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Editor’s note: In the printed version of this edition there are also several pages of analysis of US pesticide pricing up to May 1998

THE LUXEMBOURG FACTOR IN AUSTRIAN CROP PROTECTION

Why, one asks, does the tiny state of Luxembourg play such an important role in crop protection in Austria, even though it is many hundreds of kilometres away? A trick question, but one which raises important points about financial management in the European economy. The answer, as you might have guessed, lies in matters linked to taxes. 

Variations in VAT Levels
The level of value-added tax (VAT) on pesticides in Luxembourg is a mere 3%, compared with a whopping 20% in Austria. That differential can be a lot to swallow for a small farmer struggling to make ends meet.  So it has proved in practice and it is now comparatively easy for Austrian farmers to legitimately purchase most of their crop protection needs from Luxembourg. Over 90% of Austrian farmers submit very simplified ("pauschaliert") accounts to the Austrian tax authorities and do not account for VAT, nor can they reclaim VAT on inputs, unlike many of their counterparts in other countries such as the UK.

During the current crop season in Austria, it is estimated that about 35-40% of pesticide purchases made by the local farmers will have been done through companies based in Luxembourg.  These companies are, for the most part, subsidiaries of the Austrian dealers through which Austrian farmers would normally make their purchases and make up an extra link in the distribution chain.

After the entry of Austria into the European Union in 1995, there was an inevitable effect on product prices, including pesticides, in the Austrian market. These were, in general, well above the EU average. Entry has been mostly to the benefit of consumers, with prices quickly falling to European levels.  Previously, the market had been relatively protected. 

During the period following EU entry, several general traders with little interest until then in crop protection took advantage of varying VAT levels to make a fast thousand Schilling or more by selling products through Luxembourg. Rather than let business slip away, the co-operative buying group, RWA (Raiffeisen Ware Austria), which controls a major part of the Austrian crop protection market, decided to copy the new competition and set up a subsidiary in Luxembourg, Railux, to handle product sales in a similar fashion. 

There are some inevitable repercussions from these new arrangements.  Farmers are given product lists and make their purchases in advance through their local co-op (usually in January), which acts as an agent for Railux and ships the products to the buyers. 

As products have to be moved to Luxembourg and back, adequate time has to be allowed for this to happen.  With a sudden surge in new product registrations in Austria (see next page), this has meant that these new products have been losing potential sales this year as farmers stick to trusted choices from previous years and rely on the "Luxembourg solution". Last-minute decisions about product choice cannot be made so readily any more.  

Will the Loophole Last?
It is quite legal for Austrian farmers to purchase products this way, but there has been some unease in industry circles about the practice. The Austrian government has turned a blind eye, as the loss of VAT income is small.  Austrian farmers do not want to have the extra workload from having to keep full accounts and become VAT registered. Equally, the government does not want to make a special case of exempting pesticides from VAT or lowering the rate, which would be a politically precarious move.  

So, for the time being, the Luxembourg economy is getting a boost from pesticide storage, sales and transport for the Austrian market.  How long this situation will go on is anybody's guess, but European ministers face a hard task in bringing their disparate VAT regimes closer together. There is a similar VAT situation for fertilisers in Austria, but the transport costs for such products would be prohibitively expensive for a Luxembourg solution to be possible.

Where does the current situation leave us and where will it lead? The Austrian government could obviously close this "legal loophole" if it so wished, but it would be domestic dealers which would suffer as a consequence, as well as Austrian farmers, unless the latter offered courses in VAT and detailed book-keeping to help them out.  As it happens, the Austrian government is currently supporting an initiative to encourage more Austrian farmers to use computers and the internet. Apparently less than 10% currently have PCs.  This might help to solve the problem in the longer term as Austrian farmers all get more adept at maintaining fuller financial records.

