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Introduction

Since the mid 1800s until the early*dentury, Argentine economics went through several
phases in terms of performance, economic struetoglenstitutional framework. Over those
decades, Argentina shifted from an open, deregliedtenomy (1870-1914) to increased
closeness and state regulation (1914-1975), atet,afransition with stop-go moves
towards greater liberalization (1976-1990), thentouplunged into a pro-market reform
process in the 1990s (that, in turn, came to annetidthe 2001-2002 crisis).

Regardless of these transformations, diversifiesifass groups have been, over nearly one
hundred and fifty years, the prevailing organizagigpattern adopted by local private
companies in Argentina —as in many other late-dgret countries in and outside Latin
America. Business groups have shared the stagestaitiol alone domestic firms, foreign
companies and state-owned enterprises, but hawamedpresent in the large company
segment at all times, with more or less notoriety.

This chapter intends to explore the circumstantasléd to the emergence and development
of business groups in Argentina between 1870 a8 ,liélentifying prevailing types at
specific periods, and trying to determine the atlvges that afforded them a predominant
role among domestic private large firms. It drdwesn information provided by historical
research studies conducted since the mid 19808ectparly, case studies on several groups
created both in the late 1800s and mid 1900s. iffosmation has been complemented with
data supplied by more general works by historiamtsszcholars from other disciplines. As

such, this chapter aims to contribute to the comatpar study of business groups in emerging

“This chapter was written during my stay as Alf@shndler Internationa Visiting Scholar at HarvangsBiess
School in the fall of 2009, which not only providete with access to world-class libraries and databdut
also offered a unique opportunity to interact wiblleagues from several countries. My gratitude sgoe
especially to Geoffrey Jones for his dialog disposiand his suggestions on recent bibliographgl, tamrAndrea
Lluch for her observations on a first draft as veslher help in the troublesome task of reduciegiiimber of
pages.

Pagel of 36



countries, offering empirical evidence that helt existing hypotheses on why business
groups exist, what their salient features are,thadypes of capabilities that enable them to
compete satisfactorily in several markets.

While not necessarily apt for generalization, histd case study findings can help trace back
the origins, track records and transformations Bgpeed by business groups, as well as the
strategies pursued by their leaders and the outcofiBeir decisions and actions. These
findings also illustrate the different kinds of mess groups prevailing in specific settings
and time frames. These dimensions prove to bearwtien it comes to establishing what
business groups are, why they emerge, and the dfieg have on the economies and
societies where they operate. At the same time) tiee point of view of comparative
studies, a historical perspective adds to conteargaross-sectional studies typically
produced by economists and other social sciertistecording changes over tirhe.

This chapter has been organized in five sectiakewing this introduction. The first section
provides some definitions associated with the ssrgroup notion and introduces the
parameters to analyze and compare Argentine glioupg long term. The second section
explores the emergence and development of a gremgtion of business groups during the
booming export led based economy of 1870-1914 thine section focuses on the interwar
period. The fourth section looks at the 1945-1988se, with the creation and expansion of a
second generation of groups, including both th& péamport-substitution industrialization
and early attempts to introduce pro-market refoffrsally, chapter conclusions provide an
overall view of Argentine business groups in theglderm, revisiting the questions posited in

the introduction and offering some answers baseehgirical historical evidence available.

|. Business groups as an organizational pattern

The term “business group” has no unique meaninigefature review reveals that there are
significant discrepancies on the scope of the grmtn, the reasons for their existence
(associated with their inner setting or dynamicgiromic or non-economic), and the
implications of their existence both for nationsbaomic performance and for the societies

where they operateGiven the vast presence of business groups ingingeeconomies

! Jones, Geoffrey and Khanna, Tarun, “Bringing Higidack) into International Businessjdurnal of

International Business Studi€2006, n. 37, pp. 453-468.

2 For a summary on recent contributions and delmtdsisiness groups, see Guillén, Mauro, “Businassi®

in Emerging Economies: A Resource-Based Vielie Academy of Management Jourdaine 2000, vol. 43,

n.3, pp. 362-380; Granovetter, Mark, “Business @s3uin Smelser, Neil and Swwedberg, Richard (Ed$g

Handbook of Economic Sociolog8rinceton University Press: Princetoff @dition, 2005, pp. 429-450;
Page2 of 36



(especially in Asia and Latin America) as well aseveral developed countries, these
discrepancies are virtually unavoidable and angdifey the disciplinary differences that
separate scholars who study these groups, ledu#mg to underscore some issues over others
both in their research as in their interpretations.

While there is no consensus on whether diversiboatonstitutes a prerequisite for business
groups, we will adopt the definition provided byrlia Khanna and Yishay Yafeh, who view
groups as sets of legally independent companiestipg across (often unrelated) industries
and bound together by persistent formal and infbties®

Considering the limited dimension of this chagted the length of the period explored, we
will focus on two aspects. First, on the typesaifisgs where business groups emerged in
Argentina, relying on literature contributions tiave emphasized several conditions that
would explain their existence, including market erfpctions (primarily in capital and
managerial resources market@stitutional voids (information problems, inadedg
regulation, inefficient judicial system3Yegulatory frameworks favoring business group
emergence by allowing or condoning agreements arnompanie$,and public policies
contributing to their emergence and growth.

Khanna, Tarun and Yafeh, Yishay, “Business Groagsmerging Markets: Paragons or Parasite¥®lrnal of
Economic LiteratureJune 2007, vol. XLV,pp. 331-372; Fruin, Mark, “Boess Groups and Interfirm
Networks”, in Jones, Geoffrey and Zeitlin, Jonatfads.),The Oxford Handbook of Business HistdDxford
University Press: Oxford, 2007, pp. 244-267; MdRandall and Steier, Lloyd, “The Global History of
Corporate Governance. An Introduction”, in Mork,nidall (Ed.),A History of Corporate Governance around
the World. Family Business Groups to Professionah®gersUniversity of Chicago Press: Chicago, 2007, and
Colpan, Asli and Hikino, Takashi, “Foundations afdhess Groups: Toward an Integrated Framework”, in
Colpan, Asli M., Hikino, Takashi and Lincoln, Janfes(eds.).The Oxford Handbook of Business Graups
Oxford University Press: Oxford, 2010 .
% Khanna, Tarun and Yafeh, Yishay, “Business Granf&merging Markets: Paragons or Parasited®irnal
of Economic LiteratureJune 2007, vol. XLV, p. 331. This clarificatiandignificant, as many authors who have
studied Argentine business groups —particularhhd®to Bisang (1996, 1998, 1999)- include nearlyaatie
domestic private companies in this category. Osicbplars have made a distinction between grougs wit
related and unrelated diversification (Carrerajaidro - Mesquita, Luiz - Perkins, Guillermo - Vaks
Roberto, “Business Groups and their Corporate &jr@s on the Argentine Roller-Coaster of Competitind
Anti-Competitive ShocksThe Academy of Management Execytiegust 2003, vol. 17, n.2, pp.32-44;
Fracchia, Eduardo, Mesquita, Luiz and Quirogan,JtBBusiness Groups in Argentina”, in Colpan, Adli,
Hikino, Takashi and Lincoln, James R. (ed§he Oxford Handbook of Business Graupgford University
Press: Oxford, 2010 .
* Leff, Nathaniel, “Industrial Organization and Egpireneurship in the Developing Countries: the Eotino
Groups”,Economic Development and Cultural Chang®78, vol. 26, n. 4, pp. 661-675.
® Khanna, Tarun and Palepu, Krishna, “Why Focuseat&jies May Be Wrong for Emerging Markets”,
Harvard Business Reviewuly-August 1997, pp. 3-10.
® Mork, Randall and Steier, Lloyd, op.cit., 2007 slap.cit tienen que ir en cursive?
"Mork, Randall and Steier, Lloyd, op.cit., 2007; (B, Mauro,The Limits of Convergeng6lobalization and
Organizational Change in Argentina, South Korea &pain Princeton University Press: Princeton, 2001.
Page3 of 36



Second, we will try to trace the most significagatures of the business groups that emerged
in Argentina at several times in its history. Tattkend, we will rely on case studies on three
groups dating back to Argentina’s export led grosttige (Bunge y Born, Tornquist and
Devoto) and on three other groups that emergedemiid 1900s, during the import
substitution industrialization phase and early praxket reforms (Techint, Arcor and
Pescarmona). In each case, we shall explore fikepeters —group structure (integration and
diversification levels, including their diversifitan into financial operations or not);
ownership and control (family business or not, &xise of holding companies); competitive
strategies and capabilities; the role of socialvoeis in their emergence and dynamics, and,
finally, their relations with the Stafe.

At the same time, we intend to embark on a dynamatysis, incorporating the study of their
track records and developments over time (includigip disappearance and causes). We
have left corporate governance and pyramidal ovingischemes aside, although these
issues have rallied great interest over recensy@arstudies available in Argentina have not
focused on them, except very recently.

Comparing group generations and groups in evergrgéion, we will sketch a
characterization of Argentine business groupsrtiet prove useful not only to advance the

knowledge on local realities but also to supporhparisons with groups in other latitudes.

Il. Business Groups in Argentina during the exportied boom (1870-1913)

Early diversified business groups emerged in Ariganduring the great export- led
expansion period of 1875-1913. Argentina’s mosvihg historical phase was marked by
high growth rates that placed the country amongvibiéd’s wealthiest nations as result of its
high per-capita GDP and by a very open, deregukatedomy based on agricultural
commodity exports.

At that time, Argentina shared many of the traftemerging economies, including
institutional voids, factor market imperfectionadehigh transaction costs, while in some

8 These guidelines have been chosen primarily obalsés of Khanna - Yafeh, op.cit, 2007; Morck -i&te
op.cit., 2007; Granovetter, Mark, “Business Groyps'Smelser, Neil - Swwedberg, Richard (EdEhe
Handbook of Economic Sociolgd@@rinceton University Press: Princeton, 1994 4538-475; Granovetter,
Mark, op.cit., 2005; Amsden, Alice and Hikino, Takg “La industrializacion tardia en perspectivstiica”,
Desarrollo Econédmicapril-June 1995, vol. 35, n. 137, pp. 3-34; Guillep.cit., 2000 and 2001.
° While conclusions are provisional, inasmuch ay tieeord the experience of some specific groups; tho
reflect the state-of-the-art long-term studies myugs in Argentina.
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other areas -like business law, banking systemldpreent, stock market, credit reporting
agencies-, the country had accomplished substamtigtess by early 30century

standardd® Argentina’s educational system had expanded ceraidly and achieved

superior quality, but the supply of local professils did not suffice to meet the demands of a
growing qualified labor market. At the same timeedit access was still restricted for small
and medium-sized industrial compantéshe domestic financial system was largely
unregulated, there were not a lender of last red@tnumber of companies listed in the local
stock exchange was limited —as was the numberp$#ctions- and potential investors
harbored some qualms about corporate governantgteency and shareholder rights’
protection'?> Domestic savings rose to international standantis4ried with economic ups
and downs and remained below those of Europeaansaéind other countries of recent
settlement?

