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Editor’s note: In the printed version of this edition there are also several pages of analysis of French pesticide pricing over the period 1993-1997
NEW YEAR, NEW ALLIANCES AND MORE BIOTECH
Last year proved an active one for the crop protection industry in terms of mergers, acquisitions and joint ventures, and 1998 looks set to match it.  Once again, developments in the pharmaceutical industry are likely to exert a "knock-on" effect.  In 1997, Eli Lilly and Merck exited from the crop protection scene and 1998 may see some others following suit. 

It was a good year for many crop protection companies in 1997 and in its first year of existence, the Swiss life sciences leader, Novartis AG, has reported total sales of 31.18 billion Swiss francs ($21.1 billion), up 19% on the equivalent sales of Ciba and Sandoz in 1996. It is also expecting strong profits.  Crop protection sales rose by 21% (up 10% in local currencies) , from SFr 5,044 million to SFr 6,088 million (US$4,120 million), boosted by strong fourth quarter herbicide sales in the Americas.  The acquisition of Merck's crop protection interests accounted for 2% of the growth.

More Pharmaceutical Mergers?
It has been disclosed  that American Home Products and SmithKline Beecham are studying a possible merger. If so, the American Cyanamid crop protection business may well come under the auction hammer. Last year, American Home Products had contacts with a few leading crop protection players in relation to the future of the business. There has been speculation  ever since AHP purchased American Cyanamid and AgrEvo is tipped as one potential bidder.

The AmCy business is strong, but facing challenges in the US market, which accounts for the biggest part of its sales.  Its imidazolinone herbicides are under threat from the rapid growth of Roundup Ready and Liberty Link crops. Another of its leading products, the herbicide Prowl (pendimethalin) is also facing potential new competition from generic producers.  

However, the company is very active in new chemistry and developing faster methods of discovery (see Other News and Markets) and could well have some promising future products in its R&D pipeline. City analysts have also been raising that "old chestnut" of the future of Zeneca, which, so far, has been consistently rebutted by the company’s top directors. 

The New Year sees the start of new relationships between some of the R&D-based multinationals and their generic competitors.  The Griffin/Du Pont 50:50 joint venture commences operations and Sanachem begins a new life as part of the Dow Chemical empire. This month, Dow AgroSciences makes its début (in place of DowElanco), as does the oxynil herbicide joint-venture, Rhône-Poulenc Nufarm (see European News).  Griffin has also just formed a 50:50 joint venture, Nagase Griffin, Tokyo, with the Japanese trading company Nagase & Co. Until now, generic pesticide producers have not made much impact in the Japanese market, but that may be changing. 

Burgeoning Biotechnology

The rapid uptake of transgenic crops will continue this year. Last year was the first for large-scale commercial production of genetically modified (GM) crops in North America and the area grown is expected to triple in 1998, according to Monsanto's UK technical manager, Colin Merritt, in a conference presentation this month in London.  He estimates that transgenic crops were grown world-wide on some 12-15 million hectares in 1997, mostly in the US, but also in Argentina, Australia, Canada and Mexico. 

As a consequence, there were some significant reductions in the tonnage of cotton insecticides and soybean herbicides applied.  Monsanto's Bollgard cotton, which contains a Bt gene, was planted on about a million hectares in the US in 1997, up by 40% on the 1996 figure, allowing an estimated  reduction in insecticide product use of 1.25 million litres. Initial reports from Australia indicate a 43% saving in cotton insecticide use and Mr Merritt commented that usage in Alabama had been the lowest that had been recorded since the 1940s.

He was asked about reports on  shortcomings in the performance of Bollgard cotton and claims made against the company by US growers.  Mr Merritt said that the growing demand belied these reports and that in some cases farmers were planting varieties not suited for local conditions, especially with soybeans, as had been shown by surveys. He added that these “discrepancies” should decrease as more locally adapted varieties become available.

Monsanto carried out some successful field trials last year with GM wheat made resistant to Fusarium by anti-fungal proteins and has also had encouraging results from various potato lines endowed with resistance to viruses, Verticillium and Phytophthora infestans (late blight). Monsanto has just set up a genetic engineering laboratory in Belgium to focus on potatoes and wheat, its first outside North America.