Spotlight on Austrian Crop Protection
GERMAN INFLUENCE GROWING

German influence on the Austrian crop protection market has been increasing appreciably and has received a further boost this month. Approval has just been granted by the European Commission for the Bavarian agricultural co-operative, BayWa, Munich, to take a 50% stake in Austria's largest co-op, RWA (Raiffeisen Ware Austria), with RWA acquiring an 11.5% stake in BayWa. RWA was formed in early 1994 by the independent co-operatives in the provinces of NiederÖsterreich, OberÖsterreich and Steiermark and effectively controls 40-50% of the Austrian crop protection market. In the last few years, BayWa has also taken controlling stakes in Austrian co-operatives, in Kärnten, Vorarlberg and the Tyrol, as well as establishing interests in the Czech Republic, Hungary, Poland and Bavaria.

Beiselen Acquires ZEG
One of Germany's largest private agricultural wholesalers, Carl Beiselen GmbH, Ulm, has acquired a 74% stake this month in the Austrian wholesaler, ZEG Agrarhandels GesmbH, and renamed it Carl Beiselen Austria GmbH. It is also transferring the ZEG office from Eisenstadt to Vienna and raising the company’s capital from AS 3 million to AS 8 million.  Heading up the new Austrian operation will be Siegfried Holzner, Beiselen's finance director in Ulm, and Dr. Schaup, ZEG’s managing director, who intends to expand operations. ZEG, formerly controlled by a co-operative in Burgenland, also makes some of its sales directly to large farmers.

STATIC AUSTRIAN MARKET

Domestic pesticide sales of members of Austria's chemical trade association, FCIO, were virtually the same in 1998 as the previous year, some 1,099.1 million Austrian Schillings ($93.6 million), at company ex-works level. Little change is expected this year. 

There has been a fall in cereal plant growth regulator sales in the last few years, largely due to a national environmental scheme, ÖPUL, which encourages farmers to cut back on pesticide inputs where possible and gives them financial incentives to do so.

	Austrian  Domestic Crop Protection Sales 
	

	(AS million)
	
	
	
	

	
	
	
	
	

	 
	1998
	1997
	1996
	1995

	Herbicides
	600.8
	590.8
	520.6
	578.1

	Fungicides
	310.4
	325.6
	318.9
	293.4

	Insecticides
	142.5
	145.0
	138.8
	142.5

	Others
	45.5
	39.6
	35.8
	39.2

	Total
	1099.1
	1101.0
	1014.1
	1053.2


FLURRY OF NEW PRODUCTS

Since the new Austrian crop protection law came into effect in 1997, it has become very much easier to get new product approvals than in the previous five years when a new registration was a rarity. Most of these registrations have been made by reference to German product approvals through a speedy “Paragraph 12 approval”, which usually takes about six months. Under this, the Austrian Ministry of Agriculture is allowed access to German approval data through a bilateral treaty. There are estimated to have been over 50 new product approvals over the last 12 months made through this procedure. These include the Bayer products, Terrano (flufenacet + metosulam), Herold (flufenacet + diflufenican), Teldor (fenhexamid) and Pronto Plus (tebuconazole + spiroxamine).  

It took Novartis eight years to register its first seed treatment product, Beret (fenpiclonil), in Austria, which was launched in 1997.  The following year, Novartis obtained approval for Celest Extra (fludioxinil + difenoconazole) and used this to replace Beret, taking some 40% share of the cereal seed treatment market, according to Dr Helmut Deimel, head of Novartis Crop Protection in Austria. Novartis has launched three major new foliar fungicides this year in Austria and has a further three products for launch in 2000, including the sugar beet fungicide, Spyrale (difenoconazole + fenpropidin).

Kwizda, Austrian Market Leader
Austria's leading national distributor of crop protection products is the family-owned F Joh Kwizda GesmbH, which has well over 20% market share. Its sales have received a recent boost from the introduction of Zeneca’s azoxystrobin products, Amistar and Quadris. The other main players are Novartis, Bayer, American Cyanamid, Agrolinz, AgrEvo and Afaplant. 

