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Abstract:

Agricultural cooperatives are an important tool for the survival of rural areas, competing against current trends in
business concentration and maintaining social cohesion. This article analyses the competitive strategies adopted by a
Spanish rice cooperative. The analysis is based on in-depth interviews with farmers, directives and public information
related to the sector and the cooperative. The brand strategy, differentiation and diversification in products related to
rice, have been the most significant variables. The key factor has been the acquisition of a relevant brand in the market.
The system of participatory governance adopted and the leadership of the Board have also been relevant.
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1. Introduction

Agricultural cooperatives tray to reduce the volatility of agricultural prices, the uncertainty of farm incomes and
to correct market failures (Cook, 2005; Novkovic, 2008; Valentinov and lIliopoulus, 2012). However, because of
globalization and economic recessions, in recent decades the agriculture food sector has experienced an extensive
transformation; the concentration of companies and vertical integration have caused instability in traditional agricultural
cooperatives (Fulton and Hueth, 2009). This critical process has caused cooperatives to fail as social organizations, or has
led to their modernization and restructuring (Chaddad and Cook, 2004; Hohler and Kiihl, 2014). Researchers consider that
the management strategies adopted are the key to success, being essential for the achievement of an optimal economic:
innovation, brand image, product diversification and internationalization. They have also underlined the attributes of
cooperative model as significative elements with regard to cohesion and social harmonization in rural areas (Novkovic,
2008, Kalogeras et al., 2013).

This article studies the response of cooperatives to the recent economic changes, in order to understand the
viability of this type of company. We focus our attention on an empirical case, the rice cooperative “Arrossaires del Delta
de I'Ebre”, sited in a rural area of Catalonia (Spain). We study the governance system, marketing orientation and their
effects on performance and the evolution of the cooperative. The article is organised as follows: the first section introduces
the main theoretical aspects related to the empirical analysis. The second section describes the methodology used. The
final sections introduce the cooperative empirical background, the results and conclusions. Finally, we would want to
mention that our findings point to "branding image/participative governance " as a most successful factors adopted by the
cooperative.

2. Theoretical Background: Cooperative Model, Efficiency Problems and Main Restructuring Lines

Cooperatives are organizations managed under the principle of collective ownership and the democratic control
of members, as well as the tracking of adherence to common values and cooperative principles (Novkovic, 2008;
Oczkowski et al., 2013). Their strength is based on the existence of common interests, the joint interests of the members
in pursuing the objectives of the cooperative (economic, social and environmental) and in the steadfastness of the
established relationships (objectives and commitments, relations among members, and interaction among members and
the Management Board).

However, the economic literature attributes difficulties, inefficiencies and lack of incentives mainly associated to
the ambiguous configuration of property rights and/or the lack of effective organization (Vitaliano, 1983; Cook, 1995;
Nilsson, 2001; Chaad and Cook, 2004; Arcas et al., 2011; lliopouos and Cook, 2013, amongst others).

2.1. Efficiency Problems
2.1.1. Inefficiencies Associated to Property Rights

Some inefficiencies are associated with the common property inherent in a cooperative model (Cook, 1995;
Nilsson et al., 2012; Hendrikse and Feng, 2013; Grashuis and Su, 2018). The authors refer to transmission difficulties and
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the valuation of members’ contributions. Their effects generate restrictions or disincentives to investment. In this sense,
the following items should be highlighted:

e The free rider problem. it refers to the lack of incentive on the part of the founding members due to the perception
of the existence of comparative injustice. The problem appears when the contribution of new members does not
reflect the equity revaluation that was generated initially. In this case, the new members would benefit from
economic rights that they wouldn’t have generated (Vitaliano, 1983; Cook, 1995; Arcas et al., 2011). In addition,
farmers who are not members of the cooperative can also benefit from positive externalities generated by the
cooperative, such as the increase in agricultural prices due to the greater bargaining power in the sector
(lliopoulos and Cook, 2013).

e The horizon problem. it refers to the different incentives with regard to the members according to their
expectations of productive life. That is, the problem arises when a member has an expectation of net return
generated by an asset that is shorter than the productive life of that asset. This problem usually leads to
investment restrictions in terms of assets with a long maturing process. Investment in intangible assets, such as a
brand's image, is a clear example (Porter and Scully, 1987; Cook, 1995; Arcas et al., 2011).

e The portfolio problem. it is related to divergences that arise as a result of the coexistence of several investment
alternatives and different attitude and risk profiles. The problem stems from the lack of transferability of residual
claims, which prevents members from adjusting their asset portfolio. In this situation, members most adverse to
risk try to impose their preferences when making investments, although this implies a reduction in the expected
returns. (Fulton and Hueth, 2009; Arcas et al., 2011, Iliopoulos and Cook, 2013).

