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ABSTRACT 
Increase in global food demand experienced over the last decades has created an 
opportunity scenario for the soybean agribusiness system. Argentine leadership in world 
soybeans and soy-products commerce is the result of adaptations to different 
disturbances, through innovation and adaptation in the institutional, organisational and 
technological environments. The purpose of this paper is to describe the soybean ABS 
(Agribusiness System) in Argentina, identifying the main changes that explain its 
success during the past years. This paper used phenomenological knowledge as its 
methodology for studying agribusiness, as recommended by various authors (Peterson 
(1997); Yin (1989); Bonoma (1985)). This study was structured in two analysis levels: a 
description of the Soybean ABS in Argentina through the characterisation of its 
institutional, organisational and technological environments on the one hand and a 
sectoral analysis on the other, in which Porter’s national diamond methodology (Porter, 
1990) was used. Research was conducted following the new institutional economics 
approach as conceptual frame. The analysis, centred on the institutional comparative 
approach, shows the drivers that have led to the current situation in this agribusiness 
system. 

Key words: disturbances, innovations, global market. 

1. INTRODUCTION 

Global food demand has been experiencing major changes in the latest 50 years, almost 
tripling the global population, which went from 2,500 million in 1950 to 6,770 million 
in 2009. This fact is undoubtedly a factor that has boosted food demand. Economies 
such as China and India have grown at high rates in the last ten years, reaching annual 
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average rates of 9% and 7% respectively. These two countries in particular represent 
36.6% of worldwide population (2.474 billion inhabitants), which implies that in the last 
decade an important part of the global population has increased its capacity to buy more 
food in quantity and quality. In this context, we can observe a growth of animal-protein 
sources demand, such as poultry, pork and cattle meat, and dairy products and eggs. 
These products are typically produced within systems of animal production that include 
soybean and by-products as a source of energy and protein. In parallel, the increase in 
worldwide population and their purchasing power has also boosted the soybean 
foodstuffs demand, including edible oils derived from its industrialisation. 

Soybean and sub-products demand has also been promoted by events concerning 
European Union public health measures (due to BSE outbreak), which, since 2003, led 
to banning animal proteins as cattle food. These events determined the fact that the 
European Union became a major importer of soybean and by-products, especially of 
protein flours, as well as maize processing industry products (Goldsmith, 2008). 

In Argentina, since the 70s, soybean sown areas have grown in a sustained way, going 
from 37,000 hectares during the 1970-71 campaign to 16.6 million hectares in 2007-
2008. Argentine soy complex, with its industrial exporting structure of added value, is 
presented as one of the most important instruments that revitalise the economic activity 
of the country, generating 25% of exportation foreign currencies in 2008. With a 46.2 
million tons production in the 2007-2008 campaign, soybean has accounted for 48.8% 
of national agricultural production in quantity and 58.2% in value. 

Argentina has become a leading player on a global scale in soybean production (3rd 
place following the U.S. and Brazil), as well as in its processing, occupying the first 
place in soy flour and oil exportation. Active policies on biofuels development that 
other countries are promoting also boosted Argentine soy oil demand. 

Argentine leadership in world soybean —and sub-products— commerce is the result of 
the adaptations to different disruptions, by innovations in the institutional, 
organisational and technological environments. The main purpose of this paper is to 
describe the soybean ABS (Agribusiness System) in Argentina, identifying the main 
changes that explain the clear success that it has had during the latest years as well as 
the threats it faces in response to an institutional frame which does not support 
sustainable development of this agribusiness. 

2. METHODOLOGY & THEORETICAL FRAMEWORK  

This paper used phenomenological knowledge as its methodology for studying 
agribusiness, as recommended by various authors (Peterson (1997); Yin (1989); 
Bonoma (1985)). This study was structured in two analysis levels: a description of the 
Soybean ABS in Argentina through the characterisation of its institutional, 
organisational and technological environments on the one hand (Williamson (1991); 
Zylbersztajn (1996, 1999)) and a sectoral analysis on the other, in which Porter’s 
national diamond methodology (Porter, 1990) was used. Porter’s diamond is a diagnosis 
tool that is useful when assessing competitive advantages of a sector within a nation, as 
it permits the identification of sources for competitive advantages of nations. The 
characteristics of the components of this diamond determine which are the industries or 
industrial segments in which a country has the best opportunities to achieve 



international success. Competitive advantages are gestated based on these attributes that 
Porter identified as: Factor Conditions, Demand Conditions, Strategy, Structure and 
Rivalry of the companies and Related and Support Industries. 