European News and Markets
LEVINGTON ACQUIRED BY SCOTTS

The Scotts Company of Marysville, Ohio, US, has completed the acquisition of Levington Horticulture Ltd, the UK's leading producer of lawn fertilisers and horticultural products, for approximately £48 million (US$78 million).  The acquisition  will make Scotts  the clear UK market leader in garden pesticides, with over 50% market share according to Mintel survey data.  It will also have over 40% of the garden fertiliser market.  

Last year, Scotts acquired Miracle Garden Care Ltd, which was set up in 1995 with venture capital for the acquisition of Zeneca's garden and professional products business, including the leading herbicide brands, Weedol and Pathclear (CPM, January 1995). Levington and Miracle will be merged to form a new company known as Scotts UK. The combined UK sales of Miracle Garden Care and Levington were about $135 million in 1997.

Amongst the Levington brands are the Tumbleweed pesticide products, originally developed by Murphy Chemicals. Over the last three years, Levington's sales have grown by 10% per annum to reach £49 million ($80 million).  Levington was established in 1994 as a £25.3 million management buyout from Fisons (CPM, July 1994), backed by PPM ventures, a subsidiary of Prudential Corporation. 

The Levington business is a UK leader in compost, lawn fertilisers and horticultural products. Over 65% of Levington's sales are from UK garden products, with the rest from horticultural products and exports, primarily to continental Europe. The Scotts Company, now a clear leader in lawn and garden care products in both the US and the UK, is also looking to expand its operations in other international markets. 

SURFACTANTS JOINT VENTURE

The UK adjuvants company, Interagro (UK) Ltd, Bishops Stortford, has established a joint venture in France with the copper fungicide specialists, La Cornubia, and the private wholesaler, Group Jouffray-Drillaud.  The joint venture, Surfagri SA, will start operations early this year from La Cornubia's offices in Bordeaux. Surfagri will develop adjuvant and surfactant products for the French market, with cereals as one of the main target markets.  One of Interagro's competitors, Newman Agrochemicals, part of Conagra, has a close relationship with another leading wholesaling group, De Sangosse-Somagri. 

Interagro was established in 1994 and has licensing agreements with Akzo Nobel, Witco and ISP.  The company's main sales are in the UK, with some exports to Ireland and Scandinavia.  With some older surfactants under threat because of their adverse environmental characteristics, Interagro's managing director, Mike Roche, sees some promising opportunities for the company's products.

La Cornubia's managing director, Mr B H Petersen told CPM that his company would be changing its name to Agtrol International very shortly as part of the integration of its business operations with its American sister company in Houston (December CPM).  Agtrol plans to add a number of new generic pesticides to its product range, including metalaxyl and triphenyl tin hydroxide for the US market, and is aiming to double its global sales to US$100 million within three years. 

SPANISH NEWS

Fitotrans, which has specialised in the transport and storage of crop protection products for 20 years, is increasing its capital and converting to a limited company.  With a continuing trend towards outsourcing in Spain, the company is expecting to increase its level of business by 37% in 1998.  Fitotrans is also expecting to receive ISO 9002 certification by September.

The UK company, Levington Agriculture, Ipswich, has opened an office in Valencia.  The company will be offering field trials services for crop protection products, including efficacy, phytotoxicity and residues work, throughout Spain.  Levington Agriculture received Good Laboratory Practice (GLP) Certification in 1993.

Industrias Afrasa SA is launching the fungicide Alfil (80% fosetyl aluminium) next month for use in citrus, top-fruit, strawberries, cucurbits and other crops.

GHENT CONFERENCE JUBILEE

The University of Ghent is holding its 50th International Symposium on Crop Protection this year on Tuesday 5 May at its Faculty of Agricultural and Applied Biological Sciences. For further details, contact Ir. S Drieghe (Tel: +32 9 264 60 12  Fax: +32 9 264 62 49  E-mail: sabine.drieghe@rug.ac.be).