2.1.2. Cooperative Organisation Inefficiencies

These problems are related to the Agency Theory frame (Cook, 1995). They refer to difficulties that may appear
when management is done by professionals, and control and decision making simply relates to monitoring these
managers. The conflict appears due to a potential divergence of interests between the board of directors and the manager
(agent) (Hansman, 1996; Cook, 1995; Nilsson; 2001). In the case of heterogeneous groups or asymmetric information, this
situation could be particularly problematic because making decisions to benefit the interests of specific lobbyists can cause
a risk, deterioration of trust and participation (Borgen, 2004).

Nevertheless, some authors underline the point of view that an exclusive reference to economic rationality
overlooks the qualities and values of the cooperative movement, as well as its democratic organisation principles (Spear,
2000; Borgen, 2001, 2004; Mooney, 2004; Valentinov, 2004; Novkovic, 2008; Obterberng and Nilsson, 2009; Arcas et al.,
2011, amongst others). Besides, the contribution of cooperatives as instrument of social cohesion and dissuasion of
opportunists and discouraging conduct is emphasised. Consequently, both aspects should be considered in the analysis.

2.2. Change Processes in the Cooperative Model: Main Restructuration Lines

Global markets and technological change have conditioned the evolution and the results of agricultural
cooperatives, shaping their structural relationships and generating undesired effects. Sometimes, it has entailed greater
diversity of members’ interests, and a possible limitation of long-term agreements. In other cases, the cooperative
trajectory has consolidated power structures and non-transparent decision making, challenging their democratic
character and trust. All this makes governance more difficult in terms of conditioning the running of the cooperative
model. In these circumstances, cooperative bankruptcies, cooperative conversion to firms owned by investors (IOF) or
significant restructurings (new strategies, new alliances or new capitalization processes) have been observed (Chaddad
and Cook, 2004, Fulton and Hueth, 2009; Bijman et al., 2012; Feng and Hendrikse, 2012).

New strategies have been proposed to achieve cooperative survival by several researchers. We highlight the main key
elements:

e Innovation in capital. This points to a restructuring process aimed at improving the growth of cooperatives
through a capital increase. New investment can range from non-member funds to the adoption of hybrid
ownership structures (holding groups, transferable or negotiable delivery rights, etc.), but control is in the hands
of members (Van Bekkum and Bijman, 2006; Chaddad and Cook; 2004; Chaddad and Iliopoulos, 2013).

e Mergers and acquisitions of cooperatives at the local, regional or international level, in the same phase or in
several phases of the food chain. This may be an attempt to counter competition from large transnational
corporations and to take advantage of economies of scale and economies of scope (Van der Krogt et al, 2007;
Melia et al., 2010).

e Internationalization, strategic alliances or new market orientation (brand orientation and related and unrelated
diversification). These proposals respond to the need for finding new markets, reducing operating costs,
improving power positions, and diversifying the geographic risk of the activities engaged in by the cooperative
(Donoso et al., 2003, Guillouzo and Ruffo, 2005)

Some authors also highlight the influence of the governance structure of cooperatives on the adopted strategy,
and on financial results (Oijen and Hendrikse, 2002; Bijman and lliopoulos, 2014).

The adoption of any of these alternatives does not exclude other proposals. Researches show that strategic
changes have often occurred in several directions simultaneously (Bijman et al., 2013; Julia et al., 2013). The process has
often involved a new market orientation, international expansion and additional investment. Such restructuring has also
led to significant changes in cooperative governance structures and traditional ownership patterns (Bijman, Hendrikse
and Oijen, 2013) and new organizational models.
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3. Methodology

