
‘occupation of Cerrado’ and the expansion of the agriculture frontier through several
public policies (directed at land concession, infrastructure construction, agriculture modern-
ization, territory occupation, fiscal incentives, etc.). One of its main goals was to extend
farm production in the region to generate earnings and equalize the commercial balance
via the increase of exports (Ferndndez 2007; Moreno 2007). In the Paraguayan case, the
Stroessner government (1954—-1989) tried to consolidate the agroexporting model
through the incorporation of Brazilian people in its territory, so that they could extend

60,000,000

50,000,000

40,000,000

30,000,000

20,000,000

10,000,000
0
L s T A s N T Yo T N« T T TS W e W B S N = O o T i« S B
W W W WONINININIRNIOGWIOGWOOMDMONRNNNNDO O OO O o o
A QA QD DR 600G OGO GO GO O O OO 66 O o o
A d A A A A A A A A A A A A A A A A A NN NN NN

M Argentina [ Brazil O Uruguay M Paraguay

Figure 1. Soy-planted area in the Southern Cone (1961 to 2013).
Source: Faostat (2014).
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areas of plantation destined for export (especially soy and wheat). For such, the law forbid-
ding the acquisition of land by foreigners in the range of 150 kilometres from their borders
was abolished, and it facilitated the land concession and financing of agricultural activities
(Pappalardo 1995; Albuquerque 2005; Blanc, 2015). Today, it is estimated that 90 percent
of Paraguayan soy is produced by Brazilians or their descendants (Revista Exame 2011).

In addition to sectorial actions of the different countries (such as rural credit, price, land
and territorial order, agronomic research, technical assistance policies, etc.), a series of
instruments were decisive for the construction of an environment favourable to soy expan-
sion (such as labour, environmental, industrial, commercial, fiscal, tributary, energy, infra-
structure and services policies, etc.). Still, domestic impulses cannot be analyzed as
disconnected actions, but as a set of instruments mobilized to sustain an agroexport
model of development that, during the years, has shifted and restructured when faced
with the national and international political-economic context (Pires and Santos 2013).

It is necessary to recognize that public policies constructed by the different countries to
maintain the agroexport model are linked to the context of economic, commercial and finan-
cial globalization, defended and stimulated by international organizations (especially the
International Monetary Fund, the World Bank and the World Trade Organization)
(Gilpin 2011). In parallel, the transnational companies deepen and intensify the process
of market integration, since they are the main locus of accumulation and economic
power controlling specific assets (capital, technology and management, organizational
and market capacity) and defining private norms for market regulation (Clapp and Fuchs
2009). In brief, it can be said that the expansion of the soy frontier in the Southern Cone
has been stimulated by the relations among national governments, transnational companies
and institutions of global governance.

Gudynas (2008), Guibert et al. (2011) and Gras and Hernandez (2013) also note how
technological and socio-organizational transformations were also fundamental for the soy
boom. Amongst the technical changes, the authors highlight the importance of direct
seeding and transgenic variety introduction, which simplified the planting and management
process, reducing implementation costs (despite the payment of royalties and the growing
use of agrotoxics). On the socio-organizational front, there were information and communi-
cation structures, business management, new financial tools and the organization of the
companies on business networks, that allowed the introduction of financial sources
coming from other sectors, the expansion of actors’ mobility, and the possibility of control-
ling bigger areas in different regions.

In the last few decades, the Southern Cone has become the main area of expansion of
soy plantations (mainly Brazil and Argentina, which dominate more than 90 percent of the
regional planted surface of the grain, but with a growing advance over the Paraguayan and
the Uruguayan territories). In 2013 these four countries accounted for more than half of the
world’s production (52 percent), while in 1970 they represented only 4 percent. From 1970
to 2013, the soy-planted area grew more than 34 times, while in the other producer

3In Bolivia there is a strong process of soy expansion, especially in the department of Santa Cruz,
which is similar to the prevailing situation of the Southern Cone. However, Bolivia was not con-
sidered in this paper because the ABCD firms do not appear as strong there as they do in the other
countries (even with ADM and Cargill acting there). In this country, Bolivian, Peruvian and Venezue-
lan agroindustries have a major presence (even because the main destination of soy is the Andean
countries themselves) (Colque 2013). Besides, there is limited access to data and information on
the companies.
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countries, this growth was only two times (Faostat 2014). The data show the region’s
importance and leading role in soy cultivation.

Genok (2012) argues that, associated with this productivity growth through the years,
since the 1990s there has been an expansion over native vegetation areas, and over other
activities (such as summer cultivation and livestock). The strong hegemony soy has
assumed on Southern Cone agriculture can be observed in the control that it exerts on
the total arable lands, which has been greater than 40 percent since 2005. Two of every
five arable hectares in the region are used for soy (Genok 2012).

1980/81 1990/91

1 point = 20.000 tonnes

0 375 750 1.500 Km
A

Figure 2. Soy production in the Southern Cone (Brazil, Argentina, Paraguay and Uruguay).
Source: IBGE (2013); MAGyP (2013); MAG (2013); Capeco (2013); MGAP (2013), compiled by the
author.
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The territorial expansion of soy can be observed in Figure 2, which presents the grain
production in Brazil, Argentina and Paraguay. This instrument allows us to comprehend,
historically and spatially, the expansion of the legume in the different regions of the
countries analyzed. While at the beginning of the 1980s, soy was present in a more signifi-
cant way in the Brazilian South and the humid pampas of Argentina, through the years it is
possible to observe the proliferation of new spots, such as the center-north of Brazil and
Argentina, the Uruguayan west and the Paraguayan east (Figure 2°%).

When analyzing the soy data in each country, the importance it has assumed over the
last decade becomes unquestionable. In Brazil’s case, the legume occupies a surface that
is greater than 50 percent of temporary cultures and accounts for 9.4 percent of total
exports. It is also the largest country exporting soy, in grain (CONAB 2013; SECEX
2013). In Argentina, soy has become the main farm activity, surpassing traditional cultures
such as wheat, corn and sunflower. Over the last few years the grain has reached 60 percent
of farming planted areas and is responsible for 25 percent of the total value of sales to
foreign countries, and the country is the world leader in soybean meal and oil exports
(INDEC 2013; Faostat 2014). In Paraguay, soy has been identified as ‘the backbone of agri-
business’, occupying 72 percent of arable lands in the country and accounting for 9.7
percent of national gross domestic product (GDP), and 42 percent of total exports (CIP
2013; Faostat 2014). In Uruguay, the legume took an ‘explosive’ leading role because it
had such little expression in the beginning of the twenty-first century (0.1 percent of
exports and 7.7 percent of planted surface), while a decade later it accounted for 16
percent of total exports and 86 percent of the cultivated land during the summer (Uru-
guayXXI 2012; MGAP 2013).

Through the years, the installed capacity of soy agribusinesses grew significantly,
especially in Argentina and Brazil, which concentrate an important part of the sector’s
enterprises. When analyzing the industrial situation of both countries, it is evident that
between 1984 and 2010 there was an expressive growth in Argentina (350 percent),
while in Brazil this was more modest (75 percent). With this, Argentinean industries prac-
tically equaled Brazilian ones in 2010, while by the mid-1980s they had reached only a little
more than a third (Figure 3). In Paraguay and Uruguay, the soy-crushing infrastructure was
much smaller than that of the neighbouring countries, because of the smaller production,
but also because a big part of this commodity is exported without being processed, as
will be shown later in this contribution.

