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D A V I D  E .  B E L L   


A N T O N I O  G A R C Í A  D E  C A S T R O   


R O C Í O  R E I N A  P A N I A G U A   


M A R Y  S H E L M A N  


Ebro Puleva 
 


Antonio Hernández Callejas, chairman of Ebro Puleva (Ebro), Spain’s largest food group, returned 
to Seville from his monthly trip to the U.S. in December 2009. During the long plane ride Hernández 
thought about how much the company had changed since his family’s rice company, Herba, had 
been acquired by Ebro in 1989. Once the largest sugar company and one of the top dairy companies 
in Spain, Ebro had been transformed through a series of international acquisitions into the world’s 
largest packaged rice company and the second largest pasta company. Revenues had grown from 
€1.8 billion in 2004, when Hernández was appointed CEO, to €2.9 billion in 2008. (See Exhibit 1 for 
company financials excluding sugar.) U.S. sales now accounted for almost 30% of revenues compared 
to 16% four years before. Significantly, 70% of revenues were from branded products compared to 
less than 10% in 2000.  


For Hernández, 2009 marked another turning point for Ebro. The sale of the group’s sugar 
division, which accounted for over €500 million (17%) of the company’s 2008 turnover, had been 
completed on May 1 for a total compensation (including sales price and payments from the EU) of 
€526 million. Now Hernández had to decide the next steps in the company’s development. Should he 
continue to expand the firm’s positions in rice and pasta by acquiring additional businesses during 
this period of economic downtown, or was it time to concentrate on organic growth through the 
introduction of new “meal solutions” such as shelf-stable or frozen rice and pasta dishes? In addition, 
Hernández had to decide what to do about Ebro’s dairy division, Puleva. With 2008 sales of €500 
million and an operating margin of 10%, the business—which operated primarily in the high-value 
functional milk sector—was successful. However, Puleva dairy products were sold only in Spain and 
prospects to expand the business internationally were limited as the category was dominated by 
powerful multinationals such as Nestlé (2008 sales of €70 billion) and Danone (2008 sales of €15 
billion). If Ebro’s objective was to be a global company, should the dairy division be sold? 


Ebro Puleva Background 


Ebro Puleva was created on January 1, 2001, as the result of a merger between two large Spanish 
agribusiness companies.  


Ebro Ebro was the result of the merger of Ebro Agrícola and Sociedad General Azucarera 
Española in 1998 to create the leading sugar company in Spain and the fifth largest in Europe. Along 
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with sugar, Ebro held financial stakes in a number of other companies ranging from herbs to canning 
to ornamental plants. The most significant non-sugar business was a 60% stake in Arrocerias Herba 
(Herba), a 50-year-old rice company founded by the Hernández family.1 (Spain was the second 
largest rice-growing country in the EU after Italy and the top producer of long-grain rice.) 
Headquartered in Seville, Herba produced and sold plain and processed (e.g., instant and parboiled) 
rice to food companies such as Kellogg’s and Unilever who used it mainly as an ingredient, and to 
consumers through its La Cigala and Brillante brands. Between 1986 and 2000 Herba grew 
internationally by purchasing rice companies in eight countries. (See Appendix A for a summary of 
Herba’s history.)  


Puleva Puleva was a Spanish dairy company. During the 1970s, the firm began to transform its 
business from commodity liquid milk to higher-value products by investing in research and 
development. In the 1980s, the firm created and patented the world’s first infant formula 
supplemented with nucleotides (compounds naturally present in breast milk). Puleva focused on the 
production of functional milks that provided health benefits beyond basic nutrition. Puleva-branded 
milks enriched with calcium and/or vitamins A, D, and E were launched in 1992, supported by a 
large advertising campaign. Between 1993 and 1996, a financial crisis due to an aggressive expansion 
into Spain and France combined with a strong economic recession forced Puleva to declare 
bankruptcy. The sale of the baby formula division to the multinational group Abbott for €90 million 
provided enough liquidity to survive. By 1999, Puleva had more than 40% market share of Spain’s 
functional milk market. (See Appendix B for a summary of Puleva’s history.) 


Merger In late 2000 Ebro and Puleva merged, forming Spain’s second-largest food and 
agribusiness group. Although the new company had an annual turnover of €2.3 billion and net 
profits of €95 million, it was still much smaller than its main European competitors in the food 
industry. The majority of profits were generated in Spain (93%) and from the sale of unbranded 
products (93%). Herba’s turnover and earnings before interest, tax, depreciation, and amortization 
(EBITDA) were €403 million and €33 million, respectively, in 2001, while Puleva’s turnover was €538 
million and EBITDA was €43 million for the same year.  


2001—2008: The Development of Ebro Puleva  


After the merger Ebro moved quickly to sell non-strategic businesses and to diversify away from 
sugar. Although sugar margins were high, management was concerned that the future of the 
European sugar industry—which was highly regulated through a system of price supports, 
production quotas, and export subsidies—was in jeopardy. International sugar producers such as 
Brazil and India were threatening to file suit against the European sugar regime through the World 
Trade Organization,2 and the cost of the sugar program (€2.1 billion in 2000a) had been increasing at a 
time when there was significant pressure to reduce the EU’s agricultural spending, which was 45% of 
the total EU budget.  


“We thought, ‘what can we do?’” recalled Hernández, who was CEO of Herba before being 
named CEO and then chairman of the Ebro group in 2004 and 2005, respectively. Hernández 
continued:  


                                                           
1 The Hernandez family sold a 60% share of Herba to Ebro Agricola in 1989 for cash and a 2% stake in Ebro Agricola. The 
family sold the remaining 40% to Ebro Puleva in 2001, obtaining a 6.4% position of the firm. 


2 Brazil brought the case of European sugar before the World Trade Organization (WTO) in 2002. In August 2004, the WTO 
ruled that the EU sugar regime infringed the law. In 2005 the EU agreed to a set of reforms to its sugar sector with the new 
regime starting on July 1, 2006.  
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We had a good cash flow from sugar but knew that could end. We looked inside the 
company and noted the success of Puleva’s functional milks, which were based on product 
innovation and marketing to create a strong consumer brand. We decided to use the profits 
from the sugar division to continue to grow the functional milk business and also to apply the 
“Puleva model” to other products. But unlike milk—which we knew was limited to Spain—we 
wanted a product that we could build on a global level. We believed rice had that potential.  


During 2003 and 2004, Ebro acquired branded rice companies in the U.K., Denmark, Hungary, 
Finland, and Belgium. Ebro’s market share in Europe reached 30%, surpassing the 8% share held by 
the number two brand, “Uncle Ben’s,”3 although the acquired companies continued to sell under 
their own brand names in their local markets. Looking beyond Europe, in June 2004 Ebro purchased 
privately held Riviana Foods, the largest U.S. rice company with a market share of 17%, through a 
friendly takeover. With 2003 revenues of $396 million and EBIT of $35 million, Riviana sold rice 
under a number of regional brands, including Carolina and Mahatma, and under the national brand 
Success for instant rice. In 2006 Ebro purchased Minute Rice, the leading brand of instant rice in the 
U.S., from Kraft Foods for $280 million. “Minute Rice was a highly profitable brand but it was not a 
strategic product line for Kraft,” explained Hernández. Ebro’s U.S. market share sales rose to 23% 
after the Minute Rice acquisition. Minute Rice was put under Riviana’s management, which had 
remained in place after the acquisition, while the European rice brands were managed through 
Herba, now run by Hernández’s brother, Félix Hernández Callejas (Félix).  


With the rice business growing nicely, Hernández looked for another category to apply the Puleva 
model. “It needed to be a dry product with a long shelf life and a good fit with our existing 
distribution channels,” he noted. In May 2005 Ebro purchased Panzani, the leading French pasta 
maker (36% share in France compared to Barilla at 18%) and rice company (33% share followed by 
Uncle Ben’s at 26%), from the French bank BNP Paribas.4 Panzani employed a brand-based approach 
and the company had launched several innovative products, including microwavable rice that 
cooked in two minutes. In addition to dry pasta, Panzani also sold fresh pasta and pasta sauce. 
Panzani had a strong management team and Hernández put it in charge of developing the European 
pasta business. Panzini’s rice business was put under Herba.  


Ebro entered the North American pasta market in 2006 with the $362.5 million acquisition of New 
World Pasta, a venture capital-backed “wrap up” of several small pasta businesses.5 New World 
Pasta had been particularly hard hit during the Atkins (low carbohydrate) diet craze of the early 
2000s. As a result, the group had gone through bankruptcy and was in reorganization. New World 
Pasta, with 2005 revenues of $300 million, had a U.S. market share of 28.5% from several strong 
regional brands including Prince (northeastern U.S.), Creamette (Midwest), and Skinner (Texas), and 
a Canadian market share of 41% through the leading brand Catelli. New World Pasta also produced 
for private label. In 2007 Ebro expanded its European pasta business by purchasing the leading 
German pasta company Birkel (€90 million turnover, combined German market share of 17%). See 
Exhibit 2 for a list of Ebro’s acquisitions in rice and pasta. 