This paper relies on primary and secondary data for the analysis. Interviews with 
experts have been conducted during 2009 first semester. The experts belong to the 
Argentine Soybean Chain Chamber (ACSOJA). The objective was to check secondary 
information that was obtained in different chambers, university libraries and the 
Internet. Secondary data also includes local newspapers, USDA and FAO statistics, and 
scientific papers (Goldsmith, 2008). Most of the conclusions result from the authors’ 
experience in the research field. 

Regarding the theoretical framework, research was conducted following the new 
institutional economics approach (Coase, 1937; North, 1990; Williamson, 1985, 1993; 
etc). The analysis is centred in the institutional comparative approach, based on a 
discrete structural analysis (Williamson, 2000)—for this purpose, it will be important to 
identify the main elements in the institutional, organisational and technological 
environments. Ordóñez (2002) summarises the paradigm of the new institutional 
economics as follows: “the analysis of the real dynamics of business from a theoretical 
perspective found a series of difficulties in orthodox neoclassical economics. The 
assumptions of perfect competition […] are not always present in the real world of the 
economy and business.” Coase (1937) called this approach ‘Nirvana economics’ or  
‘chalkboard economics’. 

By studying the institutional environment, according to North (1990), institutions 
represent an important figure before the development of commerce of goods and 
services since, when transaction costs are high, institutions do matter. Institutions are 
society’s rules of the game. They are the formal (laws, decrees, etc.) and informal 
(culture, customs) norms that rule business and transactions, among other things. 
Institutions and their enforcement are responsible for the operation of organisations (the 
economic agents or “players”) within the legal or formal framework. The higher the 
respect of the laws and customs—i.e., the stronger the enforcement of the laws and 
contracts—the lower the institutional uncertainty will be and, therefore, the lower the 
transaction costs at macro level. Williamson (1985, 1993) considers institutions from a 
“micro-analytic point of view” as being “Governance Structures or Institutions”—
Market, Hybrids and Hierarchies, organisational environment—that should be used to 
identify, explain and mitigate any form of contractual risk. The efficiency of the 
governance structures is the result of the alignment of the transaction costs with the 
correct governance structures (Zylbersztajn, 1996). According to Williamson (2000), 
correct institutional and organisational designs allow to reduce transaction costs, 
creating first and second order economies. The technological environment is the third 
leg of this approach. Technologies of process and products, innovations for reducing the 
fixed and variable costs are the key elements in this environment. 

3. DESCRIPTION OF THE SOYBEAN AGRIBUSINESS SYSTEM 

3.1 The Soybean Agribusiness System in Argentina. Statistics. 

In this section the reader will find an overlook of the main drivers for the Soybean ABS 
in Argentina (Figure 1). They will be analysed from the perspective of the discrete 



structural analysis, which assesses the institutional, organisational and technological 
environments. 

Soybean production in Argentina during the 2007/2008 harvest stood at 46.23 million 
tons on a total harvested area of 16.3 million hectares. The 2008/2009 values were not 
used in this paper because they were not representative being extremely low (32 million 
tons) due to the strong drought and the conflict between government and farmers that 
affected the country during that period. 

Soybean exports amounted to about 95% of the total harvest, combining beans, oils and 
meal. Out of the total production, 23% was exported directly to China, less than 1% was 
consumed domestically as beans and the rest of the beans were consumed by the 
industry. 

Oil exports amounted to 5.79 million tons and 6.421 billion US Dollars, with Asia being 
the primary market. Meanwhile, meal exports totalled 26.82 million tons for a total 
value of 8.781 billion US Dollars, with Europe as the most important destination. The 
Secondary Industry (the one that uses the output of the crushing industry as feedstock) 
added up to 1.22 million tons of products exported (biodiesel, refined oil and others). 

For the 2007/2008 harvest an estimated 6.98 billion US Dollars “left” the system as 
export taxes, out of which oils and meals represented 67% of the total. 

Figure 1. The Argentine Soybean Agribusiness System (ABS) 

 

Source: own production. 

