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operative wineries are one of the cornerstones of the wine industry in Europe
Goday. 10 understand how they reached this condition, I use the case of Spain
and pay special attention to the period in which they took off in the country,

namely, during the Franco dictatorship (1939-75). Wine economuists often believe that
cooperatives produce mediocre wines because they cannot avoid the opportunistic behavior
of their members. I argue that they can and that the poor quality of their wine in some

regions was the result of the perverse stimuli provided by a badly designed wine market
regulation policy.
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Por qué buena parte del vino europeo procede
de companias con mala reputacion: las bodegas
cooperativas en Espafa y mas alla

PALABRAS CLAVE: vino, cooperativas vinicolas, regulacion del mer-
cado, reservas reguladoras.

CODIGOS JEL: D40, L66, N34, Q13.

as bodegas cooperativas son una de las prezas fundamentales de la actual in-

dustria vinicola europea. Para explicar como llegaron a serlo, utilizo el caso de

Espaiia y presto una especial atencion al periodo en el que se generalizaron, la
dictadura de Franco (1939-1975). Los economistas del vino suelen creer que las coo-
perativas producian vinos mediocres porque no podian evitar el comportamiento opor-
tunista de los socios. Defiendo que si pudieron evitarlo y que la mala calidad de su vino
en algunas provincias durante el franquismo fue el resultado de los perversos estimulos
lanzados por una politica regularoria del mercado mal disefiada.
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1. INTRODUCTION

The European Union (EU) wine industry is currently producing more than 50% of the
world’s total wine output. Two of its characteristics are particularly striking: it is more re-
gulated than the wine industries in other parts of the world where a lot of wine is also pro-
duced (Meloni & Swinnen, 2013; Meloni er al., 2019), and cooperatives are far more po-
werful than in those other places (Simpson, 2000; Fernandez & Simpson, 2017).

In 2021 the cooperatives in Italy, France, Spain, and Portugal claimed to be making
half of the EU’s wine!. In Italy, France and Spain, the three world’s biggest wine pro-
ducers, they would have market shares of around 60, 50 and 70%, which means that Spa-
nish cooperative wineries alone make a volume of wine similar to that produced by
all types of wineries in the United States, the world’s fourth largest wine-producing
country. But the wine made by cooperatives not only has a reputation for being medio-
cre, but “we often observe that a wine produced and marketed by a cooperative sells for
less than a bottle of comparable quality from a private (non-cooperative) winery” (Scha-
mel, 2014: 1).

This article has three objectives. First, it aims to document the cause-and-effect rela-
tionship between the strict regulation of the European wine market and the strong de-
velopment of cooperatives. This is something that several previous studies on wine coo-
peration had already pointed out (Chevet, 2008; Fernandez, 2012; Medina, 2016;
Medina & Planas, 2020; Planas & Medina, 2022), but without paying much attention to
the issue, with Fernandez and Simpson (2017) as the main exception; meanwhile, coo-
peratives have hardly been mentioned in the literature on the regulation of the European
wine market (Warner, 1960: Barthe, 1966; Spahni, 1988; Gaeta & Corsinovi, 2014; Me-
loni & Swinnen, 2013; Meloni et al., 2019). Second, it looks at the impact the presence
of cooperatives has had on the quality of European wine. Third, it seeks to show that the
image that wine economists (Delmastro, 2005; Pennerstorfer & Weiss, 2013; Roma, Mar-
tino & Perrone, 2013; Hanf & Schweickert, 2014; Schamel, 2014, 2015; Santos & Scha-
mel, 2018) tend to have of the institutional functioning of cooperative wineries is inexact.

Although I will often refer to other countries, I will mainly use data from Spain, es-
pecially from the period under Franco’s regime (1939-75).The reason why I give this pro-
minence to the Spanish case is simply that, due to the availability of sources, I was able

1. Europapress Comunicados (2021/03/12). https://www.europapress.es/economia/noticia-bode-
gas-cooperativas-piden-bruselas-presupuestoextraordinario-sector-vino-20210312125428 . html [ac-
cesed: 2022/09/14]
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to collect far more information on that country than on France or Italy. In almost all Eu-
ropean wine-producing countries, the bulk of the governmental provisions that allowed
wine cooperatives to take off were adopted shortly after the Second World War. To un-
derstand why cooperative wineries are so strong in the EU today, it is therefore essential
to perform a detailed analysis of what happened during those years —hence my interest
in the Franco period.

The fact that consumers and wine economists alike tend to perceive the quality of wine
from cooperatives as poor leads to the apparent contradiction that most European wine
comes from companies with a bad reputationz. According to a widely held view among
wine economists, cooperatives are very often unable to prevent members (in other words,
cooperative owners) from engaging in free-rider behavior when handing their grape har-
vest over to them. Bijman ez al. (2012: 48) summarized the effects of this as follows:

“Wine cooperatives often act as the ‘last resort buyer’[...] Members sell their
top quality grapes to investor-owned wineries and supply the cooperative with
whatever is left. This practice leads to low quality wines that suffer in the mar-
ketplace and ruin the cooperative brand name.”

But such conclusions are not usually based on field studies conducted to check whe-
ther the members of a particular cooperative actually behave in this way. Typically, wine
economists advocating such reasoning first find —using econometric procedures— that the
wines of cooperatives tend to sell at relatively low prices. They then deduce that this is be-
cause cooperatives produce poor wines due to their inability to prevent members from
adopting free-rider behavior, which, coming full circle, would be a “confirmation of eco-
nomic theory predictions” (Delmastro, 2005: 9) —but see Hansmann (1996).

Although two prestigious economists have recently provided a theoretical rationale for
why something different happened3 , Table 1 shows that wine cooperatives only took off
in the major European wine-producing countries after the Second World War?. To explain

2. Although nobody doubts that there have always been cooperatives producing excellent wines.
See STORCHMANN (2018), and PLANAS and GARRIDO (2022).

3. Without clarifying where they get the idea from or providing any figures, ALLEN and LUECK
(2019) stated that European wine cooperatives began to flourish in the mid-nineteenth century and
started to lose momentum a hundred years later. Their theoretical framework is used to explain why
this occurred.

4. France was to some extent an exception, because before the Second World War there were al-
ready more than 800 cooperative wineries operating in France; but they produced only 16% of all
French wine (see Table 1). GARRIDO (2021) analyzed why their market share was so low.
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why, Fernandez and Simpson (2017), two economic historians specializing in the field,
projected the view that wine economists usually have of what is happening today into the
past and constructed a thesis that basically consists of two parts. First, from the very mo-
ment the first cooperatives were created at the end of the nineteenth century, they paid
no attention to controlling the quality of the grapes they received, due to the enormous
monitoring costs that doing so would have entailed, and they were forced to sell the bad
wine they produced at low prices, which is why the vast majority of winegrowers prefe-
rred not to join them. Second, when from around 1950 the cooperatives and their mem-
bers began to benefit from large public subsidies, membership became more attractive.
But that was the only thing that changed, because, up until now, cooperatives have con-
tinued not to control the grapes and to produce bad wine. Therefore, if they ever stop-
ped receiving public subsidies, they would again find themselves in a state of minor im-
portance similar to the one they had before the 1950s.

