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DUPONT POISED TO BE NEW LEADER IN AGBIOTECH
DuPont has put paid to rumours that it might acquire Monsanto by agreeing to buy the remaining 80% of shares in Pioneer Hi-Bred International Inc that it does not already own for some $7,700 million. Under the agreement, Pioneer shareholders will receive 45% payment in cash, 55% in the form of DuPont stock. Pioneer, which has 5,000 employees world-wide, will continue to operate from Des Moines, Iowa, as a DuPont subsidiary. Pioneer had about 40% share of the seed market for US maize and 18% for soybeans last year.  Its maize share has slipped a few points in recent years, due to competition from DeKalb and Novartis, but it hopes to regain some this season.

Last year, DuPont took a 20% stake in Pioneer, the world's leading seed company, for $1,700 million, at the same time as it agreed to acquire Protein Technologies International (PTI), dispelling doubts about its commitment to agriculture (CPM, August 1998). This latest deal, already approved by both company boards, will create the world's leading agricultural biotechnology concern, according to DuPont. Although still subject to shareholder approval, a competitive bid seems unlikely.

Maize Genome Progress

Speaking at a biotechnology conference in Brussels this month, organised by Vision in Business (www.visibis.com), Dr William Niebur, Pioneer's maize research director for early maturity and quality traits, said that his company had already sequenced over 80,000 maize genes, most of the genome, and had discovered the function of 800-1000 genes. The company is currently investing 12-14% of sales for R&D and is following an "aggressive patent strategy" on sequences, once function has been assigned. 

Pioneer is concentrating on using genetic engineering techniques to get the best out of the maize genome, using this to improve traditional breeding techniques, rather than introducing genes from other plants or organisms. Dr Niebur said that one of the key questions that still needs answering is what forms the basis of hybrid vigour ("heterosis"), which has enabled great strides to be made in breeding maize. 

This is essential to understand whether maize yield improvements can continue to be made. Pioneer is working on increased lysine content for animal feed, reducing phosphate excretions from animals and improving stalk quality. Dr Niebur expects maize with elevated lysine to reach the US market by 2001 and improved stalk characteristics by 2002/3, with Europe following 1-3 years later. A lot of maize variation is unexplained and it might be possible to triple yields from the current levels, a real challenge for plant breeders. Pioneer is defending its own germplasm strongly (October CPM) as these lines will form the basis for many new improved varieties. Dr Niebur said that the DuPont alliance had given Pioneer "access to new technologies, a change for the better".  

Agriculture in the New Millennium

In a conference opening address in Beijing this month (see later CPM pages), Jim Borel, president of crop protection at DuPont, painted an optimistic picture of agricultural production in the 21st Century, which he sees as being "one of the most dynamic of industries". He expects a shift from commodity-based production to consumer-based production, with “transparency and traceability as key” and agricultural commodities increasingly replaced by specialties. 

When questioned about how these specialty crops would be segregated in the future, Mr Borel said this was already happening with high-oil maize, where growers are “setting bins aside”, but acknowledged that alliances would need to be established down the agricultural distribution chain to make this more practical. DuPont has had new supply opportunities recently through PTI, which is now operating an electronic commerce system with its contract growers.  Faced with European demand for non-GM soybeans, PTI has made contracts for STS soybean varieties, tolerant to sulfonylurea herbicides but not transgenic.

Unlike companies such as Monsanto and Novartis, which have focused on life sciences and disposed of other interests, DuPont plans to retain its “materials science” interests and sees “a long-term advantage” with these.  However, it recognises the benefits of having its life science interests kept “transparent”, and plans to introduce a “tracking stock”, to be separated out for shareholders in plans for next year. 

When questioned about the potential threats posed by company “concentration in the food chain” and farmer concerns, Mr Borel said it was a “very competitive business” and he had faith in the marketplace to regulate this.  He sees crop protection chemistry as remaining important, with "critical mass as essential" for companies to stay in this area of business.