The Argentine Soybean ABS is a dynamo with respect to the argentine economy, as it is 
its main exporting and value adding complex and an important generator of labour (both 
direct and indirect). In Table 1, a summary of the contribution of the Soybean ABS to 
the economy can be observed. 



Table 1. Contribution of the Soybean ABS to the Agroindustrial GDP (Argentina). 
 

  Billions (U$S) % PBI 
National GDP 326.47  100 
Agro-industrial GDP 71.82 100% 22 
Agrochemicals 0.96 1.3%  
Seeds 0.46 0.6%  
Primary & Secondary Industry 17.48 24.3%  
Machinery 0.49 0.6%  
Grain Exports 5.89 8.2%  
Industrial Exports 16.15 22.5%  
Total Exports of the Soybean ABS 22.03 30.7%  
Research & Development1  0.13 0.18%  

Source: Own production based on different sources. 

The competitiveness of any given system is the result of the alignment of the three 
environments (institutional, organisational and technological) and of the adaptation to 
the various disturbances that occur since the beginning of the activity (Williamson, 
1996). Innovation has occurred in all three environments, generating competitiveness. 
Notwithstanding the foregoing, several institutional changes are having a negative 
impact on this ABS, putting its future competitiveness at stake. 

3.2 Institutional environment 

Within the institutional environment there exist several drivers with an impact on the 
successive adaptations of the system. Some key elements, such as deregulation, with the 
dissolution of the Junta Nacional de Granos (National Grain Board) and the Ports Law, 
the country’s macroeconomic policies regarding exchange rates, the protection of the 
intellectual property rights (Seed Law, Patent Law), as well as the changes in the game 
rules associated to export taxes. 

Historically, the Argentine agriculture sector has received little support on the part of 
the different governments. Between 1930 and 1987, the grain and meat markets in the 
Argentine were regulated by entities with a clear state-interventionist profile, the 
National Grain Board (JNG) and the National Meat Board, promoting the transfer of 
agricultural sector resources to the industrial sector. In 1989, the JNG was dissolved; the 
national government adopted an open-economy policy towards global commerce with 
the deregulation and privatisation, and with an institutional climate favourable to 
foreign investments (Ordóñez & Nichols, 2003)2. Hence, in combination with financial 
stabilisation and inflation context, implementing the Convertibility Plan facilitated a 
favourable climate to investments, also encouraging middle and long-term contractual 
relations. 

                                                 
2 Law 23.696, of Economic Emergency, settled the fundamentals for the economic deregulation. In its 
Appendix A, it settles the dissolution of the National Meat Board and National Grain Board. Terminals 
and goods lift operation was assigned to future port operators, which was also assigned to private 
operators, in accordance with Law 24.092 (Ports Privatization). 



The 1992 Law of Ports allowed the privatisation of public ports and promoted new 
private ports development, in addition to the development of the existing ones, boosting 
investments in fluvial transport, which encouraged the entrance of new investors into 
grain agribusiness. 

The economic crisis extended from late 2001 to early 2002, a result of the strong peso 
overvaluation in the last 4 years of Convertibility, encountered a low-profitable and 
over-indebted sector (high degree of investment during Convertibility) which, besides, 
was burdened with the impact of international prices fall during the second half of the 
90s decade. During this period there were a series of events that implied the break of the 
existing rules of the game: “financial corralito”, suspension of futures and options 
exchange operations, devaluation, “pesificación”, contract breach, payment chain 
disruption, and so forth. Property rights during this period were violated, as well as 
contract compliance guarantees and current regulations, which imposed additional costs 
to participants. In this financial scenario there were winners (producers, in response to 
their debts “pesification”) and losers (savers and the State) (Depetris, 2003). 

Despite the chaotic scenario, currency devaluation in 2002, in combination with the rise 
in international prices of soy and by-products, generated—at the moment— incentives 
to the activity’s development, establishing a turning point, along with other events 
concerning the organisational and technological environments, which were reflected in 
the sustained increase of soybean production, that went from 30 million in 2002 to 48 
million in 2008. Nevertheless, due to the crisis Argentina was going through, the state 
intervention has been re-established, settling export taxes, which, between February and 
July 2002 increased 10%, going from 13.5% to 23.5% for soybean and from 20% to 
30% for by-products. Subsequently, the export taxes increased again twice, reaching 
35% and 32% rates respectively in 20073. 