Different collection and information techniques have been used to analyse the case study. Firstly, quantitative and
qualitative approaches with regard to the rice sector were carried out to contextualize the case study.
Secondly, by focusing on a specific cooperative (Arrossaries), we review the documentary information provided by the
company itself: the cooperative's bylaws, the annual reports, the minutes of the Assemblies and governance processes. A
qualitative study based on twenty in-depth interviews with relevant agents who were involved in the cooperative
competitive strategies was subsequently started. These interviews were done in two steps: January 2015 and September
2018. The selection of agents was released in an attempt to include all possible voices. Among the people interviewed
there were the Cooperative President, the Financial Director, the Human Resources Director, two farmers members of the
Board Team and fifteen producer farmers. A semi-structured script allowed the creation of open dialogue spaces, making it
possible that the people interviewed could contribute and exchange their knowledge, impressions and valuations about
the situation of the cooperative and the objectives of the investigation. All the interviews were recorded and edited. All the
information was analysed after the identification of three key topics: governance, competitive strategies, and performance.
Internal governance was measured through responses to the governance topic (structure of ownership rights, member’s
attachment, management organization, mechanisms for taking decisions, and governance members' perceptions).
Competitive strategies were measured through responses about the brand orientation adopted, capital restructuring
changes and members' strategy perceptions. Finally, performance was assessed using economic information about the
changes realized from 2012 to 2019, in terms of market share, exports and prices paid to members.

4. The Research Framework

The main characteristics of Spanish agricultural cooperatives are a strong commitment on the part of their
members, their products, and a deep connection with the rural environment. Cooperatives have always had an influence
on the process of establishing agricultural prices and maintaining agricultural incomes. Currently, they make up 60% of
the final agricultural production and 30% of the total turnover of the Spanish food industry. However, on average, they are
small, with 72% of them having a turnover of less than 5 million euros, with an average size below that of the rest of
Europe (6.7 million euros compared with 7.5 million euros). The rice cooperatives produce almost 60% of the rice raw
material. However, their market share of the final product is much lower, representing a little more than 15% of the
process of husking, blanching and packaging (Observatorio Socioeconémico del Cooperativismo Agrario Espafiol, 2018).
Arrossaires del Delta del Ebro is a cooperative situated in a rural area of wetlands in the northeast of Spain, with a great
economic influence on the sustainability of the socioeconomic conditions of the area. In fact, in this area, rice represents
more than 80% of the usable agricultural area, which makes up about 75% of the total agricultural production in the
territory (Idescat, 2018). There are 2,591 rice farms, more than 90% of which are involved in part-time agriculture
(Bartual, 2002).

The Delta del Ebro rice sector produces an annual average of 135,000 tons, 15% of Spanish rice production, with a
value of more than 60 million euros and is a strategic component in the territory. Cooperatives, which account for most of
the production and sales, play a crucial role in the competitiveness and survival of the sector. Currently, two large
cooperatives (Arrossaires del Delta del Ebro and Camara Arrossera de Amposta), with more than 7,500 members, control
more than 65% of the production of paddy rice (Federacion de Cooperativas Agricolas de Catalufia, 2018).

5. Empirical Findings
Once the framework of the study is established, our findings are presented in terms of three key issues: brand
orientation, governance and capital innovation.

5.1. Background

Nowadays, rice consumers demand traceability, more variety and better quality. The distribution market has
experienced a deep concentration process that has reinforced its oligopolistic structure; distribution brands (DB) have
increased their market power. Consequently, in 2011, the four main rice producers accounted for more than 80% of the
total sales figures. Distribution brands account for more than 65% of gross sales and 55% of total value (Sanchez, 2012). In
addition, the sector faces an uncertain economic environment because of the reform of the Community Agricultural Policy,
the gradual increase in rice imports from countries that enjoy preferential agreements with the EU, mainly EBA and ACP
countries at lower prices.

The key moment was 2011, when Ebro Food acquired the SOS rice company, because Ebro Food reinforced its
concentration in the market with five brands (Nomen, La Fallera, la Cigala, Brillante, and SOS) and more than 37% market
share (see Table 2). This multinational company provided the four main brands of rice, with a market share close to 40%
in total value and more than 70% in terms of brand segment (Sanchez, 2014). For this reason, the Competition Court
forced Ebro Food to sell some of its trademarks; as a result, Ebro Food offered Arrossaires the possibility of acquiring the
NOMEN Brand.

Prior to this acquisition, Arrossaries was a cooperative featuring a traditional organization and poor market focus.
The NOMEN brand project confronted the cooperative with an opportunity to improve its market share and improve its
competitive position. The cooperative reached a favourable final agreement, since Ebro Food financed the 30.1 million
euros of the sale, distributed in an initial payment of 1.5 million euros, equivalent to the value of a warehouse, plus
thirteen annuities of 2.9 million; no external capital was needed nor changes in the traditional structure of the cooperative.
That is, the cooperative agreed to a conservative deal to preserve the cooperative's assets, reduce any risks in terms of
investment, and reduced demand for contributions from its members. A clause signed with Ebro Food allowed the return
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of the brand in case the brand could not generate the necessary income to meet the annual payments; this guaranteed the
cooperative's assets. However, despite this favourable negotiation, the members of the cooperative had to make some
sacrifices related to tighter settlement prices (audit report and 2012 annual accounts, sustainability report and
information obtained through interviews).