TABLE 1
Wine produced by cooperatives (as % of all wine in the country)
France ltaly Spain

1929 8 22 -
1939 16 3 5°
1950 23 3 11
1959 35 6° 28
1970 39 184 50
1980 49 38 63
2000 52 55 70
2021 50 60 70
21927.°1935.°1957.419609.

Sources:

France: 1929 and 1939: Garrido (2021); 1950, 1959 and 1970: Confédération Nationale des Coopérati-
ves Vinicoles (1976, p. 140, 156 and 178); 1980: Fernandez and Simpson (2017, p. 125); 2000: Anderson
(2004, Table 2.2); 2021: See text.

Italy: 1929 and 1939: Federico and Martinelli (2018, p. 141); 1950: Corsi et al. (2018, p. 156); 1959: Fer-
nandez and Simpson (2017, p. 125); 1970: Corsi et al. (2018, p. 156); 1980: Fernandez and Simpson (2017,
p. 125); 2000: Anderson (2004, Table 2.2).

Spain: 1939 to 2000: See Figure 1; 2021: See text.

The first part of this argument was tested by Garrido (2021, 2022), who used non-pa-
rametric tests to show that there was no generalized free-rider behavior and that coope-
rative wine was sold, on average, at a price similar to the average market priceS. Howe-

5. Cooperatives controlled quality with a rigor that was at least similar to that of non- cooperative
wineries, but it should be made clear that by today’s standards it was a rather lax rigor.
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ver, the number of cooperative wineries barely increased. As winegrowers with a certain
level of relevance rarely joined them, they were unable to generate sufficiently high eco-
nomies of scale to compensate for the disadvantages that collective decision-making al-
ways entails. Yet, they were able to keep opportunism at bay without incurring large trans-
action costs, because in order to build their facilities they had to take out substantial loans,
which were usually backed by the unlimited joint and several liability of the partners as
a whole. As widespread opportunistic behavior would have made it more difficult to re-
pay the loan, to the direct detriment of all, there was a mutual vigilance to prevent an-
yone from giving the cooperative their worst grapes, or simply a smaller quantity of gra-
pes than they had committed to. And members were supportive of boards of directors
imposing sanctions, which could be very harsh, when an opportunist was discovered.

In this article I will examine the robustness of the second part of Fernandez and Simp-
son’s (2017) thesis. I intend to analyze whether, in addition to boosting their rapid growth,
another consequence of the post-1950 ease with which cooperatives were able to obtain
and renew loans was that their internal discipline broke down. What is said about this rai-
ses two major questions. On the one hand, if cooperatives are acting as “last resort bu-
yers”, how is it possible that, especially in Spain, they have such a high market share? On
the other hand, perhaps free-riders are only a minority of members, but since the result
is still that cooperatives produce cheaper wine than they would if there were no free-ri-
ders, why, contrary to what collective action theory predicts (Ostrom, 1990), do the ma-
jority of members allow this situation to be perpetuated over time? Since nobody likes to
“be taken for a ride”, if cooperatives were unable to prevent some people from not con-
tributing all their grapes, the rest of the members would either do the same or leave the
cooperative, which would in all likelihood soon be dissolved®.

2.WINE MARKET REGULATION AND COOPERATIVES IN EUROPE
AND SPAIN

After the Second World War, many countries wanted to stabilize agricultural prices by me-
ans of buffer stock schemes: when the prices of certain products were low, public funds
would be used to buy them, in order to release them when prices rose again (Wright,
2001).While the literature sometimes advises against such measures (as is the case of Wi-
lliams and Wright [1991], in a theoretical book), other times it argues that they can pro-
duce excellent results (Abokyi, Folmer and Asiedu [2018], in an empirical article on

6. But VALETTE, AMADIEU and SENTIS (2018) showed that French cooperative wineries have a
longer average lifespan than non-cooperative wine businesses.
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Ghana). The point I am trying to make here is that one of the results of applying diffe-
rent variants of this type of intervention to European wine was that, from around 1950,
wine cooperatives began to become more powerful.

In Spain and Portugal the state acted as a purchaser of wine, but —barring some ex-
ceptional cases— this did not occur in Italy and France’. Continuing the policies, it had
begun to implement in the 1930s, in France the state fixed the price of alcohol and for-
ced winemakers to distil a portion of their wine production, encouraged them to volun-
tarily distil another portion, and made them bring the rest to market in a staggered man-
ner (Commission des Communautés Européennes, 1969). It also encouraged them to
sign storage contracts.

If the wine was stored in the almost always antiquated private vats, the risk of spoi-
lage was much higher than when using the normally well-maintained cement vats of the
cooperatives (Commission des Communautés Européennes, 1969). In addition, a mini-
mum volume of 100 hl of wine was required to sign a storage contract, which meant that
the multitude of small farmers who produced less than 100 hl or sold their grapes because
they did not own vats had to belong to a cooperative if they wanted access to those fi-
nancial advantages. Thus, between 1961 and 1963, 2/3 of all the wine stored in France
in exchange for premiums was already in the vats of the cooperatives (Barthe, 1966: 124),
which also allowed the cooperators to easily obtain official loans at low interest rates.

As the Common Wine Policy of the European Economic Community (EEC) was mo-
deled on the French system from the 1960s onwards, cooperatives also played this role
in the EEC. In Italy they developed relatively late (Table 1) because there were no large
wine surpluses there until well into the 1960s (Corsi, Pomarici & Sardone, 2018), whe-
reas France and Spain had had them since almost two decades earlier.

When after the civil war of 1936-39 table wine reached high prices in Spain (Fig. 1),
the maximum prices at which it could be sold to the final consumer were fixed®. In France,
in the second half of the 1940s something similar happened (Barthe, 1966).The Spanish
and French authorities acted in this way because they saw table wine as a “food” and a
basic source of energy for the working population (Corsi, Pomarici & Sardone, 2018).
They also feared that excessive one-off price increases would produce undesirable per-

7. In 1951 the French Parliament rejected this option. On Portugal, Archivo General de la Admi-
nistracion (AGA), (06)038.001, box 51, top. 35/50.303-51.

8. BARCIELA (1985, 1989), who did not study the case of wine, which was analyzed by CHRIS-
TIANSEN (2012), authored several basic studies on Spanish agrarian policy under Franco.
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manent results, as per capita wine consumption was declining (Anderson & Pinilla, 2022)
and many of those who stopped drinking wine because of the increase in the price might
replace it for good with other beveragesg.

FIGURE 1
Wine prices in Spain. Pesetas per hectoliter, 1930-1963

450 8000

400 7000

350
6000

300
5000

1995 pesetas

250
4000

current pesetas

200

3000
150

2000
100

1000

50

0 T T T La— T T T T T T T T L T T T T T T T T T o

1939
1940
1943
1944
1945
1946
1947
1948
1949
1950
1951
1952
1953
1954
1955
1956
1957
1958
1959
1960
1961
1962
1963

Mean 1930-35

—f—Spain: current pesetas —s— Ciudad Real (La Mancha): current pesetas

--a.- Albacete (La Mancha): current pesetas Spain: 1995 pesetas
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In Spain, in 1948 wine prices began to drop in real terms (Fig. 1). Between 1951 and 1953
they also plummeted in nominal terms and social unrest spread, so that in 1953 the first
steps were taken for the state to purchase wine. Spanish vineyards —it was argued as a jus-
tification— tended to occupy hilly terrain that was unsuitable for other agricultural uses
and would be abandoned if growing vines there became unprofitable, and thus rural emi-
gration would accelerate unchecked. In a deeply nationalistic fascist regime, domestic wine
was also seen as one of the elements that made up the soul of the nation (in democratic
France something similar was happening). For all these reasons, the price of table wine
never had to be excessively low or, for the reasons indicated above, too expensive for the
consumer in a context where, until the 1980s, imports were tightly controlled by the state
(Fernandez & Pinilla, 2018).