Kwizda has been expanding its activities outside Austria and established a subsidiary in Bologna, Italy, earlier this year, which is developing seed treatment products. It has also recently acquired the German garden products company, Euflor, Munich, which has annual sales of DM 70 million.

Kwizda has also been investing in its formulation capabilities and is currently installing an additional two formulation lines at its Leobendorf plant. These will be dedicated for insecticides and are due to be completed later this year. Kwizda added new herbicide formulation lines at Leobendorf in 1998 and also has a global agreement with FMC for the formulation of its cereal herbicide, Platform S (carfentrazone-ethyl + CMPP).

European News and Markets

FRENCH SALES GROWTH
Crop protection sales of the French trade association, UIPP (www.uipp.org), rose by nearly 7% in 1998 to reach FFr13,605 million ($2,305 million), the fourth consecutive year of growth. Total active ingredient consumption fell by 3%. Herbicide sales increased by 11% in value and fungicides by 5%, helped by the strobie factor (May CPM), but insecticides slipped back. Product pricing was static, except for vine fungicides and cereal herbicides. Export sales went up by 1.5% to FFr 6,724 million ($1,139 million), thanks to buoyant insecticide sales (and especially fipronil), up 47% to FFr3,171 million ($537 million).

	French  Domestic Crop Protection Sales 

	(FFr million)
	
	
	
	

	
	
	
	
	

	 
	1998
	1997
	1996
	1995

	Herbicides
	5,694
	5,118
	5,199
	4,430

	Fungicides
	4,996
	4,757
	4,173
	4,266

	Insecticides
	1,340
	1,433
	1,428
	1,414

	Others
	1,575
	1,435
	1,434
	1,327

	Total
	13,605
	12,743
	12,234
	11,437


UIPP is due to publish its first Environment and Health Report in September, analysing the effects of 35 voluntary industry initiatives aimed at improving the environment and the health of consumers and product users. The managing directors of UIPP's 29 members have all signed up to the industry's code of practice.

BAA ANTI-TAX CAMPAIGN

UIPP's UK counterpart, the British Agrochemicals Association (BAA), has launched a campaign to counter the prospect of a UK pesticide tax and is urging farmers to write to their Members of Parliament in protest. A recent consultant's report, commissioned by the UK government, has recommended a complex pesticide tax banding system, giving an average tax of 30%. A period of public consultation is now underway. 

CEREALS 99

The UK Cereals 99 event, held in Royston on 16-17 June attracted 280 exhibitors this year, a new record. John Macleod, Director of NIAB (National Institute of Agricultural Botany), spoke there about research being carried out into GM crops and stressed the need for objective data, commenting: “Without data, there is no rational basis for decisions”. He added that there was “great potential for benefit, but also potential for harm”, but that it was "crucial to have a balanced view". He deplored the destruction of Monsanto's Roundup Ready sugar beet trial at the site and other test crops by the extremist group, GenetiX Snowball.

Rhône-Poulenc had a demonstration of its Positif decision-support software system for cereal growers. It has been running for five years in France and two years in Holland. It can be accessed via the R-P internet site or CD-ROM. An on-line UK launch is expected for spring 2000 with daily updates.  At the moment, Positif is free to access, but there is likely to be a charge introduced next year. The system may be widened for use with other crops such as vegetables. The main competition for Positif comes from the Dessac system being developed by a consortium including HGCA and ADAS for launch early next year. 

Zeneca displayed it new Zeon Technology, due for its European launch in the UK next year as a new lambda-cyhalothrin formulation (November CPM). It is also offering a new software package, the Amistar Profit Planner, to help farmers select fungicide programmes to maximise profit margins.

CROP ROTATION SOFTWARE

Monsanto is introducing a free software package, FARModel, next year to help UK farmers plan crop rotation on a field basis and evaluate the risks posed by take-all, taking all contributory factors into account, including climate. Updates of the software may be posted on the internet. Monsanto is planning to launch its new take-all seed treatment, MON65500, in the UK next year and in France and Germany in 2000-2001. It has just been approved in Ireland, as Latitude.