In 2007 the EU Council of Ministers approved a new European sugar regime which would reduce 
the quota annually beginning in 2009/2010. Seeing a diminished future, in May 2008 Ebro put its 
sugar division up for sale. In March 2009, the European Commission approved the proposed sale of 
                                                           
3 Other European competitors included Sillevoldt (Holland) with 7%, share, Müller´s Müelhe (Germany) also with 7%, and 
SOS (Spain), Furgone Preve (Italy), Tilda (U.K.), and West Mill (U.K.) each with 4%; the remaining 32% was shared among 
different brands, including distributor (private label) brands. 


4 BNP purchased Panzani from Danone, which at the time was selling off its non-strategic assets. 


5 New World Pasta began in 1999 with the purchase of a series of brands and plants from Hershey Foods. 
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Azucarera Ebro to Associated British Foods, the owner of British Sugar, for a price of €385 million. In 
addition, Ebro would receive a further €141 million in restructuring funds from the EU under the 
sugar reform.  


Ebro Puleva Product Lines in 2009 


By 2009, Ebro’s business included leading positions in dairy, rice, and pasta. See Exhibit 3 for an 
overview of core businesses and Exhibit 4 for financials by segment.  


Dairy 


Milk was a food staple across the globe, with 44% of the world’s population consuming milk 
every day.b Global sales of milk and other liquid dairy products was increasing largely due to rising 
consumption in developing countries such as India, Pakistan, China, and Middle Eastern countries, 
while consumption in mature markets, including Western Europe, was high but relatively flat. Of the 
650 billion to 700 billion kilograms of milk produced annually, 70% was sold as milk, yogurt, and 
cream, while the remaining 30% underwent additional processing to create products that lasted 
longer without spoiling and thus could be transported over longer distances.c Although such 
products were growing in popularity and availability, in 2008 only 6% to 7% of the global supply of 
milk was sold outside of the region in which it was produced, primarily due to the cost of 
transportation as well as governments’ support of local dairy industries. Another growth sector was 
functional dairy products including milk enhanced or “fortified” with vitamins, minerals, or fibers 
and yogurts with probiotics or Omega-3 fatty acids. Globally, Nestlé and Groupe Danone dominated 
the dairy sector with an estimated €18.5 billion and €10.7 billion respectively in 2008 dairy revenues 
(see Exhibit 5 for top 20 global dairy companies). Coca-Cola, PepsiCo, Cadbury Schweppes, and 
Kellogg’s also offered functional dairy products.  


In Spain, sales of fortified milk (e.g., milk with added calcium or Omega-3s, milk designed for 
infants, and lactose-free milk) accounted for 20% of the country’s total milk consumption in 2008. The 
high proportion of functional milk consumption was credited to the efforts of dairies, the 
government, and regional health officials to promote the health benefits of these products.d 


In 2009, the EU was nearing the scheduled end of a lengthy process of undoing quota and price 
stabilization systems originally put in place in the 1980s. The 2003 Luxembourg Agreements on EU 
agricultural policy reforms involved the removal of price controls, a process that would be finalized 
in 2015. Economic liberalization of the dairy sector made European dairy prices more vulnerable to 
world market fluctuations, leading to steep declines in milk prices in 2008 and 2009. The EU 
Commission predicted that between 2000 and 2015, the deregulation process would result in a 12% 
increase in the volume of European milk production and a 40% drop in milk prices.e  


Ebro’s dairy business Ebro was the market leader in Spain’s high-value dairy sector, 
conducting business through two companies: Puleva and Lactimilk. Puleva focused on 
manufacturing and marketing differentiated, high value-added products associated with health, 
well-being, and quality. Puleva’s strategy was to launch products for specific markets segments, with 
a special focus on children and the elderly. The infant milk and baby food division was repurchased 
from Abbott in 2003. By 2008 Puleva held 44% share of the infant milk market in Spain and the 
company was developing Puleva Peques, a line of baby foods. Lactimilk administered dairy brands 
Ram, El Castillo, and Nado, focused on providing convenience to consumers. The dairy division was 
responsible for approximately 18% of group turnover.  
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Sales of dairy, the Ebro business segment most affected by the global economic downturn, 
declined 4% in 2008, but the company’s strategy of prioritizing innovation and functional products 
had resulted in sales gains in certain segments. Infant milk sales increased more than 24% and 
vaulted four percentage points in market share to 46% in volume; the company’s market share in 
fortified milk products also rose in 2008. Ebro also invested in innovation in packaging, creating 
containers that were both easier to use and helped to extend the life of the products. Research and 
development continued in innovations such as ready-to-eat milk-and-cereal products for infants and 
other functional products.  


In the first half of 2009, Ebro saw indications that its high value-added product focus allowed it to 
avoid a downward trend in prices driven by private label brands, whose share had increased to 37% 
of “classic” milk products in 2008. Buoyed by a strong performance of its infant nutrition line, the 
dairy division reported a first half turnover of €222 million, with EBITDA of €31 million, up 34.7% 
year on year. 


Rice 


Rice was the primary food staple for more than half of the world’s population.6 Rice needed only 
to be minimally processed (e.g., milled to remove the outer husk) before cooking and eating. Rice 
products included long-grain white and brown rice (which differed only in the degree the rice was 
milled), specialty varieties such as short- and medium-grain rice, and aromatic rice varieties such as 
basmati and jasmine. Some rice was processed before selling. Quick-cooking or “instant” rice was 
cooked and then dried. Parboiled rice (also known as “converted” rice) was cooked briefly before 
milling which made it easier to prepare in the home. The rice category included flavored rice mixes 
(rice plus seasonings served as a side dish). Rice was also an ingredient in soup or frozen meals. A 
staple of Asian and Hispanic diets, rice had increased in popularity in the U.S. and Europe along with 
the growing interest in ethnic foods. 


Uncle Ben’s (part of family-owned Mars, Inc., which had estimated 2008 revenues of $30 billion7) 
and Minute Rice were the only globally recognized brands in the rice category. Uncle Ben’s primarily 
sold parboiled rice as well as rice mixes and a line of cooking sauces, and Minute Rice sold instant 
rice. In the U.S., Quaker Foods (owned by PepsiCo) marketed rice mixes under the national brands 
Rice-A-Roni and Near East. The vast majority of rice was marketed under local, regional, or national 
brands, carried a distributor or supermarket label, or was sold unbranded. 


Ebro’s rice business  Ebro was the global leader in rice in 2009, with top positions in Europe 
and the U.S. It had milling, processing, and packaging operations throughout Europe, in the U.S., and 
in Asia. Turnover in 2008 was €891 million, representing 45% of the group’s business.  


Despite the challenging economy in 2008 including a spike in international rice prices (see Exhibit 
6 for rice prices), Ebro’s rice sales grew 20%, while EBITDA grew nearly 32%. Sales of innovative 
products including new convenience foods increased by over 100%, due especially to the warm 
reception given by consumers to new products launched in the U.S. Recent innovations in the rice 
category included precooked, shelf-stable plain rice and rice mixes (sold “wet” in aseptic packaging) 
which could be quickly reheated in the microwave as well as single-serving portions of precooked 
products. Ebro cited such new convenience foods, together with its policy of diversifying raw 


                                                           
6 In Asia alone, more than 2 billion people obtained 60% to 70% of their daily caloric intake from rice although this market was 
expected to decline in the long term as incomes increased. Rice was the most rapidly growing food source in Africa.  


7 Other Mars products included confectionary and pet foods, which made up 90% of revenues.  
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materials supplies and excellent execution by the company’s rice brands in England, Spain, Finland, 
Morocco, and the U.S. for its success. To position itself for further growth in international markets, 
the company had made significant investments in infrastructure, including plants, storage facilities 
for raw and finished materials, and equipment such as rice dryers in the U.S., Denmark, Thailand, 
Morocco, and Egypt as well as in Spain.  


In the first half of 2009, Riviana and Minute Rice both grew 20% in sales revenue and EBITDA. 
The boom of private label brands in basic categories contributed to a reduction in volumes in basic 
products. However, high value-added products achieved significant growth with turnover of €443 
million and a €58 million increase in EBITDA.  