SAR CONFERENCE

The Society of Chemical Industry is holding a one-day conference on Systemic Acquired Resistance at Belgrave Square, London, on 10 March, with speakers from companies and research institutes in Europe and the USA.  Further details can be obtained from SCI (Tel: +44 171 235 3681  Fax: +44 171 235 7743  E-mail: conferences@chemind.demon.co.uk).

FRENCH LAUNCH FOR ISOXAFLUTOLE

Rhône-Poulenc Agro is launching two new herbicides on the French market based on isoxaflutole (RPA 201772), a member of a new chemical family of herbicides, the isoxazoles (CPM, November 1995).  Isoxaflutole ("IFT") provides effective pre-emergence control of most weeds found in maize crops at low application rates, with particular strengths against broadleafs such as Chenopodium album and Solanum nigrum, including those resistant to triazines. 

Rhône-Poulenc has just received approval for Lagon and Acajou, both containing 75 g/l IFT and 500 g/l aclonifen, for use on grain and forage maize at a rate of 1 litre/ha.  The two brands are being used to allow marketing flexibility and have been under test for the last five years, including 800 farmer trials in 1997. Rhône-Poulenc has also been testing a mixture of isoxaflutole and atrazine, but is awaiting the European Commission's decision regarding the future of atrazine before proceeding further with it.

The launch will raise R-P's market share significantly in maize, the second biggest herbicide market in Europe.  Sales into this market in France account for some $200 million out of a total European market of about $480 million. Rhône-Poulenc Agro has also been granted registration for IFT on maize in Spain, following approval last year in Italy and several Eastern European countries, including Romania, Slovakia and the Czech Republic. IFT is already being sold for use on sugar cane in Latin America. 

IFT is expected to achieve global sales of FF2 billion  (US$335 million) at its peak. It will give R-P a strong presence in the maize herbicide market, worth $2.7 billion world-wide in 1996.  In the US market, IFT will be sold as Balance and Rhône-Poulenc has an agreement with Monsanto for its use in pre-mixes with acetochlor, which will be sold by both companies (CPM, May 1997). R-P is also testing other isoxazole herbicides for potential development. 

Contract Manufacturing Agreement

Rhône-Poulenc Agro has signed a long-term contract for the toll manufacturing of IFT with the Finnish company, Kemira Fine Chemicals Oy, at its plant in Kokkola. The FIM1 billion (US$185 million) contract is an extension of a $21 million agreement made in 1996 for the supply of a key intermediate for IFT production. 

A step-by-step investment plan has been agreed by the two companies to "debottleneck" production in order to meet the increase in future product demand. The long-term capital expenditure will be under FIM100 million ($18.5 million). Kemira Fine Chemicals Oy, formerly Kemira Agro's fine chemicals unit, was spun off and incorporated as a separate company in October 1995 and is now a subsidiary of Kemira Chemicals Oy.  It also produces herbicides under contract for American Cyanamid (CPM, June 1996). 

BIRTH OF RHÔNE-POULENC NUFARM 

Rhône-Poulenc Nufarm, the new bromoxynil/ioxynil joint venture between Rhône-Poulenc Agro and its fellow French company, CFPI, became operational on 1st January. The joint venture is 75% owned by Rhône-Poulenc Agro and 25% by CFPI. Rhône-Poulenc and the New Zealand group, Fernz-Nufarm, agreed to establish the jv last year following a battle for control of CFPI (CPM, July 1997).  Rhône-Poulenc Nufarm combines all the shareholders' interests in hydroxybenzonitrile (HBN) active ingredients, from R&D through to production and marketing.  

The principal customers of the jv will be Rhône-Poulenc Agro and CFPI.  Both companies will continue to formulate and sell their own finished products under their own trade names. The jv will be responsible for legal and regulatory aspects of the herbicides and for developing new applications and combinations with other products. 

Rhône-Poulenc Agro and CFPI have transferred their respective production facilities at Norwich (UK) and Gaillon (France) into the joint venture. Bromoxynil and ioxynil herbicides are registered in virtually every country, for use mainly on cereal and maize crops. 

Fernz-Nufarm has increased its shareholding in CFPI from 85% to 97% this month. CFPI's director general, Marie-Claude Dhotel, told CPM that a name change was a distinct possibility, although nothing definite has been officially decided as yet. 