SPRAYS AND SPRAYERS

The 21st Sprays and Sprayers event was held in Whittlesford, UK, from 29-30 June by Novartis, with over 150 exhibitors and some 6,000 visitors from the UK and abroad (More details in next month's CPM).

NEW NOVARTIS STROBIE

Novartis had trials sites at Cereals 99 and Sprays and Sprayers with its new strobilurin fungicide, F279 (trifloxystrobin), which has a broader spectrum of activity than current strobies. The company is aiming for approvals for the product alone and in separate mixtures with cyproconazole for wheat crops and propiconazole for barley. Approval is anticipated in time for launch next season in the UK (and the USA), where Novartis expects it to become market leader. Introductions in France and Germany are expected in 2001. Trifloxystrobin is already approved in South Africa and Switzerland. The "mesostemic" action of trifloxystrobin "locks on" a high proportion of the fungicide to the plant surface, within the wax layer. It is not systemic but has a vapour activity in the crop. Trials show that trifloxystrobin is very rainfast and 75% remains on the cereal crop 21 days after treatment. 

NEW NOVARTIS RESEARCH CENTRE

Novartis Crop Protection inaugurated its new Biology Research Facility at Stein in the canton of Aargau, Switzerland, this month. The facility replaces a number of research sites spread around Basel and consists of laboratory units, offices, climatic chambers, application rooms and greenhouses. It has cost SwFr 76 million ($51 million) and taken nearly three years to complete. 

The centre will employ 100 staff and its energy requirements are only a quarter of those of a conventional industrial building. Speaking at the opening, the new head of crop-protection business, John Atkin, said he expected Novartis to increase its market share with the introduction of products based on thiamethoxam and F279 (trifloxystrobin). 

Job Cuts Planned

Novartis has disclosed that it plans to cut about 1,100 jobs from the 18,000-strong workforce at its agribusiness division over the next two years, yielding savings of about 100 million Swiss francs ($65 million) per year. Cutbacks are also expected to be made at some of the other major crop protection companies. Lower agricultural subsidies and commodity prices underlie the moves, according to agribusiness head, Heinz Imhof, who has recently taken over from Wolfgang Samo. Besides the job cuts, the company is also planning to focus more on key products and improving its research and production processes 

GM CROP SETBACK

Approval for the commercialisation of new GM crops in Europe has been effectively blocked until 2002 by a group of environment ministers from France, Italy, Greece, Denmark and Luxembourg. After failing to get majority support for an EU ban on new GM crop approvals, the ministers indicated that they would vote in the licensing process to ensure that new marketing approvals are blocked by exercising an effective veto. 

EU environment ministers did agree to stricter regulations that will eventually allow the resumption of approvals, but these might not take effect until 2002.  Permanent approval of GM plants and seeds will be replaced by a ten-year period subject to review. Stricter labelling and risk assessment will be required, also applicable to the 18 GM crops already approved. 

BAYER PLANT EXPLOSION

About 100 people required treatment following an explosion and fire at Bayer's agrochemical plant in Wuppertal, Germany on 8 June. Most of the injured, who included plant personnel and neighbouring residents, were treated for respiratory and eye irritations. The explosion and fire caused damage estimated at over DM 100 million (US$53 million), according to plant manager Heinz Bahnmüller. The explosion was caused when the wrong chemical was mistakenly added to a mixing kettle. 

DEBT DIFFICULTIES IN UKRAINE

Monsanto is to continue its activities in Ukraine, despite difficulties getting payments from local farms. Maria Osyka, acting general director at Monsanto Ukraine, said it was "a strategic country" for the company in an interview with Reuters. Earlier this month, a more junior Monsanto executive, Vladimir Vasiliev, had told Reuters that the company had plans to cut its presence in Ukraine due to serious financial problems. According to government figures, Western producers of farm chemicals are owed debts of $215 million from last year by local farms. Many companies have been considering pulling back from the market.