“In relation to Figure 2, two comments must be made. First, concerning the spatial unity, where some
equivalence between the four countries was sought. This is particularly important to keep proportion-
ality where absolute values are used, instead of average values. For this, the unit ‘micro-region’ was
used in Brazil, and the ‘department’ in Argentina, Paraguay and Uruguay. The second comment refers
to the data, which were built based on different sources: Brazil — agricultural research by municipa-
lities of the Brazilian Institute of Statistics and Economy (IBGE 2013); Argentina — Ministry of Agri-
culture, Livestock and Fishing (MAGyP 2013); Paraguay — Ministry of Agriculture and Livestock
(MAG 2013) and Paraguayan Assembly of Cereal and Oilseeds Exporters and Traders (Capeco
2013); Uruguay — Ministry of Livestock, Agriculture and Fishing (MGAP 2013). In spite of the differ-
ent statistical sources, the variable ‘soy production’ did not present comparability problems. As the
analysis was made for a 30-year period, in some countries there were no data allowable by department
(only national), as in the case of Paraguay (harvest 1980/1981) and Uruguay (harvest 1980/1981 and
1990/1991). In these two countries, the data were estimated from studies and news that portray the soy
trajectory in these areas. This way, they are approximations that were made to allow a comparative
spatial and historical analysis.
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Figure 3. Installed capacity of the soy industry in the Southern Cone.

Note: Since there is no official information on the installed capacity in Paraguay and Uruguay, these
data were estimated from studies and news from these countries.

Source: Abiove (2014); Wesz Jr. (2011); Hinrichsen (2013); Barbosa and Nogueira Jr. (2007) and
media documents.

The slower pace of Brazilian installed capacity growth is the result, mainly, of the
Kandir Law enactment in September 1996, which exonerated raw material exportation
from the Tax on Distribution of Goods and Services (ICMS), maintaining the tributary
burden on industrialized products. This, on the one side, allowed a greater competitiveness
in Brazilian in natura farm exports and, on the other, sensibly reduced the viability of the
agribusiness production for the external market. The Kandir Law results were immediate
and, two years after its enactment, soy passed from 5 to 30 percent of the total exportations
of this productive complex (Wesz Jr. 2011). Besides the tributary aspect, enterprises have
preferred to invest in Argentina because there is a better infrastructure, especially for crop
marketing; a better exchange rate for exports; and a regulatory framework which incenti-
vizes grain processing in the country (Schavarzer and Tavosnanska 2007; INTA 2009).

Currently, the four countries present very different industrialization levels of soy pro-
duction, the highest percentage being in Argentina where, in the last few years, an average
of three quarters of the legume were crushed and converted into oil, meal and other by-pro-
ducts (MAGyP 2013; INDEC 2013). This is the case, when compared with the data from
Paraguay (22 percent) and Uruguay (5 percent), because historically, there has been in Argen-
tina a stimulus for the exportation of processed products, since meal and oil foreign sales are
less taxed compared to the soybean exports. In Brazil, the industrialization level of soy pro-
duction has dropped strongly, falling from 95 percent in 1995 to about half of that nowadays
(Wesz Jr. 2011). The Kandir Law, described above, is basic to understanding this change in
the soy allocation, with the increasing demand from China for the oilseed in natura.

Concerning the production allocation, soy keeps being mainly exported in the four
countries of the Southern Cone. However, there are three important differences amongst
these nations. The first one refers to the weight of domestic consumption over total pro-
duction, which is larger in Brazil (around 25 percent of the harvest) and smaller in Paraguay
and Uruguay (5 percent), while in Argentina there is an intermediate percentage (15 percent)
(UruguayXXI 2012; SECEX 2013; INDEC 2013; Capeco 2013). In the Brazilian case, three
factors define the high percentage of domestic consumption: (1) a strong influence of the gov-
ernment on the modification of diet and consumers’ food habits, with an increased demand for
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vegetable oils which substitute animal fats (butter and fat) in the context of a growing popu-
lation contingency; (2) the biodiesel demand increase since the enactment in 2004 of the
National Program of Biodiesel Production and Use (PNPB), which determines a mandatory
mix of 6 percent of biodiesel, made mainly from soy, in conventional diesel; (3) an increase in
cattle, pig and poultry husbandry, with a growing consumption of soy meal (Wilkinson and
Herrera 2010; Wesz Jr. 2011). In the case of Argentina, Uruguay and Paraguay, human con-
sumption of refined soy oil is very low, and soy is used, domestically, for animal feeding
(meal), although recently there has been an increase in the raw oil demand for biodiesel,
since incentives for production and consumption of renewable energies have also increased
(Rojas Villagra 2009; MECON 2011; MGAP 2013).

The second difference is linked to exported by-products, where there are very diverse
situations. In Uruguay, 100 percent of the soy is sold in natura, which is justifiable
because of the recent soy expansion in the country (over a little more than a decade) and
because of the destination country, since China is purchasing two thirds of the Uruguayan
soy and has a priority for the in natura grain to crush it in its own territory (UruguayXXI
2012). In Brazil and Paraguay, there is supremacy of the soybean, although there are oil
and, especially, meal exports (SECEX 2013; Capeco 2013). In both countries there is a
regulatory framework that favours exports with no aggregated value, because in sales
abroad feedstock faces less taxation than manufactured products do (Rojas Villagra
2009; Wesz Jr. 2011). In Argentina, where exports of agroindustrialized products in the
soy complex reach 70 percent of the total value (INDEC 2013), the regulatory framework
encourages the processing of the grain inside the country, charging more taxes when the
product in natura is exported (Figure 4; Fernandes Filho and Belik 2010).

The third difference refers to the allocation market of the soy complex, where China
assumes a great importance in the total value of Uruguayan (67 percent), Brazilian (50
percent) and Argentinian (25 percent) exports, mainly because of the purchase of the soy
in natura; in the Paraguayan case, marketing focuses mainly on Europe (which is also
the main recipient of Argentinean meal) (UruguayXXI 2012; SECEX 2013; INDEC
2013; Capeco 2013). As it will be shown, this context, which includes different products
and market allocations for soy, demands differentiated action strategies by the enterprises
according to the country.

100%
80% M Soybean (Grain)
o0 O Soybean Oil
40% B Soybean Meal
20%
0%

Brazil Argentina Paraguay Uruguay

Figure 4. Export value (%) of the soy complex (grain, meal and oil) by country in 2011.
Source: UruguayXXI (2012); SECEX (2013); INDEC (2013); Capeco (2013).
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ADM, Bunge, Cargill and Dreyfus (the ABCD firms) in the Southern Cone

Nowadays world cereal trade is controlled by four major transnational firms: ADM, Bunge,
Cargill and Dreyfus (routinely called ABCD due to the coincidence of their initial letters).
ADM (Archer Daniels Midland) began its activities in 1902, but appeared as a global actor
in the 1970s. It is based in 75 countries, acting in the production of food ingredients, animal
nutrition, and chemical and energy products. Bunge was founded in 1818 in the Nether-
lands, but in the early twentieth century it expanded to South America (where it is the
major trader in cereal and the major producer of the region’s fertilizers). It operates
about 400 facilities in 40 countries specialized in the production of cereal, oilseed, sugar
and ethanol. Cargill, which was founded in 1865 in the United States, controls a wide
range of activities (farm services, risk management, food purchase and processing, etc.)
in 66 countries. Louis Dreyfus was founded in 1851 in France. It differs from the previous
three in that part of the company is still a family property, for they control about 20 percent
of the shares. The firm is present in 90 countries, and its main focus is the feedstock and
biofuel trade (Arroyo, Rama, and Rello 1985; Murphy, Burch, and Clapp 2012). These
four companies are the leaders in the world trade of grain, controlling between 75
percent and 90 percent (The Guardian 2011).