Pasta 


Most of the pasta sold in the world was dry pasta, a long shelf-life product made by combining 
durum wheat and water. Dry pasta was a relatively inexpensive consumer food in most countries. 
Demand elasticity was high, and pasta was frequently featured in retail promotions to generate store 
traffic. For manufacturers of dry pasta, keeping prices low was essential to be competitive. Pasta 
factories were capital intensive and highly mechanized, with substantial economies of scale in 
manufacturing. Raw material costs were significant and successful companies had to be good buyers 
of wheat and other raw materials (see Exhibit 7 for wheat prices). Dry pasta was manufactured in 
hundreds of shapes.   


In addition to dry pasta, the market included fresh pasta, which had to be refrigerated, and frozen 
pasta, which was primarily sold in the form of pasta meals (e.g., chicken with rigatoni and red sauce). 
Fresh pasta and frozen meals were more expensive to produce than dry pasta, had a shorter shelf life, 
and required different production capabilities and distribution processes. 


The family owned Italian company Barilla (2008 group revenues of €4.4 billion and EBITDA of 
€444 million) was the world leader in dry pasta.8 Barilla’s pasta products were sold under the Barilla 
brand name throughout the world. The Barilla product line included pasta sauce, but the company 
did not compete in the fresh or frozen pasta segments. Founded in Parma, Italy, in 1877, in 2009 
Barilla was the leading brand of dry pasta in Italy, the U.S., and several other European countries. 
Outside of Barilla and De Cecco (another Italian firm), most dry pasta was marketed under local, 
regional, or national brand names. Many of these brand names were chosen to be Italian-sounding. 
Private label (store label) was also important in the dry pasta category.  


Nestlé-owned Buitoni was the largest competitor in the fresh pasta category. In 1988 Nestle 
acquired Buitoni, which was founded in Italy in 1827, from the Italian financier Carlo de Benedetti for 
a price of $1.27 billion. At the time of the transaction, Buitoni had annual sales of $1.8 billion, 
employed 8,000 people, and was Italy’s largest pasta maker.f Unilever-owned Bertolli was the largest 
competitor in the frozen pasta meal segment. The Bertolli line also included pasta sauce and olive oil. 
Bertolli was founded in Lucca, Italy, in 1865 as an olive oil company. Unilever bought the business in 
1994. In July 2008, Unilever sold Bertolli’s olive oil production business to the Spanish group SOS 
(Unilever retained the rights to use the Bertolli brand name).g At the time, there was speculation that 
Unilever might sell the rest of the Bertolli line. Bertolli sales (including olive oil) were about €300 
million in 2008.h Marketing for both Buitoni and Bertolli emphasized the brands’ Italian heritages. See 
Exhibit 8 for a list of leading pasta companies. 


                                                           
8 In addition to dry pasta, Barilla was the largest bakery company in Italy.  
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Sharp declines in pasta sales in the U.S. in the 2000s were attributed to the popularity of the 
Atkins Diet, which emphasized reducing consumption of carbohydrates. Sales had recovered, only to 
be caught in the run up in global wheat prices in 2008 which forced manufacturers to raise prices. As 
wheat prices receded in early 2009, manufacturers reduced prices some and also increased trade 
promotions. Category sales had benefited from the recession, which caused many consumers to 
become more price sensitive and eat at home more frequently. Dried pasta, in particular, was 
considered an inexpensive meal.  


Innovations in the pasta industry included shelf-stable or frozen microwaveable pastas meals that 
used a new “steam” system to produce a better quality product; shelf-stable microwaveable pouches 
of precooked pasta that could go from pack to plate in under two minutes; and fresh or frozen pasta 
meals in which the complete entrée was provided in one bag or box. Responding to the increased 
consumer interest in health and nutrition, several manufacturers had introduced whole wheat or 
multi-grain formulations, products fortified in fiber, protein and Omega-3s, and pasta made from 
organic flour. 


Ebro’s pasta business In 2009, Ebro was the second largest pasta producer worldwide, and 
had achieved leading market position in pasta as well as in sauces and other complementary brands 
and products in both Europe and the U.S. through its acquisitions. Pasta represented 38% of total 
group turnover with €994 million in turnover in 2008. Panzini held more than a third of the pasta 
market in France, Birkel was market leader in Germany, and New World Pasta held leading market 
share in the U.S. in both volume and value. Ebro also had operations in the U.K., Algeria, Czech 
Republic, and Russia. (See Exhibit 9 for Ebro’s pasta market share by country.) 


Despite a rocky start to 2008 when raw materials prices were high, Ebro’s pasta business ended 
the year with a 30% year over year increase in sales and a 20% rise in EBITDA. The recession in the 
U.S. may have helped improve sales, as U.S. consumers moved away from more expensive protein 
foods toward more inexpensive options including pasta.  


In pasta as in dairy and rice, Ebro had continued with an aggressive policy of innovation, 
developing value-added products with higher margins. New product introductions and a re-launch 
of its traditional pasta products were supported with marketing including an advertising budget that 
grew from €25 million in 2006 to €47 million in 2008. In the U.S., New World Pasta made efforts to 
extend its brand into new U.S. states; its introduction of pre-cooked pasta products appeared to meet 
with a positive reception from U.S. consumers in the last three months of 2008. In the first half of 
2009, Ebro saw growth of 54% year on year, generating a division EBITDA of €61.7 million, with €464 
million in net turnover.  


Running the Business 


The number of Ebro acquisitions in rice and pasta during the 2000s, and the speed with which the 
group was transforming itself—including the sale of the sugar business in 2009—required adoption 
of new strategies for running Ebro’s businesses as a whole.  


Integrating Acquisitions and Organization 


Throughout the series of acquisitions, Hernández  and other Ebro leaders sought out companies 
with strong management teams that could collaborate to assure integration of acquisitions, 
adaptation of the group’s management organization, brand development, innovation, efficiency, and 
continued global expansion. Ebro had followed a path of slow integration. Hernández explained, 
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“Our initial approach is not to interfere. We don’t go in and kick the managers out and begin 
changing brand names. We encourage the existing management team to stay on and run the business. 
We give them lots of autonomy. We listen a lot, especially in the beginning. We must understand the 
business before doing anything.” 


After the acquisitions, Ebro developed a matrix organization. Local CEOs in each country 
reported with a dual line to both the rice business head in Spain and the pasta business head in 
France. All the divisions maintained their independence and were managed on a decentralized basis, 
but divisions supported each other on projects. Over time, Ebro had begun to  introduce changes in 
the acquired businesses. For example, in the U.S. Ebro developed a common IT platform, which was 
closely integrated with Spain, and combined legal and human resources departments to support all 
products. “First, we went after the low hanging fruit,” noted Hernández. “Five years later, we are 
finally organizing a common sales team in the U.S. for both rice and pasta.” In 2009, Ebro still had 
two U.S. CEOs, one for rice and one for pasta. Hernández added, “We are working toward having 
one chairman and one CFO across all the U.S. businesses.”  


Ebro’s headquarters were in Madrid, with a lean staff of 32. Central services were kept to a 
minimum and reduced to legal and financial matters and investor relations and communications. 
“We do not run Ebro like a military operation. We must be flexible,” Hernández said. Hernández’ 
brother Félix noted that his brother’s background in running a business influenced his style as 
chairman: “He’s not just a numbers guy, but gets down into the operating details.” Hernández 
dedicated one morning a week to the sugar division until its sale, another to Puleva, and part of his 
weekends to Herba when he returned to Seville to be with his family. He travelled to the U.S. for one 
week every month and to Lyon, France, every other week. Monthly, he attended board and 
management committee meetings of each of the companies (Herba in Seville, Puleva in Granada, and 
Panzani in Lyon), and also participated in joint quarterly meetings at which matters affecting the 
group as a whole were discussed. See Exhibit 10 and Exhibit 11 for members and organizational 
chart of the management committee. 


Synergies between Rice and Pasta 


Ebro expected that rice and pasta operations would work well together. “Panzini in France 
showed us there could be strong synergies between the rice and pasta businesses,” noted Hernández. 
“They share a common distribution channel and are often purchased by the same retail grocery 
buyer.9 To bring the two businesses together, we began with logistics—introducing common depots 
that were strategically located. Then sales teams sold both rice and pasta.” Sourcing could also be 
combined, since the same skills were used to purchase rice and durum wheat. In the U.S., Ebro also 
had dedicated sales teams for large customers such as Walmart, Kroger, and Safeway. 


In 2009, the marketing departments were still separate for the rice and pasta businesses. “But 
within next 12 months it will be run like one company,” noted Hernández. “At the Ebro level, we will 
have two different P&Ls—one for rice and one for pasta. This is different from other food companies, 
which often have P&Ls for each brand.”  


Ebro planned to achieve further savings by consolidating activities across different brands within 
a category. For example, the group was building a new rice processing plant in Memphis which, 
when it opened in 2010, would replace an older plant in Houston, Texas. Instead of 1,300 employees, 
the new facility would employ only 500. In addition, the Memphis plant had been designed to emit 


                                                           
9 This was true for dry pasta and rice, but not for fresh pasta or frozen meals. 
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no waste water—traditionally a byproduct of the instantizing process for Minute Rice. This would 
save $5 million a year in treatment and sewage costs. 