However, the fact that Argentina was so engageat@mnational trade offset many of its
shortcomings. Until World War |, it was one of tleading foreign investment recipient
countries —with funds coming mostly from the Unitédgdom, but also from other nations
in Continental Europe, like France, Belgium, Gergnand lItaly. Its high population growth
rate (as a result of massive immigration) as weltarapidly expanding economy and its
gradual diversification provided numerous busirggsortunities that could be best
leveraged by those with preferential access toifundret, these signs also indicated that
diversification incentives did not only stem fronarket imperfections but also from its

ongoing growth. It should be noted that investimgeéveral sectors was a way to mitigate

1% Guy, Donna, “La industria argentina, 1870-194Qgikkacion comercial, mercado de acciones y capiteidn
extranjera” Desarrollo EconémicpOctober-December 1982, vol. 22, n. 87, pp. 354-8luch, Andrea, “Las
agencias de informes crediticios en la Argentima aproximacion al funcionamiento de los mecanismos
informativos en el mercado crediticio, 1882935", Investigaciones de Historia Economjdzall 2008, n. 12,
pp. 111-140; Regalsky, Andres, “Banking, Trade tnedRise of Capitalism in Argentina”, in Teichovdice,
Ginnette Kurgan-van Hentenryk and Ziegler, Dietats(),Banking, Trade and Industry. Europe, America and
Asia from the Thirteenth to the Twentieth Cent@ambridge University Press: Cambridge, 1997; Naka,
Leonard and Zarazaga, Carlos, “Banking and Final®@0-1935", in Della Paolera, Gerardo and Tayidan
(Eds.),A New Economic History of Argentin@ambridge University Press: Cambridge, 200328p-323.

" These firms usually grew with contributions froefatives and acquaintances, as well as earningtiments.
They merged to gain greater scale or were absdpéatger companies. See Scarzanella, Eugéal&agni
d’Argentina,Marsilio: Venezia, 1983; Guy, op.cit., 1982; reitgnFernando Rocchi has argued that funding
access was not restricted@mimneys in the Desert: Industrialization in Argeatduring the Export Boom
Years, 1870-193@tanford University Press: Stanford, Califori2@06.
12 Nakamura and Zarazaga, op.cit., 2003; Della Pap@erardo and Taylor, AlaBtraining the AnchofThe
Argentine Currency Board and the Search for Macomexnic Stability, 1880-1935 he University of Chicago
Press: Chicago, 2001.
13 Taylor, Alan, “Capital accumulation”, in Della Flam, Gerardo and Taylor, Alan (Eds®)New Economic
History of ArgentinaCambridge University Press: Cambridge, 2003,170-196.
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risks in an ever-changing environment that wasliigbinerable to external crises, as a
result of Argentina’s open economy. Simultaneousith a growing domestic market that
was comparatively very small (Argentina’s populattotaled 8 million in 1914),
diversification seemed virtually a requirement taimtain high investment levels.

In this setting, early diversified business groapgerged. In a pioneering work, Carlos
Marichal identified five groups, outstanding “natly for their mixed activities but primarily
for their successful efforts to build diversifieddiness empires, turning from initially
medium-sized trading (importing and/or exportingns into large companies with
increasingly notorious involvement in financial atater, industrial operationg*Three of
them —Tornquist, Bunge y Born and Devoto- have likersubject of case studies published

since the 1980s, which we will use as sourcesfofnimation to analyze how business groups

4 Marichal, CarloslLa gran burguesia comercial y financiera de BueAires, 1860-1914: anatomia de cinco
grupos,Mimeo: Buenos Aires, 1974, pp.2-3. Traducido dglafiol
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originated in Argentina during the export boom pef> combined with findings from more
general studies on economics and industrializattdhis time'°

In the large-company universe, business group&drbe market with foreign firms —

mostly, free-standing companies- as well as domettnd alone companies and a few state-
owned companies. There are no corporate rankimghi®period, but several sources

include a substantial share of companies ownedibinbss groups among the largest firms

in the markets where they operaté@&ome sectors, like railways, meat packing, anidies,
were dominated by foreign companies. In other secttbmestic undiversified, large and
medium-sized companies prevailed (cigarette, weragker, glass and shoe manufacturing as
well as leather processintf)It should be noted that, at this time, some oflangest

companies were rural businesses, largely belorntgidggentine families. In short, business

15 Works primarily consulted on Grupo Tornquist irt@uGilbert, JorgeEmpresario y empresa en la Argentina
Moderna. El grupo Tornquist 1873-193Mpublished M.A. Thesis, Universidad de San And288,1; Gilbert,
Jorge Empresario y empresa en la Argentina moderna. EpgrTornquist, 1873-193Wniversidad de San
Andrés, 2002, Working Paper # 26; Gilbert, Jorgmtte la expansion y la crisis de la economia anggn
Ernesto Tornquist y Compafii&iclos 2003, n. 25-26, pp. 65-90; Gilbert, Jorg@eclinacion y muerte de una
empresa familiar. Ernesto Tornquist y Cia.”, Mim2004; Guy, Donna, “Refineria Argentina. 1888-1930:
limites de la tecnologia azucarera en una econperitérica,”Desarrollo EconémicpOctober-November
1988, vol. 28, n. 111, pp. 353-373; Jones, Geoffirmy Lluch, Andreakrnesto Tornquist: Making a Fortune on
the PampasHarvard Business School, 2008, and Lenis, MéEstrategias del asociacionismo empresarial
argentino a fines del siglo XIX: el caso del Cerdmucarero Argentino”Anuario del Centro de Estudios
Histéricos Prof. Carlos S. A. Segre?i009,(forthcoming). Information on Bunge y Bommstbeen largely drawn
from Green, Raul and Laurent, CatheriBepoder de Bunge y Borheggasa: Buenos Aires, 1988; Schvarzer,
Jorge,Bunge y Born: crecimiento y diversificacién de uapp econdmicoGrupo Editor Latinoamericano:
Buenos Aires, 1989, and Hoste, Steph&umge in the Low Countriggwo Centuries of Maritime Trade form
Amsterdam, Antwerp and Rotterda®tad en Bedrijf: Rotterdam, 2006. On Devoto, aeehrelied on several
works by Barbero, Maria Inés, “Grupos empresaiiisycambio comercial e inversiones italianas en la
Argentina. El caso de Pirelli (1910-1920Fstudios Migratorios LatinoamericanoAugust-December 1990,
vol. 5, n. 15-16, pp. 311-341; Barbero, Maria Iri&ercados, redes sociales y estrategias emprésaga los
origenes de los grupos econémicos. De la Compadiiar@l de Fosforos al Grupo Fabril. 1889-19F%tudios
Migratorios LatinoamericangsApril 2002, n. 44, pp. 119-146; Barbero, Mariédn“De la Compafiia General
de Fosforos al Grupo Fabril: origen y desarrollaidegrupo econdmico en la Argentina (1889-1965)”, i
Problemas de investigacion, ciencia y desarrdlaiversidad Nacional de General Sarmiento: Saguili
2001, pp.327-359; Barbero, Maria Inés, “La formaalé grupos econdmicos en la Argentina contemparane
El caso Arcor (1951-1990)", in Cerutti, Mario (ComEmpresas y grupos empresariales en América Latina,
Espafia y PortugalTendencias/UANL: Monterrey, 2006, pp.41-73; Saagtla, op. cit., 1983, y Devoto,
FernandoHistoria de los italianos en la ArgentinBiblos: Buenos Aires, 2006. On Quilmes, we hasedu
Lépez, Sergiolntegracion y especializacion como estrategias @sgiales. El caso de la Cerveceria Quilmes
(1890-1990)Historical Research M.A. Thesis, Universidad da 8adrés, 2001. An article has also been
published on Alpargatas’ first 50 years (Gutiérilezandro and Korol, Juan Carlos, “Historia de eragsey
crecimiento industrial en la Argentina. El casdal€abrica Argentina de Alpargatas”,Desarrollo
Econdmicovol. 28, n. 111, pp. 401-424). On the generatattaristics of business groups in this period, see
also Marichal, op. cit., 1974.
'8 |n particular, see Rocchi, op. cit., 2006. See akswis, PaulThe crisis of Argentine Capitalisriithe
University of North Carolina Press: Chapel Hill.929 and Pineda, Yovannadustrial Development in a
Frontier Economy. The Industrialization of Argertjri890-1930Stanford University Press: Stanford
California, 2009, although the information on bdties not always provide enough empirical support.
" Dorfman, Adolfo,Historia de la industria argentinaSolar-Hachette: Buenos Aires, 1970; Rocchi, op.ci
2006.
18 Rocchi, op.cit., 2006.
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groups stood out in the corporate world, with so@ey in some of the industries where they
operated, sharing the market with large foreign domestic companies.

The three aforementioned groups shared some gdeatates that outline a profile for
groups emerging at this staje.

First, these groups were built by foreign businessmene@o Bunge and Jorge Born),
immigrants (Antonio Devoto) or Argentine entrepnerseof foreign origin with strong ties to
their ancestors’ communities (Ernesto TornquishisTrait separates these groups from their
counterparts in other Latin American countries, keHausiness groups were largely created
and managed by families belonging to local elitiealso illustrates the significant role

played by immigration in the creation of Argentim&usiness community.

Second these groups networked with European companig®gasinessmen, sharing with
them family and friendship ties as well as clossihess relationships. Bunge y Born relied
on a scheme with two headquarters —one in Buen@s And one in Antwerp- and operations
in several international marketsTornquist was based in Buenos Aires but condustedge
share of its business with Belgian investors —ngdstim Antwerp- and other European
companies. Devoto was the most local business ghmipt kept strong ties with Italy
through its international trade operations angagnerships with Italian companies and
businessmen. Personal contact networks (basedvly fand friendship ties) and shared
national identities played a central role in thetband development of these groups, as these
features supported both their interactions abroaftlaeir partner and manager recruiting
efforts in Argentina. The fact that group foundeese foreigners or of foreign descent made
it easier for these business groups to forge ti#simwestors and businessmen in their
respective communities —both inside and outsideAtiga.