ABCD took the leading role in the Southern Cone from the 1990s onwards, a period
characterized by the economic, commercial and financial globalization in the region.’
Until 1995, only Cargill and Dreyfus had industrial plants for soy crushing in Brazil and
Argentina, controlling less than 10 percent of the installed capacity. From that year on,
other companies, like Bunge and ADM, started to invest in industrial plants on
the region. An initial strategy, common to both firms and applied in different countries,
were mergers and acquisitions, through which they could advance over important compa-
nies in operation on the national market, changing the patrimonial structure of the
endeavours.

For the ABCD firms, the mergers and acquisitions had as their main advantages: (1)
eliminate competition, increasing the presence of the purchasing company on the market;
(2) build production scales compatible with the new development standard, highly
exigent regarding the permanent incorporation of technology; (3) secure the raw materials
supply and the distribution channels of the final goods, already structured by the acquired
company; and (4) enter quickly into the domestic markets, taking advantage of the econ-
omical context of that time (Benetti 2004). On their side, some national companies were
changing the focus of their actions, with an interest in selling their soy businesses, while
others were indebted (Castro 2002). In Brazil, the process of mergers and acquisitions
was evident when Bunge acquired Ceval, Santista and Incobrasa, Dreyfus bought Gressy
Lever, and ADM assumed the industrial soy plants from Sadia® (the same happened
between Cargill and Matosul) (Wesz Jr. 2011).

After consolidating their control over a significant part of the market, these big transna-
tional companies started to invest in the expansion of the units already existent and in the

It is important to highlight that at the same time that the movements of globalization favoured the
entrance of transnational firms in the Southern Cone, these corporations were one of the key elements
in the transformation of the production of food to a financialized, globalized and complex business
(McMichael 2009; Giménez and Shattuck 2011; Ahmed, Hamrick, and Gereffi 2014).

°It is worth highlighting that Ceval, Santista, Sadia, Incobrasa and Gessy Lever were among the six
major food agroindustries in Brazil (Cargill was added to this group) that met 34 percent of the crush
capacity in 1995. Therefore, mergers and acquisitions conducted by the ABCD firms happened over
the market leaders that were, in most parts, national capital ones.
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Figure 5. ADM (Archer Daniels Midland), Bunge, Cargill, Dreyfus installed soy-crushing capacity
in 1995, 2002 and 2011 in Brazil, Argentina and Paraguay (tons/day).
Source: Wesz Jr. (2011), Hinrichsen (2013), companies’ web pages and media documents.

building of endeavours in new areas (Pierri 2008; Rojas Villagra 2009; Wesz Jr. 2011). In
2002 it was already possible to observe the effect of mergers, acquisitions and investments,
when Bunge, Cargill, ADM and Dreyfus started to dominate 50 percent of the crushing
installed capacity in the Southern Cone, with a control superior to 100,000 tons/day.
This process was quick and aggressive if we consider that in 1995 there were only two com-
panies that controlled nine percent of the capacity (16,000 tons/day). In a very short time, in
2002, Bunge became the biggest company amongst the ABCD firms, dominating 20
percent of the processing capacity in the entire Southern Cone, even with a crushing
capacity limited to Brazil and Argentina (Figure 5).

Although in the last few years the ABCD firms have expanded, in absolute terms, their
installed capacity, reaching almost 180,000 tons/day in 2011, the percentage of industry
control has remained at the same level as in 2002 (around 50 percent). The greatest
company concentration is in the two countries that produce most part of the region’s soy
(Brazil and Argentina), while in Paraguay only Cargill has soy-crushing structure —
although ADM, Bunge and Dreyfus are currently building industries in this country and,
when they finish, the ABCD firms will start to control 80 percent of Paraguay’s capacity
(Chicago Tribune 2012). In Uruguay, although all of the companies act in the crop market-
ing, none has a crusher, since only 5 percent of the soy is industrialized in the country, as it
was mentioned before.

Among the ABCD firms, Bunge keeps the leading role in crushing capacity, with
more than 65,000 tons/day in 2011, followed by Cargill, which is present in Argentina,
Brazil and Paraguay — although it is in the two first countries where 90 percent of its
industrial structure is concentrated. Dreyfus, in the third position, has a capacity of
28,000 tons/day (with an 880 percent growth compared to 1995) and, like Bunge, only
acts in Brazil and Argentina. For its part, ADM crushes soy only in Brazil, reaching
20,000 tons/day (Figure 5).

In recent times, there has been a new regionalization of the ABCD agroindustries, with a
migration of production zones in Brazil and in Argentina to areas close to export channels.
In the Brazilian case, the agribusiness dislocation from the South and Southeast to the coun-
try’s Central-North is associated with the legume production increase in these new areas.
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However, there are other reasons for this relocation, such as the fiscal incentive that is
offered when feedstock is industrialized within the boundaries of the state that produced
it (Kandir Law). Furthermore, companies’ decisions are affected by the organization of
the regional transportation system and the presence of a local demand for soy meal for live-
stock (Wesz Jr. 2011). In Argentina, the crushing capacity has concentrated close to sea-
ports, mainly in Santa Fe Province, where the main cultivation area is located. Since
most of the soy is exported and production and marketing areas are close, it is viable to con-
centrate the agribusiness in the port zones (Schavarzer and Tavosnanska 2007). In Para-
guay, as well as in Argentina, the units are currently being built close to the port that is
relatively close to the production region.

In terms of sales to foreign trade, there has been a significant increase during the last
years. Between 2005 and 2011 exports increased from USD 12.2 to 33.6 billion FOB
(Free On Board) (growing 174 percent), while the rest of the sales in the four countries
increased at a slower pace (102 percent) (SECEX 2013; INDEC 2013; Capeco 2013;
COMEX 2013). Figure 6 shows an important growth in these firms’ exports from 2005
to 2007, but the downturn of international soy prices reduced the value in 2008, which
grew again in the following years.

Although ADM and Dreyfus presented higher export growth, exceeding 200 percent
between 2005 and 2011, Bunge and Cargill are the ones who dominate almost two
thirds of the ABCD companies’ total exports in the four countries (Figure 6). Brazil and
Argentina represent a greater share of these companies’ foreign trade, but in the last few
years there has been a reduction in their share: in 2005 they accounted for 95 percent,
and this fell to 91 percent in 2011. The greatest value mobilized by one company was
that of Bunge in Brazil, which reached USD 6.5 billion FOB in 2011 (SECEX 2013),
exceeding Paraguay’s total exportations that same year, which reached USD 5.5 billion
FOB (CIP 2013).