Another important aspect within this environment is the one concerning property rights 
protection; it is worth mentioning that, in the national and international spheres, 
nowadays, there are two industrial property systems regarding new biotechnologies 
referred to organic matter: the Patent System and the Breeder’s Rights System. Plant 
varieties production and trade in Argentina is regulated, mainly, by year 1973 Seeds 
Law N° 20.247 and its regulation decrees. The law states and regulates the scope of 
plant varieties approval, property rights, quality, and trade. In this respect, the main 
problems and discussions among breeders and consumers revolve around loopholes 
derived from breeder’s “own use” rights and the high frequency of “brownbagging”. In 
1991, the Seeds Law harmonised its contents with the ones in the 1978 Act of the 
UPOV. In that year, the National Seed Institute (INASE) and the National Advisory 
Commission on Agricultural Biotechnology (CONABIA) were created. In 1996, the 
CONABIA authorised the first commercial growing of a GMO, the RR soy. 

Currently, one of the crucial subjects of debate between the actors of the system is the 
need for a new Seed Law and the possible convenience of linking it to the UPOV Act of 
1991, which defines a broader reach regarding the rights of the breeders (those who 
launch new soybean varieties). The vacuum which is generated in these property rights 
could seriously jeopardise the public and private incentives to invest in new genetic 
                                                 
3 In March 2008, the Government modified the grain export taxes regime—which included soybean—
through the implementation of mobile deductions, based on the evolution of FOB prices. However, the 
strong sector reaction (a four-month strike) led to its repeal. 



events, with a direct and negative impact on the current competitiveness of the Soybean 
ABS. 

Less than 20% of the seeds marketed in the argentine market are legally sold, be it 
branded seeds or extended royalty seeds, the remaining 80% is either own use (seeds 
from the farm’s own harvest) or “brown bag” (Rossi, 2009). In 2008, the certified seed 
business represented a global revenue of 200 million US Dollars. If the formal and 
informal markets are taken into account, then the seed business as a whole adds up to 
about 456 million US Dollars4. 

Despite strong institutional uncertainties, Argentine soy ABS is presented as one of the 
most important instruments that revitalise the economic activity of the country, 
generating 25% of exportation foreign currencies in 2008. 

3.3 Organisational environment 

In order to organise the description of agents involved in the chain, they are divided as 
follows: a) Supplies and technology area agents; b) Production agents; c) Storage 
agents; d) Industrial agents; e) Trade agents. Even though they are beyond the present 
study, the agents involved in related and support sectors (financial entities, logistics, 
transportation, among others, that traverse the whole chain) should be mentioned. 

The Argentine Soybean ABS is a dynamo with respect to the argentine economy, as it is 
its main exporting and value adding complex and an important generator of labour (both 
direct and indirect). During 2007/2008, total added revenue (including all the inputs) 
added up to 1.68 billion US Dollars, while investment in machinery during the same 
period stood at 448 million US Dollars. The Value of the Primary Industry’s production 
is estimated at 15.79 billion US Dollars. 

Taking into account that the agroindustrial GDP represented 22% of the total GDP in 
2008 (Toranzos Torino, preliminary data from his doctoral thesis), soybean complex 
exports added up to 31.7% of the agroindustrial GDP during that period. Figure 2 shows 
the composition of the revenue of the main inputs involved in soy production. 
Investment in machinery for soy production is also included. 

Figure 2. Composition of the revenue of the inputs involved in soy production 
(2007-2008) and investment in machinery (same period). 

 

                                                 
4 Own calculations based on harvested area for the 2007/2008 harvest, considering the formal market as 
25%, 2 bags of seeds per hectare and 24 US Dollars per bag. The remaining market is considered either 
own use or informal. In the case of the informal market, the value of the seed bag is calculated at 50% 
under the value of the branded seed. 



 
Note: Revenue for seeds includes formal and informal market. 

Source: own production based on several sources. 