NOVARTIS STRATEGY IN FRANCE

The two main crop protection sales arms of Novartis in France, Parthéna and Evolya,  established last year (CPM, June 1997) are being groomed to have a similar level of sales turnover. Both will specialise in some areas, but compete with each other in the main market segments of cereal herbicides and fungicides, maize herbicides and the full range of vine products. 

Only Evolya will sell herbicides and fungicides for sugar beet, sunflower, oilseed rape and peas, cereal plant growth regulators and the full range of top-fruit products. Parthéna, but not Evolya, will market seed treatments, insecticides for arable crops and the full range of products for potatoes and vegetable crops.

American News and Markets

DEVELOPMENTS AT MONSANTO

Monsanto and the French company, Flamel Technologies SA, have signed a research agreement for the development of an enhanced formulation of Roundup (glyphosate) using Flamel's proprietary  Agsome Agrochemical Delivery System.  This relies on the "nano-encapsulation" of active ingredients to improve their delivery and makes use of advanced polymers.  Flamel will receive R&D payments and "milestone" payments, as well as royalties on product sales where Agsome technology is used. 

The agreement replaces one signed by Flamel and Monsanto in August 1996, extending the scope of collaboration to some products on an exclusive basis. Monsanto will also have the right to use the technology in other crop protection products. Covered by three patents, it has been primarily developed by Flavel for pharmaceutical applications.

Roundup Ready Cotton Boom

Monsanto is projecting a big increase in the Roundup Ready cotton acreage in 1998, up from 330,000 hectares in 1997 to over 1.8 million hectares.  The company is upping the prices to $17-$22 per hectare from $12-$20/ha last year. The area of Monsanto's Bollgard cotton, planted on over a million hectares last year, is expected to rise by about 20% this year.  The price will be $71.7/ha. A limited amount of cotton varieties containing both Bollgard and Roundup Ready genes will also be available at $99.2/ha. 

New Options for Solaris 

Monsanto is reviewing the future of its garden products division, Solaris. The options it is considering include partnership, restructuring or even a disposal. Solaris, based in San Ramon, California, has some 400 employees in the US, Canada, Europe and Australia. The company makes and sells the Ortho line of lawn and garden pesticides. Monsanto acquired the Ortho Consumer Products Division of Chevron Corporation four years ago (CPM, May 1993) and the Solaris business has developed from this. It has grown significantly since then, with a number of new products added, but no longer fits in with the "new Monsanto" and its focus on life sciences.

OP APPROVALS AT RISK
A number of organophosphate insecticides may well be taken off the US market, according to Steve Johnson, acting director of the EPA's Office of Pesticide Programs, in comments made at the American Farm Bureau convention this month.  The US Food Quality Protection Act now requires the EPA to consider cumulative exposure and method of transmission in setting pesticide tolerance levels.  Whilst not specifying products at risk of withdrawal, Johnson noted that 41 organophosphate insecticides have EPA registrations, with 1400 associated food tolerances. 

MYCOGEN COTTON JV

Mycogen Corporation and J G Boswell Company have formed a joint venture, Phytogen Seed Company LLC, to develop and market cotton seed internationally. Mycogen will have a 51% interest in the new company and have rights to certain intellectual property.  J G Boswell will contribute its Phytogen cotton seed business in return for cash and a 49% stake in the jv. 

The new company will continue to market cotton seed under the Phytogen label in California, Arizona and Greece. It will develop new cotton seed products for the mid-South and South-Eastern US markets and selected international markets, including Argentina and Australia.  Phytogen had cotton seed sales of about $9 million in 1997.

Founded in 1925, J G Boswell Company is one of the world's largest cotton producers, with substantial interests in the San Joaquin Valley, California, and in New South Wales, Australia. The first “value-added products”, now under development using Mycogen's technology are due to be marketed by 2001. 

Mycogen is due to complete a $75 million private placement of common stock with its majority owner, Dow AgroSciences, by the end of January to strengthen its balance sheet.