Although soy oil and meal exports are important for the ABCD companies, the in
natura sales have gained much attention in recent years, mainly because of China’s
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Figure 6. ADM (Archer Daniels Midland), Bunge, Cargill, Dreyfus total exports in the Southern
Cone (in USD) - 2005 to 2011.
Source: SECEX (2013); INDEC (2013); Capeco (2013); COMEX (2013).
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growing demand for the grain. Currently, it is estimated that Bunge, Cargill, ADM and
Dreyfus control 85 percent of the total in natura soy exports in the Southern Cone
(Wesz Jr. 2011; INDEC 2013; Capeco 2013; CIP 2013; COMEX 2013). In fact, this has
been, during recent years, one of the main focuses of the companies, made possible by
some countries’ regulatory frameworks, as it happens in Brazil in Paraguay. This more
attractive situation for in natura exports helps to explain the maintenance, in relative
terms, of the ABCD companies’ control on crushing capacity — which has remained
around 50 percent for the last 10 years — while at the turn of the century, the necessity
for industrial structure control was greater. In sum, in natura exports have gained impor-
tance for transnational companies because, besides reducing fixed capital investments,
they have a growing demand and a favourable regulatory framework.

The participation that Bunge, Cargill, ADM and Dreyfus exercise on the Southern
Cone total export value grew significantly through the years, passing from 6.8 percent in
2006 to 10 percent in 2011. This shows the strong marketing and economic power of the
four transnational companies on the countries analyzed, which occurred rapidly, since
until 1995 they presented a very modest action in the region. Being amongst the first
exporters at the global level, it is evident that these companies not only have sectorial
power (in the soy complex), but they are very important in foreign trade as a whole,
including surplus generation.

Analyzing the Paraguayan case in isolation, the dimension that ABCD has assumed in
this country is overwhelming. In 2006, these four transnational companies were responsible
for 29 percent of the total exports, which was already a high value, but which grew more in
recent years, reaching 47.2 percent in 2012 (CIP 2013). With this, almost half of the
country’s exports are controlled by a small number of multinational firms, who act princi-
pally in the soy market but also in other agricultural markets. The effect of the companies on
economic stability and surplus generation is an important triumph of the companies when
negotiating public investments in agribusinesses’ strategic areas (plots for industrial plant
building, infrastructure for production marketing, tax incentives, etc.). In this sense,
these companies’ economic and productive importance ends up turning the Paraguayan
government into a trading hostage, using the conjuncture to negotiate public resources
which contribute to their profits and their expansion in the grain market.

The main strategies of the ABCD companies in the Southern Cone

The increased control of ABCD companies over soy production in the Southern Cone as
well as the increasing export value reflect the different strategies developed by these com-
panies. In this direction, their consolidation and strengthening are linked to the distinct
initiatives articulated by these actors in their contexts. It is important to notice that it is
about not only a strategy, but several intrinsically articulated instruments that overlap
and significantly reinforce each other.

One of the main strategies of ABCD companies is vertical integration, the main
feature of which is the appropriation of different stages of the chain by only one
company. This means that only one firm will be acting in the several phases of the
productive process in a coordinated way — differing from previous times when that firm
was only involved with one of the processes, such as the crushing or trade of the
commodity. This strategy is linked to increasing investments that Bunge, Cargill, ADM
and Dreyfus have made in different processes of the productive chain, such as the
production and sales of inputs, financing and farm insurance services, technical advisory
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services, purchase of the beans, storage, transportation, industrialization and trade’ (Pierri
2006; Souza 2007; INTA 2009; Rojas Villagra 2009; Oyhantgabal and Narbondo 2011;
Wesz Jr. 2011).

To consolidate the verticalization strategy, the firms purchased large companies in the
fertilization sector, through fusions and acquisitions, such as happened in the crushing
segment. Simultaneously, ABCD firms continue their strong investments in the storage
of soy through the purchase or leasing of warehouses that are usually located near the
main areas of production or distribution. Besides, companies maintain major inversions
in logistics and infrastructure with special attention to the construction and amplification
of ports, waterways and railroads connecting regions that produce soy with the international
market.

In some specific sectors, where ABCD companies do not have a major presence, they
end up cooperating with other companies, as in the branch of seeds and pesticides. This was
the case in partnerships established between Cargill and Monsanto, Bunge and DuPont,
ADM and Syngenta, and Dreyfus and Genética Don Mario (partially purchased by
Dow), among others. This way, with their own companies and partners, they can act on
every segment of the productive chain.

Murphy, Burch, and Clapp (2012) argue that the presence of the same company in
complementary sectors of agricultural production ends up performing a central role in
decisions taken by the producers (what to grow, when, how, what amount and for which
market). Verticalization allows these companies to monitor and participate in all farming
processes, such as costing, providing inputs, capital and information, going through
trade, industrialization and distribution of the production (Souza 2007). This kind of
negotiation ends up making producers very dependent on the agroindustries, because a
single actor becomes the main financial agent, input distributor, technical assistance
agent and buyer of the product. Consequentially, the producer becomes ‘immobilized’
faced with the company’s interests, creating a permanent relationship between them
and preventing more independent actions by the soy producers (Rodrigues et al. 2009).
And the more firm dependent producers become, the less farmer friendly contracts
established with the companies will be, involving differences in interests rates,
inputs’ prices, deadlines for delivery of goods, and the general conditions of the contracts
(Fernandez 2009).

Analyzing the advantages of vertical integration for the ABCD firms, Souza (2007)
points out that one of their motivations in maintaining and expanding this strategy is
linked with financial issues. Gaspari (2004), in his turn, realizes a technological and market-
ing complementarity among the segments up and down the productive chain, which makes
bigger returns through economies of scale and scope. Other operational advantages that
stimulate verticalization are the achievement of synergies in transportation resulting from

“Stimulating these different sectors on a global scale demands large resources. In addition to directing
an important share of profitability in these activities, companies mobilize resources from the financial
market for such aims. This process, which has been called ‘financialization’, happens when private
investment funds, companies of asset management, commercial banks and other financial institutions
invest in futures markets of commodities, farmlands and agricultural production. ABCD firms buy and
sell in the futures market and make use of financial instruments to mobilize resources, manage risks
and increase their profits. For a deep analysis of this process, see Murphy, Burch, and Clapp (2012)
and Salerno (2014).
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guarantees of the return freight (when the vehicle that delivers the fertilizers returns with
grains or industrialized products for exports). Besides, Farina and Zylbersztajn (1998)
argue that companies take advantage of extra profits generated by governmental subsidies
(exemption of taxation, for example).

Therefore, verticalization is one of ways the companies have found to increase their
control over the chain participating in the different stages of the production process, increas-
ing their profit margin, reducing production and transaction costs, minimizing risks and
generating complementarities and synergies among the different sectors (Hendrickson,
James, and Heffernan 2013). Even though this strategy is present in all the Southern
Cone, results can be seen more distinctly in the Brazilian case, where ABCD firms con-
trolled, in 2010, 65 percent of the national fertilizer production, 80 percent of the
funding granted by the tradings for soy cultivation, 50 percent of the oilseed crushing
capacity and 85 percent of the beans traded in the country (through purchase from the pro-
ducers, cooperatives, input resales and minor companies) (Wesz Jr. 2011).