3.3.1 Supplies and technology area agents 

Seed suppliers 

The soy market is ruled by a modern seed industry, with an important institutional 
representation through the Argentine Seed Association (ASA), in which, concerning 
genetically modified soybean, Nidera and Don Mario controls the main portion of the 
market. It is a high-concentrated sub-sector which coordinates a small group of 
transnational companies that produce transgenic seeds and agrichemicals. In addition to 
transnational companies, in Argentina there are national companies, most of which have 
not entered the transgenic market, or either have achieved, through patent payment, the 
access to the intended event, as was the case of the RR soy. The local seed companies 
are the ones that have introduced foreign technology (genetic events) into the locally 
developed varieties (Ferrarotti, 2009). 

Agrichemical Suppliers (phytosanitary products and fertilisers) 

There are approximately 100 companies that produce phytosanitary products in 
Argentina. On the one hand, there is a reduced group of big specialised companies, most 
of them multinational, that lead certain market niches; and on the other hand, there is a 
big, heterogeneous group of small and medium enterprises. Agents are basically 
grouped in two entities: a) the Chamber of Agricultural Health and Fertilisers 
(CASAFE), and b) the Chamber of Fertilisers and Agrichemicals Industry (CIAFA). 
There are also other associations, such as Fertilizar Civil Association. The 2007 
agrichemical market represented a total of U$S 3,500 million, divided approximately in 
half between phytosanitary products and fertilisers (CIAFA, 2008). 

Total revenue for phytosanitary products for soy production in 2008 stood at 585 
million USD, with total phytosanitary products adding up to 1.77 billion USD 
(CASAFE, 2009). 

Phosphoric fertilisers—most fertilisers used in soy growing—are mainly imported (81% 
of the total) (Figure 3), though the domestic market is progressively gaining share; more 
than 90% of them are managed by 11 companies (Fertilizar Asociación Civil, 2008). In 
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2008, fertilisers for soy production, with an estimated revenue of 335 million USD 
explained 13.4% of the national volume used for all crops. In the case of fertilisers 
based on nitrogen the situation is completely different, being 45% produced in the 
country (López, 2008). 

Figure 3. Evolution of added consumption (volume) of fertilisers and for soy 
(thousands of tons)5 
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Source: own production, based on CASAFE and CIAFA data 

 

Agricultural machinery suppliers 

The agricultural machinery and agricultural components industry, directly and indirectly 
related to the sector, is comprised by 730 companies, 80% of which have settled in 
small productive interior towns, establishing as a strategic objective its competitive 
growth as a means of local development with a territorial approach (Bragachini & 
Casini, 2008). The invoicing concerning agricultural machinery sales in 2008 was U$S 
1,100 million, corresponding 36.8% to national machinery and the rest to imported 
machinery. All the seeders are manufactured within the country by national companies 
(most of them small and medium-sized enterprises). Regarding implements, local 
companies are also predominant in number of sold equipments and total invoicing. 
However, with respect to tractors and combine harvesters, they are still imported. 

3.3.2 Production agents 

Agents taking part in agricultural production can be summarised in: 

 Agricultural producers: those who, independently of their relationship with the 
factors of production (land, labour, capital), assume the risks of producing agricultural 
products. 
 Contractual agents: those who partake in the productive process and/or 
agricultural business by means of some sort of contract that does not involve the 
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productive risk. These agents can be divided into: a) Services providers: individual or 
legal entity that offer agricultural machinery services (sowing, harvest, spraying, etc), 
and b) Land owners: lease or sharecropping counterparts. 

In the organisational environment, other related agents, entities and organisations can be 
mentioned: Consultants (agricultural technicians) or agricultural consultant companies, 
Certifiers, agricultural labour unions (SRA, CRA, CARBAP, FAA, CONINAGRO), 
AAPRESID, AACREA, ACSOJA, Banks, INTA, Universities. 

Ordóñez (2002) states that the new agricultural producer’s “competitive core is not land 
property, but rather the coordination of agribusiness by organising a contract network,” 
taking the risks of an agricultural production. 

Commodities business is presented as a high-scale business, and thus, the 
competitiveness-gaining aim is achieved by reducing the units of production costs. 
Hence, the significance of producing in third party’s lands, as the capital is invested in 
those assets that yield a greater capital turnover6, as it is the case of agricultural 
machinery. 