European News and Markets
BAYER ACQUIRES PBI H&G

The UK agricultural division of Bayer has acquired pbi Home & Garden Ltd, Enfield, a subsidiary of Sumitomo Corporation.  The company has about 10% of the UK home and garden chemical market, with a range of pesticide and fertiliser products (including the Bio brand).  It employs 48 staff, all of whom will be retained by Bayer. Under Bayer's ownership the company will provide stronger competition for the US company, Scotts, which has a very dominant position in the UK market (CPM, January 1998).

Bayer AG created a Garden/Professional Care (GPC) business unit in 1997 and this acquisition forms part of plans to develop it further, according to its head, Dr Helmut Schramm.  Last year, Bayer acquired the garden product interests of the Swedish company, Planfer AB, and set up a 50:50 joint venture with the US company, Pursell Industries. Bayer expects that its GPC unit will double its 1997 sales of £86 million ($135 million) by 2002, giving it about 16% of the global market, currently estimated at over $1.6 billion. Bayer currently has no significant products that it sells into the UK garden market, but has a number in development. Sumitomo’s other subsidiary, PBI Agrochemicals, is unaffected by the acquisition.  

UK SUPPLIERS COMBINE

The two UK agrochemical supply businesses, Willmot Pertwee and Independent Agriculture (ultimately owned by the US ConAgra Group), merged on 1 March to form United Agri Products Ltd (UAP). The new company will be a UK market leader, with 152 agronomists operating nation-wide. UAP also claims to have established an "unrivalled R&D and information support package".

New Farmer-Owned Group

Three farmer-owned supply businesses, AF, Midland Shires Farmers (MSF) and WMF, announced plans this month to amalgamate to form Countrywide Farmers Ltd (CFL). On the basis of 1998 results, CFL will have sales of £250 million, including £8 million ($13 million) of crop protection products, 20,000 tonnes of seed and 200,000 tonnes of fertilisers. 

It will also have some 15,000 farmer shareholders and hopes to attract other farmer groups to provide more competition for private groups such as UAP. Work is proceeding on combining the organisations; AF is a plc, MSF an industrial and provident society and WMF a private limited company. Farmer co-ops are comparatively weak in crop protection in the UK when compared with French and German counterparts. 

MORE THAN A FUNGICIDE

Evidence is accumulating that BASF's fungicide, Landmark (kresoxim-methyl + epoxiconazole), has a number of physiological effects that can enhance cereal yields. Dr Alan Akers from the company's Limburgerhof research centre has been investigating the biochemical background to the phenomena, but cautions that the main product benefits still come from its fungicidal activity. The two compounds in Landmark apparently reduce ethylene formation, retarding cytokinin degradation and delaying senescence, both contributing to the "greening effect" of the product. Cereal varieties that are relatively resistant to diseases still have comparable yield increases to susceptible varieties when treated.

Kresoxim-methyl has also been shown to increase carbon dioxide fixation and the capacity to utilise nitrogen fertilisers. BASF is now "fine tuning" its product recommendations for Landmark to enable growers to get the maximum benefits from its yield enhancement effects.  Strobilurin fungicides accounted for about 15% of the UK cereal fungicide market by value in 1998 (azoles for 50%) and BASF expects this figure to reach 25-30% this year.

EYESPOT RISKS UNDERESTIMATED

UK wheat and barley growers are underestimating the threats posed by eyespot (Tapesia spp), according to Dr Bill Clark of ADAS Boxworth, as they focus too much on visible symptoms of whiteheads or lodging. Eyespot is very difficult to identify and farmers are not being vigilant enough in either detection or treatment. In an ADAS/Novartis joint survey of 50 East Anglian fields in 1996, yield losses from eyespot were as high as 35% (15% on average), with only whitehead symptoms visible. This was the "probably the worst outbreak for 20 years" said Dr Clark, but with very high yields overall, farmers were not “unduly worried”. Average eyespot losses were 7% in 1997 and 10-15% in 1998, when take-all exacerbated losses. 

Novartis is introducing a diagnostic tool based on PCR (polymerase chain reaction) to aid growers to monitor eyespot development and differentiate between the W (wheat) and R (rye)-types, T yallundae and T acuformis.  It will also support treatment programmes with its Unix (cyprodinil) products, which control both eyespot forms.  In PCR analysis of 1800 wheat samples in 1998, Novartis found that Tapesia acuformis predominated in France, Germany, UK and USA, although there were regional differences, especially in France. Novartis is extending the analyses in 1999 to include diagnosis of other stem-based cereal diseases using PCR technology.