Brands 


By 2009, Ebro owned more than 60 brands covering dairy (in Spain only), rice, and pasta. (See 
Exhibit 12 for brand list.) According to Hernández, Ebro’s strategy was to be the global leader using 
local brands. “We can’t sell Panzani pasta to Germans,” he said. “They don’t recognize or identify 
with a French brand. That’s why we bought Birkel, which was a 120-year-old German company.” 
Hernández felt that it was critical not to consolidate regional brands under a global umbrella given 
the importance of country differences in Europe.  


Hernández noted that although Europe was dominated by big chains, such as Carrefour and 
Metro, the buying was done on a country level. “While these chains are international, they act very 
national,” he added. “Many brands in the store are sold only in that country. They hold little appeal 
elsewhere. The markets themselves are relatively small compared to the U.S. There are 500 million 
people living in the EU, but they are spread across 27 countries and they speak 23 languages. There 
are 300 million people in the U.S., all speaking English.” 


 Hernández recognized that just because people spoke the same language, there could still be 
strong regional differences: “For example, customers in Texas are extremely loyal. They are dedicated 
to Skinner pasta, which has a market share of more than 40%. We can’t even change the box. The one 
time we tried, we received 65,000 emails.” Given the size of the U.S. market, regional brands could be 
quite large: Ebro’s pasta sales in Texas were twice its sales in all of France. “In pasta, we must fight 
the top U.S. national brand with strong regional brands,” said Hernández. Going forward, Ebro 
planned to continue to support its regional brands but all new product launches in pasta would be 
carried out under the Ronzoni brand. At the end of 2004, Ebro had introduced microwaveable pre-
cooked single-serving containers of rice through Ronzoni, as well as the Ronzoni sub-brands Smart 
Taste and Healthy Harvest.  


In Europe, Ebro supplied a dwindling number of retailers with instant rice and pasta for their 
private label lines. In the U.S., New World Pasta and Riviana also had private label sales when they 
were acquired by Ebro. “We have been getting out of the most commoditized part of this business,” 
commented Salvador Loring Lasarte, head of institutional relations, “We are staying in parts where 
we can create good and sustainable value for our company while we try at the same time to add 
value to the rice and pasta categories as a whole”  


Industrial Sales 


In addition to retailer private label brands, Ebro also supplied large industrial customers such as 
Kellogg’s, Nestlé, and Procter and Gamble (P&G). Before 2000, 75% of Herba’s rice sales were made 
to such industrial-level customers, but after the acquisition of Riviana, industrial sales dropped to 
59%. In keeping with the general strategy of providing value-added products, the nature of industrial 
sales also began to change. “Now we are looking to not just sell the commodity product,” explained 
Félix. “We work closely with customers to develop value-added ingredients. For example, for the 
baby food category we provide flours that are non-GMO [genetically modified organisms] and 
grown without pesticides. And we sell a special rice flour to P&G for their Pringles potato chips.”  
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New Product Development 


Ebro handled its new product development from Europe (Spain for rice and France for pasta), 
although in close consultation with the U.S. By 2009, Ebro had six R&D centers (three in Spain, two in 
France, and one in the U.S.) that developed new products, packaging, and new food production 
technology. Newly developed products were presented to country managers, who decided which 
ones they wanted to introduce in their market.  


Hernández believed it was critical to follow the market trends. “Consumers want to both eat well 
and have convenience,” he said. “They want a healthy product but it must taste good at the same 
time.” The team in France worked on flavor and texture, while one person in Seville handled all 
communications regarding R&D and new products, as well as everything related to recipes. Health 
and nutrition information was analyzed and placed on product labels.   


New recipe development was fraught with complications. “It’s hard to get the recipe right across 
countries,” commented Hernández. “Health and good taste should go together, but sometimes they 
don’t—as in the case of the Ronzoni Bistro pouch.” The Ronzoni Bistro pouch was a shelf-stable 
product containing a microwaveable pasta meal; it was discontinued in 2008. “The project was 
underway when we bought New World Pasta,” said Hernández. “It was developed in the U.S. by a 
group that made food for the military. The product itself tasted terrible—as bad as canned spaghetti 
and meatballs. In addition, there were problems with the production technology. Some pouches had 
mainly pasta and no sauce, while other pouches had only sauce.” Customers registered their 
dissatisfaction on Internet blogs. “The U.S. is a big market, so it costs a lot to have a failed 
introduction there,” noted Hernández. 


One way Ebro managed this risk was to initially produce new rice products in Spain and export 
them to the U.S. Ebro used this approach on its new Minute Rice pouch in the U.S. Félix explained: 


We began by manufacturing the product at our plant in Seville. We spent three years trying 
new recipes for the chicken-flavored pouch. We used the imported product to test the concept 
and build the brand. This gives us complete control over product quality—so we didn’t have 
another experience with contract manufacturing like Ronzoni Bistro. Today we are selling 29 
million units. We don’t make a profit on it, but we knew it would be profitable once we moved 
it to our new plant in Memphis. That will free up capacity in Seville, so we have just started 
testing a new microwaveable baby cereal for Spain based on the same production technology. 


Ebro’s new Minute Rice pouch was growing faster than Uncle’s Ben’s microwaveable pouch, 
which had been on the market for five years. “We have only five SKUs compared to 25 for Uncle 
Ben’s,” noted Félix. “We are approaching a 30% market share and looking to introduce additional 
products in the line.” 


The R&D teams also worked on ingredient substitution—how to make recipes simpler and at 
lower cost without sacrificing quality. The teams also did this for industrial products, such as rice 
flour. In Seville, Ebro had begun building a new plant to produce special flours that could substitute 
for starches. “Our goal is to develop a new flour that absorbs 20% less oil than traditional coatings,” 
explained Félix. “This product not only would be healthier for consumers, but would also provide a 
substantial cost savings to food companies since oil is expensive.” 


Ebro owned 51% of Puleva Biotech, the former R&D department of Puleva, which had gone public 
in 2001. In 2009, Puleva Biotech employed 200 staffpeople working on R&D, production and 
marketing of functional foods, mainly dairy products. Puleva Biotech focused on developing and 
marketing products based on natural ingredients with positive health effects.   
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Financial Results and Stock Price 


In 2008 and 2009, the Ebro group registered significant gains. During a continuing global 
economic downturn which hit Spain particularly hard, Ebro’s 2008 turnover reached €2.4 billion 
(excluding sugar), an increase of 19% from the previous year. Net profit grew by 44% to over €130 
million, while EBITDA increased nearly 20%, to €272 million. Ebro’s stock performance during 2008 
was better than most comparable stocks. Ebro shares fell by 22%, while the Ibex 35 dropped by 40%, 
the Ibex Medium by 47%, the Ibex Small by 57%, and Euro Stoxx Food and Beverage by 37%. 


In the first three quarters of 2009, although turnover was down 3% from the same period the 
previous year, Ebro recorded a net profit of €135 million, representing a year-on-year growth of 45%. 
EBITDA rose 19% year on year to €217 million, and Ebro projected that at the end of the full year, its 
earnings would equal 2007 figures, when the sugar business was still part of the group’s holdings. 
With the completion of the sale of the sugar business, Ebro reduced its debt by 56% to €545 million. 
After falling from €10.5 in January 2009 to near €8.0 in March, the group’s share price on the Spanish 
stock exchange had climbed gradually but fairly steadily to €14 in December 2009. (See Exhibit 13a 
and Exhibit 13b for stock performance compared to other food companies and indexes and Exhibit 
14 for selected food company results.)  


Next Steps 


Moving ahead, Ebro would continue to focus on two primary platforms: health and nutrition, and 
convenience. In health and nutrition, Hernández believed that Ebro had an advantage over other 
companies: “We’ve been focusing on this for years in our dairy business, well before other food 
companies thought about healthy products. We gave up on regular milk sales, because there was no 
way to make any money in that category. Now the entire strategy of the dairy division is based on 
health and wellness. Dairy is a good base for a functional product. We know how to innovate and 
how to bring new products to the market. We can extend some of that product development work 
into pasta, where we are launching products that are made with whole grains or are fortified with 
vitamins.”  


The convenience platform drove Ebro to focus on processing technology and packaging, as well as 
the development of “meal solutions” for busy consumers. Loring remarked on the company’s 
transition from bulk sales to smaller, high value packages: “When we were a sugar company 80% 
was bulk sales. We have transformed ourselves into a branded foods company. Today, more than 
70% is sold under a brand. The next step is to continue transforming our product mix from plain 
(relatively undifferentiated) products—dry pasta and rice—to value-added products, such as meals, 
complete side dishes, and convenience products. In addition, we are moving from big to small. We 
want to sell smaller bottles in dairy and single-serving ‘pots’ of rice and pasta. This is a significant 
change for a company used to operating large but simple processing plants.”  