The different contractual configurations have been described by Chaddad et al. (2009). 
These hybrid or contractual forms proved to be the tool necessary to reduce transaction 
costs and generate confidence among productive agents, despite the uncertainty—
mostly institutional—in the country. The competitiveness level of the Argentine 
agricultural sector is due, not only to the level of advanced technologies applied, but 
also to the strategic alliances among different agents that constitute current agriculture. 
Probably, the less advanced agricultural hybrid organisation has been the “informal 
hybrid form,” even though, since the 2002 economic crisis, sector-external agents 
(investors) have joined, improving the system’s transparency and efficiency. The most 
developed hybrid form is the “network of networks,” where different agents merge, 
based on contracts, with a high bilateral dependence and shared objectives. 

3.3.3 Storage agents 

The grain storage stage is a central element, both to guarantee grain preserving and 
quality and to support producers’ commercial strategies, allowing them to define when 
to sale the harvest. This stage can be assumed by a variety of agents such as producers 
and traders. There are 2,753 storage plants in Argentina, where 22% of grain storage is 
held by producers (fixed silos: 15.9 million tons) and 78% by traders. In the latter case, 
they are distributed as follows: storage facilities and cooperatives: 54% (38.2 million 
tons); industries: 17% (12 million tons) and ports: 7% (4.7 million tons) (ONCCA, 
2008; Agritrend, 2008). Plastic bags storage was estimated in 30 million tons for the 
same year (Fundación Producir Conservando, 2008). 

3.3.4 Industrial agents 

                                                 
6 Is the term employed in credit departments of credit institutions, and refers to the number of times a 
business’ undersigned capital has “rotated” or “turned” regarding net sales during, frequently, a one-year 
period. The greater the value of the sales ratio over working capital, the greater the capital turnover will 
be, that is, money invested in this type of assets will rotate a greater number of times, which sometimes 
traduces into an even greater business profitability. 



At the industrial transformation level within the soy agribusiness system, the following 
agents can be identified: crushers, soybean-based food producers, soybean oil refineries, 
balanced feed producers and other producers and associations. 

It is of main importance that, in Argentina, unlike what happens at the production and 
storage level—where there are a great number of companies involved, industrialisation 
is highly concentrated. This is clearly observed at the first manufacturing level, where 
the top ten companies concentrate approximately 90% of production. The same 
performance can be noticed in the case of main products at the second manufacturing 
level, where, for example, seven companies hold all soy oil refining, four companies 
produce 100% of national margarine production, and approximately 80% of mayonnaise 
production volume corresponds to three companies. At the same time, regarding bio-
diesel production, the biggest five producing companies concentrate approximately 70% 
of total supply. This trend will increase when large-scale projects that are not yet in 
production are launched. Balanced feed producers are the exception, as they are much 
more fragmented, being at least 70 producers at a national scale. 

The sector, which has a total milling capacity of 150,000 tons per day, is composed in 
the vast majority by multi-product mill plants for different markets. They constitute a 
group that holds the third place in worldwide total production. However, it is the biggest 
global exporter of soy oil, with 5 million tons (53% of global volume) and soy flours, 
with 24.6 million tons (47% of global volume). Figure 4 summarises Argentine soy 
production evolution in comparison to milling and soy oil and flours production. 



Figure 4. Evolution of production, milling and soy oil and flours production 
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In organisational terms, it is worth mentioning that the traditional chemical industry 
uses soy oils and fats, but, at the same time, new players regarding the development of 
novel products are arising, as it is the case of bioplastics or biopolymers. 

 3.3.5 Trade agents 

The soybean complex represents the most important export item of the domestic 
economy. Argentina holds the first place in soy oils and flours export worldwide, 
contributing, in 2008, 25% of export foreign currencies, and occupying the third 
position in the worldwide grain production, following the U.S. and Brazil. 

Most grain exports are destined to China, which represents 79% of the exported volume, 
while flours and oils exports are mostly destined to European and Asian countries, 
respectively Imports represented, in 2008, a volume of 2.55 million tons, being 
Paraguay the principal country of origin. This implied a 28.4% increase with respect to 
the previous year (CIARA, 2009). 

3.4 Technological environment 

Within the technological environment, there are many drivers that have impacted the 
growth of soybean cultivation in Argentina. The technological package composed by 
RR (Round-up Ready) Soybeans, glyphosphate, no-till farming (Figure 5) and the 
increase in the use of fertilisers have contributed to this process. Added to this, the 
increase in the incorporation of technology and in the scale of the industrial link have 
caused it to be one of the most competitive at global scale. 