STAR ANTI-RESISTANCE STRATEGY

The Fungicide Resistance Action Committee (FRAC) has drawn up guidelines for optimising the benefits of STAR (strobilurin and related compounds) products.  These are that a maximum of two applications be made in cereals, with full rates, in combination with complementary products. Strobilurin products are used at all three traditional cereal growth stages, T1 (stem extension), T2 (flag leaf emergence) and ear emergence. Concerns about strobilurins have grown as a result of the development of mildew resistance in Northern Germany. This appears to have been the result of injudicious use of the products, for disease eradication rather than protection. According to BASF, the most effective and economic results are obtained with the first two timings.

FIRST CHLORFENAPYR APPROVAL

American Cyanamid has received provisional approval from the Belgian authorities for its insecticide, Intrepid (240 g/l SC chlorfenapyr), for control of spider mites (Tetranychus urticae) in greenhouse ornamentals at 20 g ai/hectolitre.  Label extensions for use in other greenhouse crops such as strawberries and vegetables are expected to follow. This is the first European Union approval for a chlorfenapyr product. A monograph has been issued by the Spanish registration authorities which are acting as the European rapporteur. This is in the course of being reviewed in the current round of ECCO (EC Co-ordinating) meetings.

Acaricide Label Extension
Cyanamid Agriculture has received approval for Masai (tebufenpyrad) control of spider mites, Tetranychus urticae, in strawberries in the UK.  The product is already approved for use in hops, apples, pears and protected rose crops.  

AVENTIS BROUGHT FORWARD

Hoechst may retain its Celanese and Ticona industrial chemicals units and is bringing forward its marriage to Rhône-Poulenc to form Aventis SA, following pressure form its biggest shareholder, Kuwait Petroleum Corporation. Hoechst is also deferring the shareholder vote on the issue from its annual meeting on 4 May to June or July. Aventis may retain a 45% stake in Clariant AG, and a 67% stake in Rhodia SA, both leading specialty chemical companies.

Schering AG could sell its future 24% stake in the Aventis CropScience joint venture for as much as $5.6 billion by 2006 and plough this into its pharmaceutical business, according to the company. It cannot sell its stake until 2004 and is currently prepared to invest more money in crop protection. AgrEvo's sales rose by 4% to DM 4.24 billion ($2,540 million) in 1998, with operating profit up by 12% to DM 353 million.

PRECISION FARMING UPTAKE

UK and German farmers are leading the field in taking up precision farming techniques in Europe, according to a report just published by Sky Farm Ltd, Farnborough, UK. It estimates that 630 European farmers or contractors used yield monitors linked through Global Positioning Systems to their harvesting equipment in 1998. Over half of the users were in the UK.  Danish and Swedish farmers are also turning increasingly to precision farming, but with a focus on environmental management. 

Opportunities for Precision Farming in Europe estimates that by 2005 there could be 15-20,000 EU farmers either mapping yields or using variable rate application technology. Sky Farm’s Mike Pooley said: “We have profiled nearly 40 companies developing precision farming tools. Their commitment   will ensure the technology plays a crucial role in future European farming.” Opportunities for crop protection are also developing, with nematicides one of the more promising areas.  For further details, contact Sky Farm (Fax: +44 1252 4005 - E-mail: Mike@skyfarm.co.uk).

ECOGEN DISTRIBUTION DEAL

Ecogen Inc has entered into an exclusive agreement with the privately-held Swiss company, Lances Link SA, Geneva, to distribute three biopesticide products in parts of Western Europe, all of Eastern Europe, Egypt, Turkey and all Arab-speaking countries of the Near East.  The agreement is for a minimum of five years following registration in each country. The products covered by the agreement are the fungicide, AQ10, and the Bt insecticides, Lepinox and Condor. 

SPANISH SALES RISE

Crop protection sales of members of the Spanish trade association, AEPLA, rose by 5.78% in local currency terms in 1998 to reach 95,736 million Pesetas ($660 million), according to its annual report published this month. AEPLA members represent some 90% of the total Spanish market (October CPM). Andalusia accounted for 31.2% of sales, ahead of Valencia (16.2%) and Catalonia (9.4%). 