European partners viewed strategic managementiaiecisakers at all three aforementioned
groups as guaranteeing the reliability of the la@aitures in which they engaged. Group
leaders’ personal reputation, as well as theiraxstin local social and political circles,
mitigated the uncertainty involved in doing busm@&sa new, remote mark&tArgentina’s
Bunge y Born group was part of a vast network ofidgicompanies around the world, and

9 While this chapter will focus on the three aforetiened groups, the Bemberg business group shaostl
of their features —as far as founders’ backgroufuigling origins, networking on both sides of thiaAtic
Ocean, integration and diversification strategiesvall as ties to the Argentine State (Lopez, 6p2001.).
% Since the early 1900s, the Bunges, of German deduad established business companies in the Netids
(Amsterdam, Rotterdam) and Belgium (Antwerp).
2L Argentina was severely affected by internatiamisles’ effects as a result of its integrationhe world’s
economy.
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communications among family members remained canhatad fluent. As a result of his
personal contacts, his talent and his frequerd togeurope, Ernesto Tornquist gained access
to top-tier financial circles in Belgium, Germarirance and the United Kingdom, turning, in
fact, into an intermediary of sort between Europ@asstors and the Argentine market. In
1912, the Banco de Italia and Rio de la Plata, evtiex Devotos and other Italian investors
held an equity interest, became the sole intermgdia Italian immigrants’ remittances’
transfer to Italy, and the Devoto family’s engagetrat the Compaiiia Italo Argentina de
Electricidad was used by its founders as proohefrtew company’s feasibilify. Ties to
European nations guaranteed these groups’ pref@rantess to funding and information, as
well as their ability to recruit new partners, mgees and technicians. For Bunge y Born and
Tornquist, the founding families’ former tradingpexience provided another highly valuable
intangible asset.

Third , all these groups featured broad investment dii@ason in trade, financing,
agribusiness, industrial and other activities.llttaee cases, these groups were involved in
banks’ and financial firms’ ownership and managetniead direct ties to European banks
(even representing some of them in Argentina),serded as liaisons among European
investors and Argentina’s market. The Sociedad gEn€ornquist y Cia. was founded to
export Argentine primary goods and to import tegiand machinery, but it started to
diversify its assets since inception. The compawtyomly acted as a trading firm but also as
financial institution, granting loans, discountibidjs of exchange and handling other
operations. Revenues from trading and financiatatpms, partnerships with foreign
investors and access to local loans enabled th@aoyrto participate in numerous
ventures? By the onset of World War |, this group held imsts in 34 companies with
financial, trading, industrial, farming, transpdita, real estate, tourism, mining and fishing
operations. Seven of them (mostly financial andi{arploitation outfits) had been
established in Antwerp, while the others were @@&t Buenos Aires. Ernesto Tornquist y
Cia. engaged in a unrelated diversification propessarily to enter several markets in
pursuit of emerging business opportunities. Onlgame cases, like sugar production, new
investments came as part of an integration straegthe group owned a refinery. On the
other hand, a clear synergy joined the group’snioiel and trading companies with its other

businesses.

22 Barbero, op.cit., 1990.
2 Gilbert,op.cit., 2001; op.cit., 2003.
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In the case of Bunge y Born, the Bunges’ earlyéas in South America included trade
(since 1876, Ernesto Bunge served as an agentfiovekp-based Bunge & Co.), financial
endeavors (participating in the creation of a baitkh other European stockholders) and
farming (buying land for cattle-breeding). With ttreation of Bunge y Born in 1884,
international grain trading became the group’s ¢uginess. By the early 1900s, Bunge y
Born already ranked among Argentina’s top four etipg firms?* The company continued
to diversify its investments in farming and finascas it also ventured into industrial
operations with flour milling and burlap-bag maraitaing activities (as burlap bags were
used to pack grains for export8)Most of these ventures also involved Europeampest

led by Eduardo Bunge, president of Bunge &Co. framtwerp. In 1905, the group initiated
its early internationalization process, crossinglleos to other Latin American countries first
with an affiliate in Brazil-Sociedad Molinhos Saté- to manufacture flodf.While
diversification drove this business group to engagenrelated activities —trade, finances,
real estate- its industrial investments largelyofoked an integration rationale. Like
Tornquist’s, Bunge y Born’s financial investmentsrescomplemented by its other
businesses.

Antonio Devoto arrived in Argentina in 1854, an imgnant coming from Northern Italy. At
first, he was employed by a trading firm in Bueda®s, but, a few years later, he started his
own retail business. In the 1860s, Devoto begafversify his businesses, moving into
imports and exports, partnering with his brothersreate Devoto y Cia., and also venturing
into urban real estate. In the following decades,@evotos invested in financial ventures (a
bank called Banco de Italia y Rio de la Plata anthaurance company, La Inmobiliaria),
farming, manufacturing, extraction activities amecéricity, pursuing a diversification
strategy based on integration and synergies aninagdial and non-financial investmefifs.
A key group venture was Compafia General de Fésfarmatch manufacturing outfit that
grew increasingly integrated and diversified sitteeearly 28 century, expanding into the
chemical, textile, paper and publishing busine$$&e group’s bank and insurance
company provided services to its other ventures.

Fourth, these groups’ ownership largely remained in teds of their founding families,

supported by a small group of outside shareholdéhsstrong friendship and trust ties to

24 Green - Laurent, op.cit., 1988.
% |t also acquired a tin packaging company.
% Green - Laurent, op.cit., 1988.
2" Barbero, op.cit., 2006.
% Barbero, op.cit., 2000.
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those families. Family members, their closest magmnd professional managers —virtually
all recruited in Europe- shared business managerasponsibilities.

From its inception until 1906, Ernesto Tornquistia. was organized as a limited joint-stock
partnership. Ernesto Tornquist and some of his itnosted associates were responsible, as
general partners, for the company’s obligationsasslimed leading management
responsibilities. While, at first, limited partndrsld a 75% interest, their share had shrunk to
25% by 1906, and Ernesto Tornquist had become #jerity stockholdef? That year, the
company became a corporation but continued to beated by the Tornquists, its majority
shareholder. Starting in the 1880s, as the grougrsified its investments, European and
Argentine partners joined in as minority sharehdde its new ventures. As regards the
group’s structure and its management scheme, Erifeshquist y Cia. served as a holding
company, in charge of strategic planning and resoaliocation. In this company, Ernesto
Tornquist played a decisive role, supported byphiners and closest associates. After his
death, one of his sons, Carlos, took over as peatitHe served in that role for nearly forty
years. The group relied on a team of professiorsalagers —largely German or Belgian- who
served on the boards of several companies. Fantds¢ part, group companies kept some
measure of autonomy for operating decisiths.

Bunge & Co. was owned by the Bunges’ European lrafthe family, while Bunge y
Born’s ownership rested with four families —the Bag, the Borns, the Hirschs, and the
Osters- that shared the group’s strategic managesit#img on the boards of companies
located in several continents. Also involved in pamy management were minority
shareholders and individuals who married into tHasglies. As the group expanded, its
subsidiaries gained greater operating independéutenajor decisions remained in the
hands of owner families. Like in any family busigglalance was unstable and dynamic.
Antwerp stood as the group’s operating hub untd7,9vhen Eduard Bunge died and the
Latin American branch took over. In turn, since 1#820s, the Hirschs and Borns grew
stronger at Argentina’s Bunge y Both.

The Devoto group belonged to Antonio Devoto, higters and some Italian businessmen
and professionals who, in addition to sharing tleedos’ ethnic and national identity, were
close friends of the family. Unlike Tornquist andrigje y Born, this business group featured

more blurry boundaries, as it lacked a verticaldtire or holding and consisted of a network

2 Gilbert, op.cit., 2002; Jones - Lluch, op.cit.080
¥ Gilbert, op.cit., 2002.
31 Green - Laurent, op.cit., 1988
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of companies brought together by loose ties, shstiezkholders and interlocked directorates,
and strong personal links among shareholders amageas. The center of the network was
held by Banco de Italia y Rio de la Plata (in whisbk part the Devoto brothers and their
partners at other ventures) and Devoto y Cia. f@emy owned by Antonio Devoto and his
siblings). Around these two core, strongly conngdtesinesses, a number of companies in
several sectors operated. In turn, group membecdved around Antonio Devott.Some
companies were solely owned by the Devoto brot{izesoto y Cia., rural establishments
and real estate outfits), while, in others, the @es held the controlling interest and engaged
a small group of Italian businessmen and managesame ventures, like Banco de ltalia y
Rio de la Plata, and Compaifiia italo Argentina @etitidad, they partnered with European
investors and other Italian businessmen who hdkkdetown in Argentina. The Devoto
brothers, their partners and professional managamstly Italian- managed the group’s
companies. Intertwining stockholders and board memitvas a common practice in this
group as in the other two described abdVe.

Fifth, all business groups built and managed companadaigely proved competitive in
their respective industries. The information aua@éeon the firms controlled by these groups
reveal that lofty investments were made on techyobnd management. While Argentina’s
food industry enjoyed comparative advantages, atberestic industries, like match
manufacturing or steel, lacked any advantagesddiitian to investing in cutting-edge
equipment, these firms hired mostly foreign prof@sal technicians who served in more than
one company at a time. They also acquired foreaanis both for product and process
technologies, paying royalties or partnering witirdpean companies.

Not all ventures initiated by business groups tdroet to be profitable, even with world-
class technologies and management. For examplaqiiist's Refineria Argentina, oversized
for local market requirements, and Devoto’s Frifjooi Argentino, unable to compete with
English and American meat packers, both faifelor most business groups, investment
diversification provided a means to offset losssshusinesses yielding more profits (like
trade and real estate ventures) helped suppoerlpssfitable ones.

Sixth, while group venture success rode largely on thesabss groups’ competitive
capability, political contacts and advantages mediby Argentina’s institutional setting

were also used to bolster market positioning. énagricultural export booming years,

32 Barbero, op.cit., 2006

¥ Barbero, op.cit., 2006

34 Guy, op.cit., 1988; Scarzanella, op.cit., 1983;08e0, op.cit., 2006.
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Argentina’s economy remained open and deregulati¢d,a decisive role played by foreign
investment and no specific state policies intertdedvor domestic companies, except in the
sugar and wine industries. The lack of restrictifumdoreign capital operation proved
beneficial for these three groups discussed hera rasult of their close ties to investors
abroad. Groups also benefited from the absenag@julatory framework restraining
conglomerates or business concentration. In gradirtg, the lack of public policies —for
instance, to build a silo network to allow farmerystore their crops- gave large trading
companies great leverage. While Argentine fees Wwigte by international standards, mostly
as a result of taxes, this stage ending in World Wias characterized not only by a lack of
industrial policies but also by the similarly paggdwth of both domestic industries and
manufactured goods’ impori3lt is safe to say that, in general, business gsaalied largely
on their political contacts and their leaders’ diag in the local society to lobby in favor of

policies that contribute to their businesses.

[ll. Business Groups’ interwar period track record (1914-1945)

Like all other countries involved in the world matkArgentina was deeply shaken by the
external shocks caused by World War |, the Gregatr&ssion and World War Il. In a far
more complex world setting, the economy became mosed than in preceding decades,
with restricted foreign investment flows and dwindlimmigration. Economic growth rates
slowed down, and manufacturing turned into the rdgamic productive sector, outdoing
agribusiness. While it was not until the early 194fat industrial policies came into force,
starting in 1930, both overall economic conditiansl state policies (exchange control, tariff
raises) led local production to quickly substittdemanufactured good imports.