With the technology available (stainless steel tanks only became widespread in Spain
from the 1980s onwards; Fernandez & Pinilla, 2018) the state found it unattractive to store

9. Because of this fear, in the early days of the Marshall Plan, French wine lobbies joined a com-
munist campaign against Coca-Cola (BossuaT, 1992: 300).
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wine and very attractive to give premiums and loans to producers so that, as in France,
they could store it themselves. As mentioned above, the vats of the cooperatives were par-
ticularly well suited for this purpose. Moreover, when from time to time there was an over-
supply of grapes, which are highly perishable, winegrowers without a winery had to get
rid of them at any price, which often caused the price of wine to plummet as well. But
for the state to buy grapes and make wine was highly problematiclo. Giving subsidies to
winegrowers to create many cooperative wineries was easier.

FIGURE 2
Spanish cooperative wineries (1944-2012)
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Hence, the two legal provisions (both dated 11 August 1953) that initiated the applica-
tion of a buffer stock policy to Spanish wine also led to the proliferation of cooperative
wineries, although they were not even explicitly mentioned.

The first of them established that the state would pay winemakers to store a minimum
of 150 hl of wine. But few could do so because, in 1962, 75% did not have their own wi-
nery (INE, 1966), more than 70% cultivated less than 10 hectares of vines, and yields were
very low in the country, about 15 hl per hectare (Fernandez & Pinilla, 2018). However,
in order to reach the minimum 150 hl, groups could be formed.

10. As a complement to the cooperatives, in Spain the state used the so-called maquila wineries to
produce wine in LLa Mancha under the direction of its civil servants, but they were of relatively little
importance.
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The second provision created the Comision de Compras de Excedentes de Vino (Com-
mission for the Purchase of Surplus Wine, hereafter referred to simply as the Commis-
sion). It purchased the wine it considered necessary to relieve the market! 1, but it had to
be offered a minimum of 100 hl and the sellers had to hold onto at least 150% of the vo-
lume they offered. No less than 80% of the winegrowers were now excluded. Again, ho-
wever, they were allowed to group together.

Both measures were conceived with the region of I.a Mancha in mind. It was consi-
dered to be the region regulating the Spanish wine market and the costs of producing wine
there, which were lower than the Spanish averagelz, would be used to fix the guaranteed
price at which the Commission would buy the wine. At that time, L.a Mancha produced
one third of Spanish wine, only 3% of the wine from the region came from cooperatives
(UNACO, 1951), only 9% of winegrowers had a winery (INE, 1966), and price fluc-
tuations were particularly accentuated (Fig. 1). It was feared that if the price of grapes
plummeted in LLa Mancha during the grape harvest the price of wine in other regions
would also plunge. To make it more difficult for this to happen, at the end of 1953 a go-
vernment campaign was launched to create cooperatives in La Mancha'3. In the follo-
wing years, similar initiatives were carried out in other places where winegrowers without
a winery were also particularly abundant!®. As the state also offered, from 1946 onwards,
loans at subsidized interest rates for agricultural cooperatives of any kind to build their
facilities (Medina, 2016), the 263 cooperative wineries existing in 1952 had grown to 842
by 1972 (Fig. 2).

Many winegrowers needed to sell their wine immediately after producing it, which of-
ten led to seasonal price drops. To mitigate this and to make membership of a coopera-
tive more attractive, each year the Commission lent (in official terminology, advanced)
cooperatives a portion of the value of the wine they planned to produce, although, as will
be explained below, it often settled its commitments with long delays. As a guarantee, the
cooperatives had to tie up part of their production. Figure 3 reports the percentage that
such loans represented with respect to the value of all the wine produced in Spain and

11. It had to “acquire on the market the wine stocks which, considered as surplus because they
lacked buyers, were priced below cost” (TAMAMES, 1974: 214).

12. Among other reasons, because due to the climatic conditions the vineyards of L.a Mancha did
not need anti-cryptogamic treatments.

13. Twenty-five were founded, mainly gathering people “of weak economic position” (Agricultura:
Revista agropecuaria y ganadera, n. 271, 1954, p. 650).

14. In a campaign in 1956, 17 cooperatives were set up in Zaragoza, in Huelva 10 were founded in
1957, and in La Mancha there was a second campaign in 1958 (19 foundations) (UNACO, 1956: 32,
47; 1958: 69).
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with respect to the value of wine produced by cooperatives. The available data are in-
complete, but we know that the advances received in 1958 by 232 cooperatives allowed
the state to immobilize for some months 2.14 million hectoliters (Carrioén, 1960: 16), 11%
of the entire Spanish wine harvest. During the following years the number of cooperati-
ves receiving “advances” grew steadily; in 1963 there were already 422 (UNACO, 1963).

FIGURE 3
The Commission and cooperative wineries (1953-1982)
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As of 1963-64 the Commission was obliged to buy all the wine offered to it!>. In each of
the two major harvests of 1964-65 and 1966-67 it bought more than nine million hec-
toliters. Anderson and Valenzuela (2008), Josling (2009), and Clar, Martin-Retortillo and
Pinilla (2018) maintained that in Franco’s Spain the subsidies received by farmers from

15. AGA, sig. 64, top. 35/50.401. Previously it was the Commission that decided how much wine
to buy each campaign.
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the state were scant. However, Figure 3 suggests that this was not the case at least for wi-
negrowers, especially those who belonged to cooperatives.

Soon, the government technicians themselves began to denounce that such purchases
were very burdensome for the state and, at a time of weak exports (Fernandez & Pinilla,
2018), not very effective in stabilizing prices1 % What matters here is that the Commission
was instrumental in making the cooperative wineries stronger (Carridén, 1973) because of
the low-interest loans it gave them and because its guaranteed prices provided perverse
incentives for cooperatives in some provinces (as well as winemakers who were not mem-
bers) to produce, profitably, large volumes of wine “destined in advance for distillation and
of mediocre quality”17 —I explain the matter in more detail in Appendix 3. Many well-to-
do merchants and farmers were also involved in this fraud, but small farmers in these pro-

vinces needed to be members of a cooperative in order to benefit from it!8.

From the late 1960s onwards, efforts were made to bring Spanish regulations into line
with those of the EEC, to encourage the production of higher quality wine and to give
new premiums to those who signed storage contracts (Laporte & Lifran, 1980; Cadenas
& Mujica, 1983). Such premiums acted as an incentive for cooperatives to take out offi-
cial loans in order to increase the capacity of their warehouses and to be able to store more
wine. In the medium term, this favoured further expansion, but one of the measures ta-
ken had the opposite effect in the short term.