In this regard, some researchers show that although market orientation requires a large capital investment and
strategic plans, if the financing agreement is at the expense of reducing the income of farmers in the short term, in return it
will reinforce the cooperative’'s performance in the long term and improve its competitive advantage (Nilsson, 2001;
Brogen, 2011; Benos et al., 2015).

Because of the development of Arrossaires, in 2018 a new firm, NOMEN Food, was created as a subsidiary of
Arrossaires. According to the final agreement, Arrossaires would remain as a farmers' cooperative, while the main assets
and brands would belong to NOMEN Food; the agreement was approved by 98% of the votes of the assembly. This capital
restructuring can be understood from the point of view of vaguely-defined property rights, as well as from the attempt to
solve any free rider and portfolio problems derived from the aforementioned brand investment (Cook, 1995; Hendrikse
and Feng, 2013).

5.2. Internal Governance

Internal governance “refers to the decision-making processes adopted, the role of the different governing bodies

and the assignment of control rights to members and professional management” (Bijman et al., 2012, 8). It is one of the
fundamental pillars for the success of a cooperative, and is important to avoid ending up engaged in complete
demutualization processes (Bijman et al.,, 2012; Nilsson and Ollila, 2013; Melia and Mari, 2013).
In the case of Arrossaries, the governance model is regulated by Spanish law, that have three key points: user-owner, user-
control and user-benefits. That is, the property owns to the producer members, who pay an initial amount, and assume the
commitment to contribute with their harvest: the stockholder’s equity can be recovered when they leave the cooperative.
The benefits would be distributed according on the member's crop contribution, usually as an extraordinary payment on
the liquidation of the crop.

"It should be noted that in agricultural cooperatives, generating or not producing results goes hand in hand with

the price of the rice. Members want to be paid at market prices. The key problem in cooperatives is that members

contribute to their production and this is achieved only by paying market prices. This encourages loyalty on the
part of the members, thus avoiding opportunistic behaviour " (Financial Director).

Three mandatory governing bodies are in place: the General Assembly, the Board of Directors and the auditors.
The decision-making structure is democratic under the premise "one vote for each producer member". The members of
the General Assembly select their representatives on the Board who also supervise the management of the cooperative.
The mandate of the Board is for a period of four years, and three of its members are renewed annually. Despite its
theoretical democratic design, in fact a reasonable proposal of the President and the rest of the members of the Board
determine the changes. This procedure has the general acceptance of the members.

"The renewal of the Board is proposed by the Governing Board (...) but we have a heterogeneous Board. We try to

cover all possible profiles and all visions. We value hard work, honesty and dynamism (...) most members are 40

years old on average, have young children and a future, so they are committed, creative (...) need a project for the

future and this way of thinking goes to the cooperative (...) it is necessary to incorporate the young people on the

Board to continue and prepare for replacements” (President)

"In the Board there are hard-working young people with a high degree of commitment. They have many projects

and they are not at all lazy. They all come from the territory (...) they know their work well as farmers, they are

proactive, they are fighters (...) they keep us updated and they give us reasons to trust them fully “(Farmer
member of the Board)

It should be noted that after studying the composition of the Board, the existence of specific interest groups was
not observed. In addition, according to other authors (Chaddad and lliopoulos, 2013), this type of centralized decision
making seems to have reduced transaction costs and does not mean that the preferences of the members are ignored; on
the contrary, close consultation could be considered a seal of good governance.

Cooperative management has been delegated to a team of specialized professionals. However, according to the
interviewees, the activities of the management team are committed to cooperative principles. Both aspects have been
established in the cooperative literature as a success factor (Cook, 1995; Hueth and Marcoul, 2015).

Decision making is carried out in a participatory environment, and there does not seem to be significant friction.

"We are all farmers, this is our job; we do not know how a company works (...) that's why we have a professional

manager who is in charge of the administration and informs us all the time so that we can make the right

decisions. The manager understands the cooperative mission and is involved in its principles (...) Management and
efficient functioning are based on trust and we trust our professional managers (...) In addition, we manage all this
with information, information, information (...) This is the true essence of the value of trust " (President).

"We have a management team. The coordinator is the Financial Manager. We meet a lot, as many times as

necessary, and we make decisions that we explain and transmit to the Board which will ratify it or not. All the

information is well treated and reasoned (...) We all work hard and we strive for the same objectives (...) we work
for Arrossaires and now Arrossaires has a good future, to be profitable but under cooperative principles " (Farmer
member of the Board).