No new business groups emerged in this new setiirtgexisting groups expand&iwhile
institutional voids and market imperfections renegiff some of the circumstances that had
favored the emergence of these groups —primahgir possibility to work closely with

European partners- disappeared and were not falldoyanew conditions that promoted the

% Diaz Alejandro, Carlo€nsayos sobre la historia econémica argentitvmorrortu: Buenos Aires, 1975.
% |In addition to the three groups considered héeejriterwar period saw quick integration and diifiexstion
from Alpargatas, the largest canvas footwear manufar since the late f'&entury. This group gradually
expanded into the textile industry and other typieshoes (Gutiérrez - Korol, op.cit., 1988.).
37 Argentina’s financial sector became more regulafiéet the creation of its Central Bank and thecemant of
a new banking law in 1935, but, since 1929, the adlinternal savings and local banks grew decisivese
banks were more fragile and conservative than the#ign counterparts, which limited their accesfong-
term credit. Many of them were severely hit by @reat Depression (Della Paolera, Gerardo - Tap@n
(eds.),A new economic history of Argentif@dambridge University Press: Cambridge, 2003) efitipa’s
capital market remained weak —more so after 192&d@shura - Zarazaga, op.cit., 2003).
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creation of new groups. In the 1914-1945 period,abmposition of the segment of large
companies operating in Argentina changed graduadlyg result of new, large state-owned
companies, the arrival of multinationals’ affiliateand the inception of some domestic
private companies that expanded rapidly, seizingidant positions in several industries
(metal mechanics, steel, cemefitfinally, business groups created before 1914grkso>°
The three groups analyzed in the preceding seetipanded their industrial investments
intended to supply to Argentina’s domestic marksjntaining their holding scheme and
ranking among large local companies. Bunge y Baaa thie most active group, as its
manufacturing operations gathered momentum in #3804, when its core business —grain
trading- was severely stricken by dropping excharagel international prices as well as by
greater State intervention, which curtailed lamgeling companies’ leeway. This business
group diversified into food production while seakimew product markets, like the textile
and chemical industries (paints, synthetic fibergustrial inputs¥? Its industrial investments
implied both integration and related diversificatiorocesses. For more technologically
complex operations that strayed farther from ite @apabilities, like chemical industry
ventures, Bunge y Born built alliances with forefgms (ICI and Dupontf! The group’s
industrial companies ranked among the largest maypetheir respective fields, remaining at
the top until the late 2bcentury, when it got rid of them as part of a masturnaround. In
the interwar period, Bunge y Born also increasgthiternational operations in South
American countries, with new investments in Bréails, textiles), Uruguay (oils,
chemicals), and Peru (trade, financing, flour indgs Throughout this period, the group
continued to be a part of Bunge’s internationalitess network, but the Argentine affiliate
and its operations in South America increasingbktthe spotlight after Eduard Bunge died
in Antwerp in 1927. New international market corahs brought on by the 1930s and World
War II's onset stressed the autonomy of the groGp'sth American branch, growingly

focused in industrial operations, and bore direaf on Bunge’s European companies.

3 Some companies created in this period later betarsiaess groups, as they embarked on diversiizati
processes. The question remains whether SIAM, almegchanical company created a few years befere th
war that showed strong growth since the 1920s,aNassiness group or not, as it included severapeoies,
but its investments focused on a single industry.
391t should be noted that, between 1920 and 194% the Great Depression through World War I, a
significant number of small and medium-sized congmemerged, particularly in the textile and light
mechanical industries.
“0 Green - Laurent, op.cit., 1988; Schvarzer, op.t@89.
“1 Schvarzer, op.cit.,1989.
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Bunge y Born’s controlling interest continued i tands of its four founding families, with
the Hirschs and the Borns taking one more centtesf?

The Tornquist group also adjusted to the new economic and institutiooaditions. During
the interwar period, it went on diversifying itsse@stments, although the number of
companies incorporated in those years was smkllgely as a result of dwindling outside
funding availability and because the group’s finahbusinesses were severely compromised
during the Great Depression. This forced the gtougduce its investments, shrinking some
operations and liquidating some as$éfshe group focused on real estate and industrial
operations (steel, food, toiletries, cement, @iljhis period. For some of its manufacturing
ventures, the Tornquists partnered with foreign ganies that brought their funding and
know-how —Luxembourg’s Arbed Group joined it to llUTAMET, a steel company, while
Colgate Palmolive made a joint venture with Comaafd Productos ConéhBetween 1919
and 1928, ten new companies were created to ogartte industrial, agribusiness and
service sectors, but some were also liquidatedusectneir lifecycle had come to an end
(quebrachoa tropical tree wood) or they had proven unpabfie (oil)*°

Ernesto Tornquist died in 1908, and, as notedexahis son Carlos served as chairman from
1913 through 1953, successfully retaining groudéeship for the family’s second
generation. While Tornquist group gradually losha@wmism after its founder’s death, it did
manage to keep its standing as a major local bssigeup, with some of its companies
dominating their respective markets. In any casegsWorld War I, its role as intermediary
for investors based in Antwerp and other Europé@esaeclined, and the group grew
increasingly dependent on its own ability to creatources and to access credit or state
support.

TheDevotogroup underwent significant changes after Antonio Delgotiemise in 1916, as
his role was instrumental for an investors’ netwankd its businesses ceased to be
immediately associated with its original name. Assult of an integration and

diversification process at one of its companiean@afiia General de Fosforos, the group

2 Hoste, op. cit., 2006.
3 Gilbert, op. cit., 2003.
* Gilbert, op. cit., 2003; Phelps, Dudldyigration of Industry to South AmerickcGraw-Hill: New York,
1936.
* Gilbert, op.cit., 2003.
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reorganized itself under the Fabril o Fabril Firieresnamé'® with close ties to Banco de
ltalia y Rio de la Plata and other companies wBeneoto had originally been involvéd.
Compaiiia General de Fosforos (CGF) had been creald89, after the Devotos joined
other sector businessmen who needed more cagstaitégration process started early, as,
by 1914, the company already owned printing workshend a paper factory. During the
Great War, it began to produce chemical supplied,itmoved into the cotton textile
industry in the 1920s. CGF also crossed internatibarders early on, building a match
factory and a printing workshop in Uruguay. In 192%ew holding, Compariia General
Fabril Financiera was created to control the greygaiper, textile and printing industry
ventures and to shed its original match manufaegupiant?®

Over the next fifteen years, Grupo Fabril continoedts integration and diversification path,
propelled by import substitution and sourcing @difliies caused by the Depression and
World War 1. Its investments included paper, cheahitextile, publishing and industrial
machinery ventures. The group also invested inestte and other, unrelated busine&ses.
Grupo Fabril's ownership was shared by a largerbemof stockholders, while a team of
professional managers oversaw its management, hhidagoto family members and trusted
friends were also involved as partners and managbesgroup’s ties to Banco de Italia 'y
Rio de la Plata, one of Argentina’s strongest pe\mnks, guaranteed its access to funding.
In short, the interwar period did not drive the egemce of new diversified business groups.
Rather, it fueled the expansion of existing ond® World’'s economy was besieged by
strong shocks, and Argentina’s economy closed @ladunindering the emergence of new
groups linked to investors abroad. The State dipnosue any industrial policies nor did it
take any steps to promote the creation of largesrdified domestic companies. At the same
time, local and international conditions offereavr@pportunities for manufacturing
operations as part of an import-substitution indatization framework. The three groups
studied here continued to diversify its investmgntsv focusing more on industrial
endeavors. Their trajectories grew further apara eesult of tangible and intangible assets
created both before World War | and during therimée period. Bunge y Born moved

forward on its internationalization process, wikibgril zeroed in on the local market and

“6 Later, also known as Celulosa (Azpiazu, Danieasialdo, Eduardo - Khavisse, Migugl,nuevo poder
econémico en la Argentina de los afios IB8gasa: Buenos Aires, 1986).
" Barbero, op.cit., 2000.
“8 Barbero, op.cit., 2000. A new paper manufactufirmg, La Papelera Argentina, was created after ingrg
with two other companies.
9 Barbero, op.cit., 2001.
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industrial operations, and Tornquist became morerdified but lost some of its earlier

dynamism.

IV. Business Groups in the 1945-1990 Period —Incunelnts and Newcomers
Encompassing the 1945-1990 period in a single@eaotiay spark some debate. Primary
objections would argue that, starting in the midd® economic conditions shifted both
internationally, with the end of the second postprasperity, and domestically, as a result of
policy changes that embodied a first attempt ahopss and deregulation in 1976-1981, after
the March 1976 military coup. However, a look & tbcal setting reveals that such an
attempt was not only short-lived but also limitadnany ways. At the same time, in the
study of these business groups’ development, tyemes show enough coherence to warrant
their grouping in a single period —an approach sueg as well by an outstanding Argentine
historian°

This period is far more complex and multifaceteahtfiormer ones, and its traits prove harder
to summarize. From the point of view of economid@enance, a first period, spanning from
1945 through 1974, was marked by rather remarlkgtoleth, albeit at lower rates than
international averages. A second period, from 187890, was characterized by a GDP
drop at a yearly 1.3% raté Argentina underwent periodical crises, with higfidtion rates
since the late 1940s until the hyperinflation peak$989 and 1990. As regards economic
policies, the country alternated between populistelopment, Keynesian and liberal
policies, with orthodox and heterodox stabilizatprograms. Constant changes in the rules
of the game derived from severe underlying politacad social conflicts, reflected on a
succession of opposing civilian and military goveamts. Companies operated in a volatile
setting that escalated in violence over 1970s.

Against this backdrop of institutional uncertaiatyd macroeconomic instability, however,
some consistencies may be found. Firstly, Argefgieaonomy maintained low openness
levels, even during the second half of the 197#0s)gh it did become more open between
1977 and 198%% Secondly, industrial support lay as the corneesmimost economic

%0 Tulio Halperin Donghi has characterized the 19@89lperiod as “Peronist Argentina” (Halperin Doingh
Tulio, La larga agonia de la Argentina peronistariel: Buenos Aires, 1994).
*1 Maddison, Angus,.a economia mundial, Anélisis y estadistj@@EDE: Paris, 1997.
*2|n the three-year period between 1973 and 197§ertina’s economy openness index stood at 16.6itand
climbed to 20.4 in 1976-78, only to drop again F08lin 1978-81 (Berlinski, Julio, “Internationalratie and
Commercial Policy”, in Della Paolera, G. - Taylétan (Eds.),The New Economic History of Argentjna
Cambridge University Press: Cambridge, 2003, pg-215).
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policies enforced since 1943 until 1975, transtatirio high tariffs public credit, interest
rate regulation, multiple exchange rates, expadsvdacks, sector and regional promotion
programs, and State purchases to domestic comp&tasng in 1976, industrialization
ceased to be a top priority for public policiest most legacy promotion programs remained
in place or were expanded.