Another relevant strategy is about the production destination. As mentioned above,
being able to unite domestic and international markets is very convenient, as well as the
option of trading in natura and agroindustrialized goods (o0il and soybean meals). These
alternatives allow the increase of the companies’ profitability because they expand their
room for manoeuvre and make options according to the context assessment. In addition
to these possibilities, ABCD firms have diversified their current strategic field, including
the energy sector (Borras Jr., McMichael, and Scoones 2010; Fernandes, Welch, and Gon-
calves 2010). This market’s growth, good future perspectives and the use of soy as the main
feedstock in the production of biodiesel in the Southern Cone are the main conditioning
factors for investments in this activity. Besides, countries have already approved laws
that establish a minimal percentage for the biodiesel and diesel mix (5 percent in Paraguay
and Uruguay, 6 percent in Brazil and 9 percent in Argentina for 2014), guaranteeing a safe
and structured market for the companies. In parallel, other public instruments for firms dedi-
cated to agrofuel production were developed, such as tax-distinction/exemption, reduction
in export rates, better financing conditions and the secured participation in auctions for
sales. In the case of Brazil, these advantages are expanded when family farming is
present in the productive chain (Wilkinson and Herrera 2010). In addition to the economic
advantages the energy production aggregates, the involvement with this market allows the
company to bring closer to its image themes of sustainability, green economy, social
inclusion of family farming, etc. (McMichael 2010). In addition to biodiesel industries
(concentrated in Brazil and Argentina), ABCD companies started investing in sugarcane
ethanol, especially in Brazil (Biodiese]lBR 2013).

In spite of the vertical integration movements, ABCD companies are developing part-
nerships to expand even further their power and market share. Several examples of
cooperation among ABCD can be mentioned, such as the articulation of Bunge, Cargill
and Bunge (in addition to Brazilian Amaggi) in the constitution of a logistics company
intending to participate in Brazil’s railroads concession auctions, in order to build and
operate new lines of distribution of the production (Estaddao 2014). Another partnership
was established between Bunge and Cargill to quadruple the embark capacity of soy and
derivatives in Ilhéus, Bahia (Valor Econdomico 2014). Another example is the joint
venture between Bunge and Dreyfus in Paraguay; the companies united to build an agroin-
dustry for processing soy in Villeta, with processing capacity of 3000 tons per day (Bunge
2010).
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These partnerships are being established with large national companies, such as the
joint venture between Dreyfus and Amaggi® to act with soy in some Brazilian states
(Bahia, Maranhao, Piauf and Tocantins). In parallel, they are partners in the Terminal de
Graos do Maranhdo (Tegram), in Itaqui Port (Brazil). Bunge and Amaggi, in addition to
being partners in the project of the Terminal Graneleiro de Graos (TGG) in Santos/Sao
Paulo, signed a contract in 2003 that allows Amaggi to rent a share of its capacity at the
Itacoatiara/Amazonas port to Bunge, enabling the transnational to distribute its products
in Northern Brazil. By the end of 2013, both companies had released a new joint venture
(Navegacodes Unidas Tapajés Ltda. — Unitapajds) that will be responsible for the distri-
bution of grains from Mato Grosso by the waterway Tapajos-Amazonas up to Santarém/
Pard (Valor Econdmico 2014). In Argentina such partnerships are also happening, such
as the union between Bunge and Aceitera General Deheza® in the construction of a corn-
based ethanol plant (Bunge 2012). In Uruguay, Cargill and national Cereoil'® formed a
joint venture, becoming Crop Uruguay SA (Menéndez and Gulla 2013).

These partnerships among transnational and national leader companies show a shift in
the relationship among firms: since the middle 2000s the former acquired or merged with
the latter, and currently there are cooperation strategies (such as joint ventures). These
examples show that in spite of ‘disputing’ the same market, some strategies of common
interest end up being implemented collectively, expanding the large corporations’ power
in the face of the producers and minor companies. As the president of Amaggi Group
stated in the journal Valor Econémico (2014), ‘nowadays we are more ready to establish
partnerships. In spite of being a family company, we have learned to deal with the
competition’.

On the local level, these partnerships become even more evident. With this market
strongly concentrated in a reduced number of firms, this situation enables cooperative
relations among the different leader tradings. During field research in Mato Grosso
(Brazil), it was possible to see that the exchange of information among the managers of
different companies is very frequent and aims at mapping the amount produced in the
domain of the companies, the individual demand of firms and the contracts each one of
them has established with the producers. In this way, they build a framework with the avail-
able amount and its demand. Even though it was not possible to investigate this theme
further, there are indications that these companies ‘fraction’ among themselves the local
production based on the specific necessity of each one of them to achieve their goals, avoid-
ing an increase in the product’s regional price.

Besides, each firm has a register of the economic situation of the farmer (debts, payment
conditions, creditors, regularity of loan payments, financial situation, real guarantees, etc.).
This register is circulated among the companies. The negotiation with the producers only

8The Amaggi Group is a Brazilian company that started its activities in Parand in 1977. Today it is the
main firm with national capital in the soy market. The group is involved in different stages of the pro-
ductive chain: agriculture (it planted 225,000 hectares for the 2012/2013 harvest), seed production,
fertilizer distribution, crushing, trade, water transport and energy production. In addition to Brazil,
it acts in Argentina, Paraguay, Switzerland, the Netherlands and Norway (Amaggi 2014). Blairo
Maggi, the group’s founder’s son, was the governor of Mato Grosso state between 2013 and 2010,
and was later elected senator.

?Aceitera General Deheza (AGD), created in Argentina in 1948, has industries for the production of
oil, soybean meal and biodiesel, and also warehouses and port terminals aimed at exporting (AGD
2014).

19Cereoil was started in Uruguay by the 2000s, and its main business activities are the purchase of
cereal and its exportation (Menéndez and Gulla 2013).
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happens after they map the producer’s background and other available information, as will
be shown in the next section. There is also a blacklist that circulates among the firms’ local
managers, in which they track the farmers considered ‘problematic’ — that is, ‘those that did
not meet the contracts with tradings, diverting the production, questioning contracts, etc.’
(Fernandez 2009, 88).

As the regional manager of a large transnational company stated, ‘the producer thinks
we are enemies that also buy grain. But no. [ ... ] We help ourselves so that we don’t fall
with a problematic producer’. Another manager stated: ‘what doesn’t fit me, doesn’t fit my
competitor either’. To broaden relations among the ABCD firms’ employees in the muni-
cipalities, they organize ‘soccer games only with the companies that buy soy and corn,
without [the presence of] the producer and the [input] salesmen’. The statements make
clear the different local initiatives of cooperation and partnerships that are developed
among the tradings so that the price of the product they purchase does not increase, as
well as protecting themselves from ‘dishonest’ strategies of the rural producers.

Neil Fligstein (1996, 2001), based on a political-instrumental perspective, states that in
order to reduce the risk of competition for prices, actors use integration and diversification.
Integration can be vertical (mergers with buyers or suppliers) or horizontal (fusion with
competitor firms). It provides control of the market by a reduced number of companies
and it eliminates a meaningful share of the threat of price decrease. Diversification, in its
turn, seeks to minimize the dependency from a single product, expanding their means
for survival. As highlighted earlier, these movements have occurred intensely during the
last 20 years through vertical and horizontal integration of the soy market, and the firms
have diversified their products (in natura, soybean meal, oil for human meals, biodiesel,
etc.) and their destination (domestic market and exports).