Ebro’s strategy had to adapt to the effects of the recession. “The European consumer has changed 
more in the last 12 months than they had in the previous 12 years,” noted Hernández. Beginning in 
2008, the firm saw a big change in consumer behavior particularly in southern Europe where 
unemployment was very high. “Shopping in Europe—even for food—used to be mostly about 
fashion,” Hernández explained. “What you bought was part of your identity. Now cash-strapped 
consumers who used to be brand loyal have become much more sensitive to price. Their behavior has 
moved closer to their U.S. counterparts, who historically have focused more on price rather than 
quality.” As a result, the share of premium-priced products—such as ‘biologique’ or organics—had 
fallen throughout Europe, particularly in the U.K. and Germany. 
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The increased price sensitivity had opened the door for private labels or distributor brands. “We 
have seen an increase in private label in the U.S., and an even larger increase in southern Europe,” 
said Hernández. For example, private label share in the rice category in Spain had increased from 
30% to 65% in only three years. A consequence was that the mid-tier brands—numbers three, four, 
and five—had lost their space on the shelf. However Hernández was not sure how long the growth of 
private label would last. “Today private label in Spain and Portugal is not making any money, so 
there may be a new emphasis of national brands to set a price umbrella in a category. That’s the 
situation in France, where private label hasn’t increased significantly but it is profitable for the 
retailer,” he commented.  


The big question on Hernández mind was how to grow the business. One option was to expand to 
new countries. “It’s hard to grow organically unless you go to a new country,” he said.  


We did that in Morocco and there may be more room in western Africa. We are in Central 
and Eastern Europe but today we don’t make any money there. These are not traditional pasta 
or rice eating countries. Annual consumption is only one to two kilograms of rice per person. 
And they don’t know our brands. We could start with a new brand, but it’s risky—there are 
still foreign exchange issues, and sometimes customers just don’t pay their bills. There is also a 
problem with local competitors copying your product. In the large rice consuming countries of 
Asia, we don’t see any value in going there. They eat a lot of rice, but either the existing brands 
are okay or most of the product is sold unbranded in very large packages. There is no way to 
make money in those markets. We have no business selling rice in the India or China market. 


Another option was to develop a new line of business, such as frozen meals, in an existing market. 
“There’s a hole in frozen,” Hernández explained. “Neither of the existing brands—Buitoni and 
Bertolli—has a significant presence in the dry category. We think there is room for a specialist, so that 
the leading pasta brand—say Panzani in France or Ronzoni in the U.S.—is also the one a consumer 
would trust to bring a frozen pasta dish.”  


Overall, Hernández saw more opportunity in North America than in Europe: 


The North American retail sector is better behaved—everyone wants to make a profit so the 
rules are clear—and the quality of some of the current products on the market is low. We are 
working closely with another Spanish company who is opening a frozen food plant in the U.S. 
Our first trial is with Walmart in Texas, where we will introduce a frozen rice meal under the 
Mahatma brand and a frozen pasta meal under the Skinner brand. There may also be an 
opportunity to expand fresh pasta sales in certain parts of the U.S., such as the East Coast. 
Fresh pasta sales are much higher in Canada, where we have 40% share with our Catelli brand. 
We are also considering other categories, such as cereal-based baby foods. The size of that 
category is quite small in the U.S. compared to Europe, so there may be room to expand it. But 
we should also decide what to do with Mexico, where today we sell very little. 


Ebro had been successful at creating a global rice and pasta business. Other companies, including 
Kraft, Mars, and Pepsi, had tried this and failed. The question facing the company was how to 
continue to build upon this success. “We’ve sold our sugar and biofuels businesses,” said Hernández. 
“We’ve been trying to buy, and are looking around for a good fit at the right price. What should we 
do next? And what should we do about our dairy division?” 
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Exhibit 1 (continued) Balance Sheet excluding Sugar, 2007 and 2008 


ASSETS (thousands of Euros) December 31, 2008 December 31, 2007 


Non-current assets 
Intangible assets  300,295 289,100
Property, plant and equipment  557,360 800,046
Investment properties  30,526 14,506
Financial assets  21,836 186,015
Investments in associates  13,293 16,067
Deferred tax assets  46,688 73,107
Goodwill  836,412 806,546
Other non-current assets  6 49


1,806,416 2,185,436
Current assets 
Inventories  357,531 505,951 
Trade and other receivables 423,504 493,759
Current tax  1,508 10,677
Tax receivables  61,869 63,426
Derivatives and other financial instruments  283 142
Other non-current assets 15,139 21,506
Current assets  117,584 94,599


977,418 1,190,060
Non-current assets held for sale  639,078 0
Total assets 3,422,912 3,375,496


LIABILITIES December 31, 2007 
 


December 31, 2008 


Equity and liabilities 1,228,686 1,222,238 
Equity attributable to equity holders of the parent company
Issued capital  92,319 92,319
Share premium  34,333 34,333
Other restricted reserves  21,633 21,633
Retained earnings  1,174,383 1,106,662
Translation differences  (57,506) (45,962)
Treasury shares  (62,031) (10,740)


1,203,131 1,198,245
Equity attributable to minority interests 25,555 23,993
Non-current liabilities 
Deferred income  15,591 14,299
Provisions for pensions & other post-employment benefits 39,060 35,386
Other provisions  20,310 189,094
Financial liabilities  718,550 706,941
Other non-financial liabilities 118 178
Deferred tax liabilities  136,199 140,031


929,828 1,085,929
Current liabilities  
Financial liabilities  378,432 381,855
Derivatives and other financial instruments  547 884
Trade and other payables  444,486 594,918
Current tax  16,017 7,990
Tax payable  16,863 77,105
Other current liabilities 10,929 4,577


867,274 1,067,329
Non-current liabilities held for sale  397,124 0
Total equity and liabilities 3,422,912 3,375,496
    


Source: Company documents. 
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Exhibit 1 (continued) Consolidated Income Statements excluding Sugar for the Years Ended 
December 31, 2007 and 2008 


(Thousands of Euros) December 31, 2008 December 31, 2007
    
Revenues  2,367,902 2,004,182 
Change in inventories of finished goods and work in progress 18,140 27,061 
Capitalized expenses of Company work on assets 2,549 2,477 
Other operating revenues  39,371 39,803 
Consumption of goods and other external charges  (1,423,864) (1,156,655) 
Employee benefits expense  (275,212) (261,074) 
Depreciation and amortization  (70,000) (67,935) 
Other operating expenses  (464,096) (424,923) 
Operating profit  194,790 162,936 
Finance revenue  14,546 16,674 
Finance expense  (84,232) (84,104) 
Impairment of goodwill  (7,358) (8,186) 
Share of profit (loss) of associates  (14,292) (4,469) 
Consolidated profit before tax 103,454 82,851 
Income taxes  (29,549) (20,629) 
Consolidated profit for the year (from continuing operations) 73,905 62,222 
Profit (loss) for the year from discontinued operations  57,965 30,251 
Consolidated profit for the year 131,870 92,473 
Attributable to:  
Equity holders of the parent 130,637 90,577 
Minority interests 1,233 1,896 
    131,870 92,473
Earnings per share: 
For profit from continuing operations 0.484 0.393 
For profit for the year 0.871 0.590 


 


Consolidated Statement of Recognized Income and Expense for the Years Ended December 31, 2008 and 2007 


 


(Thousands of Euros) 2008 2007
    
Gains (Losses) in the valuation of available-for-sale financial assets (102) (75) 
Translation differences (9,439) (14,526) 
Translation differences reversed to the income statement for the year (328) 0 
Actuarial profit and loss (14,260) 0 
Tax effect for items recognized against or transferred from equity 5,257 0 
Gain (loss) recognized in equity (18,872) (14,601) 
Profit for the year 131,870 92,473 
Total recognized income and expenses for the year) 112,998 77,872 
Attributable to:  
Equity holders of the parent  109,988 76,327 
Minority interests  3,010 1,545 
 112,998 77,872
    


Source: Company documents. 
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Exhibit 1 (continued) Consolidated Cash Flow Statements excluding Sugar for the Years Ended 
December 31, 2007 and 2008 


(Thousands of Euros)  2008 2007 
    
Receipts from sales and services 3,374,954 2,999,748 
Payments to suppliers and employees (3,174,476) (2,633,937)
Interest paid (65,722) (71,655) 
Interest collected 2,625 1,940 
Dividends received 693 13 
Other receipts / payments from operating activities 19,382 (10,031) 
Income tax paid (13,753) (55,134) 