The system of governance is focused on establishing structures for debate and for flexible decision-making,
especially in relation to communication and information. Transparency in the processes of collaboration, communication
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and decision is important to increase the trust of the members. Governance has been reinforced by the incorporation of
different voices in the discussions (external consultants in special situations) and strategic formulations. In all cases, the
costs and potential benefits have been clearly identified through external viability studies, a process of reflection, study
and discussion.

"The key to our system is the information and training of the Board to enable them to make appropriate decisions;

The Board is informed every day about the operation of the cooperative. We have monthly accounting controls for

all our activities and sections. We have weekly meetings with the management team (..) when we were in the

middle of the acquisition of NOMEN, we had up to four meetings per week, so that the team and the Board were
well informed and united (..) the process is based on creating trust in the management team through
transparency, honesty and the results generated (...) But the decisions are taken by the Board, then passed to the

Assembly to be ratified (...) we explain everything. " (President).

“When the NOMEN buyout took place, cohesion and shared analysis of the management team, the President and
the Board became key elements. After many discussions, fundamental aspects and strategies were agreed and
assumed by the governing structure. A communication plan was compiled, specific informative sessions were
devised for each group in Arrossaires: members, the labour force (...). Various dialogue channels were opened and
several options considered. Eventually the assembly approved it with 77 % of the votes and authorised the Board
to start negotiating with Ebro Food but under certain conditions (..) members stressed that it should not increase
their indebtedness, nor put the cooperative patrimony at risk (...) ” (Human Resources Director).

Finally, we must consider the social ties established after more than 50 years of cooperative development. In this
sense, according to the authors such as Valentinov (2004), Obtersberg and Nilsson (2009) and Arcas et al. (2011), we note
that the incentives for cooperation were created thanks to long experience of the Board in both management and ensuring
results. In addition, we want underline the close relationship between cooperative and territory and its role in maintaining
agricultural incomes and socio-economic development. This has been a significative factor to encourage the participation,
the commitment and joint responsibility of members, it has been especially relevant in relation to intergenerational
conflicts. These findings are similar to those of some researches (Barraud-Didierf et al., 2012; Arcas et al., 2014) who show
that affective commitment has a mediating role in the relationship between trust and participation in the governance of
cooperatives

"Obviously, the indirect economic benefits that the cooperative has generated for non-members, through the
prices paid by the buyers, are lower than the direct economic benefits obtained by our partners, who are sure that
each year they will sell their rice at a competitive price. (...) this is the main reason why the cooperative was
created: the stability and the guarantee of selling the crop, which in the end is to maintain the same number of
members. In addition, during the production process, we offer financing, consulting, supplies (...), we also deal
with environmental subsidies. We explain everything and we remain open to receiving any of your comments
when you want to do it" (Financial Director)

"My main motivation to be a member is to avoid the power of the buyer and the certainty of having assured the

sale of the crop (...) the cooperative is fundamental for us, people remember when, in the past, the rice remained

there without being collected, much was wasted, the remaining rice was sold at low prices (...) the manufacturer
paid what he wanted "(Producer farmer)

"My grandfather was one of the founders of the cooperative. | am a cooperative member with all my heart. The

cooperative is a symbol, it belongs to us all, it is essential so that we can continue in agriculture, they help us a lot

(...) Before, I was a housewife. and now | manage the land, | feel that the cooperative is mine. They helped me a lot

in the paperwork and, if we need them, they give us cash in advance. Besides, we are assured of the sale of the rice

at competitive prices thanks to the cooperative (Producer Farmer).

5.3. Competitive Strategies

The ongoing consolidation of the agri-food value chain is putting pressure on agricultural cooperatives to improve
their performance and efficiency. Consequently, as discussed in the second section, market orientation becomes one of the
most relevant strategies for survive. However, it should be noted that many cooperatives lack the financial resources. The
following subsections analyze the strategy developed by Arrossaires emphasizing brand orientation and capital innovation
mechanisms.

5.3.1. Brand Orientation

Research shows the positive influence of market orientation on the performance of cooperatives (Brick et al,
2011; Ozkaya et al., 2015). This involves brand investment, the development of new products, product differentiation,
customer loyalty, greater market share and higher premium prices (Urde et al, 2011). Following this hypothesis, as we
have seen, in 2012, the Arrossaires cooperative made an investment in the NOMEN brand with the main objective of
improving its competitive position in the rice brand sector. NOMEN provided access to a strong brand, good brand
positioning, and access to several lines of new products that Ebro Food already sold (flours and bread crumbs). All this
was very important in an industry where DB concentrated more than 65% of gross sales.