Another important way to reduce the risk of competition by prices, argued by Fligstein
(1996, 2001), is through cooperation among competitor companies, in such a way that they
share markets. This presupposition breaks with the perspective of anonymous actors and
indicates that stability can only be reached if they consider one another, understanding
each other’s goals, interests and values. The author denominates this strategy ‘non-competi-
tive forms of competition’, considering that the major companies defend this position, most
of the time, with collective and cooperated strategies — as could be seen in the partnerships
among tradings. In this sense, ABCD firms try to create stable worlds through social sol-
utions for competition.

To broaden even further their control over the cereal trade, ABCD firms search to influ-
ence and control the agrofood sector regulatory framework. According to Murphy, Burch,
and Clapp (2012), companies do this via different channels, with direct pressure over gov-
ernments (putting senior employees in high positions with an elevated degree of decision-
taking, and/or employing those people to lobby for them). Besides, the companies are part
of the Round Table on Responsible Soy Association (RTRS) that was started in 2004, and
was intended to be a global platform composed of the main interested parties in the soy
value chain. In it, ADM, Bunge, Cargill and Dreyfus try to lay down private rules and
norms for soy (Wilkinson 2011). As in the case of biofuels, firms use their participation
in RTRS to link their image with good farming practices, better work conditions, environ-
mental responsibility, etc. Because it is an arena that also aggregates civil society and rural
producers, they also try to show their predisposition to discuss strategic themes with other
actors involved with and impacted by soy.

In sum, ADM, Bunge, Cargill and Dreyfus seek to control farming produce, prices,
trade, logistics, financial inputs and regulatory framework as much as they can, defending
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themselves against future uncertainties. Beyond the already mentioned strategies, access to
inside information results in an important asset. The fact that these firms control a large
share of the world trade guarantees access to data they need (offers, demands, risks, etc.)
while they promote a regulatory framework that benefits their business. It is important to
highlight that when there is privileged knowledge about future situations, price volatility
ends up being positive for companies that have access to that information (Murphy,
Burch, and Clapp 2012).

Finally, it is important to highlight that most of the ABCD companies’ strategies are
exclusive to neither the Southern Cone nor the soy productive chain. On the contrary,
they refer to initiatives and actions that are present in the different countries and sectors
in which ADM, Bunge, Cargill and Dreyfus are involved.

In the next section, the insertion and performance of these firms in the local space is
discussed, understanding that some processes can only be perceived, diagnosed and proble-
matized in this field of analysis (Raynolds 2014). As such, it is approached by studying the
way that the trade relations are constructed and maintained among ABCD companies and
rural producers. This debates seeks to understand how global practices are adapted at differ-
ent scales, forming hybrid organizations.

Trade relations among ABCD companies and rural producers

As could be seen above, a large part of the strategies developed by ABCD companies are
similar. During field research in Mato Grosso, the companies themselves recognized that
‘the credit policy is the same, the interest rate is the same and the soy price changes
little, sometimes is higher, sometimes other companies’ are higher. [ ... ] Everything is
very similar, not many things change’. This similarity between the companies’ actions
(added to the fact that soy is a commodity, has a reduced differentiation in its products
and presents an internationally standardized price) raises a question: what makes a rural
producer choose between one or another company when he sells his soy, for example?

The vertical integration, commented on in the previous section, ends up being decisive
in this choice because it is an alternative that the company constructs and that aims, among
other goals, at reducing the options for rural producers, making them depend on a single
firm to keep a continuous relationship between them and not enabling more independent
actions by the soy producers. In spite of this, vertical integration does not eliminate
options for the producers, especially at the beginning of a new harvest.

For some authors (Paes Leme and Zylbersztajn 2008; Mazzoleni and Medeiros 2011;
Monteiro et al. 2012, among others), closer to the transaction costs economics, the producer
selects the firm basically by the price and by the conditions and terms of the contract
(payment forms, deadlines, guarantees, etc.). However other studies have pointed that
the relations built among different actors in the commodities market are much more
complex and include, in addition to legal and economic elements, social, cultural, political,
historic and spatial aspects (Smith 1985; Adams 2010; Hoelle 2012; Ofstehage 2013). In
the interviews with soy producers the following question was asked: Why do you deal
with company X? The answers were multiple. Most of the time, they didn’t cite price
and terms of the contract as the main motivation, or when these came up initially they
were accompanied by other variables.

Among these variables, trust came up in all of the interviews, and the necessity for it
was justified in the face of a previous context marked by several problems (not meeting pre-
vious agreements, default risks, etc.). According to a trading manager,
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At many times, when we trust the producer, some three days before the distribution I pay 100%
of the production. When it’s near the distribution and he needs some money, you can pay and
send the money straight to his account. But what about the guarantee? ‘E no bigode’ [a local
expression meaning that he trusts his/her word], you only call to deposit, write a promissory
note, and that’s it. [ ... ] It took the document [formal contract] four month to be ready, but
the producer already had his money.

It is a consensus, however, that the appearance of legal instruments (contracts) has also
brought more stability to the relationship between suppliers and clients. Still, there are
transactions of an elevated financial value that are not made without the use of contracts,
and there are actors who do not deal with some specific people or companies even with
the whole contract apparatus is formalized. In this sense, it takes more than a contract to
implement the deal, and trust and mutual creditability relations are always considered
and appreciated by both parties. As Weber (1978 [1922]) stated, the importance of legal
rules (contracts) when conducting economic transactions must not be exaggerated
because sometimes it has less strength than social convention and moral rules. Therefore,
the relationship between producers and companies is not limited by a written legality,
occurring as a kind of interplay of mutual obligations based on trust between producers
and certain company directors.

In spite of the trust in the company, the main locus of creditability is the figure of the
manager, the technicians and the salesmen. Even though these employees have to know and
obey the firm’s conditions, they have some room for manoeuvre. Specific actions escape the
normativity of the companies, creating informal rules that, rather than following the
bureaucracy, adopt alternative paths through which oral compromises gain much impor-
tance because it is personalized trust relation in which the guarantee of someone ‘giving
their word’ reinforces the credibility of the involved parties (Almeida 2013). In sum, it is
about direct relationships based on personal/social guarantee (or, as an interviewed
manager said, ‘¢ no bigode’).

This trust relation, in some moments, ends up becoming a friendship because the
company representatives build strategies to be closer to the farmers and to create a
certain link, through fishing activities, cards and soccer games, field days, home visits,
etc. According to Almeida (2013), salespeople are conscious that their personal behaviour
results in business dividends, and they spare no effort in visiting their clients. Besides, the
managers frequently visit technical commercial events as well as commemorative parties of
the city’s anniversary. They also participate in parties held in rural communities, donating
resources for the promotion of events.

Boundaries between business and friendship are very sinuous in the relationships
among producers and companies. But, in addition to friendships, family links gain impor-
tance because some negotiations occur due to some relative who works in the company.
This makes part of the purchases or sales occur through the firm.