In line with what was being done in the EEC, as of 1971-72 the Spanish state obli-
ged winegrowers to sell to it a quantity of wine or wine-making residues (marc, dregs, and
lees) containing alcohol equivalent to 10% of all the alcoholic strength they would have
created when transforming the grapes into wine. The intention was that, since most of
them would presumably use the residues from winemaking for this purpose, they would
not over-press the grapes during the winemaking process, to the benefit of the quality of
the wine. But the price they would be paid for the alcohol would be linked to the gua-
ranteed price of the wine, at a time when both alcohol and wine were fetching high mar-

16. AGA, sig. 64, top. 35/50.401; (03)121.004, box 35/04883. In theory, the Commission was sup-
posed to sell its wine when the price of wine in LLa Mancha was 10% above the guaranteed price, but
since most of the wine it bought was of poor quality and at risk of going sour, it immediately converted
it into alcohol, which it sold to Spanish wine exporters at below cost price.

17. Agricultura: Revista agropecuaria y ganadera, n. 437, 1967, p. 463.

18. According to GAETA and CORSINOVI (2014: 39), in the 1970s many winegrowers in the EEC
were also involved in making “wine for distillation”. BARTOLI (1984) showed that in some EEC re-
gions, such as the French Midi, it could be more profitable to resort to a sequence of subsidized stor-
age and distillation at cheap but guaranteed prices than to bring wine to the market.
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ket prices and selling them to the state was not an attraction propositionlg. There were
numerous complaints, mainly from cooperatives. They argued that, as they were subject
to strict administrative controls, they declared all the wine and alcohol they produced,
while the rest of the winegrowers could easily conceal theirs. This probably contributed
to the fact that many members did not deliver all their grapes to the cooperatives and that
their market share stagnated during the final stage of Franco’s regime (Fig. 2). Never-
theless, their storage capacity increased by 50% during the 1970s (Fig. 3), so that by 1980
it was clearly oversized.

3. REGULATORY POLICY, COOPERATIVES, AND WINE QUALITY

Until well into the twentieth century, European wine was classified in three broad cate-
gories: table wine, which was cheap wine that was usually purchased in bulk by the end
consumer; quality wine, which was usually matured wine and was often bottled; and fine
wine, which was quality wine from a few privileged geographical areas (such as Borde-
aux, Burgundy, or Champagne). In turn, within each category, especially the last two, there
was a wide range of grades and prices. Those who maintain that cooperatives have always
produced bad wine tend to emphasize three things:

a) The first cooperatives did not, with a few exceptions, produce quality and fine
wines. This was indeed the case. But Figure 4 shows that, between 1907 and
1913, 98% of all the wine in France was table wine; more strikingly, 84% and
87% of the wine produced in the departments of Gironde (Bordeaux) and
Cote-d’Or (Burgundy) was also table wine.

The wine maturation process required large investments and financial capacity
to withstand the delays with which the wine was sold. As the demand for ex-
pensive wine was relatively low, making it was also a high-risk activity. If until
very late in the twentieth century it was common for even large winegrowers
to produce only table winezo, it does not seem to make much sense to repro-
ach the cooperatives, which consisted mostly of modest farmers, for making ta-

ble wine?!.

19. In 1972, wine alcohol was sold on the market at an average of 73 pesetas/liter and the state paid
38 pesetas for it (TAMAMES, 1974: 221).

20. In 1967 there were 680 large, 1,368 medium and 7,538 small companies in Spain that only
produced table wine, compared to 39 large, 85 medium and 300 small companies that were exclu-
sively or partially dedicated to producing or exporting quality wine (AGA, sig. 64, top. 35/50.401).
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FIGURE 4
Volume of table wine produced in France, as % of all French wine (1907 1913)
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Source: Ministére du Commerce (1908-1915).

b) As the market share of the cooperatives grew, the production of table wine be-
came relatively more significant. But, according to Figure 5, this did not hap-
pen in Spain. As in France, it was certainly difficult to do so, given the very high
baseline levels.

¢) The quality of the typical wine from cooperative wineries was very poor. In fact,
the oenological and agronomic literature often praised the cooperatives’ wine:
as they were highly mechanized and modernizedzz, used cement vats, followed
standardized production methods, implemented relatively strict measures of
hygiene and were usually advised by oenologists, they were able to produce large
volumes of table wine with a quality that could be considered “correct” and uni-
form (Galtier, 1960; Lachivier, 1988: 499; Saumell, 2002; Medina & Planas,
2020; Garrido, 2022). In contrast, the quality of non-cooperative wine tended
to experience broad fluctuations from one year to the next.To correct this great

21. Technicians such as TORREJON (1923) strongly advised them to do so, because several of the co-
operatives that had attempted to produce quality wine ended up going bankrupt (LACHIVIER, 1988:
488).

22. An official report from 1967 stated that 30% of the “industrial” wineries, 75% of the “private”
ones and only 18% of the cooperatives needed to renew their equipment because it was obsolete or
deteriorated (AGA, sig. 64, top. 35/50.401).
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variability, it was common for merchants to blend wines of different origins,
using the wine from the cooperatives as a “base”.

FIGURE 5
Table wine and quality wine in Spain, % (1935-1971)
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Nevertheless, it is true that from the 1950s onwards the average quality of Spa-
nish table wine declined. Because of the way it was designed and applied, the
purchase of wine at guaranteed prices encouraged most winemakers in a few
major wine-producing provinces to voluntarily lower the quality of their pro-
duct (Appendix 3).This only happened in La Mancha and in some areas with
similar low production costs, because in the rest of Spain it was not profitable
to do so, although all winegrowers in Spain benefited from the fact that the
Commission bought wine in those provinces, because it lowered the supply of
wine on the market at the national level. Contrary to what is usually believed,
the Commission did not only buy from cooperatives, but also —and sometimes
mainly— to well-off farmers with cellars who did not belong to any cooperative
winery (Figs. 6 and 7).

In 1966-67 the Commission bought 9.13 million hectoliters, of which 4.83 million hec-
toliters came from non-cooperative companies and 4.30 million hectoliters came from co-
operative wineries®>. Seven provinces, out of the 50 which make up Spain, sold 90.3%
of the non-cooperative wine to the Commission. These were almost exactly the same se-
ven provinces that sold 94.6% of the cooperative wine to it (Figs. 6 and 7). Unfortuna-

23. AGA, (06)038.001, box 284, top. 35/50.303-51.
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tely, we only have disaggregated data at the provincial level for that season, but a wealth
of qualitative information on the preceding and subsequent years suggests that the geo-
graphical origin of the Commission’s purchases hardly varied over time. The bulk always
came from La Mancha, which, partly as a result of these purchases at guaranteed prices
(Christiansen, 2012: 246), already produced 43% of all Spanish wine by the mid-
1970s%* —and 50% in the early 2000s.

FIGURE 6
Origin of wine, by provinces, purchased by the Commission in 1966
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Source: Report of the Commission for the Purchase of Surplus Wine for the 1966/67 season. AGA,
(06)038.001, box 284, top. 35/50.303-51.