Insecticide sales rose by 5.4% to Pstas 33,323 million ($230 million), herbicides by 6.2% to Pstas 30,398 million ($210 million), fungicides by 7.5% to Pstas 21,170 million ($146 million) and other products by 2.4% to Pstas 10,845 million ($75 million).

American News and Markets

TRANSPARENT UNIROYAL RESULTS 

The detailed financial figures for Uniroyal's crop protection business have been separated out for the first time in the latest year-end earnings report from the parent company, Crompton & Knowles (C&K). These had been previously pooled in the specialty chemical figures. Total company sales at C&K declined from $1,851.2 million in 1997 to $1,796.2 million in 1998, with operating profit falling from $224.3 million to $218.3 million. 

Sales for the crop protection business dropped from $370.1 million in 1997 to $348.0 million in 1998, although operating profits increased from $77.3 million to $78.8 million. The proceeds from the sale of a 50% interest in Gustafson to Bayer last year were reported at $180 million (September CPM). 

ZENECA USES ROSETTA TECHNOLOGY

Zeneca Agrochemicals has signed an agreement with Rosetta Inpharmatics Inc, giving it access to Rosetta's Genome Reporter Matrix (GRM) as an aid in the selection and optimisation of lead compounds for use in crop protection. Under the agreement, Rosetta will provide chemical and biological profiles of Zeneca's research compounds.  

Terms of the deal were not disclosed. According to Dr. David Evans, Zeneca's R&D director, the profiles will "optimise the development of lead product candidates" and give "an early indication of their potential". Rosetta recently announced its acquisition of Acacia Biosciences, Richmond, California, the company which originally developed GRM.  Acacia had already made similar GRM deals with DuPont and Novartis (CPM, June and August 1998).

CELERA GENE AGREEMENT

RhoBio, the joint-venture between Rhône-Poulenc Agro and Biogemma (CPM, April 1998 and October 1997), has signed a three-year exclusive collaboration agreement with Celera AgGen, the agricultural business unit of Perkin-Elmer Corporation's newly-formed Celera Genomics division (based in Rockville, Maryland), for the discovery of maize genes associated with important agronomic and quality traits. Celera AgGen will receive royalties from RhoBio resulting from sales of any products developed through the alliance. 

The agreement gives RhoBio access to technology and know-how which can be used immediately to benefit Génoplante, the plant genomics programme set up last year in co-operation with Rhône-Poulenc, Sigam/Serasem, Florimond Desprez and several French national research institutes (September CPM). RhoBio is supported by the work of the three laboratories of Biogemma as well as by the research centre of Rhône-Poulenc Agro in Lyons. RhoBio inaugurated a genomics lab earlier this year at Evry, where work for Génoplante will be carried out.

Celera Genomics (www.celera.com) has been set up to provide genomic and related agricultural and medical information. Celera AgGen has also acquired 49% of the equity of Agrogene, an agricultural DNA testing laboratory in Moissy-Cramayel, France, which will enable the company to extend its automated DNA sequencing and genotyping services to European agricultural markets. 

DOW COMPLETES DEAL WITH IFSI

Dow AgroSciences LLC and Illinois Foundation Seeds Inc (IFSI), Champaign, have completed an agreement by which Dow has acquired 25% of IFSI's outstanding equity shares in exchange for $15 million in cash and a 16.4% ownership interest in Dow AgroSciences' subsidiary, Advanced AgriTraits LLC (AAT). AAT and IFSI have also agreed to share their respective technologies in crop traits and seed germplasm. IFSI is to use the proceeds to enhance its foundation seed breeding and germplasm development programs.

IFSI will receive non-exclusive marketing rights to "trait-enhanced products" from AAT, in return for providing access to germplasm, and will perform breeding, testing and seed production services for AAT. An initial agreement was made between Dow and IFSI last year, at the time that AAT was first established (CPM, September 1998). 

OTHER AMERICAN NEWS

Abbott Laboratories Inc is seeking to extend EPA approval for its product, aminoethyoxyvinylglycine (AVG) to cherries, peaches, plums and other stone-fruits. AVG, approved for use as a plant growth regulator on apples and pears in 1997, is derived from a naturally-occurring soil micro-organism and inhibits ethylene production in plants.