OTHER US NEWS
International Technology Corporation, Pittsburgh, has acquired the Washington-based law and consulting firm Jellinek, Schwartz & Connolly Inc (JSC).  Amongst other activities, JSC provides consulting services in the areas of pesticide registration, environmental strategy and risk management. It has annual revenues of $10 million and other offices in Texas, Colorado and the UK. JSC is expected to grow significantly as a result of the US Food Quality Protection Act and the growing use of complex science in environmental regulatory policy and its implementation in the US and Europe. 

Doane has taken over the agricultural market research interests of one of its rivals, Maritz.  Both companies conduct extensive US farmer surveys and the agricultural interests of Maritz were originally established by ex-employees of Doane. 

Other News and Markets

ZENECA’S FUNGICIDE BOOST

As CPM reported in brief last month, Zeneca is to acquire Ishihara Sangyo Kaisha Ltd's world-wide chlorothalonil business together with international distribution rights outside the Asia-Pacific region for ISK's fungicide fluazinam, the nematicide, fosthiazate, and the herbicides, flazasulfuron and nicosulfuron. 

The deal is part of Zeneca's strategy to achieve a leading position in the $5 billion global fungicide market. Chlorothalonil, sold by ISK as Bravo and Daconil 2787, will fit in well with Zeneca's new azoxystrobin products (Amistar/Abound),  especially in resistance management programmes. Azoxystrobin products have now been launched in 19 countries and registered in a further 30.

The acquisition includes ISK Americas Inc, its subsidiary, ISK Biosciences Corporation (ISKB), Mentor, Ohio, most of ISKB's subsidiaries and various related assets outside the US. Zeneca will acquire the chlorothalonil manufacturing facility at Greens Bayou near Houston, Texas and certain smaller agrochemical and related products.  ISK's Kodiak preserved wood and wood treatment businesses are excluded from the sale. Completion is expected early this year, dependent on government approvals.

The purchase price of the US-based business is $410 million cash, subject to closing adjustments.  The payment for the product distribution rights is $90 million cash, of which $25 million is conditional upon further product registrations.  In 1996 the business had sales of $240 million and employed some 400 people.  It will considerably strengthen Zeneca's position in the US market.

ISK is a major manufacturer of titanium oxide and has been looking for a buyer for some time to improve its financial position. The Japanese company doubled its crop protection sales in 1990 when it acquired Fermenta (CPM, October 1990), the foundation of the chlorothalonil business that it has now sold to Zeneca. Fermenta was renamed ISK Biotech Corporation and continued to be managed separately from its Japanese parent company until April 1994.

Number Two in Fungicides
Zeneca Agrochemicals is the third-largest crop protection business in the world with sales in 1996 of $2.85 billion with an estimated 8.7% market share, behind Novartis at about 15% and Monsanto at 9.6%. The company is currently ranked eighth in the fungicide sector and the purchase from ISK will assist in its goal of becoming number two in the world. 

Zeneca's acquisition of the Dutch biotechnology company, Mogen (CPM, June 1997), since renamed Zeneca Mogen, will also help; the first, transgenic  disease-resistance crops from Mogen's research are expected to be commercialised by 2004/2005. According to a Reuters report, Zeneca apparently looked closely at acquiring Merck & Co's crop protection business, which was eventually sold to Novartis (CPM, May 1996), before proceeding with the ISK acquisition. 

SCREENING TECHNOLOGY PATENT

American Cyanamid has received a US patent on a new technology for high-throughput screening applicable in the discovery of medical and agricultural products. The technology is "a breakthrough in the mechanism-based testing of lead molecules", according to Dr Don Kirsch, director of Cyanamid's Molecular Genetics Screen Design Group.  

The company has already used it to identify and file for patents on several molecules showing promise as potential pharmaceutical, animal health and crop protection products. 

The process involves expressing the genetic code for specific protein receptors, eg from fungi, insects or weeds, in yeast cells. Yeast expressing the receptors will either grow or not in the presence of particular chemical compounds that bind to the receptors of interest.  In the Cyanamid system, if the candidate compound causes the yeast to grow, it becomes a target for further research and development.