In general, the cooperatives strove to continue to produce good table wine, imposed fi-
nes on those who broke the rules, expelled those who breached them repeatedly, and so
on (Ferrer, 1957; Piqueras, 2009; Sanz Suescun, 2010; Gangutia, 2013; Muruzabal,
2014). But, basically in La Mancha, cooperatives were set up, often by people with little
cooperative spirit (Gomez, 2003), with the main purpose of selling bad wine to the Com-
mission®’. Despite the fact that the statutes stipulated the obligation to contribute all the

24. Ciudad Real, in La Mancha, was the largest wine-producing province in Spain and in 1966-67
it was the one that sold the most wine to the Commission (Fig. 6). In the previous campaign, Spain
distilled 13% of its wine while the figure for Ciudad Real was 55% (ORGANIZACION SINDICAL CIU-
DAD REAL, 1968: 16).

25. Although some produced both “drinkable” and “undrinkable” wine (FOURNEAU, 1973).
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grapes, the member who only brought his poorest quality grapes to such a cooperative
was not, in reality, acting as a free-rider, because he did not benefit from the fact that there
were other members who did contribute good grapes, since nobody else did so. What hap-
pened in one district in the province of Valencia, the Vall d’Albaida, provides a powerful
illustration of this idea. Although table grapes were the main crop, it was common for far-
mers in the region to produce both table grapes and grapes for winemaking. Small coo-
perative wineries sprang up in almost all the villages. When adverse weather conditions
or pests caused the table grapes to spoil, they used them to make poor wine which they
sold to the Commission (Carrion, 1960).

If before the civil war cooperatives were usually strict in enforcing the rules (Garrido,
2022), an additional circumstance now influenced many to adopt a more relaxed attitude:
the Spanish state bought wine and easily granted loans and subsidies, but it was often a
slow payer. As a result, many members often needed to sell part of their grapes on the mar-
ket to obtain liquidity26, and many cooperatives, at the will of their members, began to
tolerate the fact that their members did not provide them with the whole harvest®’. Nei-
ther can this really be considered a form of free-rider behavior. The crux of the matter is
that cooperatives are not “obliged” to tolerate opportunism on the part of their members.
Sometimes they tolerate it and sometimes they do not. When they do, it is usually in res-
ponse to the wishes of the majority of their members. This is the explanation for a para-
dox that seems to contradict the predictions of the collective action theory (Ostrom, 1990:
95): despite the fact that many members sometimes behaved in an apparently free-rider
manner, cooperative wineries did not usually lose members or collapse.

4. THE DETERMINANTS OF THE PROVINCIAL STRENGTH OF WINE
COOPERATIVES

Before the 1950s, in France, Italy, and Spain, cooperative wineries had only been strong
in some areas. Basically, due to the conflicts generated by a sharecropping contract ca-

26. Asin 1964-65 the Commission did not have funds available to buy wine at the guaranteed price
until very late, many winegrowers were obliged ‘to put their products on the market, causing the nat-
ural drop in prices’ (CADENAS & MUJICA, 1983:17). According to UNACO (1965: 42), that year the
La Mancha cooperatives sold their wine at an average of 31.50 pesetas per hectoliter and degree of
alcohol, when the guaranteed price was fixed at 32 pesetas.

27. As those grapes were paid for immediately, they were often sold for a price that was lower than
the one, months later, the cooperatives would pay for the grapes that were handed over to them
(MORALES, 1976). But during those months members who did not sell grapes on the market often
borrowed and repaid loans.
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lled rabassa morta, in Spain they were heavily concentrated in Catalonia (Garrido,
2021). When, from 1953 onwards, the state wanted them to be created wherever there
were vineyards (which was the case in all Spanish provinces), the differences tended to
diminish, but at the end of Franco’s dictatorship they were still strong (Fig. 7)28. In this
section I use econometrics to analyze why this occurred and to test some of the ideas put
forward so far.

FIGURE 7
Provincial market share of cooperative wineries in 1971/72 and provinces selling
large volumes of wine to the Commission (those where the name is indicated)
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The ideal situation would have been to be able to use a panel data model with provincial
market shares as the dependent variable, but data with a certain degree of quality are only
available for the 1971-72 season. In order to ensure that both cooperatives and non-mem-
ber farmers handed over 10% of the wine alcohol they had produced, authorities and co-

28. In the 1971-72 season, cooperatives accounted for just over half of Spanish wine (Fig. 2), but
their provincial market shares ranged from 83.5% to 0% (mean, 32%; coefficient of variation, 83%).
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operatives agreed on the “true” provincial market shares of the cooperativeszg. In columns
Ito IIT of Table 2 I use ordinary least squares to find out what determined them. As a com-
plement, in columns IV to VI of the same Table 2, I use a count data model in which the
dependent variable is the number of existing wine cooperatives per province in 1972 (the
correlation between market share and number of provincial cooperatives is 0.7 1)3 0

The negative sign of the first and second independent variables I use, % of wine sold
at the guaranteed price and the seven provinces that sold the most to the Commission
(dummy), suggests that, all else being constant, the Commission’s wine purchases did not
lead to a higher market share for cooperatives in one province or to a greater number of
cooperatives in that province.

As expected, the coefficients (OLS) and marginal effects NBREG) of the variable %
of holdings with wineries also have a negative sign, because initially the cooperatives at-
tracted mainly farmers without wineries who did not want to have to sell their grapes on
the market and thus to be eligible for various state subsidies.

Common sense and abundant local case studies suggest that neither micro-holding ow-
ners nor large winegrowers tended to join the first cooperative wineries. Therefore, when
the variable average holding size is squared its initial positive sign becomes negative.

The label % of vineyard indicates the percentage of the cultivated area in each pro-
vince used to grow vines. Where this percentage was low, many of the grapes that the co-
operatives processed would have to come from holdings located far from their facilities,
with the resulting increase in transport and supervision costs, because it was more ex-
pensive for the cooperative to check whether the members’ vineyards were well cultiva-
ted and to determine the state of health of the grapes. In these provinces it was more dif-
ficult for the cooperative movement to flourish. Indeed, the higher the percentage of vines
was, the greater the market share of the cooperatives was (columns I and II of Table 2)
and the more cooperative wineries there were in the province (columns III and IV).

Alritude expresses the average height above sea level of each province. When analyzing
the determinants of the location of Spanish wine cooperatives before 1936, altitude had

29. AGA, sig. 74, top. 35/50.501. Traditionally, official statistics on wine production indicated lower
figures than the real ones, so that in some provinces the cooperatives had overestimated market shares
(sometimes more than 100%).

30. After using a Poisson model and finding over-dispersion, I replaced it with a negative binomial
regression (NBREG). In turn, Vuong tests suggested that a standard NBREG was preferable to one
with zero inflation.
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TABLE 2
Determinants of the provincial market share of cooperative wineries (1971/72 season)

and of the number of cooperative wineries (1972)

Ordinary least squares (OLS).
Dependent variable: market share

Negative Binomial Regression (NBREG). Marginal effects.
Dependent variable: number of cooperatives

| ] [} ) v Vi
% of wine sold at the guaranteed price -0.09 (-0.60) -0.005 (0.03) -0.10 (-0.65) -0.09 (- 0.53)
Provinces which sold the most -11.60 (-1.15) -3.23 (-0.31)
to the Commission (dummy)
% of holdings with wineries -0.56 (-2.98) ***  -0.59 (-3.43) ***  -0.66 (-3.57) ***  -0.70 (-2.13) ** -0.64 (-2.08) ** -0.73 (-2.45) **
Average holding size (ha) 18.39 (3.24) **~ 17.74 (3.38) **~ 18.66 (3.75) *** 36.87 (2.72) *** 29.61 (2.78) *** 30.20 (2.81) ***
Average holding size, squared -3.54 (-3.51) ***  -317(-3.41)***  -3.15(-3.95) *** -6.05(-2.84) ***  -4.36 (-2.80) ***  —4.36 (-2.77) ***

% of vineyard

Ln altitude (103 masl)

% drop in wine prices, 1943-1953
Average price of wine, 1943-1952
(pta/hl)

Social capital (agrarian cooperatives
in1933)

% illiteracy

Cooperative wineries in 1944
Constant

N

Mean Dependent Variable

R2

F

Chi?