Beyond the public policies fostering industrialinat Argentina’s pervasive economic
instability and many of its institutional traitsnidiered the emergence, survival and
development of new companies. Despite the creafti@anbanking institution for industrial
loans, Banco de Crédito Industrial, in 1944 andiiscessor, Banco Nacional de Desarrollo
(BANADE) in 1969, access to funding continued tarestricted for small and medium-sized
manufacturing compani€s The capital market remained weak and, for the pagtt was
deeply affected by local volatility and incertitude the early 1990s, nearly all domestic
large private companies in Argentina were still iigrowned businesse¥.In some aspects,
Argentina’s institutional setting worsened durihg second post-war period, as a result of its
political turmoil; its increased violence since thte 1960s; the lack of an independent
judiciary, a professional Congress and a professistate bureaucracy, among other
reasons>

Until the late 1960s, there were no explicit sfaabcies favoring the creation of new
diversified business groups. During the Peroniaty€1946-1955), the government primarily
supported state-owned large companies. Some existisiness groups —notably Bunge y
Born and Bemberg- were subject to hostility, wintkers benefited from industry-supporting
policies. Most of the new groups that emerged énsticond half of the #acentury dated

from the 1940s and 1950, but they did not origirsst€onglomerates but as medium-sized

%3 Rougier, Marcelolndustria, finanzas e instituciones en la Argentiba experiencia del Banco Nacional de
Desarrollo. 1967-19768Jniversidad Nacional de Quilmes: Bernal, 2004.
¥ Schvarzer, Jorge “Grandes grupos econémicos Argkntina. Formas de propiedad y l6gicas de expahsi
in Bustos, Pablo (Comp.Mas alla de la estabilidad-undacion Friedrich Ebert: Buenos Aires, 1995,1131 -
158; Bisang, Roberto, “Perfil tecno-productivo de grupos econémicos en la industria argentinaKaitz,
Jorge (Ed.)Estabilizacion macroeconomica, reforma estructyrabmportamiento industriaCEPAL/
Alianza: Buenos Aires, 1996, pp. 391-393.
%5 gpiller, Pablo - Tommasi, Mariano, “Political litstions, Policymaking Processes and Policy Outcoine
Argentina”, in Stein, Ernesto - Tommasi, Marian@$B, Policymaking in Latin America. How Politics Shapes
Policies,Inter-American Development Bank/David Rockefellen@r for Latin American Studies, Harvard
University: Washington, 2007, pp. 69-110; Berenszt8ergio - Spector, Horacio, “Business, Governtnaind
Law”, ien Della Paolera, Gerardo - Taylor, Alan §5dThe New Economic History of Argentjt@ambridge
University Press: Cambridge, 2003, pp. 324-368.
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companies that later expanded, with gradual integrand/or diversification, becoming full-
fledged business groups in the 1970s.

From the late 1950s through the late 1960s, in@digtolicies particularly favored foreign
companies. After this period, the State starteslfgport large domestic companies to drive
them to invest in basic industries (cellulose aapgy paste, oil, aluminum, steel) and other
operations (agribusiness, fishing, ship-building)nteans of special sector programs and
preferential access to BANADE loans as well asiternational loans with government
support (mainly, through the International FinaQmeporation). A few years earlier, the first
regional promotion program had been launched, ioffeiax benefits to companies settling
down in provinces that needed a more dynamic ecgrawen in very mature industries,
like the textile or food sectors. These promotiohqies for domestic companies initiated by
a nationalist military government in 1970 were lered by the 1973-1976 Peronist
administration and the new military regime setm976. This government, despite its pro-
market orientation, completed most of the indusigcific projects in place and launched
new regional promotion programsThese steps, added to intense State involveméntyas
(before and after 1976) and the withdrawal of fgnetompanies’ affiliates in the 1970s (as a
result of an international crisis and local econoohianges), contributed to strengthening
some existing business groups (Bunge y Born, H&letilllosa, Alpargatas) as well as to the
creation of new diversified groups (Techint, Fata&k, Arcor, Bridas, Pérez Companc,
Pescarmona, Roggio, SOCMA). By the early 1980garate rankings showed the inception
and rise of domestic business groups, althoughtaiegentina’s economic instability, they
also proved the demise or downturn of othérs.

These phenomena continued over the 1980s, as somesgvere besieged by adverse
macroeconomic conditions (e.g., Celulosa) whileeththrived and expanded (Arcor, Bridas,
Pérez Companc, Pescarmona, Roggio, Bunge y Bopar@dtas), favored by several state

policies, including private external debt natiomation and broadened regional promotion

%5 Such was the case of Techint, Fate/Aluar, Arcoidds, Pérez Companc, Clarin y SOCMA. Some of these
business groups had been formed over earlier dechdethey had grown very slowly (Sociedad Conagiabél
Plata, Roggio), and some even stopped operatingtie, like Pescarmona. Others had a more regimuals.
" Schvarzer, Jorge, “Estrategia industrial y graretepresas. El caso argentino” Desarrollo Econémicp
October-December 1978, vol. 18, n. 71, pp.307-3&d, Schvarzer, Jorge, “Expansion, maduracion y
perspectivas de las ramas basicas de procesosngluddria argentina. Una mirada ex post desdeda@mia
politica”, in Desarrollo EconémicpOctober-December 199%ol. 33, n. 131, pp. 377-422.
8 Schvarzer, Jorge, “Cambios en el liderazgo inéhistn el periodo de Martinez de Hoz” Dresarrollo
Econdmice October-December 198%ol. 23, n. 91, pp. 395-422.
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programs.’ At the same time, the most dynamic domestic bssigeoups bolstered their
competitive capabilities (Techint, Arcor, Pescaramdrate/Aluar) and turned to foreign
markets with exports or direct investments. In\gesely critical setting, diversification was
also used as a strategy to mitigate risks.

While, since the 1980s, several contributions amnt@mporary Argentine business groups
have been published, there is still no databagsetbaides a complete list of groups or the
necessary information to characterize them in tevhikeir size, diversification scope, and
ownership and management scheffi&ased on Roberto Bisang’s works (1998, 1999), the
chart below has been drafted to include major gified groups created before 1990 and still

operational halfway through that dec&de.
Here Table n°1

As shown above, this universe is much more hetemgées than that of traditional groups,
which, except for Bunge y Born and Bemberg, haweaaly vanished. We will now look
briefly at the oldest groups that we have been toang. Later, we will focus on the most

salient features of newer Argentine business groups

Traditional business groups

As noted earlielBunge y Bornwas severely damaged by Perén’s presidential
administrations. In 1946, the international tradéonalization left this group out of grain
trading operations, and the group’s investmenteein industrial companies were very

limited in this period. To compensate, Bunge y Bioreased its operations in Brazil and

%9 Bisang, Roberto, “La estructura y dinAmica declmsglomerados econémicos en la Argentina”, in Peres
Wilson (coord.)Grandes empresas y grupos industriales latinoaraes Siglo XXI/CEPAL: Mexico, 1999,
pp. 81-154.
% Among general works written on groups after 138@ Acevedo, Manuel - Basualdo, Eduardo - Khayisse
Miguel, Quién es quién? Los duefios del poder econémica(irg, 1973-1987Editora 12/Pensamiento
Juridico: 1990; Azpiazu, Basualdo - Khavisse, ¢p.tB86; Bisang, op.cit., 1996 and op.cit, 1998aBg,
Roberto,Los conglomerados econémicos en la Argentina: odgey evolucion recient&niversidad de
General Sarmiento, Instituto de Industria: San Migti998, Working Paper Nbr. 11; Carrera - Mesqulita
Perkins - Vassolo , op.cit., 2003; Fracchia - MésquQuiroga, op.cit., 2010, and Schvarzer, op.tR83 and
1995.
®1 Bisang records forty groups in his list. Somehefm feature significant differences in size ancdiification
scope. Our chart excludes groups created as of, §889ps with annual revenues below US$ 350 millad
groups with low diversification levels. We haveeszéd 18 of the 40 initial groups. While this lisay be
biased by involvement in the 1990s’ privatizatiahgearly matches the list of major groups activéhe 1980s
elaborated by Acevedo et al (op.cit., 1990), basethe number of controlled companies. This lisbal
resembles the list crafted by Carrera et al. (p2003) for 1997. In any case, further revieweiguired, along
with the clarification of boundaries separatingibass groups from other organizational forms.
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Peru. After the fall of Peronism, the group started ventures, particularly in the chemical
industry (partnering with German companies), anghexled the facilities of its other food,
textile and paint companies, diversifying and iméigg its operations in those industries. In
1975, five Bunge y Born companies ranked among #trga’s largest privately-owned
industrial firms, placing the group at the top @fadl business groups. Its investments in new
product lines had materialized as a result of péaapansion and building as well as company
acquisitions, using, in some cases, industry agibmnal promotion progrants.

An event that took place in 1974 clearly reveals hegardless of promotion programs, local
instability and political violence impacted busiaggoups’ operations. Brothers Jorge and
Juan Born, sons of Bunge y Born’s chairman, wededpped by Montoneros guerrilla
members, who demanded a hefty ransom (US$ 60 mjiffar their releas®® The ransom

was paid, and both hostages were freed, but, fr@m dn, owner families’ members moved
to Europe and Brazil, where group operations ha lexpanding since 1945, as noted
earlier. While, for all legal intents and purpogig group’s management remained in
Buenos Aires, its headquarters relocated to SawPhafter 1976, Bunge y Born restarted
its investments in Argentina, broadening its diffexgtion into oil and petrochemicals,
exploiting state promotion mechanisms. In the 198@sgroup continued to top domestic
business group rankings, but, by then, its operatio both Brazil and the United States had
gathered momentum. When Carlos Menem took overessdent in 1989, he invited Bunge
y Born’s senior managers to manage the nation’sstnof Economy. The group accepted
the offer, but its short-lived administration provensatisfactory and created inner tension. In
the 1990s, Bunge y Born sold its manufacturing cammgs in Argentina, focusing its
operations on agribusiness under the Bunge Argemime (grain and fertilizer production,
byproduct manufacturing for exporfS)Finally, in 1999, the group’s headquarters mowed t
the United States, though the company was fornmadigrporated in Bermuda as Bunge
International.