EcoScience Corporation, East Brunswick, New Jersey, has entered into a non-exclusive agreement with the private company, Prentiss Incorporated, to market its Bio-Blast biological termiticide in the USA. EcoScience already has a distribution agreement with Paragon Professional Products, a subsidiary of Terminix International, a leading US pest control company which provided technical and financial assistance for the development of Bio-Blast.

China Crop Protection Conference

Over 100 delegates attended the China Crop Protection Conference in Beijing from 25-26 March, organised by the Centre for Management Technology. Companies were generally upbeat about business prospects in China, which are seen as very good, although counterfeiting and intellectual property issues are still causing many concerns. Don Taylor, head of Asia-Pacific for Novartis Crop Protection, who chaired the first day’s session, paid tribute to China’s progress in agriculture.  It was the first country to introduce hybrid rice some 20 years ago (nearly 50% of the national rice crop is now hybrid) and, more recently, the first to grow genetically modified crops, developed from national R&D.

AGRICULTURAL PRODUCTION

China’s agricultural production is very impressive, accounting for some 21% of global agricultural output from only 7% of the world’s arable land. Rice yields are particularly high at 6.2 tonnes per hectare. This production will become more intensive with the shift to urbanisation.  The proportion of the population living in cities rose from 19% in 1980 to 30% in 1995. 

China has made significant progress in its agriculture over the last few decades. Mr Zhou Hongyu of the Ministry of Agriculture reviewed rural reforms over this period, which have given more incentives to growers to be productive. There has been a move from collectives to private enterprise.  Food production in China has risen from 304.8 million tonnes in 1978 to 494.2 million tonnes in 1997, with annual per capita production increasing from 317 kg to 400 kg. Living standards of China’s 600 million or so farmers have improved dramatically over the same period.  

Self-Sufficiency Targets

China aims for self-sufficiency in food and Mr Zhou expects that 95-98% of demand can be met by domestic production. There are usually exports of maize and rice and imports of wheat. Further structural reform and changes are still needed and some delegates expressed concern about how farmer subsidies would be managed in future, as some form of support is still likely to be needed. Chinese growers get prices above world levels for some commodities such as cotton, but below for others (e.g. vegetables). 

Chinese farms are very small, typically well under one hectare and there are few large farms, so crop protection products are supplied in very small packages, often 250 ml.  With the huge numbers of farmers, television advertising is the most commonly used promotional method for products, as direct mailings and other methods are too expensive.

PATENT PROTECTION DEVELOPMENTS

Patent and intellectual property rights are critical issues in China. The position has improved in recent years for foreign companies as China comes into line with international standards as part of efforts to join the World Trade Organisation. Don Taylor complimented China on its progress, but said there was still scope for improvement from a foreign company's viewpoint.

Ms Wu Zhengying of the 2nd Chemistry Examination Department at the State Intellectual Property Office reviewed the state of patent protection in agricultural chemistry. China’s Patent Law came into effect in 1985 and was revised in 1993. As a result of government agency restructuring in 1998, the Chinese Patent Office has become the State Intellectual Property Office (SIPO), taking on additional "IP" responsibilities and working directly under the State Council.  By the end of 1998, there had been over 860,000 patent applications, 140,000 from abroad. 

There are now over 500 patent agencies and 5,000 registered patent agents in China. In the case of serious patent infringements, offenders can be sentenced to up to three years imprisonment. By the end of 1998, there had been a total of 4,578 patent disputes, 3,881 of which had been settled. To meet the needs of China’s “socialist market economy” and to harmonise with Hong Kong patent rules, a second revision of the patent law is being prepared.

Growing Number of Patents
In recent years, the number of pesticide patent applications in China (now over 600 per annum) has been approaching the levels made to the US and European Patent Offices.  Since 1985, there have been 4,404 pesticide patent applications, 57.5% from foreign companies, 42.5% from domestic firms. There had also been 1,162 fertiliser applications, 90% from domestic companies. 