1.78 (6.07) ***
11.30 (3.15) ***
0.18 (1.30)

-4.74 (-3.33) ***

-28.60 (~1.13)
50
31.61
0.71
56.10 ***

1.49
8.17
0.20
-2.55

3.14) ***
2.49) **
1.34)
~1.50)

P

0.09 (2.67) **

~0.15 (~0.49)
0.09 (0.30)
2622 (-0.92)
50
31.61
0.74
85.56 ***

1.78 (3.42) ***

8.47 (2.33) **

0.16 (1.24)
-3.28 (-1.75)

1.08 (2.50) **

-0.13 (~0.45)
-0.52 (-0.17)
-22.04 (0.70)

50

31.61

0.75

98.96 ***

2.41 (2.61) ***
19.19 (2.54) **
0.55 (2.34) **

-6.68 (—2.04) **

50
17.20

12416 ***

1.50 (1.65) *
11.01 (2.30) **
0.51 (2.78) ***

—2.41(0.94)

0.08 (2.04) **

~0.56 (-1.50)
0.25 (1.09)

50
17.20

231.38 ***

1.76 (1.84) *

1063 (2.17) **

0.52 (2.72) ***
-3.24 (-1.22)

0.08 (2.30) **

~0.57 (-1.48)
0.11(0.39)

50
17.20

216.83 ***

Between parentheses, clustered standard errors (OLS) and robust standard errors (NBREG).

*** < 0.01,** < 0.05,*< 0.1
Source: Appendix 1
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a negative sign, high marginal effects, and statistical significance (Garrido, 2021).This was
because a higher average altitude meant a greater probability of early spring frosts, which
usually produce important losses in the grape harvest. As the risk of frost rises, winegro-
wers were less likely to set up cooperatives —among other reasons, because banks were
more reluctant to lend them money. In contrast, altitude now has a positive sign. This is
probably because the higher the risk of frost is, the more attractive it was for winegrowers
to belong to a cooperative that would facilitate their access to official aid and credit.

Medina (2016) argued that cooperative wineries were stronger in the provinces where
the price of wine dropped the most. The variable % drop in wine prices, 1943-53 confirms
this idea: the sign is always positive, although there is statistical significance only in the
NBREG (number of cooperatives).

An econometric study of Catalan cooperative wineries in the early twentieth century
used disaggregated data at the municipal level and showed that they tended to be set up
in municipalities that produced wine with a relatively low alcohol content (Garrido, 2021).
As the price of table wine was usually determined by the alcohol content of the wine (the
higher the alcohol content, the higher the price), winegrowers were less inclined to join
cooperatives in places where wine had more alcohol. As a proxy for the average alcohol
content of wine I used the variable average price of wine, 1943-51, (that is, during the de-
cade before the creation of the Commission), which has the expected negative signs.

I then used three control variables (columns II and V of Table 2). O’Rourke (2007),
Beltran (2012), Martinez Soto, Martinez Rodriguez and Méndez (2012), Fernandez
(2014), Garrido (2014, 2021), and Medina ez al. (2021), among others, showed that
where people have greater trust in each other, and therefore the so-called social capital is
higher, more cooperatives tend to be set up. To measure social capital, I used the num-
ber of existing agricultural cooperatives of all types per province in 1933, which was found
to have a positive sign and statistical significance, although low coefficients and margi-
nal effects®!. The variables % of illiteracy and number of cooperative wineries in 1944
(when the Commission did not yet exist) both have the expected signs (negative and po-
sitive, respectively), but are not statistically significant at conventional levels.

Finally, in Table 3 I used a panel data model in which the dependent variable is the
number of wine cooperatives created per province over six periods (1945-49, 1950-54,

31. As is usual in cliometric studies on Spanish agricultural cooperatives (BELTRAN, 2012; GAR-
RIDO, 2014, 2022; MEDINA et al., 2021), when I used the commons as a proxy for social capital, the
sign remained positive, but the statistical significance disappeared.
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1955-59, 1960-64, 1965-69, and 1970-74). I utilized a population-averaged negative bi-
nomial model, which I implemented following Cameron and Trivedi (2010: 641). Co-
lumns I and II include only the first four periods (1945 to 1964), which are the only ones
for which information on the provincial evolution of wine prices is available, while column
IIT refers to all six periods (1945 to 1974). Altogether, 753 wine cooperatives were crea-
ted in Spain during these six periods (an average of 15.06 cooperatives per province and
2.51 cooperatives per province and period).

TABLE 3
Panel data: population average negative binomial regression. Marginal effects.
Dependent variable: wine cooperatives set up by province and period.

% of vineyard

% of holdings with wineries
Average holding size (ha)
Average holding size, squared
Ln altitude (103 masl)

% drop in wine prices

% illiteracy
Yields (hl/ha)
GDP per capita

Social capital (agrarian cooperatives, 1933)
Cooperative wineries founded up until 1936

N
Chi

0.32 (4.92) ***
-0.15 (—4.05) ***
3.53 (2.85) ***
~0.57 (-2.77) ***
4.11 (3.53) ***
0.07 (3.02) ***

200
257.99 ™~

0.27 (3.32) ***
—0.23 (—4.12) ***
1.17 (3.98) ***
—0.47 (2.97) ***
4.56 (2.93) ***
0.06 (2.51) **
-0.18 (2.20) **
0.13 (3.12) ***
—0.001 (~0.45)

0.009 (2.19) **
0.02 (0.57)
200

396.91 ***

0.22 (3.22) ***
~0.16 (—4.70) ***
3.56 (3.82) ***
—0.45 (-3.53) ***
2.11 (2.79) ***

—0.17 (=3.19) ***
0.02 (0.90)
—0.003 (-1.87) *
0.010 (1.89) *
0.007 (0.31)
300
298.72 ***