Net cash flows from operating activities 143,703 230,944 


Purchase of property, plant and equipment (100,948) (87,046)
Sale of property, plant and equipment 3,585 28,440 
Purchase of financial investments (48,867) (31,053)
Sale of financial investments 40,873 (203) 
Other receipts / payments from investing activities 40,084 6,043 


Net cash flows from investing activities (65,273) (83,819)
Transactions with treasury shares (51,283) (10,640) 
Dividends paid to shareholders (55,440) (56,956) 
Repayment of loans and borrowings 137,975 80,158 
Repayment of borrowings (86,150) (146,190) 
Other financial receipts / payments and government grants 2,819 7,279 


Net cash flows from financing activities (52,079) 126,349 
Translation differences of flows from foreign operations (150) 16 


Increase (decrease) in cash and cash equivalentsi 26,201 20,792 
Cash and cash equivalents at January 1 94,599 75,070 
Effect of foreign exchange rates on the opening balance 1,590 (1,263) 


Cash and cash equivalents at December 31 122,390 94,599 
The cash flow statement includes cash flows corresponding to 


discontinued activities of the Sugar Business whose principal 
cash flow captions are provided below:  


Total net cash flows by operating activities 19,399 93,582 
Total net cash flows by investment activities 8,022 (4,405) 
Total net cash flows by finance activities 30,271 (24,512) 
The following table presents the reconciliation of cash and cash 


equivalents with the balance sheet at Dec 31, 2008 and 2007 
Cash on the consolidated balance sheet 117,584 94,599 
Cash corresponding to discontinued operations 4,806 0 


122,390 94,599 
      


Source: Company documents. 


iIncrease (decrease) in cash and cash equivalents equals the sum of net cash flows from operating activities, investing activities, 
financing activities, and translation differences. 
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Exhibit 2 Rice and Pasta Acquisitions 


Date Company Country Acquisition Price
April 2003 Reis-Fit, Ris-Fix Germany, Austria, Denmark € 21 million 
November 2003 Riceland-Magyarorszàg Hungary N/A 
December 2003 Danrice, Danpasta Denmark N/A 
April 2004 Vogan & Co., Ltd. UK N/A 
September 2004 Riviana USA € 310 million 
April 2005 Panzani France € 639 million 
June 2006 New World Pasta USA, Canada € 263 million 
July 2006 Minute Rice Canada, USA € 203 million 
July 2007 Birkel Germany € 30 million 
   


Source: Company documents. 
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Exhibit 3 Ebro Puleva Business and Brand Summary  


RICE:  The Group was world leader in the rice business. Its origins in Spain went back to 1950, while its international 
expansion began in 1986 with the acquisition of leading companies and brands in Spain, U.S., Canada and northern Africa. In 
2008, this division was also present on the Asian continent, with an extensive portfolio of brands and leading products in the 
category, representing 45% of the Group’s business.  


Principal brands:  Brillante®, Cigala®, Nomen®, La Fallera® y Rocío® in Spain. Oryza®, Reis Fit®, Ris-Fix®, Bosto®, 
Riceland®, Risella®, Riziana®, Gourmet House®, Peacok®, Phoenix®, Miura®, Mahatma®, Success®, Carolina®, Water 
Maid®, River S&W®, Lustucru®, Taureau Ailé®, Minute®, Herba®, Panzani®, Casi®, etc. in Europe, Morocco, Libya, 
U.S., and Canada. 


 


PASTA:  Together with rice, pasta was the most international business of the Ebro Puleva Group. Represented by New World 
Pasta (leader in U.S. and Canada), Panzani (no. 1 in France in dry and fresh pasta, sauces, couscous, and semolina) and 
Birkel (no. 1 in Germany), the Group was the second largest pasta producer worldwide. Apart from these countries, Ebro 
Puleva also traded under the Panzani and Birkel brands in Belgium, Hungary, U.K., Algeria, Czech Republic, and Russia. In 
2008, the overall business of the division accounted for 38% of the total Group turnover. 


Principal brands:  Panzani®, Lustucru®, Birkel®, Skinner®, 3 Glocken®, Schuele®, Minuto®, Nudel Up®, Ronzoni®, 
Ronzoni Smart Taste®, Catelli®, Catelli Smart®, Healthy Harvest®, American Beauty®, Prince®, Saint Giorgio®, Lancia®, 
Creamette®, Regia® and Ferrero®. 


 


DAIRY:  The dairy division operated mainly in manufacturing and marketing of differentiated dairy products with a high value 
added, bolstered by a powerful research and innovation line focused on consumer health. Under the same premises, in 2008 
the division was developing a major business line in the baby foods segment. This focus was complemented by the 
development of other dairy products geared towards values such as convenience and flavor. In 2008, this division accounted 
for approximately 18% of Group turnover. 


Principal brands, Puleva®, Ram®, El Castillo® and Nadó®. 


 


BIOTECHNOLOGY:  This division, run by the Puleva Biotech Group, engaged in research, development, manufacturing and 
marketing of new products based on natural ingredients with positive health effects and the ability to enhance consumers’ 
quality of life. 


Principal brands:  Eupoly-EPA®, Eupoly-DHA®, Hereditum®, Liposterine®, Olixxol®, Genixxoy® and Exxenterol®. 


Source: Company documents.  
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Exhibit 4a Consolidated Figures for Core Businesses, 2005-2008 (Thousands of Euros)   


RICE BUSINESS 
(Herba+Riviana) 2005 2006 2007 2007–2006 2008 2008–2007 


CAGR 
2008–2005


Net turnover 667,988 672,500 741,107 10.2% 890,969 20.2% 10.1% 
EBITDA 68,820 71,343 96,194 34.8% 126,560 31.6% 22.5%
   Percent of net sales 10.3% 10.6% 13.0% 14.2% 
EBIT 49,147 51,368 75,297 46.6% 105,724 40.4% 29.1%
Operating profit 46,932 40,722 74,287 82.4% 104,365 40.5% 30.5% 
Branded Rice, % of sales 51.7% 51.7% 55.7% 57.1% 
Industrial Rice, % of sales 38.0% 37.0% 33.8% 34.9% 
    


Average current assets 166,035 191,208 188,294 -1.5% 263,281 39.8% 
Capital employed 455,937 462,702 498,237 7.7% 556,299 11.7% 
ROCE 13.1 11.1 15.1 19.0 
Capex 25,727 23,098 22,046 -4.6% 20,044 -9.1% 
    


PASTA BUSINESS 
Panzani+NWP+Birkel) 2005 2006 2007 2007–2006 2008 2008–2007 


CAGR 
2008–2005


Net turnover 291,041 588,573 762,489 29.5% 993,696 30.3% 50.6% 
EBITDA 44,416 92,093 88,450 -4.0% 105,993 19.8% 33.6%
   Percent of net sales 15.3% 15.6% 11,6% 10.7% 
EBIT 31,492 66,408 58,274 -12.2% 75,581 29.7% 33.9%
Operating profit 33,957 63,758 56,709 -11.1% 65,312 15.2% 24.4% 
    
Average current assets 28,889 57,592 69,642 20.9% 121,795 74.9% 
Capital employed 217,927 361,120 441,731 22.3% 511,570 15.8% 
ROCE 14.5 18.4 12 14.8 
Capex 15,964 19,419 23,677 21.9% 18,460 -22.0% 


DAIRY BUSINESS 2005 2006 2007 2007–2006 2008 2008–2007 
CAGR 


2008–2005
Net turnover 518,137 504,140 527,489 4.6% 506,064 -4.1% -0.8% 
EBITDA 54,121 55,460 53,033 -4.4% 50,135 -5.5% -2.5%
   Percent of net sales 10.4% 11.0% 10.1% 9.9% 
EBIT 37,507 40,176 37,541 -6.6% 34,993 -6.8% -2.3%
Operating profit 31,473 38,097 36,379 -4.5% 31,572 -13.2% 0.1% 
    
Average current assets 79,597 87,508 74,072 -15.4% 60,738 -18.0% 
Capital employed 225,904 223,511 196,938 -11.9% 182,363 -7.4% 
ROCE 16.6 18 19.1 19.2 
Capex 17,501 14,625 16,872 15.4% 10,879 -35.5% 
    


Source: Company documents. 
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Exhibit 4b Operating Segments P&L, Years Ending December 31, 2007 and 2008 


INFORMATION ON OPERATING SEGMENTS—CONTINUING OPERATIONS 


EBRO PULEVA GROUP 
(thousands of Euros) Consolidated Total Rice Businessa Pasta Business 
Profit & Loss 12/31/2008 12/31/2007 12/31/2008 12/31/2007 12/31/2008 12/31/2007 
   