According to Osyka, Monsanto's sales grew by about 15% in 1998 in the Ukraine, where the company has 25-30% of the herbicide market. However, Monsanto has cut back its sales by 30% this year due to the payment problems. Monsanto is currently in talks with the Ukraine government to tackle the debt problem. The company recently acquired a seed business in the eastern Donetsk region, which produces about 1,000 tonnes of seeds of sunflower and other oil-seeds per annum and sees good prospects for this part of its business. Ukraine has been slow to adopt private land ownership and most farms are still run as inefficient collectives.

Companies are also encountering difficulties with other parts of the former Soviet Union and Eastern Bloc. American Cyanamid has transferred the sales operations for these countries from Vienna to its German headquarters this month, with staff cutbacks.

1999 BRIGHTON CONFERENCE

This year's Brighton Conference, Weeds, will be held at a single venue, the Brighton Metropole Hotel from 15-18 November. The Monday Symposium, which precedes the main conference, will be on International Crop Protection, Achievements and Ambitions. The Bawden Lecture this year will be given by Dr Christine Bruhn of the University of California, Davis, on Public communication on the food chain - the foundation of global progress. For further details, visit the British Crop Protection Council website (www.bcpc.org) or contact the conference secretariat (Tel: +44 171 228 8034 Fax: +44 171 924 1790).

American News and Markets
AGRITOPE PATENTS & DEVELOPMENTS

Agritope Inc, Portland, Oregon, has been issued three US patents, 5,783,393, 5,783,394 and 5,859,330, covering six specific promoters and related DNA sequences used to express genes in plants, in particular for extending the post-harvest shelf life of fruits and vegetables. Agritope now has 12 US patents and four foreign patents with pending applications for 36 patents. 

Agritope has also entered into a collaboration this month with University Technologies International Inc (UTI), a technology transfer company owned by the University of Calgary, to evaluate and develop certain novel, biologically active compounds called brassinosteroids. Dr. Thomas Back, a specialist in synthetic organic chemistry at the university, has discovered a unique technology for their synthesis. 

Under the collaboration, Dr Back will synthesise compounds and deliver them to Agritope for evaluation and commercial development. Agritope recently filed a patent application covering Dr. Back's technology. Brassinosteroids have been shown to stimulate the growth of plants when present at very low levels. The most potent, the brassinolides, can increase the yield of wheat and the average weight of fruit at harvest. The collaboration complements ongoing work at Agritope with two genes obtained from the Salk Institute, California, that also stimulate plant growth by increasing the production of brassinolide in transgenic plants.

US BIOTECH CENTRE FOR BASF

BASF Plant Science, the newly founded biotechnology research arm of BASF, is to establish a major research centre at Research Triangle Park, North Carolina, which will also serve as its North American headquarters, headed by Dr. Jürgen Schweden. It is to recruit 150 research scientists and technicians at the facility. BASF Plant Science was formed recently as a joint venture between BASF and the Swedish seed company, Swalöf Weibull. Research Triangle Park has been the North American headquarters of the BASF Corporation's Agricultural Products Group since 1986. 

PARADIGM AGREEMENTS

Paracel Inc, Pasadena, California, has installed its latest genomic analysis system, GeneMatcher, at Paradigm Genetics Inc, Research Triangle Park, North Carolina. Paradigm is using the system to enable high-throughput gene identification and to support its novel genomics-based approach to agricultural product discovery (CPM, October 1998). 

Also this month, PE Biosystems Group, San Jose, California, and Paradigm Genetics have signed a five-year collaborative research agreement to develop bio-informatics software for functional genomics. PE Informatics will design software to expand development of its information management systems. Paradigm will test and use the systems as a foundation for its proprietary database, AgDB, and further refine the software in conjunction with PE Informatics. Both parties will have access to intellectual property on software from the agreement.