Between parentheses, robust standard errors. *** < 0.01, ** < 0.05, * < 0.1

Source: Appendix 2

The first five independent variables in columns I to III of Table 3 were already used in
Table 2 and always maintain their signs and statistical significance. The variable % drop
in wine prices (columns I and II) confirms that the drop in the price of wine between the
periods acted as a stimulus for the creation of cooperative wineries. The next four varia-
bles (columns IT and III) are control variables. Illiteracy, which is now statistically signi-
ficant, has the expected negative sign. From the 1950s onwards, there was a continuous
increase in litres of wine obtained per hectare (Fernandez & Pinilla, 2018); where yields
increased the most, more cooperatives were set up. Conversely, the higher the GDP per
capira of a province was, the fewer cooperatives emerged; this was possibly because the
“propaganda campaigns”, for which only incomplete information is available, were
mostly carried out in provinces where GDP per capita was lower than the national ave-
rage. Social capital continues to have a positive sign and statistical significance.
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After the stagnation of the 1970s, by 1980 the market share of Spanish cooperative wi-
neries was growing again (Fig. 2). Several factors contributed to this. To begin with, du-
ring the 1975-76 season the obligation for winemakers to sell 10% of the alcohol they pro-
duced to the state was temporarily abolished; as already mentioned, this abolition
encouraged members to hand more grapes over to their cooperatives. Moreover, in the
1970s the vines registry started to be drawn up, which, by making it more difficult for vine
growers to conceal their harvests, reduced the reluctance of many to join cooperatives. Co-
operatives welcomed them with open arms: as their storage capacity was often oversized
and they failed to make full use of the machinery they had bought with cheap loans (Omer,
1975), the grapes of the new members made it easier for them to achieve economies of
scale. Finally, as was happening in France (Loubere, 1990), many of the new entrants were
large landowners. Sporadically, there were cooperatives that already had members with
these characteristics from much earlier (Medina, 2016; Planas & Medina, 2017), but now
the phenomenon spread further afield.

Faced with the dilemma of making large investments in order to modernize their pri-
vate winery facilities or join cooperatives, from the late 1970s onwards many wealthy
landowners opted for the second option (Laporte & Lifran, 1980: 73), which was more
economical and, moreover, allowed them to access low-interest government loans.
They were also influenced by the fact that during the years after 1975 there was a subs-
tantial increase in wages in the agricultural sector, so that joining cooperatives enabled
them to do without the salaried staff they had needed to make wine (Piqueras, 2009).
Sometimes the large landowners were also traders, and after they stopped making wine
on their own they used their old vats to continue distributing the wine they now
bought from their cooperative as they received orders from customers, so that it would
not spoil and they would not have too much capital tied up in the form of wine (Mo-
rales, 1976)32.This suggests that, at a time when a taste for more expensive wine of a
certain quality was beginning to spread in Spain (Fernandez, 2012), the wine produ-
ced by the cooperative was no worse than what they would have made by themselves,
which provided a further argument against the validity of what might be called the free-
rider member hypothesis.

In 1986 Spain joined what was then the EEC (now the EU). This meant that Spain
ceased to have its own wine policy and adopted the Common Wine Policy. As a result,

32. Ithad been common for merchants to make wine from their own grapes and those bought from
small farmers. Often, when merchants joined the cooperatives, those farmers were forced to do so as
well, because the cooperative became the only buyer of grapes within a reasonable distance. Around
1900, Danish dairy cooperatives had undergone a process with certain similarities (HENRIKSEN, HvIID
& SHARP, 2012).
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Spanish winegrowers could no longer sell wine at guaranteed prices, but were ensured gua-
ranteed prices for the sale of distilled wine. During the following years many cooperative
wineries merged, some disappeared, and the total number of members decreased, but this
did not prevent their market share from increasing (Fig. 2).

In order to improve the quality of the wine, reduce surpluses and raise winegrowers’
incomes, the EEC subsidized the permanent grubbing-up of vineyards in areas unsuita-
ble for growing vines. At the same time, it subsidized the undertaking of improvement me-
asures (localized irrigation, change of varieties, and so forth) in areas that were suitable
for cultivating them. In Spain, some 250,000 hectares of vines were grubbed up, while
another 300,000 hectares received subsidies to help restructure them (Piqueras, 2008).
Mainly as a result of these steps, the 1.6 million hectares of vineyards that the country
had in 1986 dropped to 1.1 million in 2006. Likewise, the yields of 21 hl/ha in the first
of those years became almost 40 hl/ha in 2006, so that the wine harvest increased (from
33 to 45 million hectoliters) and the problem of chronic surpluses was accentuated, ra-
ther than being solved. This was especially so in LLa Mancha and Badajoz. By 2006, the
former was already producing half of all Spanish wine.

Understandably, Spain was the country that received the most funding for the various
forms of subsidized distillation. In the EU as a whole, between 1987 and 2011, 14% of
all wine production was distilled, but in Spain it was 20% (Meloni & Swinnen, 2013: 253).
As had already happened during Franco’s regime with the purchase of wine at guaran-
teed prices, the bulk of wine for distillation came from cooperatives and non-associated
winegrowers in just a few provinces, “where many farmers produce with a view to disti-
llation” (Piqueras, 2008: 314). By 2002, La Mancha and Badajoz together accounted for
82% of the wine distilled (Martinez Carrién & Medina, 2010), and between 2001 and
2007 around 58% of all wine from La Mancha was distilled. Given the unsustainability
of the situation, in 2008 the EU carried out a reform of the Common Wine Policy that
eliminated many intervention measures, including subsidies for distillation, although gi-
ving member states some room to maneuver.

After 2008, the Spanish wine sector and in particular the cooperatives (producing 70%
of all the wine in the country) were able to react, including the cooperatives in LLa Man-
cha. One example of this reaction was a dramatic increase in the volume of wine being
exported (Bono, Castillo & Iliopoulos, 2012; Langreo & Castillo, 2014; Fernandez & Pi-
nilla, 2018). It does not seem, therefore, that the reduction of interventionism —which is
still very strong— has meant the beginning of a return to the situation of low importance
that cooperatives had before the 1950s.
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5. CONCLUSIONS

This article has stressed that cooperative wineries began to thrive around 1950 thanks
to the new directions taken at that time by the European wine regulatory policy, which
considered cooperatives to be an indispensable instrument to avoid large price fluctua-
tions. In one of the most important theoretical texts ever written on cooperatives, Hans-
mann (1996) drew on examples from the United States and argued that, because it was
cheaper for farmers to own the company that bought their crops or sold them supplies
than to use market contracts, cooperatives were already strong before they began to
receive privileges from governments. But this was clearly not the case with European co-
operative wineries: they only became important when governments began to consider
them essential to regulate prices and hence the aid and subsidies they received grew
substantially.

It was now much easier than in the past for them to obtain and renew loans, which
removed incentives for members and boards of directors to continue to bear the costs of
mutual monitoring and the imposition of sanctions (Ostrom, 1990). But, contrary to what
many wine economists argue —and Fernandez and Simpson (2017) using a historical pers-
pective—, free-rider behavior was not widespread among members when it came to han-
ding their grape harvest over to them. This type of behavior, encouraged by purchases of
wine at guaranteed prices, tended to occur only in cooperative wineries in some very spe-
cific areas and, as defended in the article, was not strictly speaking free-rider behavior, but
an adaptation to the will of the majority.

The guaranteed prices caused the quality of the wine produced by the cooperatives
in LLa Mancha and other areas with similar characteristics to plummet. But this only oc-
curred in those areas, where the quality of the wine produced by affluent winegrowers with
wineries who were not members of cooperatives also fell sharply. As these areas together
produced around 50% of Spanish wine, its quality also decreased. And Spanish agrarian
cooperatives as a whole acquired a reputation for producing bad wine. But, in actual fact,
the vast majority of them (that is to say, those not located in these areas) continued to strive
to produce good table wine with a quality that remained stable over time.