Of course this process is not yet complete, as the need to keep on producing in a 
responsible, sustainable way, without harming the environment and rotating crops is of 
key importance. There is still a long way ahead in terms of nutrient reposition, as 
decades of lack of or very low use of fertilisers have not yet been compensated. The 
conjunction of the innovations that occurred in all three environments has made a huge 
impact in soybean production: The harvested area was tripled over the 1990/91 – 
2007/08 period. There was also an expansion towards areas that were previously not 
used for growing soybeans, such as the Argentine North West and North East, thanks to 



the technological innovation and the increased precipitations in the area. Investment in 
infrastructure also accompanied this growth. 

Figure 5. Evolution of soy areas sown with no-till farming method (it includes 
regular and late soybean) 

 

 
Source: own production based on AAPRESID data.  

4. COMPARED SECTORAL ANALYSIS 

In this section, a compared description of the Argentine Soybean ABS against the other 
key global players in the business is performed. In order to do this, the tool selected for 
the analysis was Porter’s National Diamond (Porter, 1990). The characteristics of the 
components of this diamond determine which are the industries or industrial segments 
in which a country has the best opportunities to achieve international success. 
Competitive advantages are gestated based on these attributes that Porter identified as: 
Factor Conditions, Demand Conditions, Strategy, Structure and Rivalry of the 
companies and Related and Support Industries. 

4.1 Factor Conditions 

In Argentina, genetic improvement was of key importance for the development of new 
varieties and maturity groups better adapted to each productive area in the country, 
allowing the expansion of the area allocated to crop production. 

Among the most important factors to be analysed was the impact of research. A study 
conducted by Bollani & Semmartin (2008) discussed the relationship between 
production of a primary good and the generation of the knowledge and technologies 
necessary to produce it in several countries that lead in agricultural production. 
Argentina, in spite of being among the top producers of soybean and soybean products 
in the world, showed a scientific production which was well behind the rest of the key 
players studied: Argentina’s expenditure on research for agroindustrial products has 
never surpassed the 0.5% barrier, that is, less than 0.5% (354 million US Dollars) of the 
agroindustrial GDP is spent on research and development. Countries like the US, China 
and Brazil invest significantly more on this subject. 

Bollani & Semmartin (2008) have also found a relation between the quantity and quality 
of the scientific production of the most important soy producing countries, in which the 



US resulted the country with the largest production of scientific articles on soybean, 
equalling the added production from Brazil and India, the countries that follow in that 
ranking. Another weak point that should be addressed is the low enforcement in terms 
of property laws, which was previously mentioned. These points make Argentina 
relatively weaker in terms of this particular factor. 

4.2 Demand Conditions 

About 12% of the total soybean supply in Argentina is exported directly as beans, while 
the remaining 88% is absorbed by the crushing industry, which processes it and then 
exports almost its entirety as meal, oils and biodiesel. Both the domestic and foreign 
soybean and soybean products demand increase year by year and show a favourable 
scenario for Argentina. The increasing participation in purchases by China could be a 
threat towards the future in terms of dependency on few clients. 

4.3 Related and Support Industries 

The third generic determinant of the national advantage of a sector is the presence of 
world-class support sectors within that particular nation. This is what Porter defines as 
internationally competitive cluster of enterprises. 

At this point, it is necessary to refer to the soybean producing regions within the country 
(the Pampas and the North), for their realities vary considerably in certain aspects. In 
the Pampas region, this agribusiness functions as a cluster, which is sustained by 
geographical concentration of the larger part of the supporting sectors (input supply, 
production, storage, industrialisation, closeness to ports, among others). On the 
contrary, in the North region the supply of the services and products necessary for 
soybean production is scarcer, while the distance to the crushing facilities and ports is 
much longer than at the Pampas region and the infrastructure is poorer. These 
difficulties decrease the competitiveness of the sector as a whole and of the region in 
particular. 

The development of more ports and canals has also contributed to the competitiveness 
of the sector. The investments made in port infrastructure and the conditioning of the 
Parana River were elements of key importance in terms of logistics and the costs 
associated with it. 

When the storage capacity is considered, again the difference between the North and 
Pampas regions must be stated. First off, Argentina has a strong deficit in terms of fixed 
storage (silos for example), and in terms of regions, the North region is more affected 
by this than the Pampas region. This deficiency in storage capacity was compensated 
through the use of plastic bag silos. 