"Previously, we had little more than a brand with a reduced market share, which experienced a constant decrease

in prices (..) We had few options: export, work more with our own brand, and innovate; but to create a brand

competing in a market where the distribution brands (DB) account for more than 65% of the market is difficult

(...) all the existing leading brands that we know, were created in the 60s ... " (President).
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Simultaneously, Arrossaries launched a process of product differentiation (rice and its derivatives, rice liquor, ready meals

...) in order to strengthen its catalog with the inclusion of products with higher added value. The objective was to develop

niche markets linked to the demand for differentiated products: different qualities, denomination of origin, made-up

products, organic products, etc. In addition, the acquisition of NOMEN allowed Arrossaires to develop a "brand change"

strategy, enabling the repositioning of other proprietary brands (weak brands) and facilitating the promotion of exports.
“With NOMEN a synergy was created that let us improve the distribution of the rest of the brands (... ) Everything
is running well” (Financial Director).

Collaboration with other companies has been a key innovation factor to produce new range of products derived of the rice

“Arrossaires has another great potential (... ) to establish alliances with other companies, not necessary

cooperatives (... ) we have the idea to launch new products; we are now trying to create cooperation nets between

companies... that have infrastructures to manufacture liquor and beer (...) We cooperate and the benefits are good

for all of us” (President).

5.3.2. Capital Innovation

In traditional cooperatives, the investment associated with long-term returns can be problematic due to the lack
of negotiable shares and, consequently, the inability to capture the assets that are appreciated. In order to solve it,
different types of property have been proposed (see Section 2). In the case of Arrossaires, the brand strategy implied an
increase in complexity, and evidenced the need to restructure property rights in order to reduce potential conflicts that
could break the cooperative equilibrium, as well as to maintain intergenerational equity (problem of the portfolio) and
avoid potential opportunist behaviour (problem of free riders).

"Nowadays, the members of the cooperative contribute their entire production and assume adjusted settlement

prices to finance the brand project (...) They decide to continue working (...) and we have to be able to see how the

restructuring of the cooperative generates additional value, a new possibility for members to increase their
income thanks to this new investment (for example, with a dividend payment or something similar). We have to
study how we can pass on this value to the membership of the cooperative and avoid the activities of free riders.

When everything is paid, we cannot allow the assembly to limit access to new members (...) but we have to protect

members who have made sacrifices to finance the brand project (...) we need the cooperative model to evolve but

always we need to maintain the base of the cooperative (...) The concept has to change, we cannot think only about
the profitability of rice (...) we must think about the profitability of the cooperative as a company ". (President)

To deal with this, in September 2018, Arrossaires created a limited company, NOMEN Food. The new

organizational model has legally separated the cooperative and the company, so that the owners have approximately 89%
through the Cooperativa Arrossaires, and around 11% through individual participation.
Al the assets and most of the commercial activities have been transferred to the new company. NOMEN Foods will be
responsible for producing and marketing the main brands and promoting internationalization and new business and
projects, while Arrosaries del Delta del Ebro will focus on agronomic areas, advising rice producers and promoting the
balance with the environment.

This restructuring improves equity, since it allows the allocation of benefits through stock market share. It also
allows the future entry of funds from non-members. Besides, legal separation leaves more room for professional managers
and entrepreneurship.

The cooperative literature shows that this new organizational proposal constitutes a good institutional response
to improve the investment allocation of cooperative (Grashuis and Cook, 2018), as well as overcoming capital limitations
and allowing more flexibility for professional managers. Furthermore, it can reduce potential horizon, portfolio and free
rider problems generated as a result of the acquisition of NOMEN (Bijman et al., 2013). However, this expansion strategy
cannot yet be evaluated.

5.4. Performance

The evaluation of strategies of cooperative is often difficult to perform due to the absence of a secondary share
market. For this reason, some studies have proposed the growth of market share or the expansion of new markets as
alternative indicators (Fulton and Gibbins, 2000; Bijman et al., 2012). In addition, according to the principles of
cooperatives, indicators of perception or the satisfaction of members have also been proposed (Osterberg and Nilsso,
2009; Benos et al., 2015). In terms of these criteria, the results shown are based on the evolution of the cooperative in the
period 2012-2018.