The Tornquist Group continued building new companies until the late(96albeit a

slower pace than before 1929. During the Perodistiastration, the group benefited from
state loans and other industry-supporting polidiasthe mid 1950s, Tornquist owned 17

companies —eight of them in manufacturing industrie the 1960s, group investments

2 Green - Laurent, op.cit. , 1988; Schvarzer, op,dif83 y 1989.
% In 1979, Francisco Soldati, chairman of Socie@achercial del Plata, another expanding businesaspgro
was murdered by Montoneros guerrillas.
% Green and Laurent (op.cit., 1988, p.113) statettteagroup’s headquarters was moved to Brazil.
% www.bungeargentina.com
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turned to the financial sector, recapturing corstatiroad® Carlos Tornquist’s death in 1953
was a severe blow for the group. By then, the fgmthird generation was taking over the
group’s management, with family rifts that evenly#dd to the 1975 acquisition of
Compaiiia Tornquist and its affiliates by a Frengsitess group associated with a local
businessmaf’

After the war,Grupo Fabril continued to grow, diversifying and integratingafserations.
The group’s relations with the Peronist adminigtraproved uneasy, as the government
seized one of its companies, but, for the most ganmanufacturing firms benefited from
expanded consumption and industry protection psidBy 1965, Grupo Fabril owned 19
companies that operated in the paper, textile, adanlight machinery and publishing
industries. The group also held interests in niheocompanies in other industrf&s.
Celulosa S.A., an industry leader by then (aftergimg with Papelera Argentina in 1965),
received significant public loan support sincedhey 1970s to develop large cellulose and
paper pulp projects, ranking second among Argeistiaage private industrial companies in
1975°%° However, the company suffered greatly as a resutie economic opening first and
the 1980s crisis after that. Its high indebted@essaell as its ownership and management
changes compounded its distress until, in 1991ylGsh S.A. was purchased by Citibank for
debt capitalization. Its new owners shut down ofteolacilities, sold off assets in associated
companies (publishing house, print shop and chdrpiaat) and concentrated on the paper
industry but failed to recover its earlier lead@rsfi Meanwhile, Banco de Italia y Rio de la
Plata, managed since 1978 by a new controllingmgraas eventually intervened by

Argentina’s Central Bank in 1985 and later sol@®&mca Nazionale del Lavord.

New business groups

As noted earlier, since the mid 1900s, new compagneerged, laying the groundwork for
future business groups. Since the 1970s, theseggrmyps started to rank among Argentina’s
top one hundred industrial companies and continaggow strongly throughout the 1980s.
As a share of them increased both their revenugsrennumber of firms they controlled,

they entered into new product markets and expataletarkets abroad. These new groups

% Gilbert, op.cit. , 2003.

®7 Gilbert, op.cit. , 2004.

% Barbero, op.cit. , 2001.

% Schvarzer, op.cit. , 1978.

0 Bisang, op.cit. , 1998; Schvarzer, op.cit. , 1993.

" Quintela, RobertcCrisis bancarias y corrupcigrDunken: Buenos Aires, 2005.
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were far more multifarious than their predecesddisst had originated in the 1940s and
1950s and had gradually turned into groups, staitithe 196042 While they had largely
started off as industrial companies, several begamnating in the transportation,
construction, engineering or trade businessesr Bimas also varied, as well as their
diversification levels, as groups with unrelatededsification and a large number of
controlled companies coexisted with other groupsuieng related diversification and a

lower number of controlled firm$.

Another significant difference separating older aetver business groups was the latter’s
higher volatility and turnover. Traditional groupad managed to adjust to the transition from
agribusiness exports to the import substitution) wrale many of the new groups (most of
the largest ones) continued to operate and expaigkathe 1990s’ pro-market reforms and
the new opportunities brought by privatizationswdger, a relevant segment, consisting
mostly of smaller business groups, had a short3itene went bankrupt or ostensibly weaker
in the 1980s, while others disappeared or shramieri990s, purchased by foreign firms or
seeking greater specialization and selling a sbtleeir assets. The 2001-2002 downturn —
Argentina’s most severe contemporary crisis- deaffgcted both traditional and newer
groups with outstanding performance over recenadies. Some of these groups were
acquired by foreign companies in the 2000s (Acindrargatas, Fortabat, Quilmes), and
others embarked on massive turnaround processksg art of their companies (Pérez
Companc, SOCMA, Roggio, Comercial del Plata). Byehd of the new century’s first
decade, only nine of the 18 groups in Chart 1 fadicued to expand while keeping their
core businesses. At the same time, new conglonsenat emerged since 1990s —some short-
lived and others with a longer lifesp&h.

Recent case studies on three new groups born bE38@and included in our list —Techint,
Arcor y Pescarmona- that continued to grow subistiéyntlso shed more light on the
environmental reasons leading to the creation sirf@ss groups as well as on their
characteristics and strategifédechint was founded in 1947 by Agostino Rocca, an ltalian
steel engineer with a noted track record as putéinager in Italy in the 19268 When the

2\ery few companies created in or after the 1966sed into business groups before 1990. See Frethil,

op.cit. , 2010.

"3 Distinction between groups with related and unieglaliversification made by Carrera et.al., op,c003;

definition based on the number of controlled congmmade by Acevedo et al., op.cit. , 1990.

" For more on groups after the 1990s, see Fracthig, ®p.cit. , 2010 and Carrera et al., op.c20Q7.

> Pescarmona had to sell a telecom company it hatifed in 1990.

® The primary source used for Techint include Casttaudio, “De la industrializacién tardia eurogeia

sustitucién de importaciones latinoamericana: AgosRocca y los primeros afios de la Organizacidhifg,
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war was over, Rocca founded an engineering firncljirg) in Milan and emigrated to
Argentina, where he resided until his death in 1978 1947, he created a Techint affiliate
in Buenos Aires, which became the company’s heatlepga During the Peronist period, this
firm carried out engineering projects in Argentarad other Latin American countries
(Brazil, Peru, Uruguay, Chile, Mexico, El Salvadatijh government contracts. At the same
time, he started developing industry ventures to®its projects. In the late 1940s and early
1950s, he built a metallic construction companyn(@tarsa), a roof tile and ceramic block
manufacturing firm (LOSA) and seamless steel tubes manufacturing company (Bidén
the 1960s, the group continued integrating andrdifséng, adding a laminating company
(Propulsora Siderurgica), and, in the 1970s, the factory started to produce steel with the
direct reduction system, completing its integratiStarting in the 1960s, Techint began to
export seamless tubes —an operation that gathesatentum in the 1980s, as the company
established sales offices abroad and its intemmalti@venues accounted for an increasing
share of its overall sales (75% at decade’s &htie company continued to expand over the
next decade, with the acquisition of two formetigte-owned companies -SOMISA (steel)
and SIAT (welded steel tubes). In the 1990s, Teaahioved further along its diversification
plans, participating in other privatizations (trpogation, energy, telecommunications), but,
in the 2000s, it withdrew from some of these congmrefocusing on steel operations,
capital goods’ manufacturing and energy (oil ans) §&Simultaneously, in the 1990s,
Techint had embarked on a production internatiaatibn process that gradually turned it
into a global outfit, the largest Argentine multioaal, with US$ 17.406 billion in assets
abroad by 200&° In the 1990-2007 period, the group acquired sessrtlebe manufacturing
companies in Mexico, ltaly, Japan, Canada, VeneziBehzil, the U.S. and Rumariias

1946-1954", inCiclos 2003, v. XIIl, n. 25-26, pp. 119-144; Castro, @i, “Un nuevo actor siderurgico en la
Argentina de postguerra: el grupo Techint”, in ReugMarcelo (Dir.),Politicas de promocién y estrategias
empresariales en la industria argentina, 1950-198@iciones Cooperativas: Buenos Aires, 2007; Gastr
Claudio, “Una multinacional dirigida desde BuendseA. La internacionalizacién temprana de TecHiat6-
1976” in Guajardo, Guillermo (coordIpnovacion y empresa. Estudios histéricos de Médspafia y
América Lating UNAM/Fundacién Gas Natural: Mexico, 2008. On Ajos Rocca’s life, see Offeddu, Luigi,
La sfida dell'acciaio.Vita di Agostino Rocclarsilio: Venezia, 1984. See also Lussana, Qaadltd.),Techint
1945-1980. Origini e sviluppo di un’impresa intemi@nale Fondazione Dalmine: Dalmine, 2005, and
Artopoulos, Alejandro, “Sociedad del conocimientoArgentina: el caso de una empresa-red: Tenanis”,
REDES. Revista de Estudios Sociales de la CieMag 2009, vol.15, n. 29, Buenos Aires, pp. 2486)23s
well as Techint companies’ websites.

" Offedu, op.cit. , 1984.

'8 Castro, op.cit. , 2008.

9 Bisang, op.cit. , 1998, andww.techint.com

8 prosperAr - Vale Columbia Center Survey of ArgeatMultinationals,
http://vce.columbia.edu/projects/documents/EMGPehtina-Report-2009-FINAL_000.pdf

81 Artopoulos, op. cit., 2009.
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well as steel companies in Venezuela and Mexidegnating its operations internationally,
too.

Since the 1950s, Techint adopted a group struatmeer the Organizacién Techint name,
combining its engineering operations with indusfpi@duction to source its construction
projects (roads, bridges, oil and gas pipelinesjgodines, oil drilling, port facilities,

industrial compounds). This was primarily an ineggm and related diversification process,
although the group also owned a financial comp&anta Maria, created in 1948 to support
group operations) and ventures in other industfiéistegration came as a result of the lack of
local suppliers as well as the desire to free t@gfrom monopolizing vendors (state-
owned SOMISA dominated local steel production). §hmup’s integration drive was also
propelled by the advantages provided by controiegeral production phases and supplying
different markets, as well as Techint’s abilityoaild new companies with multiple partners.
Until the 1990s, the group incorporated new comgegby creating them, while, after that, it
largely acquired firms both in Argentina and abrd@tup expansion efforts hinged on three
pillars: first, the existence of an internationatwork closely linking Techint Argentina and
Techint Milano; second, the development of competitapabilities through ongoing
investments on production, management, and knowledgation, and, third, Argentina’s
state support via protection, loan and industrymgtion policies, as well as government
contracts and purchases.

As regards the first of these expansion cornerstdtginternational network, Techint
resembles export-led Argentina groups, with anegméneurial engineer who settled down in
Argentina, putting his vast steel knowledge andeeigmce to work, supported by a numerous
group of engineers and technicians who had work#édwm back in Italy. Also, Techint’s
strong ties with Italy supported a collaboratiommatggy, with the Italian affiliate assuming a
large share of technical responsibilities and ftgehtine counterpart securing contracts,
training engineers and technicians, and manufagunidustrial good&® In time, the Italian
site’s role became less strategic, but it wasumséntal at first. When Techint moved

forward in its productive internationalization pess, starting in the 1990s, it also began to

operate as a network compatly.

82 Castro, op cit. , 2003, pp.131-132.
8 Castro, op.cit. , 2008. Assumptions have been rahdat the role played by Italian investors in Tieth
operations, but they have not been substantiatddewvidence.
8 Artopoulos, op.cit. , 2009.
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To develop its competencies, Techint initially edlion Agostino Rocca’s business acumen
and his collaborators’ expertise while investingstantly in human resources’ training and
innovation drive®® Early internationalization in its engineering apeaved the way to
subsequent industrial internationalization —filsbugh exports and, later, via direct
investments, acquiring first-hand knowledge on reteland embarking on technical and
managerial learning proces$8s.

Finally, Techint’s relationship with the State peovinstrumental both for its engineering
operations as well as for its industrial compani&svernment contracts, as early as 1947,
largely supported the group’s expansion, partitylarperiods featuring heavy investments
on public works. Techint’s industrial companies éf@ed from the host of existing

protection policies —tariffs, state loans, guarast® secure loans abroad, state funding, steel
industry promotion programs, State purchases, le&d 982 private external debt
nationalization. At the same time, industrial pigigcenforced since the 1940s increased the
demand for goods produced by Techint until the d®@d0s. It should be noted that Techint’s
dealings with the State were not always cordiaamse group projects (especially its plan to
build an integrated steel plant in the 1960s) rtreng resistance from Fabricaciones
Militares, a state-owned company that monopolizgdrpn production until the mid

1970s%” As Techint advanced its internationalization pesgét grew more independent of
local condition$?