In terms of crushing capacity, Argentina has the second largest industrial sector with a 
daily crushing capacity of 150 thousand tons; USA tops the ranking with an installed 
capacity of almost 155 thousand metric tons per day. Brazil is located in the third spot 
with just over 143 thousand tons per day. 

 



4.4 Strategy, Structure and Rivalry 

The fourth generic determinant of the national advantage of a sector is the context in 
which companies are created, organised and managed, as well as the nature of the 
domestic rivalry within that particular nation. 

The vigorous local competition not only improves the advantages within the country, 
but also pressures the domestic companies to sell abroad in order to grow (due to the 
relatively smaller domestic market). As mentioned before, Argentina’s industrial sector 
has a daily crushing capacity of 150 thousand tons distributed between 36 crushing 
facilities. Concordantly, in terms of average crushing capacity, Argentina stands at the 
top of the global ranking with 4,000 daily tons, in comparison with the US and Brazil, 
which stand at 4,070 and 1,421 tons per day respectively. Another element of 
importance when studying the argentine crushing sector is that 86% of its capacity is 
concentrated in a single province (Santa Fe) and the top 5 companies at country level 
concentrate 81% of the crushing capacity. The aforementioned industry is the one that 
has grown the most over the last 10 years, with the highest technology available and 
largest average capacity. This has put the country competing with the other crushing 
countries at similar capacity with fewer companies and fewer facilities. 

4.5 Complements to the diamond: Government and fortuity 

As previously discussed, the Argentine Government has implemented a series of export 
taxes on various products, including soybeans and their sub-products. These are a 
tributary instrument, which decrease the competitiveness of the sector and generates 
various distortions within the links that compose the chain, that is, a spread between the 
differential in export taxes between soybeans and sub-products could benefit a sector 
and punish another. 

Another negative aspect that affects the performance of this sector is the increase in 
governmental intervention and the low enforcement of property laws are the ones with 
the biggest impact. Particularly, the last point is of special interest since it will have an 
even bigger impact in the future as breeding companies will not bring their genetic 
innovations to the country if they cannot protect their property rights and the longer the 
country takes to solve this problem, the larger the breach in terms of genetics with other 
countries will be. 

5. FINAL CONSIDERATIONS 

From an institutional point of view, it is important to highlight that new technologies 
require a clear legal framework and according to the new context in which we are 
living, so that the property rights of the companies that invest in biotechnology will be 
protected, in order to capture the quasi-income of the innovation they produce. 

As mentioned before, the seed law does not apply to this scenario. Brownbagging (seed 
outside the legal trade circuit) undoubtedly threatens the implementation of new 
technologies and leaves Argentina at a disadvantage with respect to its major 
competitors. In this sense, it is necessary to protect parties’ rights, by working hard on 
finding the required equilibrium among contrasting forces. 



From a technological point of view, many are the pillars on which soy farming growth 
in Argentina has leaned. The technological package including RR soy seeds, 
glyphosphate, no-till farming, and the use of fertilisers increase has contributed to the 
process. Nevertheless, the necessity to keep on working to produce in an environment-
friendly way must be emphasised. We must take even more notice of nutrients 
replacement, considering not only crop, but land fertilisation as well. Certifications such 
as no-till farming will become a new requirement. 

Other aspects that need to be looked at are related to transport and logistics, particularly 
in the productive areas outside the Pampas region. Strong investments are required in 
order to make transport more efficient and in order to add industrialisation to those 
areas. Finally, the dependence on few buyers, as currently happens with China is a 
potential threat when trying to sell an increasing production. 

This scenario is framed in an organisational environment that has changed in depth in 
order to accompany the chain efficiency growth. The seed market, as well as the 
agrichemicals one, presents a structure concentrated in big companies. There is an 
increasing prominence of the transnational private sector. 

Summarising, the efficiency found at productive and industrial level, along with the 
evolution of the organisational and technological environments on which they are based 
are the key drivers that explain the success of the argentine soybean ABS. The negative 
points are found mainly at the institutional level and the lack of alignment between all 
three environments could cause the loss of competitiveness towards the future. 
Argentina must improve its institutional conditions in order for this sector to keep on 
leading in the world. 
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