Tables 1 and 2 show the main results. Table 1 shows the evolution of production and the distribution by
companies in terms of packing and brand. Table 2 shows the market share of each brand.
In 2012, Arrossaires had 1,200 producer members and 75 workers, all together produced 46,000 tons of rice (Table 2),
generating an average turnover of more than €20,000,000. The cooperative had two main brands, "Bayo" and "Segadors
del Delta", but both together represented only a small percentage of sales - 25% - and exports did not reach 10%. In fact,
most of the turnover came from bulk sales (around 75%), destined for subsequent manufacturing transformation or for
DB (Sanchez, 2014 and Arrossaires, accounts and annual interviews).
From 2012 to 2018, the cooperative strengthened its competitive position, encouraging brand orientation through
NOMEN, repositioning its other brands, differentiating rice types, reinforcing exports, and diversifying products (rice beer,
ready meals, etc.).

In 2018, the cooperative was in a great process of productive and commercial transformation, focused mainly on
the creation, production and commercialization of high value foods. The commercial orientation of its product towards
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branding sector, which covered 95% of market value (Table 1). Therefore, Arrossaires has gained market share in brand
market, ranking sixth place in the national market for packaged rice (Table 1).

With regard to rice market, in these years, the most relevant phenomenon has been the increase in the market
share of DB, that has evolved from 50.72% to 70.29% in volume, and from 40.3% to 55.93% in market value (Table 2).
Despite this, NOMEN's market share has been consolidated, becoming the third national brand, with 5% in volume and 7%
of market value. Furthermore, NOMEN's share market has experienced lower relative fall, both in volume and value, than
the rest of the brands, as can be seen if we consider the volume and value percentage of 2018 in relation to 2012, for each
brand.

In addition, according to data from Sanchez (2019), complemented by the annual accounts and interviews report,
Arrossaires has also expanded its performance margin, reaching an average turnover of € 37,000,000, of which, more than
40% comes from its own brands. The export percentage is close to 20% of the value sales, the harvest has been sold at
market prices (280 euros/ton) and collaboration agreements have been signed with multinational companies, as McCain
(for the preparation of mash), with Bardinet (for the production of liquor and rice beer) and with Costa Levantinos

Concentrates (for the production of vegetable drinks).
The number of cooperative members did not vary and the number of workers has incremented in ten (Sanchez, 2019)

Total (Tons) PACKING (% Brand (% DB (%
s/total) s/packing) s/packing)
MAIN COMPANIES 2011- | 2017- | 2011- | 2017- | 2011- | 2017- | 2011- | 2017-
12 18 12 18 12 18 12 18
Ebro Food 315000 nd 25,7 nd nd nd nd nd
Maicerias Espafiolas 134000 | 154000 | 425 44,4 18,0 36,0 82,0 64,0
Arrocerias Pons 55000 | 70000 94,5 100,0 50 00 95,0 100,0
ARCESA 53645 | 47237 64,0 61,2 29,0 20,0 71,0 80,0
Coop. Arrozla 26096 | 62000 99,6 22,6 7.0 70,0 93,0 30,0
Coop. C.A. del Montsia 46000 | 65000 54,3 46,2 40,0 8.0 60,0 92,0
Coop. Arrossaires Delta 41797 | 51211 38,0 34,6 25,0 95,0 75,0 50
Table 1: Evolution of Tons, Packing, Branding and DB (2012-2017)
Source: Sanchez (2012, 2019) and Compiled by the Authors
Brand 2012 2017
Volume (%) Valour Volume (%) Valour
Sos 19,8 29,1 10,94 16,13
LaFallera 10,6 144 5,22 79
NOMEN 54 7.3 3,26 4,99
Dacsa 19 25 1,02 1,13
La Cigala 18 2 1,46 18
Brillante 0 0 48 7,12
Otros 3.3 44 3,05 5
DB 57,2 40,3 70,29 55,93

Table 2: Share Market by Brands, Evolution 2012-2017
Source: Sanchez (2012, 2019) and Compiled by the Authors

In addition, as the interviews show, there is a high satisfaction of the members, and it can be interpreted as an
indicator of acceptance of the corporate changes and the governance system (Osterberg and Nilsson, 2009; Benos et al.,
2015). The ability to transfer the need to adapt to the demands and trends of the rice sector to members, as well as the
harmonization of settlements based on market prices (an important aspect for producer members), have been some of
main factors to be considered.

“Broadly speaking, | believe, with other cooperative members, that there is a before and after the decision to

buyout NOMEN. It was a unified decision (...) Everybody now, even those who were not supportive, are ready to

share in the work, clearly the bet for NOMEN has been a cohesive element (...) At present, members are happy and
eager to participate. We have the impression that we have a Project devised for the future that it is getting nearer”

(Producer Farmer).