Arcor was founded in 1951 as a small candy manufactu@ordoba, a province in
Argentina’s hinterland®’ Its founders belonged to four Italian-stock fagslfrom

neighboring towns in the so-called “Pampa Gringay,’area where European immigrants
settled down in the #ocentury (though the Paganis played a centralsiolee its inception).
Even as a startup, Arcor integrated its produdttoreduce transaction costs and to neutralize
glucose vendors’ opportunistic behavior, to oftbetlack of local supply (machinery,

electricity plant), or to control its value chatatdboard, paper, printing, flexible packaging).

#Seijo, Gustavo: La triple incertidumbre para la gestién de proysate innovacion” inBoletin Informativo
Techint 2008, n. 325, pp. 1-20.
8 Castro, op.cit., 2008.
8" Rougier, op.cit., 2004., Offedu, op.cit., 1984as€o, op.cit., 2008.
% |ts two leading companies, Tenaris and Terniumaghzeen listed at the New York Stock Exchange sinee
2000s.
8 This section on Arcor draws primarily from Kosag@ernardo - Forteza, Jorge - Barbero, Maria inés
Stengel, Alejandro - Porta, Fernan@obalizar desde Latinoamérica. El caso Arcbtc Graw Hill: Buenos
Aires, 2001 (Second updated edition: 2007), anderapecifically, from Barbero’s chapter on the 19990
period. See also Barbero, op.cit., 2006., and RempHernanl.a Fundacién Mediterranea y de cédmo construir
poder. La génesis de un proyecto hegemg@riteoreyra Editor: Cérdoba, 2000.
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It also integrated distribution operations earlyamal started to diversify its production in
order to broaden the assortment offered by itgiaffdistributors. As part of its

diversification efforts, Arcor was forced to staranufacturing chocolates and candy bars,
eventually moving on to other foods and alcohalggéneral, the company pursued an
integration and related diversification stratégit also invested in agribusiness and in other
industries that were not closely related to iteeamympetencies, like construction, machinery,
meat packing, and hotelSArcor furthered its backwards integration procesgroduce
farming supplies in the 1980s and 1990s (dairy fasugar mill’? As a result of its
diversification efforts and the creation of compenin several Argentine provinces,
leveraging regional promotion programs, by the &880s, Arcor owned 22 legally
independent companies in Argentina, plus its affis abroad® Most of these companies
were founded by Arcor, but the group also acqusmuie domestic and foreign firms.

In the 1960s, Arcor started exporting its produats] its exports grew over the 1970s (by
1991, its sales abroad accounted for 13% of itsmees)* The company initiated its
productive internationalization in the mid 1970%ssing national borders to Paraguay in
1976, Uruguay in 1980, Brazil in 1981, and Child$89. This trend continued in the 1990s
and 2000s (Peru, Mexico). Nowadays, Arcor is aifepérgentine multinational company,
ranking second with foreign assets totaling US$ ddlion, though still lagging far behind
the leader, Techint (with its US$ 17.406 billich).

Arcor’s expansion hinged on both the developmembaofpetitive advantages and the use of
all State-offered resources. To accomplish the éoritine group invested heavily and
constantly on production, distribution and manageimgpdating its equipment, developing
new products, making sizable investments in rebeand development, and partnering with
universities and multinational companies for sommguts?® At the same time, it built a
distribution network that gradually broadened tserage to service other Argentine regions,
as it streamlined its operating scheme and manageifige company also took advantage of
several protection and state support mechanismplaae in Argentina at the time. First,

Arcor benefited from the country’s low economic npess, which enabled it to integrate into

% Kosacoff et al., op.cit., 2001., Barbero, op.@006..
1 Kosacoff et al., op.cit., 2001., Barbero, op.@006..
92 \www.arcor.com.ar
% Kosacoff et al., op.cit., 2001.
% Kosacoff et al., op.cit., 2007., p.215.
% ProsperAr, op.cit., 2009.
% Barbero, op.cit., 2006..
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sectors where it had no experience or advantapaisol used state funding and guarantees to
secure loans abroad, as well as exports refundt&ngdadvantage of regional promotion
programs, it pursued geographic decentralizatioorbgting new firms, especially during the
1980s. Like most large companies, it benefited ftbennationalization of private foreign
debts in 1982. It should also be noted that Arcas wstrumental in the creation, in 1977, of
Fundacion Mediterranea, a local think-tank withagiebby leverage. One of its members,
Domingo Cavallo, served as Argentina’s Central Bargsident in 1982 and minister of
economy in the 1990s, driving the pro-market re®anacted by President Menem’s early
administratior?’

The Pescarmona Group(sometimes known a®PSA )% grew from a metal workshop
founded in 1907 in Mendoza, a Midwestern Argenpirevince, to manufacture goods
primarily intended for the winemaking industryofterated as such until the early 1940s
(though it remained closed between 1931 and 19@&)n it started to expand its operations,
serving as a supplier for both private and publajexts, industrial plants and army supplies.
In the 1970s, it initiated a process of strong gmvocusing on engineering projects,
hydroelectric power plants, equipment for primargustries, ports, nuclear and hydroelectric
plants, as well as factory construction. In theQ€9&he group began to expand
internationally with engineering projects, hydramiec power plants and port construction,
partnering with foreign companies and operatingdatin America, the United States and
China. It continued its diversification and intetinaalization process over the 1990s, and, in
2009, IMPSA already ranked third among ArgentingrLAmerican multinationals on
account of its assets abroad, valued at US$ 30didmiP

Starting in the 1970s, Pescarmona worked on twomaad complementary sectors:
engineering (project design and execution, hydaietepower plant management) and
equipment manufacturing for industries and othéwiies (ports, power plants). The group

diversified further in the 1980s, moving into insnce, environmental services (waste

® Ramirez, op.cit., 2000.

% IMPSA is the group’s leading company, specializimgngineering, power generation and equipment
manufacturing. This section on Pescarmona drawsgoily from Gutiérrez, Carlo$&D, Aprendizaje técnico-
organizacional y posicionamiento comercial. La fiedicion internacional en tecnologia hidroenergatate
una firma metalirgica argentina (1977-199hesis for the M.A. Program in Politics, Science drchnology
Management at the Centro de Estudios Avanzadosethidad de Buenos Aires: 2001, and Gutiérrez,08arl
“Atractivos y paradojas del éxito tecno industgalla periferia: el caso de una empresa transrelcmgentina
en ingenieria”, irCiclos 2003, n. 25-26, pp. 145-175; Walter, Jorge, “Modation sociale et innovation
technologique : un dilemme de l'industrialisatiogentine a la lumiére d’'un étude de cas'Cahiers de
'ORSTOM 1989, n. 8.
% ProsperAr, op.cit., 2009.
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collection and treatment), car spare parts, amgsprartation. Pescarmona also owns a winery
in Mendoza since 1928° The group’s diversification efforts served sevenaiposes. Its
insurance company provides services to the grazgigpanies, like its transportation
business. Its environmental service outfit bringshcflow, while its winery is embedded in
the family’s and the province’s cultural traditidn.the 1990s, Pescarmona chose to diversify
into telecommunications, starting a company calMESAT that eventually proved unable
to manage its indebtedness after the 2001-2002 amsl was transferred to its creditors,
who, in turn, sold it in 2006.

Like Techint and Arcor, IMPSA expanded as a restithe competitive capabilities it
developed from within and its access to resourcegiged by the State, constantly
intertwining both. Its growth in the 1940s and 19%@és closely tied to State demand, but, as
of the 1960s, Pescarmona started to invest incrg@assources on innovation and qualified
personnel recruiting and training. Building on th@spabilities, the group managed to
enhance its role as a large public works’ suppfighe second half of the 1970s, boosting its
know-how and competitiveness as a result of legrpnocesses involved in operations with
taxing quality requirements (especially for nuclpknt equipment) and joint projects with
foreign companies (acting as a minority partnet)th& same time, IMPSA strengthened its
engineering skill set, recruiting world-class pss®nals specializing in different fields of
expertise —many of them joining trainee progranreath. Relying on its newly acquired
capabilities, IMPSA was able to compete on inteomal markets since the early 1980s,
when Argentina’s public sector demand shrank. Galyespeaking, since its inception, the
group benefited from protection policies for thenamaking industry, implanted in the late
19" century, and a number of tariff, public credit atber government policies instituted in
the 1940s and already described here. Howevegrthg also experienced some tension
with the local government in the 1970s and 198@s public work project awards or
continuation.

As regards ownership and management schemes ttiesegroups started off as family
businesses and remain so to the present. While ebthe larger firms are listed on both
Argentine and foreign stock exchanges, foundinglfasn(Rocca, Pagani, Pescarmona) still
retain control of their respective business graagpsajority stockholders. In all of these
groups, successions from one generation to thehass been uneventful and led to
sustained or greater growth. Ethnic/national idgmtiayed a key cohesive role for both

19 Gutiérrez, op.cit., 2003.; www.pcgsite.com
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Techint and Arcor, with the former exploiting thiait also for its international contacts.
Techint started its operations with a combinatibprofessional management and family
presence in key positions, while Arcor and Pescaangyadually hired managers as family
members became more professional. As they grewramyd more diversified, these three
groups organized their holdings to control thempanies.