Ms Wu said that AgrEvo, Bayer and DuPont are the leading foreign companies applying for pesticide patents in China.  The USA tops the list of countries with 652 patent applications since 1985, followed by Japan (580) and Germany (502). England, France, Switzerland and the Netherlands are also very significant.  In terms of pesticide product categories, heterocyclics lead the way with 1,480 applications, followed by formulations (761), sulfonylurea (556), carboxylic esters (358), organophosphorus compounds (329), biologicals (303) and pyrethroids (185). Ms Wu also discussed procedures for biotechnology patent applications.

ADMINISTRATIVE PROTECTION

Mr Zhou Yubo, division chief of law & policy at the State Bureau for Petroleum and Chemical Industries reviewed progress with the Administrative Protection Regulations on Agrochemical Products. These came in on 1 January 1993 to cover products that could not be protected by the Chinese patent law or where protection rights had been obtained in other countries during the period January 1986 to January 1993.

So far, there have been 27 applications for administrative protection from 12 foreign companies, of which six have been overruled and three withdrawn. The most recent applications to be granted were in January for FMC’s Affinity (carfentrazone-ethyl), Dow Chemical Japan’s Clincher (cyhalofop-butyl) and Novartis’ Dynam (oxasulfuron), The protection period is for 7.5 years.

PRODUCT & PLANT REGISTRATION

Mr Zhang Ziming, director of the registration division of the Institute for the Control of Agrochemicals at the Ministry of Agriculture (ICAMA), told the conference that there are 1,645 pesticide factories registered in China.  About 300 of these are involved in synthesis, the rest in formulation and repacking. Jiangsu is the province with most factories, 202, followed by Shandong (160), Zhejiang (142), Hebei (131), Henan (128) and Guangdong (102). Mr Zhang said that there were over 500 approved ais and 7000 formulations in China in 1998. About 10% of these were foreign products, accounting for 20% of pesticide sales.

The Regulation for the Control of Pesticides was promulgated by the State Council on 8 May 1997. It stipulates four approval systems: for pesticide registrations; pesticide production licences; pesticide distribution licences; and product standards. Detailed rules for the implementation are being issued by the Ministry of Agriculture. Transgenic plants and predator insects are also subject to the regulation. An improved "me-too" registration is to be implemented, with periods of data protection for the first registrant, seven years for a new ai, five for a new formulation. There are also nation-wide pesticide storage standards.

ASSOCIATIONS IN CO-OPERATION 

Guilford Ide of DuPont China, chairman of the Crop Protection Association of China (CPAC) announced at the conference that his association would be working in co-operation with the China Association of Pesticide Industry (CAPI) in efforts to combat counterfeiting and sale of unauthorised products. Details of the joint programme will be worked out in the next few months. CPAC was formally established in Beijing (with an office headed by a former Chinese government official, Mr He Fan) at the end of last year and represents the interests of 15 leading multinational companies. It operates under the auspices of the Asia-Pacific Crop Protection Association and replaces a previous organisation based in Hong Kong.

CAPI represents the interests of the leading 220 domestic producers and was established in 1982.  Professor Wang Lu-Xian, council director of CAPI,  said that he expected the two associations would have some members in common in the future. The two associations will work together with regulators to protect both producer and farmer interests. Counterfeits present major problems in China and are often virtually indistinguishable from the authentic products. Confiscated counterfeit products usually go for incineration or landfill, but sometimes slip back into the distribution system, complained one delegate.

ENVIRONMENTAL STANDARDS

Geoff Randall of Zeneca’s Brixham Environmental Laboratories discussed the developments of environmental standards in China and internationally.  He has been co-operating with the Chinese authorities to provide guidance in recent years.  One of his main concerns has been ensuring that Zeneca’s local suppliers (e.g. for chlorine) meet environmental standards.  Many do not, but have been rapidly adjusting with appropriate support. Zeneca’s chief executive, Sir David Barnes, will be coming to China in April for a "ground-breaking ceremony" for the company's new paraquat production plant, which will have the same standards as its UK facility.

BIOTECHNOLOGY PROSPECTS

Dr Paul Teng, Monsanto’s Asia-Pacific regional biotechnology director expressed enthusiasm about future prospects from biotechnology, particularly for rice.  Having recently left public sector research at the International Rice Research Institute in the Philippines for private research, he said there was much scope for collaboration between the two sectors.  Rice varieties have traditionally come from public research programmes, but this is changing. 