American Cyanamid has also signed an agreement this month with Acacia Biosciences Inc, Richmond, California to use Acacia's genomic profiling technology to aid in the selection and optimisation of lead compounds for crop protection products, including fungicides.  Under the agreement, Acacia will provide chemical and biological profiles on a class of AmCy's compounds.

ACQUISITION FOR UNITED GRAIN 

The Canadian company, United Grain Growers Ltd, Winnipeg, reached agreement last month to purchase Cropland Agri Services Ltd, Alberta. As well as selling  fertilisers and crop protection products, Cropland offers agronomic services and purchases grain.  

United Grain, one of the largest agribusinesses in Western Canada, was itself the subject of an unwelcome take-over bid last year from two Canadian co-operatives, the Alberta Wheat Pool and Manitoba Pool Elevators (CPM, February 1997).

CHINESE PESTICIDE MERGERS

Hengyang Xianghua Chemical Factory and Hengyang Jinyan Chemical Factory, Hunan Province, are merging to form Hunan Tianyu Pesticide & Chemical Co Ltd.  The new company has assets of US$26.5 million, with 1997 sales of US$36.1 million.  It is the leading Chinese producer of isoprothiolane and triazophos and the third-largest methamidophos producer. Tianyu, which recently started production of acetochlor and butachlor, has been granted independent foreign trading rights.

Zhangjiakou Baite Chemical Co Ltd has been formed by the merger of Zhangjiakou Xuanhua Pesticide Factory and Zhangjiakou Qinghua Pharmaceutical Factory in Hebei Province.  Xuhua Pesticide Factory, a key pesticide producer in Hebei, has provided the capital, technology and products, whilst Qinghua has contributed land and production facilities. 

CHINESE MANUFACTURING NEWS

A new, low-cost production method for the insecticide, methomyl, developed by the Shandong Pesticide Research Institute, has been approved by provincial experts and is expected to be used nation-wide.  The new method, using sulphur dioxide, is reported to be the most economic in China.  A new production facility with a capacity of 500 tonnes per annum has just come on stream at Ningyang Pesticide Factory.

Zhejiang Yinbang Chemical Factory, part of the Zhejiang Xindubang Group, has developed a production process for the pyrethroid insecticide, cyfluthrin, in co-operation with the Yinbang Chemical Factory and Jiangsu Pesticide Research Institute.  Yinbang Chemical has set up a production facility with a capacity of 60 tonnes per annum which is due to start up shortly. 

A production process for cymoxanil, developed by Hebei Wanquan Pesticide Factory and the Plant Protection Institute of China’s Academy of Agricultural Science,  using urea and ethylamine as raw materials, has recently received official approval. 

A 400 tonnes per annum glyphosate production line has come on-stream at Taicang Pesticide Factory, Jiangsu Province, targeted mainly for exports. Taicang has invested US$720,000 in the facility.  

Wuxi Xinan Pesticide Factory, Jiangsu Province, has just exported 96 tonnes of a 50% WP isoproturon formulation to Pakistan, the first export contract it has won in over 10 years of operations.       

AFRICAN PARTNERSHIP FOR R-P

Rhône-Poulenc Agro has signed partnership agreements with the Ministries of Agriculture in Cameroon and Senegal to help improve productivity and raise farm incomes. These will enable private distribution networks for agrochemicals to be established and new agronomic practices to be promoted. Rhône-Poulenc Agro will train farm workers in weed and insect control and optimum use of products and supervise farm demonstrations.  It will also establish local product distribution networks.

A pilot programme will be set up this year in South West Cameroon, for cocoa, coffee and horticultural crops, and also in the region around the Senegal river for rice and market garden crops.  The agreements form part of a wider programme in West and Central Africa that is bieng co-ordinated by the World Bank. They will enable Rhône-Poulenc to break into the cocoa, coffee, rice and vegetable markets, which account for around 40% of the crop protection market in this region. The company is already active in the cotton and banana markets. 

R-P is aiming to achieve additional sales of FF75 million in the long term.  Its sales in the region in 1997 were FF156 million. By co-ordinating this novel association between government bodies and a crop protection company, the World Bank is hoping it can enable these emerging African countries to increase their rate of economic development.
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