Tirole (1996: 1) argued that, in companies, collective reputation is a result of how sti-
muli, both current and past, influence people’s behavior, so that “new producers may suf-
fer from prior mistakes of older producers even after they have disappeared”. This is what
is happening with the bad reputation currently enjoyed by cooperative wineries. Yet, the
mistakes of the past, although they now affect the reputation of the cooperative wineries
as a collective, were not generalized and were brought about by governments. After Spain
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joined the European Community, the mistakes, because of distillation at guaranteed pri-
ces, have gone on almost down to the present day.
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APPENDIX
Appendix 1: Descriptive statistics for Table 2
Obs. Mean Std. Dev. Min Max

(1) Market share of cooperative wineries, 1971 50 31.61 26.21 0.0 81.50
(2) Number of cooperatives, 1972 50 17.20 26.38 0.0 124.00
(3)% of wine sold at the guaranteed price 50 8.47 17.01 0.0 70.12
(4)% of holdings with winery 50 25.08 17.60 1.50 76.64
(5) Average holding size 50 1.50 1.12 0.92 5.74
(6)% of vineyard, 1971 50 5.90 5.91 1.13 22.11
(7) Ln altitude 50 6.39 0.49 4.93 7.03
(8)% drop in wine prices, 1943-53 50 48.42 21.52 -28.55 72.25
(9) Average price of wine, 1943-51 50 6.69 1.40 4.60 10.05
(10) Social capital 50 83.26 70.22 4.00 436.0
(11)% of illiteracy 50 16.18 10.53 3.00 40.00
(12) Cooperative wineries, 1944 50 2.68 8.25 0.0 51.00

Sources: (1) AGA, sig. 74, top. 35/50.501; (2) La Semana Vitivinicola, 13 July 1974, p. 3143; (3) AGA,
(06)038.001, box 284, top. 35/50.303-51; (4) and (5) INE (1966); (6), (8), and (9) Ministerio de Agricultura
(1943-71); (7) Ministerio de Agricultura (1962); (10) Direccion General de Agricultura (1934); (11) INE
(1950); (12) UNACO (1944).

Appendix 2: Descriptive statistics for Table 3

Obs. Mean Std. Dev. Min Max
(13) Cooperatives created, 1945-64 200 2.89 5.45 0.0 27.00
(14) Cooperatives created, 1945-74 300 2.48 4.70 0.0 27.00
(15)% of vineyard, 1945-64 200 6.67 6.91 0.78 37.32
(16)% of vineyard, 1945-74 300 6.67 6.67 0.78 37.32
(17)% drop in wine prices, 1945-64 200 30.78 22.64 -31.90 67.24
(18)% of illiteracy, 1945-64 200 18.62 11.43 25 48.00
(19)% of illiteracy, 1945-74 300 16.15 10.91 2.0 48.00
(20) Yields, 1945-64 200 16.41 11.28 2.76 60.13
(21) Yields, 1945-74 300 18.20 13.02 2.76 85.84
(22) GDP per capita, 1945-64 200 390.99 188.19 160.43  1048.60
(23) GDP per capita, 1945-74 300 544.65 303.55 160.43  1515.77

Sources: (13) and (14) UNACO (1945-74); (15), (16), (17), (20), and (21) Ministerio de Agricultura (1945-
54); (18) and (19) INE (1920-60); (22) and (23) Diez Minguela, Martinez Galarraga and Tirado (2018).
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Appendix 3: Guaranteed prices and fraud

As already said, in 1953 it was decided that the guaranteed price would be equal to the
costs of producing wine in La Mancha, which were lower than the Spanish average. Ho-
wever, probably as a result of political pressure, these costs were initially overestimated
by the technicians of the Ministry of Agriculture, so that many winegrowers in LL.a Man-
cha and in some areas with similar characteristics (Badajoz or the Valencian area of Re-
quena-Utiel) found it profitable to sell wine to the state at the guaranteed price, instead
of using the Commission only to avoid having heavy losses in years of high surpluses and
falling prices3 3 The tendency in these areas was therefore to increase wine production
without paying attention to market signals.

The guaranteed prices periodically rose, but to rectify the initial error they did so to
a lesser extent than inflation. According to a report from the province of Ciudad Real, from
1963 onwards the guaranteed price evolved in the province as shown in Figure Al.

FIGURE A1
Real guaranteed price of wine in Ciudad Real (1963 = 100)
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Source: AGA, (06)038.001, box 60 top. 35/50.303-51.301.

In order to keep their production costs below the guaranteed price in real terms, many
winegrowers in L.a Mancha or Badajoz responded by making excessive use of chemicals
and dispensing with operations (for instance, racking) that were necessary to obtain wi-

33. This is what is stated in an official report preserved in AGA, sig. 64, top. 35/50.401.
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nes fit to be drunk. Initially the Commission did not take this into account and paid the
guaranteed price for any wine it was offered, but in 1963-64 it was established that “drin-
kable” wine would be paid at 27 pesetas and wine that could not be used for anything ex-
cept distillation was bought for 25 pesetas. As a result of this legitimization of cheating,
the Commission received an avalanche of bad wine. From the following year onwards, it
fixed bonuses or penalties according to quality and theoretically stopped accepting un-
drinkable wine. Over time, it progressively made the rules stricter but, with each tighte-
ning of the regulations, winemakers responded with a new malpractice. I will cite just one
example.

Sulfur dioxide (SOz), also known as sulfites, is used during the winemaking process as
an antioxidant and antimicrobial agent. If used in the right doses, the wine has a better
color and aroma and less volatile acidity. The latter, which is basically caused by the pre-
sence of acetic acid, is always a “bad acidity”34: the more of it there is, the worse the wine
will be, and above a certain threshold it will convey a distinctly unpleasant taste. As much
of the wine purchased by the state had too much volatile acidity, from a certain point on-
wards it was established that, in order to qualify for the guaranteed price, the level of vo-
latile acidity had to be less than one gram per liter of wine. To camouflage it, winemakers
then used excessive amounts of sulfur dioxide, which tends to generate unpleasant aro-
mas and can have harmful effects on the health of the consumer. When the state lowered
the maximum permitted amount of sulfur dioxide, winemakers responded with another
ruse, and so on, with the result that the wine bought by the Commission always had a ho-
rrible taste.

Despite selling large volumes of wine at what were in theory very low prices, in La
Mancha or Badajoz vineyard surface area, yields and wine production increased. In 1976,
when the cooperatives had a market share of only 11% in it, Badajoz destined more than
half of the provincial wine harvest for distillation (Cadenas & Mujica, 1983: 30). Before
the civil war of 1936-39, vineyards had had little presence in the province, but purcha-
ses at guaranteed prices acted as an incentive to plant vines, mainly by large landowners
(Diaz, 2009: 273), and for them to use of high-yielding varieties that produced low-qua-
lity grapes. Thus, at the end of Franco’s regime Badajoz was already one of the “most wine-
producing” provinces in Spain, because “the profitability of the vineyard, quality aside,
[was] one of the highest in the country” (Sanz Carnero, 1975: 156).

34. Whereas the fixed acidity is what we might call the good acidity —provided it stays within a range.
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