Besides, there is a kind of reciprocity logic among soy farmers and companies/man-
agers/technicians. For a transnational company representative, ‘there are many producers
that keep the same company because it helped him or her in a difficult time, some
moment of crisis’. The company, in its turn, values loyal producers, showing recognition
and respect in this commercial relation. These elements, commonly called ‘help’, are
very valued by both parties. But as soon as the producer stops selling his produce to the
company, this creates resentment. In this sense, there is moral compromise and loyalty
that must be cultivated during the years.
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In this way, the history of the relationship is an important element in negotiations. In
some cases, the sale of soy, for example, is immersed in a context of continuous interaction
between producer and company, because frequently this relationship has lasted more than
30 years (it occurred via some national company, acquired by ADM, Bunge, Cargill or
Dreyfus, but one that maintained the same manager who made relationships last for
decades). It is interesting that this link is maintained even when some producers move
from their region, and it also transcends generations: ‘there are producers whose father
we worked with in Parand and when they came to Mato Grosso they kept selling to us’.
These are links that are built and maintained during the years in spite of time and spatial
shifts.

It also seemed fundamental for some producers that companies, managers and/or tech-
nicians value transparency (clarity in the business deals of the companies) and honesty
(meeting pre-established agreements, independently of the institutionalization of the con-
tract). The conditions of the service are also important, where the company needs to under-
stand the features of each producer and his or her preferences and priorities to create a
personalized relationship. Still related to the service conditions, producers cited ease and
convenience as elements they consider relevant to define who to deal with, especially
due to obtained benefits (less bureaucracy in access to funding), transaction simplification
(verbally defined agreements with contract signature only occurring later on) and the possi-
bility of getting more financial returns (better prices when a large volume of production is
delivered).

The status that a certain relationship offers is also an important aspect in soy farmers
choosing a firm. This can be seen when some companies give a prize for their ‘best
clients’ (for their productivity, respect for the companies’ norms, purchase of total
amounts of inputs from the same firm, etc.) with a trip (frequently to the United States
so that they can visit a region known for soy production) or with some hobby activities
(in Mato Grosso, they are generally fishing activities). In this context, to receive a ‘prize’
aggregates a distinction in face of producers ‘who were not selected for it’. In this sense,
these are activities that give prestige to chosen farmers.

ABCD companies were also asked about the presence of a soy farmer profile that is
more suitable to deal with and the criteria for selecting them (especially in the case of
funding and early sale of products and services, the more risky transactions''). The
mains aspects that came up in the interviews related to the economic situation of the pro-
ducer, presence of machinery and land property (the size of the area must meet the
volume of resources involved in the transaction). These dimensions are analyzed so that
companies are secured when there is a problem in the relationship, having real guarantees.
Soil and climate conditions are also checked, prioritizing flat, fertile areas with a good rate
of rainfall because these features interfere in the development of the farm activity. Compa-
nies are also concerned with the background of the producer as regards the payment of
debts, meeting contracts, etc. Besides, negotiations are built and assessed based on trust
and reciprocity relations, the history of the relationship with the client, and their moral be-
haviour (honesty, loyalty, seriousness, etc.). In all interviews, the claim ‘we don’t deal with
people we don’t know’ was unanimous.

In spite of soy being characterized as a standardized market (commodity), with an inter-
nationally established price, based on a global trade, dominated by transnational companies

""Obviously when the negotiation is specific as with prompt payment, the criteria do not gain rel-
evance. However, most transactions do not occur this way currently.
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and meaningful participation of large rural producers, this does not mean that this market is
protected from local dynamics and immune to the influence and interference of social, his-
torical, political and cultural issues. As several authors have pointed out (Gudynas 2008;
Adams 2010; Peine 2010; Hoelle 2012), the soy market is not unrelated to social relations,
cultural meanings, and ethical and moral values. Ofstehage (2013), analyzing the pro-
duction of this grain by North American producers in Brazil, also highlights the importance
of values, practices and social relations in the intensive, technified and financialized con-
temporary agriculture.'?

The fact that the ABCD transnational corporations are linked with global strategies of
their head offices, acting in different countries to maximize their final profitability, does not
entail a complete disembeddedness of their actions. On the contrary, so that higher financial
returns and incomes may be achieved, it is fundamental for these companies to be on a local
basis through their affiliates. This presence occurs in different manners, from the physical
presence (storage, silos, logistic structure, etc.) up to the employment of workers who are
known in the regions and who have a large network of contacts, giving the company a good
reputation. Not less important is the participation of technicians and managers in fairs,
parties, balls, etc. In sum, the transnational firms themselves need to act locally to feed
their high degree of insertion in global markets. The power of the large companies is, pre-
cisely, in articulating their strategies of accumulation in different scales, something that is
difficult to achieve for small firms acting only at local and province levels.

This discussion brings us to the debate of ‘hybrid organizations’,'? that has as one of its
main focuses the understanding of how the transnational companies’ global practices are
mixed, modified and adapted, and gain new meanings when interactions between actors
and the contexts present in different scales occur (Shimoni 2008). In this sense, this litera-
ture covers the governance models used by the companies and how specific patterns and
norms, when implemented and disseminated, are influenced by the local reality composing
hybrid forms (Wood Jr. 2010). Therefore, this framework searches to understand precisely
this ‘adjustment’ of companies, especially the transnational ones, in activities, regions and
cultures that are far from their local origin, implying, almost invariably, the adaptation of
forms of governance (Brandsen, Karre, and Helderman 2009; Islam 2012).

The analysis of the ‘adjustment’ and ‘immersion’ of the transnational companies in the
social local basis is interesting precisely because it shows contexts and situations that are
very specific, creating norms and strategies in determined regions. An example of this is
the criteria established by the ABCD companies for producers to access credit or to
early-purchase inputs (when the deadline for payment is during the harvest). In a general
way, companies have prerequisites that are similar in the different countries where they
are located, and these are based, almost invariably, in tangible assets: the economic situ-
ation of the producer, presence of machinery, land property, etc.

However, a large number of local managers end up aggregating new criteria and they
start selecting their clients based on local reputation, so that they avoid market relations
with an eventual ‘problematic client’. In the case of Mato Grosso, criteria that boost the

'2This relation of interdependency between economic actions and other dimensions of society is close
to discussions brought by classic authors in sociology (Weber 1978 [1922]; Durkheim 2014 [1893]),
and by those from the new economic sociology (Granovetter 1985; Zelizer 1997; Fligstein 2001,
among others).

3In the agrarian theme, the debate around hybrid livelihoods has gained attention focused especially
on the relation of producers and rural families with the urban space, labour market, and global capital
logics (Fairbairn et al. 2014; Hecht 2014; Toit and Neves 2014).
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‘good client’ label were linked with the fact that he or she comes from a known family (as
an interviewed person stated ‘seriousness and honesty come from the cradle’); comes from
the South of the country (which supposes some knowledge about market and production
techniques); is loyal to deadlines, agreements and a single firm (not shifting to other com-
panies frequently); is not involved in fights and problems in the community; participates in
local events; and does not engage in morally reprehensible procedures, from financial
investments (such as building a house before paying the creditors) to having addictions, etc.