Traits already enhanced in rice include resistance to stemborers (Bt gene), sheath and bacterial blight (major problems in China), tungro virus and RSV, and tolerance to submergence and salinity.  In China, Monsanto is already selling its Bt cotton, so far only in Hebei province, and there is also domestic Bt cotton available.  Together they accounted for under 2% of the total 1998 cotton area.

AGREVO'S CHINA PERSPECTIVES

Christian Blin, managing director of AgrEvo China Ltd, gave delegates an account of the company’s strategy and joint venture experiences in China. He said his company (as Roussel Uclaf) had established the first crop protection joint venture (for deltamethrin) in China in 1989, just a few months ahead of DuPont. It has also set up a seed joint venture more recently through its Sunseeds subsidiary. AgrEvo has built a strong presence in China since then, with 130 staff, of which 50-70 are involved in sales. It is focusing on core market segments and investment in people and new technologies. 

Mr Blin and other speakers commented that China is one of the most competitive of markets. A notable feature had been a considerable rise in demand for vegetable fungicides. He is optimistic about future prospects, but commented that reform was not always consistent and sometimes abrupt.  Mr Blin also felt that local firms were sometimes favoured over foreign companies when it came to registration and that a “level playing field” was essential.

DUPONT'S JV EXPERIENCES

This year is the 50th anniversary of DuPont China and since 1984 the company has set up four offices, four wholly-owned production facilities and nine jv's in China. More than 10 new co-operation projects are also now under negotiation. Mr S T Tsay, director of DuPont Agricultural Products for East Asia, reviewed the history of its first Chinese joint venture, DuPont Agricultural Chemicals Ltd in Shanghai (DuPac). 

The jv agreement was signed on 30 April 1990 with the former Shanghai Chemical and Industrial Bureau (now the Huan Yi Group Co). The total investment in DuPac was $25 million, with DuPont holding 80% share. The production facility for the rice herbicide, Londax (bensulfuron-methyl) came on-stream in September 1992 and has had an outstanding safety and environmental record.

Difficult Early Years

The first three years were "quite hard", but output increased fourfold in 1996 (when ISO 9002 accreditation was also obtained) and doubled in 1997, thanks mainly to the additional production of Ally, Glean and Express. 

DuPac has only been making profits since 1996 and these have come from exports (of 6-8 ai's and formulations), now accounting for over 50% of sales, not domestic sales. DuPac has set up its own distribution channels in China with 12 offices and 15-20 sales staff. In a survey of 20,000 farmers in 20 provinces in 1997, DuPont came out as the leading brand in the agricultural products market.

Technical production quality (> 98%) matches other DuPont sites. New formulation and synthesis support facilities have been added, as have biological and efficacy testing. Over $1 million has been spent on upgrading laboratories and at the beginning of 1998 it became the first jv with GLP certification. There has been co-operation with local companies for supply of intermediates with help provided by DuPac to improve product quality, leading to a reduction in imports.

Part of Global Strategy

Mr Tsay said that jv's like DuPac must provide advanced technology and should be part of global business strategy and not regarded as isolated projects. Support from both partners was required, especially when problems were encountered.  Foreign investors should communicate with the authorities about their plans. All but two DuPac employees are local nationals. Two Chinese employees of DuPac had moved on to other management roles in DuPont companies outside China, an encouraging sign.

CHINESE DOMESTIC MARKET

Delegate estimates given to CPM varied on the size of the Chinese crop protection market, from about $1,000-1,500 million at end-user value. The leading foreign companies are DuPont, Novartis, AgrEvo, Monsanto and Zeneca. They have been faring much better in China than in other Asian markets, such as Indonesia, where sales have been adversely affected by currency devaluations. There are limits on what they can import, so the joint venture route provides an effective way to develop sales in China. 

Dow AgroSciences has expanded rapidly over the last five years, increasing its Chinese staff from 5 to 50. Uniroyal Chemical, which has good sales of Comite (propargite) on citrus crops, will be doubling its team from 5 to 10 shortly, with the introduction of Pantera (quizalofop-P-tefuryl) and MH (maleic hydrazide). Zeneca has recently obtained approval for hexaconazole in China, with good sales expected.