“The methodology employed in the acquisition of NOMEN was admirable (...) A lot of meetings were held so that

people could participate and express themselves (... ) so that everybody could be involved (...) it was essential to

ensure the convergence of interests and reinforce the cooperative members’ commitment (...) furthermore the
selling prices are also good (Producer Farmer)

“ | am very pleased, also with the acquisition of NOMEN, we have improved our market position and our

perspectives (...) it was something that had to be done. The Board approach was clear, the members had a lot of

information. We voted and participated, because in this case, the members decide, is the owner of the cooperative,
has the last decision. Whatever the member decides is subsequently carried out” (Producer Farmer)
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“The professional management has also been decisive. It has added greater market orientation and a firm bet
towards added value. NOMEN’s buy out has performed as an agent of change, reinforcing bonds amongst the
members and rewarding the consolidation of trust and cohesion” (President)
Finally, adapting the proposals of Cook (1995) and Novkovic and Power (2005) to our study, we present a synthesis of the
facilitating elements of success and the most problematic and outstanding issues.

Successful Factors

Outstanding Questions

. Understanding of  limitations
derived from haziness with regard to
property rights and consideration of their

consequences.

) Goals definition and long-term
strategy definition agreed by the
President, Board and professional
managers.

) Cooperative values' integration of

the proposed strategies of the professional
managers.

) Ability to transmit to members the
need to generate competitive bonuses and
long-term views within an ever changing
agro-food environment.

) Development  of  competition
strategies without excessive
compromising of the financial structure
and the cooperative’s patrimony.

) Consolidation and
canvassing for new markets and
potential niche markets

) Consolidation of strategic
alliances

. Increase of negotiating
power in the distribution chain.

e Reinforcement and
introduction of control measures
to avoid potential bias on the part
of the professional managers
(Theory of Agency).

o Deeper analysis of the results
of property right restructuring
and new investment strategy, with
a view to maintain competitive
and intergenerational equity

¢ Maintaining commitment and
the embeddedness of cooperative

) Generation of confidence bonds and members
cooperation between everyone involved.
. Loyalty of cooperative bond and

identification with the cooperative, as well

as decisions made by means of

communication, participation, discussion

and accounts rendering transparency.

) Governing structure and activity

closely related to society and territory.
Table 3: Successful Elements and Outstanding Questions Concerning the Future

Source: Compiled by the Authors

6. Conclusions

This research has studied the competitive strategies adopted by Arrossaries of the Ebro Delta in order to evaluate
the economic viability of the cooperative model and, as a result, infer its contribution to the maintenance of agricultural
income and territorial cohesion.

On one side, the competitive position of the cooperative in the rice market has been considered as a proof of

consolidation of the management and branding strategy. On the other hand, the process of participation and decision
making, have been considered indicators of the role of the government. The satisfaction and stability of cooperative's
members has been considered as an indicator of the willingness of farmers to cooperate).
In general terms, results show that the cooperative has increased its market share, especially in the brand-conscious
sector, rice varieties and the range of manufactured products (as a semolina, prepared soups, liqueurs or beer). It is
important to mention that the brand image and quality have been reinforced thanks the investment in an intangible asset,
the NOMEN brand. With regard to economic results, the NOMEN brand has undergone a more favourable evolution than
the other brands.

Furthermore, the leadership and confidence in the Board have been consolidated and a transparent and

participatory process has been achieved in making decision process.
These results are in line with the research carried out in this field (Osterberg, and Nilsson, 2009,Arcas et al., 2011; Borgen,
2011 ; Julia et al., 2013,Bijman and lliopoulos.2014; Benos et al.,, 2015; Grashuis and Su,2018), which confirms that the
presence of factors such as brand orientation, transparency, trust and shareholder equity achievement make the
cooperative feasible. In addition to the above-mentioned aspects, other elements such as information, communication,
participation, connection with the territory, historical identification of the members with the cooperative values, internal
governance based on the leadership of the board (Bijman et al., 2012), confidence, and the reputation and professionalism
of managers, have also been relevant.

In general, these findings show the possible success strategies that can be adopted by traditional cooperatives to
compete in a globalization market and make it possible to verify that the cooperative model, based on democratic values,
does not necessarily in conflict with economic profitability and territorial sustainability, that is critical in this territory.
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However, we must point out that the results must be evaluated in terms of taking into account the uniqueness of the case
study and its local and sectorial context.
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