Sales to external customers  2,367,902 2,004,182 843,417 726,476 977,048 729,564 
Inter-segment sales  47,552 31,906 16,649 15,651 
Total revenues  2,367,902 2,004,182 890,969 758,382 993,697 745,215 
Changes in inventories  18,140 27,061 16,057 7,067 (1,023) 3,855 
Capitalized expenses of company 


work on assets  2,549 2,477 15 24 183 21 
Other operating revenues  39,371 39,803 9,622 5,951 4,087 14,820 
Consumption of goods and other 


external charges  (1,423,864) (1.156,655) (555,013) (429,595) (573,715) (398,429) 
Employee benefits expense  (275,212) (261,074) (85,977) (86,245) (121,796) (111,283) 
Depreciation and amortization  (70,000) (67,935) (20,836) (20,897) (30,412) (30,176) 
Other operating expenses  (464,096) (424,923) (146,972) (160,400) (205,708) (167,312) 
Operating profit  194,790 162,936 107,865 74,287 65,313 56,711 
Net finance revenue (cost)  (69,686) (67,430) (18,246) (18,514) (8,544) (8,149) 
Impairment of goodwill  (7,358) (8,186) (523) 0 (6,827) (7,805) 
Share of profit (loss) of 


associates  (14,292) (4,469) 1,489 1,721 (3,589) (2,500) 
Profit before tax  103,454 82,851 90,585 57,494 46,353 38,257 
    


INFORMATION ON OPERATING SEGMENTS—CONTINUING OPERATIONS (following) 


EBRO PULEVA GROUP 
(thousands of Euros) Dairy Business EP Holding 


Other Businesses and
Consol. Adjustments 


Profit & Loss 12/31/2008 12/31/2007 12/31/2008 12/31/2007 12/31/2008 12/31/2007 
    
Sales to external customers 505,532 526,163 45 (162) 41,860 22,141 
Inter-segment sales 532 1,326 27,598 54,039 (92,331) (102,922) 
Total revenues  506,064 527,489 27,643 53,877 (50,471) (80,781) 
Changes in inventories  2,439 16,647 0 0 667 (508) 
Capitalized expenses of company 


work on assets  2,328 2,432 0 0 23 0 
Other operating revenues 8,714 5,642 12,077 13,918 4,871 (528) 
Consumption of goods and other 


external charges (335,292) (365,498) 0 0 40,156 36,867 
Employee benefits expense (48,298) (49,016) (8,991) (7,604) (10,150) (6,926) 
Depreciation and amortization (15,142) (15,492) (344) (265) (3,266) (1,105) 
Other operating expenses (89,241) (85,825) (18,336) (25,511) (3,839) 14,125 
Operating profit  31,572 36,379 12,049 34,415 (22,009) (38,856) 
Net finance revenue (cost) 1,924 1,860 (45,406) (46,376) 586 3,749 
Impairment of goodwill (8) (381) 0 0 0 0 
Share of profit (loss) of associates 0 0 0 0 (12,192) (3,690) 
Profit before tax 33,488 37,858 (33,357) (11,961) (33,615) (38,797) 
    


Source: Company documents. 
aIncludes three (3) months of operations by the Birkel Group in 2007 and 12 months in 2008.  
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Exhibit 5 Top 20 Global Dairy Companies, 2008 


Company Headquarter Country
2008 Turnover 
(USD billion)


2008 Turnover 
(EUR billion)


       
Nestlé Switzerland 27.2 18.5 
Danone France 15.7 10.7 
Lactalis France 13.7 9.3 
FrieslandCampina Netherlands 13.7 9.3 
Fonterraa New Zealand 12.0 8.2 
Dean Foods U.S. 11.8 8.1 
Dairy Farmers of America U.S. 10.1 6.9 
Aria Foods Denmark/Sweden 10.1 6.9 
Kraft Foods U.S. 7.5 5.1 
Unileverb Netherlands/United Kingdom 6.6 4.5 
Parmalat Italy 5.4 3.7 
Saputo Canada 5.3 3.6 
Bongrain France 5.2 3.6 
Meiji Dairies Japan 4.7 3.2 
Morinaga Mild Industry Japan 4.3 3.0 
Land O’Lakes U.S. 4.1 2.8 
Nordmilch Germany 3.7 2.5 
Schreiber Foodsb U.S. 3.7 2.5 
Mengniu China 3.4 2.4 
M ller Germany 3.4 2.3 
       


Source: Adapted from Rabobank International, 2009. 


aFigure interpolated from 14 months data. 


bEstimate. 
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Exhibit 6 Index of International Rice Prices, January 2006-September 2009 
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Source: Company documents. 


 


Exhibit 7 Durum Wheat Price, January 2006-September 2009 (EUR/Ton) 
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Source: Company documents. 
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Exhibit 8 Top 20 Global Pasta Companies, 2007 


Company Headquarter Country 2007 Turnover 
(USD millions) 


2007 Turnover 
(EUR millions)


Barilla Holding SpA Italy 1,513.7 1,029.7 
Grupo Ebro Puleva SA Spain 911.8 620.3 
Nestlé SA Switzerland 506.4 344.5 
Cargill Inc U.S. 323.7 220.2 
Pastifício Selmi AS Brazil 319.0 217.0 
Heinz Co, HJ U.S. 292.4 198.9 
M Dias Branco SA Comércio e Indústria Brazil 248.6 169.1 
Makfa OAO Russia 229.9 156.4 
De Cecco SpA Italy 224.0 152.4 
American Italian Pasta Co U.S. 216.5 147.3 
Nisshin Seifun Group Inc Japan 206.4 140.4 
Pastificio Rana SpA Italy 193.8 131.8 
La Moderna SA de CV, Grupo Mexico 191.7 130.4 
Agros APK ZAO Russia 168.8 114.8 
J Macêdo Alimentos SA Brazil 149.4 101.6 
Dangote Group of Companies Nigeria 128.4 87.3 
Divella, F SpA Italy 125.3 85.2 
Comercial Gallo SA Spain 113.4 77.1 
Alicorp SAA Peru 112.4 76.5 
Golden Pasta Co Nigeria Ltd Nigeria 105.1 71.5 
  


Source: Adapted from data provided to casewriters from Euromonitor, 2009. 


 


 


Exhibit 9 Ebro Market Shares in Pasta, 2008 


Market Shares 


Value (52 weeks, Nielsen) 


Dry Pasta Fresh Pasta Sauces 


France (Panzani) 35.3% 33.3% 39.4% 
U.S. (New World Pasta) 24.4%   
Canada (New World 
Pasta-Ronzoni) 


43.2%  N.A. 


Germany (Birkel) 13.3%  4.5% 
    


Source: Company documents. 
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Exhibit 10 2009 Organizational Chart  


Board of Directors
Chairman:


Antonio Hernández
Callejas


Director General 
Jaime Carbó


Puleva
Director General:


Gregorio Jiménez


Puleva Biotech
Chairman:


Gregorio Jiménez


Herba
Director General:


Félix Hernández Callejas


Panzani
Director General:


Guy Callejón


General Secretary
of the Board


Miguel Ángel Pérez


 


Source: Company document. 
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Exhibit 11 Ebro Puleva Board Members 


Name Background
Antonio Hernández 
Callejas 


Obtained a degree in Economics from Seville University. Associated with the 
family-run rice business Herba, where he worked summers as a college student in 
the laboratory and in purchasing department. After graduating, he was responsible 
for exports and bank relations. Following the sale of Herba to the Ebro Puleva 
Group, he occupied the post of director general and CEO of Herba and 
subsequently became chairman of the Group and CEO of several of its companies. 


Jaime Carbó Fernández Obtained a degree in Law and Economics from ICADE and an MBA from Instituto 
de Empresa. Worked in Arthur Andersen and Corporación Financiera Alba. Joined 
the Ebro Group as director representing the public corporation Mercasa. He has 
occupied the post of director general in the group and director in several of its 
companies. 


Félix Hernández Callejas BA in Law. Like his brother Antonio, took part in many areas of running the family 
business. He worked in the production area until he was appointed director general 
of Arrocerías Herba. Has been a director in several companies in the Group. 


Guy Callejón PhD in Economics from Montpellier University. Financial director and later, director 
general of the cooperative society Delta Cereales, then director general of the 
foods area in Danone. He later became chairman of Panzani. 


Gregorio Jiménez López A chemist, he formed part of Puleva Technical and Research Department in 1972; 
in 1974 he worked as technical director at EDDA, an infant foods company in which 
Puleva held a stake. Subsequently appointed director of the Infant Nutrition division 
and then director general of Puleva and chairman of Puleva Biotech. 


Eugenio Ruiz Gálvez 


 


Degree in Civil Engineering from the ETS of Madrid. MBA from Stanford University. 
Joined the Uralita group in 1973, later promoted to CEO. In 2005 he joined Ebro 
Puleva as director general. 