The Chinese market is complex, but beginning to be better characterised. Next month we will feature a report on one Western company that is providing market research support to facilitate more effective marketing in China, as well as further conference coverage. Full conference proceedings are available from CMT, Singapore (Tel: +65 345 7322  Fax: +65 345 5928 E-mail: jolene@cmtsp.com.sg).

Other News and Markets
AGREVO JV WITH MITSU

AgrEvo is acquiring a 51% interest in the pyrethroid business of the Indian company, Mitsu Industries (Vapi, Gujarat), through its French subsidiary, Hoechst Schering AgrEvo SA, for a sum in excess of US$55 million. A joint venture is to be set up with Mitsu holding the remaining 49% stake. Mitsu Industries is part of the Bhilakhia group, which also controls Hindustan Inks. Technical grade deltamethrin will now be procured from the jv by AgrEvo for formulation and sales in India and other markets.

Mitsu's annual sales are now just over $100 million and it has enjoyed meteoric growth since it was founded in 1991 (February CPM). In 1994, Mitsu started producing chlorpyrifos, then cypermethrin and its key intermediates, and later permethrin and alpha-cypermethrin.  Mitsu started deltamethrin production in 1997 and has been poised to become a significant competitor for AgrEvo. The jv will strengthen AgrEvo's hold on the deltamethrin market and its position in the Indian crop protection market, where it currently has about 6-7% share (CPM, September 1997).

RP RAISES SHARE IN JV

Rhône-Poulenc Agro (RPA) has increased its stake in the Japanese joint venture, Rhône-Poulenc Yuka Agro, to 80% by acquiring a 30% share from its partner, Mitsubishi Chemicals. RPA, now entirely responsible for the jv’s management, intends to buy Mitsubishi's remaining 20% stake during the course of the year to create a wholly-owned subsidiary in Japan.

Rhône-Poulenc Yuka Agro's research centre near Tsukuba is a global centre of expertise for RPA's research into rice growing and also contributes to its worldwide research activity. This acquisition will enable RPA to increase its development in Japan. The jv had crop protection sales of 7,200 million Yen ($60 million) in 1998, equivalent to a 2.0% market share, mainly from products based on fipronil and iprodione for use on rice and vegetable crops.  

Phenoxy Herbicide Business Sale

RPA is selling its remaining 2,4-D herbicide business interests to the Nufarm group of New Zealand. The agreement will take effect once approval from the relevant authorities has been obtained and the various consultation exercises with employee representatives have been completed. RPA recently decided to cease production of 2,4-D at Pont de Claix (France). Nufarm purchased RPA's 2,4-D business in the USA last year (CPM, November 1997) and had previously acquired other phenoxy herbicide interests. 

ZENECA'S BIOTECH DEVELOPMENTS

Zeneca is planning the introduction of banana crops genetically modified to resist disease in 2003, followed by potatoes and rice in 2005, wheat in 2008 and maize in 2010. Its R&D investment in this area will reach $60 million this year, up from $20 million in 1997. Zeneca's scientists are also researching methods to switch on and off a gene that controls potato sprouting. Japan Tobacco Inc (JT) and Zeneca are also in negotiations to set up a new joint venture (in Japan) to develop new rice species, particularly for livestock feed. JT has been developing new rice species for brewing saké.

Monsanto Dispute Resolved

Zeneca has agreed a long-term licence agreement with Monsanto enabling it to test, develop and register Touchdown products (glyphosate trimesium) for use on Roundup Ready soybeans, maize and cotton in the USA. The two parties have also agreed to "negotiate in good faith" for Zeneca to have access to additional Roundup Ready crops in the USA and to all globally, as they are commercialised. Negotiations for access after the second season of crop introduction will occur on a country and crop by crop basis. 

Zeneca, Monsanto and Pioneer Hi-Bred will drop pending lawsuits against each other in Delaware and Missouri relating to the use of Touchdown over Roundup Ready crops, associated Monsanto patents and Monsanto's marketing practices. Financial terms have not been disclosed.
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