While significant differences separate these bssiggoups, they do share some traits. First,
they have predominantly pursued an integrationrataded diversification strategy, based on
engineering and/or industrial operations, althotigty have all invested in ventures outside
their core competencies. Two of these groups —heemd Pescarmona- have ventured into
the financial sector, while Arcor has not, but tinaye all enjoyed preferred access to credit.
Second, group ownership rests firmly on foundingifies, who also control and manage,
with outside professionals, the holdings that engass group companies. Third, all three
groups combined their access to State resourchghétdevelopment of competitive
advantages, which, in turn, enabled them to embarkarly expansion and
internationalization, not just surviving but thirg in a harsh macroeconomic and
institutional setting. Nonetheless, a remarkabifedince sets Techint apart from Arcor and
Pescarmona, bringing the former closer to busigesgps that emerged in Argentina’s
export led boom, while the latter two lacked a r@tspanning both sides of the Atlantic.
Group size also marks a difference between thesggr as Techint’s assets added up to a
total of US$ 20.651 billion in 2008, while Arcor@iMPSA lagged behind with US$ 1.341
billion and US$ 919, respectively*

Concluding remarks

Looking at major Argentine business groups over Jiédls, a number of generalizations
surface when their track records are compared.dRieg the parameters used as a basis to
elaborate this study, we shall first consider #it#irsgs where these groups emerged. Two
very different scenarios may be sketched: an er&aeday an open, deregulated economy
(1870-1914) and another period featuring a closet@nmy, with strong State support for
industrial operations (1960s-1980s). This findihgwd be highlighted, as some authfs
tend to associate a specific type of environmettt iusiness group emergence —with a

closed economy and public policies promoting dorogstvate companies, while a long-

191 prosperAr, op.cit., 2009.
192 For example, Guillen, op.cit., 2001.
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term view unveils a more complex scenario —mostiganse several major groups still
standing in the 1980s’ rankings originated befd@&4l In the period in between (1914-
1960), characterized by an increasingly closed exgrwith greater State intervention, no
new groups emerged, while existing groups expaadedther individual companies
became more integrated and diversified, turning groups as of the 1960s. This should also
be underscored, as current literature on Argergibasiness groups has argued that Peronism
favored their emergent®€ or that their prevalence in the local economytsthin the early
1950s%*

This finding poses two questions: why were busimggesps born in these periods? And why
did no groups emerge during the period in betw@dr&?answer to the first question is that
conditions involving institutional voids, imperfectarkets and favorable regulatory
frameworks (not penalizing conglomerate emergeseejn to have been in place in those
periods. However, the role of the State differeghtjy in both periods —aloof in the first and
actively engaged in the second. The first periaduieed the possibility to build strong ties
with foreign partners, using them to access sewamnds of resources (funding, know-how,
information, managers). This is a relevant issaat paved the way for a specific type of
business groups, with ramifications on both siddab® Atlantic and transnational traits that
have been largely neglected by existing literatAgea matter of fact, Techint displayed some
of those traits since the 1940s.

Concerning the period when the second generatidmgentine groups emerged, it should be
noted that, while state policies supporting indastcontinued in place since the 1940s until
the mid 1970s, they were combined with periodicales, high inflation rates and ongoing
changes in game rules and macroeconomic policlas.sltuation worsened from 1976
onwards, for institutional shifts became more isgerand crises, more severe. Political
changes could benefit or harm groups, dependirfgpanthey were perceived by new
administrations, while their relationships with palofficials were hindered by a constant
government turnover. Finally, as mentioned eartlex,1970s’ violence struck some of these
business groups directly. As a result, it is ctbat not only the role of the State but also
political turmoil and institutional uncertainty sid be factored in when considering business

groups’ performance and survival potential.

193 carrera et al., op.cit., 2003.
194 ewis, op.cit., 1992.
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Moreover, in Argentina, amidst that instabilityete were no consistent, pervasive policies
intended to build national champions or an effitigtate, endowed with a meritocratic
bureaucracy, as was the case in other, more stigkcesgerging economies. The State grew
larger, but both its knowledge to design adequatssrand its ability to enforce them did not
advance at par. These issues prove crucial wheamies to analyzing the existence of
business groups in Argentina —and, perhaps, irr afgn American economies sharing the
same instability, uncertainty and weak State festur

Let us return to the second question above —whyusmess groups emerged between 1914
and the 1960s, when institutional weaknesses amkietianperfections continued to shape
the local setting. It may be assumed that, witlzo8tate willing to create enough
encouragement, conditions did not favor the emaexgeh a second business group
generation. Furthermore, as noted earlier, at qoymds, the Argentine State provided
stronger support for state-owned companies or matlonals, and, at other junctures,
economic conditions promoted the emergence of sanallmedium-sized companies instead.
In turn, first-generation groups continued to expaxer the interwar period, seizing
opportunities created by import substitution.

A second angle to consider focuses on Argentinenbss groups’ characteristics in terms of
structure, ownership, control, competitive capéibsi, social network roles, and ties to the
State. As regards organizational structure, theetfirst-generation groups started off with
trade operations and diversified vastly into firnagribusiness, real estate, industry, and
other service industry ventures. Agribusiness itnmegts stand out as a very characteristic
feature in this stage, reflecting the significasierplayed by the primary sector in Argentina’s
economy. These three groups largely chose a pathrefated diversification, and all relied
on their own banks or financial institutions totte#ect. Integration played a lesser role in
the process that led them to operate in multipleketa. Unrelated diversification and
alliances with several partners for specific veesulrove these groups to create legally
stand-alone companies and not large outfits withyntkepartments or divisions. Two of
these groups (Bunge y Born and Tornquist) opte@ fegrtical organization, while the other
one (Devoto) preferred a more horizontal structr@ny case, looking at these three
groups’ ties with Europe, their analysis becomesencomplex, as the networks connecting
them abroad were horizontal in nature. As to tbeinership and control schemes, these
groups were all family-owned business (with onenore owner families), although, as

noted, owner families joined other partners in Atgea or overseas and hired professional
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managers early on. Devoto’s founding family plagddss prevalent role than owner families
did in the other two groups, and, at Grupo Fabrilnership and control were shared among
several stockholders.

These three groups gradually developed capabiéitielsacquired knowledge that enabled
them to operate in multiple markets, as a sizaideesof their companies boasted cutting-
edge technologies and world-class professional geanant teams. At the same time, they
(Tornquist and Devoto) combined productive investtaavith more speculative operations —
for instance, in real estate. Social networks -eyatly family members, friends and fellow
countrymen- proved instrumental to building andaatbing corporate capabilities —
especially so, as these networks crossed natiendéls. Relations with the state did not play
a decisive role for these groups’ creation andyegdwth, but these groups did build some
ties with government officials, mostly in the fowhpersonal contacts between businessmen
and politicians.

A patrticularly interesting fact that can only begeved from a historical approach is that all
three groups adjusted —more or less successfollgednomic changes after 1914,
maintaining their leadership in several industaeer a number of decades, using the
resources offered by an increasingly closed andlaggd economy where industrial
endeavors proved the most dynamic. To that endetheoups relied on tangible and
intangible assets created before World War |. Af®t4, they leveraged their international
contact networks to partner with foreign compaimeseveral ventures —albeit to a much
lesser extent than in earlier decades. These lmssgreups also began to access new
resources offered by the State since the 1940svwandf them -Bunge y Born and
Fabril/Celulosa- took advantage of special progriamached in the late 1960s.

The three groups that emerged in the laf dghtury eventually disappeared as such in the
late 2¢" century. Tornquist succumbed to a critical prothasis fairly common among
family businesses, as rifts among third-generdtonily members ultimately led to the
group’s demise in the mid 1970s. Devoto, later kmas Grupo Fabril/Celulosa, failed to
survive amidst the harsh macroeconomic conditidrisen1980s. For Bunge y Born, the
decision to sell the group’s industrial companiethie 1990s was part of an international
strategy, but, as early as the 1970s, its busisesdgrazil and the United States were poised
to take the lead, leaving Argentina behind.

Second-generation business groups also share satoeds with older groups, though other
characteristics set them apart. As regards streictiiese latter groups’ diversification
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followed a different pattern, more based on angretgon and related diversification rationale
—albeit with differences in each case. With a stgrpoint in engineering (Techint) or
industry (Arcor, Pescarmona) and investments orraéwperations while exploiting
promotion programs or joining other partners, thggeeips began to create new, legally
independent firms that remained under the confral@mmon management. All three kept
their core businesses in the industrial domain @Aror the engineering and industrial realm
(Techint and Pescarmona), regardless of their sifigation efforts. The move into financial
services is less widespread among these groupsthang their first-generation counterparts
—none of these three groups own banks, althoughifigtolds some financial investments
and Pescarmona has invested in an insurance company

These three groups operate on a hierarchical sgheitheholding companies and owner
families in control, but managerial tasks are sthdrgfamily members and professional
managers. All three groups emerged in a closedogepncharacterized by strong State
intervention and active public policies to suppodustries, which gathered momentum in
the late 1960s. While these three groups grew drhdsshelter of protection policies,
promotional programs, public loans and State cotgrdheir successful track records also
reveal their ability to build competitive advantagk addition to developing the skills
required to approach public officials, these grompgsted in product and process
technologies, as well as in technical and manadauiman resources, embarking —to a larger
0 lesser extent- on innovation efforts and forgatigances with companies abroad. Their
early internationalization —via exports, enginegfimojects or direct investments- is also
noteworthy, as it enabled them to continue grovawngr the 1980s downturn and when
Argentina embraced economic openness in the 1990s.

Let us now consider the evidence and suggestiansgdad by these cases as compared to
current literature on business groups. As regdresdasons underlying their existence, the
information supplied leads to an eclectic viewthasr presence in Argentina has come as a
result of both environmental factors and groupgatalities, which enabled them to operate
satisfactorily in multiple markets and survivingeotime. Clearly, Argentina has retained
emerging market traits over time, but these featheve not always led to the creation of
new business groups; rather they have been paitbcgucess to international networks
(during the first globalization) or State resour(E360s-1980s). At the same time, state
policies have been far less consistent and lortgitathan in other emerging countries,
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hindering groups’ operations and survival, as thag to deal with an uncertain setting
riddled with volatility.

International networking and, more generally, in&ionalization processes proved
instrumental to business groups’ emergence andtgrdvkis also proves that, regardless of
economic reasons, social networks —family and ethational ties- played a decisive role for
groups’ access to funding, information and managemesources, as well as for inner
cohesiveness, although those networks weakenedimepr eventually led to internal rifts.
The most salient features of these Argentine grailigsut confirm the prevailing

combination of integration and diversification sdégies (though diversification tended to be
more unrelated in the first than in the second ghakien integration processes became more
outstanding), as well as sustained family ownerahigh control (by one or more families).
Diversification into agribusiness operations alsmds out as remarkable, as well as the
dominance of vertical organizations, based on hgkliwith the caveat that horizontal
relationships characterized first-generation grotips abroad.

The cases studied here also shed some light ondsssgroups’ competitive capabilities and
their relations with the State. As noted, theseigsomanaged to expand by leveraging
tangible and intangible assets built over time @mtlering them apt to compete satisfactorily
in multiple markets, including foreign markets. Ii¢héome groups did engage in speculative
businesses, rent-seeking strategies did not doenthair operations, and all these groups
contributed to Argentine industry development. Rermore, these business groups used their
relationships with the State (or regulatory voids)t in different ways. In the first period,
groups relied on personal ties between businesamepolitical leaders, and, in the second
period, they took advantage of protection and itrthigpromotion policies while lobbying to
access these resources.

Finally, a historical approach inevitably probes ooly into the causes for business group
existence but also into the reasons for their weiakeand demise. Once again, the answer
lies in a combination of environmental factors foies in domestic and international
conditions, new institutional scenarios, impactnacroeconomic crises, political reasons)
and elements of groups’ own dynamics -like a deniso turn to other markets, impaired
competitiveness or succession issues. Future msearArgentine business groups and new
case studies, particularly focusing on groups hla&e followed a financial or rent-seeking
rationale, will surely allow for a more complex dJpgy and help to broaden the conclusions

of this work. Nonetheless, we believe the empireatience presented further enhances the
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multiple contributions made by business historgdm a better understanding of Latin

America’s business group phenomena.
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