  


Source: Company documents. 
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Exhibit 13a Ebro Puleva vs Food Companies, October 2006–October 2009 


 


Source: Thomson ONE Banker, accessed December 2009. 


 


Exhibit 13b Ebro Puleva vs. European Stock Indexes, December 2007-September 2009 


 


Source: Thomson ONE Banker, accessed December 2009.  
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Exhibit 14 Selected Food Company Results, 2004–2008   


 2004 2005 2006 2007 2008 
      
Nestlé      
Revenue ($ bill.) 70.0 73.8 78.3 89.8 104.1 
Operating Margin % 10.8 12.9 13.5 14.0 20.9 
Profit Margin % 9.2 11.2 13.3 12.6 17.3 
Asset Turnover 0.98 0.96 0.96 0.99 1.03 
Return on Assets % 7.60 8.94 9.60 10.52 17.94 
      
Kraft      
Revenue ($ bill.) 32.2 34.1 34.4 37.2 42.2 
Operating Margin % 14.8 13.9 13.2 11.6 9.1 
Profit Margin % 8.3 7.7 8.9 10.0 6.8 
Asset Turnover 0.54 0.59 0.61 0.60 0.67 
Return on Assets % 4.47 4.56 5.50 4.19 4.65 
      
General Mills      
Revenue ($ bill.) 11.1 11.2 11.6 12.4 13.6 
Operating Margin % 20.2 20.1 16.9 16.5 16.3 
Profit Margin % 9.5 11.0 9.41 13.1 9.5 
Asset Turnover 0.62 0.62 0.64 0.68 0.72 
Return on Assets % 9.79 6.86 5.99 6.29 6.80 
      
Unilever      
Revenue ($ bill.) 54.6 48.6 52.3 58.8 56.3 
Operating Margin % 8.6 13.4 13.6 13.1 18.8 
Profit Margin % 7.1 12.0 12.2 12.9 13.0 
Asset Turnover 1.16 1.01 1.10 1.14 1.12 
Return on Assets % 5.43 10.14 13.87 11.69 14.6 
      


Groupe Danone      
Revenue ($ bill.) 17.1 16.3 17.6 17.5 21.4 
Operating Margin % 12.4 13.1 13.3 12.1 13.8 
Profit Margin % 11.1 12.3 12.8 10.7 9.8 
Asset Turnover 1.00 0.87 0.84 0.58 0.57 
Return on Assets % 2.31 9.78 9.29 18.82 5.55 
      


Source: Compiled from Hoover’s, accessed December 2009, Morningstar, Reuters Financial, Nestlé 
Annual Reports (2002–2004), General Mills Annual Report (2004), and Groupe Danone Annual 
Report (2005). 


 


 


For the exclusive use of A. Goodwin, 2016.


This document is authorized for use only by Alyssa Goodwin in IB- Barcelona taught by Sharmin Attaran, Bryant University from August 2016 to September 2016.








Ebro Puleva 510-026 


29 


Appendix A Brief Summary of Herba’s History 


One of the most important financial investments of Ebro was the purchase of a 60% stake in Herba 
in 1989 from the Hernández Barrera family. This was paid for in cash and 2% of the Ebro companies 
Cía. de Azúcar and Alcoholes.  


At the time it was purchased, Herba had a turnover of €79 million and its shares were divided up 
between the four sons of Antonio Hernández Villar (Soria) with 25% being owned by each one. In 
1950, Félix Hernández Barrera, Antonio’s son, moved to La Rioja and opened the first rice mill. In 
1960 the family moved to Seville where there were 23 rice plants, and installed the largest rice plant 
in Europe during that year. The business rapidly expanded, and the company purchased competing 
firms in major Spanish rice-growing areas (Andalusia, Aragón, Extremadura, Valencia and 
Tarragona) and soon became the leading company in the Spanish rice sector. At a time when there 
was a surplus of rice production in Spain, the company found new markets by exporting surplus 
product to countries such as Russia. 


In 1971 the company launched the brand La Cigala and in 1980, the brand Brillante was launched 
in the parboiled rice segment. In 1982 Herba was the first European group to grow long-grain rice in 
Europe, replacing imports from the U.S. In 1983 Herba opened the first parboiled rice plant in Spain 
and, in 1991, the largest parboiled rice plant in Europe. During the 1990s, it developed new rice 
manufacturing processes, doubling the productivity of its facilities. In 1995, it installed an instant rice 
plant in Seville. 


At the end of 1999, the Herba Group had production facilities in all the rice-growing areas in 
Spain and had the largest range of products in the sector, including round, long-grain, and parboiled 
rice, specialties, flavored rice, and pre-cooked foods. 


Through the Brillante brand Herba had created a new product category—parboiled rice—and had 
70% share of that segment. The brand La Cigala was the best known by consumers. It was growing 
through specialties and flavors, and was positioned in the segment of highest value. The company 
also owned the Nomen brand, the market leader in northeastern Spain, and La Fallera, leader in the 
eastern region, the area with the largest domestic consumption, as well as other regional brands and 
leading local brands in their areas, such as Rocío, La Cazuela and La Parrilla. 


In 1999, Herba was present in six European countries. When it started marketing its long-grain 
rice products in Europe in 1983 it discovered that it needed to develop new brands in order to be 
successful. As a result, the company embarked on an internationalization process that started with 
the acquisition of the company Arrozeiras Mundiarroz (Portugal) in 1986 and continued with the 
purchase of Joseph Heap (U.K.) and RFAC (France) in 1990, BOOST (Belgium) and Herto (Belgium) 
in 1991, Mundiriso (Italy) in 1995, Herba Hellas (Greece) in 1999, Euryza (Germany) in 2000, and 
Mundiriz (Morocco) in 2001. 


Source: Casewriter. 
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Appendix B Brief Summary of Puleva’s History 


Puleva was set up in Granada in 1910. The company engaged in the distribution of wines, 
alcohols, and liqueurs. In 1958 it opened its first dairy and dairy by-products plant and eventually 
became the second most important dairy company in Spain, even though Granada was not one of the 
top milk-producing areas in the country. 


The Technical and Research Department was set up in 1972, and lecturers in biology and 
chemistry from Granada University were incorporated into the company. In 1976, one of these 
lecturers, Gregorio Jiménez (aged 24), became the technical director of the Infant Nutrition company 
EDDA, in which Puleva had a stake of 50%. In 1982, Puleva purchased the entire company and the 
first infant milk to be supplemented with nucleotides in the world was patented. Following this, the 
company launched a range of infant milks that were nearly identical to maternal milk. In 1987, the 
Infant Nutrition Division was set up, with Gregorio Jiménez as director general. A new range of 
infant milks for sale in chemists (drug stores) was introduced and Puleva became the leader of the 
market in Andalusia. 


Between 1987 and 1989 the firm acquired the dairy companies La Merced (Jerez de la Frontera), 
Colema (Málaga), Cunia (Seville), and Ledesa (Salamanca) in order to increase supply; in 1990 a plant 
was built in Montouban (France) to partly solve the problem of year-round raw materials supplies 
and in 1992 a new infant nutrition plant was opened in Granada. To finance these projects, Puleva 
was listed on the stock exchange and borrowed heavily. 


Between 1993 and 1996, a financial crisis triggered by aggressive expansion and an economic 
recession in Spain led Puleva to declare bankruptcy. After a period of conflict, the chairman left the 
company and a group of minority shareholders led by Javier Tallada and Guillermo Mesonero-
Romano took charge of the company. To overcome the serious financial situation, in 1994 the Puleva 
infant nutrition brand and the R&D department was sold to Abbott Laboratories for €90 million, with 
a non-competition pact of five years. This led to the closing of several plants. Gregorio Jiménez left 
the company, and a director from one of the top dairy companies in the country was appointed 
director general. However, several months later Jiménez returned as the company’s director general. 


 Puleva was firmly committed to the production functional milks with extra health benefits. Milks 
enriched with calcium and/or vitamins A, D, and E were launched in 1992. The consumption of 
functional milks rose from 14 million liters in 1995 to 220 million liters in 2000, and Puleva became 
the market leader with a share of more than 40% of the market. The consumption of full cream milk 
fell from 142 million liters in 1995 to 104 million liters in 2000. Puleva’s financial results improved as a 
result of the insolvency process and the success of this strategy. The firm was able to overcome the 
crisis by acquiring the companies Leyma and Lactaria Española in 1999 and 80% of Granjas Castelló 
in 2000. They contributed leading brands such as Leyma in Galicia and El Castillo in Catalonia, and 
national brands such as RAM. The EBITDA of the dairy division had grown from 1% in 1995 to 10% 
in 1999. 


Source: Casewriter. 
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