For the ABCD firms’ local representatives, the partial meeting of the requirements, as
well as the trust relations among the involved parties, allows the establishment of verbal
contracts (that are later ‘legalized’ to meet the demands imposed by the company’s head
office). In this sense, perceptions, values, qualifications and reputations based on multiple
components are reflected in the way that business is held, carried out, and maintained on a
local basis. And, more than rules, standards and concepts defined by the companies, these
are the technicians’, managers’ and salespeople’s perceptions and viewpoints in each
region. The fact that the ABCD transnational companies are in dialogue with the values
present in local social structures and with the daily practices of their clients points to the
hybridity of these firms, whose negotiations are built in accordance with the social and cul-
tural relations specific to each context.

Final comments

The results of this research show how quickly and intensely ADM, Bunge, Cargill and
Dreyfus expanded throughout Brazil, Argentina, Paraguay and Uruguay. While at the
beginning of the 1990s these four companies still had a small share in the south American
market, they are currently the main firms, dominating around 50 percent of the four
countries’ installed crushing capacity and 85 percent of the soybean exportation (and 10
percent of the value of total exports in the Southern Cone). In the export sector, although
processed products (oil and meal) are marketed, their major power is in grain sales, of
which they control around 85 percent of the total. In addition, they account for 10
percent of the Southern Cone total sports. These numbers show the rapid and intense dena-
tionalization process of the firms in the soy productive chain, as well as the level of market
internationalization and business concentration.

Through the last two decades, there has been a rapid and intense reconfiguration in
soy agribusinesses, which reached a magnitude, proportion and dimension unknown in
the last stages of the chain on the Southern Cone. In this scenario, Bunge, Cargill, ADM
and Dreyfus became the four major grain crushers, besides acting in input production
and sales, financial offers, technical advice, grain purchase, storage, industrialization,
exports and domestic market sales. The proportion assumed by the companies of the
different segments of the productive process suggests the constitution of a ‘chain oligo-
poly’ — that is, a small group of firms’ control over a set of consecutive stages in the
same sector (soy complex). To sustain and make moves in this ‘oligopoly in chain’
on a global scale, they have appealed to resources in the financial market. Another strat-
egy that draws attention is the initiatives of partnerships among the ABCD firms, in
addition to the cooperation with leader national companies. Another line of action is
the agrofood sector regulatory framework, which they try to influence and control in
different ways.

In sum, these are firms with a global presence, whose productive processes are interna-
tionalized, and whose organization is structured in corporations or conglomerates around
the world. In spite of this, this work sought to show the centrality that local scale performs
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(and shall continue to perform) in ABCD companies’ strategies, because it is where the
relation between firms and producers (especially via technicians and managers) is built,
maintained and feedbacked. In this space, in addition to the price and terms of the contract,
the soy market is based on structures of regular interaction supported by trust, reciprocity,
family links, friendship, loyalty and mutual compromise — even because, in the case of
Mato Grosso, since there are small municipalities, this is an activity that has great visibility
and ‘everybody knows everybody’.

In spite of the movements of globalization, financialization and foreignization of the
agrofood commodities markets, local space remains a strategic locus for the functioning
of these economic activities. Besides, this study shows that all transnational power of the
ABCD companies, which seems to be so abstract and intimidating when seen in global
scale, depends, in its basis, on the formation, maintenance and exploration of a relation
of proximity, trust and reciprocity with local actors (especially rural producers), going
through family and friendship links.

With the current sectorial context — characterized by the increase in Southern Cone soy
production, a growing international demand and a price higher than the historical average —
it is most likely that the ABCD companies’ power remains strong, and is even intensified
with the processes of market internationalization, business concentration and firms’ dena-
tionalization in the soy productive chain.

Despite the ABCD supremacy, some nationally owned firms have maintained and, in
smaller numbers, have expanded their business, appearing amongst the main companies
in the soy complex. This is the case for: (1) Aceitera General Deheza (AGD), Molinos
Rio de la Plata and Vicentin in Argentina, which owns 22.7 percent of the crushing capacity
and is responsible for more than 30 percent of oil and meal exports (Hinrichsen 2013;
MAGyP 2013); (2) Barranca Erro and Cereoil in Uruguay, which in the last few years
has controlled around 30 percent of the soy exports (COMEX 2013); (3) Amaggi and, to
a lesser extent, Caramuru and Imcopa in Brazil, which own 10 percent of the soy-crushing
capacity (Abiove 2014). The only exception happens in Paraguay, where the soy complex is
dominated by the leader transnational companies and by Brazilian and Argentinean groups
(Rojas Villagra 2009). However, as this paper highlighted, the presence of important
national capital firms does not mean, necessarily, a free competition with ABCD companies
for the same market, because the construction of cooperated initiatives in specific sectors
and regions ends up limiting the entrance or growth of other companies.

Despite this, there is a growth of Asian investments in the last links of the soy chain —
although these have not reached the current ABCD level in the Southern Cone (Oliveira and
Schneider 2014). The Chinese state company Cofco, which since the beginning of 2014 has
had a majority control of Noble and Nidera, is expanding in the four analyzed countries,
especially in Argentina, where the sum of the values of these two companies corresponds
to 10.7 percent of the installed crushing capacity, and an important part of the exports (10
percent of meal, 13 percent of oil and 15 percent of grain) INDEC 2013; CIARA 2014). At
the same time, there was an entry of Japanese trading to the sector, mainly in Brazil, such as
Marubeni (through Gavilon), Sojitz (through CGG Trading and Cantagalo), Mitsui
(through Multigrain) and Mitsubishi (through Ceagro and Sollus), which perform in the
last links as well as in agricultural production, controlling more than 300,00 hectares of
arable land (Valor Econdmico 2014).

Another novelty is the capitalization of soy producers in the last few years, stimulated
by the meaningful increase in the farm commodities price and by the financialization of
agribusiness activities. This enabled some producers to invest and act more and more in
activities out of the farm, such as the production and/or sale of inputs, storage, processing,
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trade, funding, etc. (Gudynas 2008; Deininger, Nizalov, and Singh 2013; Wilkinson and
Pereira 2014). This applies to large groups of producers, as in the case of El Tejar, Los
Grobos, Adecoagro, MSU and Cresud that controlled more than 2.5 million hectares in
Brazil, Argentina, Paraguay, Bolivia and Uruguay, whose largest share of areas was des-
tined for soy cultivation (Wesz Jr. 2014). These groups, because they mobilize a large
volume of production, export directly through their own companies, not passing through
ABCD (Guibert et al. 2011; Gras and Herndndez 2013). In Mato Grosso, this strategy
has also grown with the major rural producers’ cooperatives that sell their produce to
Asian buyers directly, even undertaking the logistic and transportation responsibility. In
this sense, a process of verticalization of agriculture actors is evident, since they are search-
ing to broaden their power and create more independence from the tradings, undertaking
functions that were dominated almost exclusively by ABCD.

Finally, it is important to highlight that, even though this was not the focus in this work,
different themes (food distribution, access to land, natural resources degradation, climate
change, work conditions, environmental laws, agriculture price volatility, maintenance of
family farming in the rural milieu, etc.) are directly affected by the distinct activities and
strategies of the ABCD firms. In this sense, when thinking of rural development and
food sovereignty, it is fundamental to bring to the debate the functioning of the current agro-
food system, where ADM, Bunge, Cargill and Dreyfus play a central role.
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