DOW AGREEMENT WITH INTERLINK 

Dow AgroSciences LLC and InterLink Associates Inc, Princeton, New Jersey, have entered into a 5-year exclusive research agreement, whereby InterLink will provide Dow with a large number of microbial samples from a customised isolation programme.  The samples will be tested for insecticidal and anti-microbial activity at Dow, where gene cloning and crop transformation will also be performed. In past collaborations, InterLink has provided Dow with diverse populations of microbial samples for its discovery programmes. InterLink specialises in the use of microbes to provide leads for new anti-microbials, enzymes and genes. 

TOUCHDOWN ON ROUNDUP READIES

Zeneca Ag Products announced today that it received U.S. regulatory approval to sell Touchdown 5 (glyphosate trimesium) for use over Roundup Ready soybeans. The registration, granted by the US Environmental Protection Agency on June 8, comes in time for significant use of Touchdown 5 in 1999.  Zeneca reached a long-term agreement in March with Monsanto, giving it a licence to test, register and sell Touchdown 5 for use over Roundup Ready soybeans, maize and cotton in the USA.

FURTHER VERDICT IN R-P'S FAVOUR

DeKalb Genetics Corporation, now a subsidiary of Monsanto, faces at least $65 million in damages and penalties after a federal court jury found that it infringed a patent owned by Rhône-Poulenc Agro in its development and sale of Roundup Ready maize. The jury also found that DeKalb had misappropriated trade secrets when it transferred Rhône-Poulenc's technology to Monsanto. 

While the jury added no additional punitive damages to the $50 million awarded by a jury earlier this year (April CPM), presiding District Judge N Carlton Tilley will consider awarding additional damages against DeKalb for wilfulness of patent infringement. R-P is to seek an injunction against the sale of DeKalb's Roundup Ready maize seed for next season.

Other News and Markets

ZENECA SETTLES R-P LAWSUIT

AstraZeneca has settled a legal action with Rhône-Poulenc relating to infringement of one of its US patents for herbicide antidotes just before a jury trial was scheduled to begin this month. Zeneca Ltd filed an action in the US District Court in Wilmington in November 1997, alleging that R-P's herbicide, Balance (isoxaflutole), infringed a Zeneca patent relating to 4-benzoylisoxazole and its antidotes. AstraZeneca and Rhône-Poulenc have reached agreement on a licensing arrangement to resolve the dispute. Settlement terms have not been disclosed.

MAVERICK APPROVAL

Monsanto has received US EPA approval for the herbicide, Maverick (sulfosulfuron), for use in winter wheat. Discovered by the Japanese company, Takeda, Maverick is the first herbicide to offer effective control of brome species in cereals. Last year, Maverick was granted a Section 18 Emergency Exemption for use in Oklahoma and certain counties in Washington, Oregon and Idaho. 

UNIROYAL’S PARENT IN MERGER

The boards of directors of the US specialty chemicals companies, Crompton & Knowles Corporation (parent of Uniroyal Chemical) and Witco Corporation, have approved an agreement for a merger. The combined company, C&K Witco Corporation, will have a total capitalisation of about $3.9 billion with annual sales of over $3.2 billion. With headquarters in Connecticut, C&K Witco will have some 10,000 employees. Gary Cook of Witco will be chairman and Uniroyal's Vincent Calarco CEO. The combined company will be owned approximately 55% by the current C&K shareholders and 45% by Witco shareholders. Crop protection will become part of a $1.1 billion specialty chemicals business, with silicones and surfactants. 

JAPAN TOBACCO JV 

Japan Tobacco Inc and Zeneca Agrochemicals have signed an agreement to form a 50:50 joint venture in rice biotechnology with start-up capital of 100 million yen ($0.8 million), following negotiations started earlier this year (March CPM) . The jv's research programme, based in Shizuoka, Japan, will have close links with Zeneca's agricultural research centres at Jealott's Hill (UK), Norwich (UK) and Leiden (Netherlands). Research will be focused on improving rice quality and yield, as well as on input traits such as disease and insect resistance. A separate jv will be set up to commercialise any developments from the research programme. Japan Tobacco has considerable experience in rice biotechnology R&D, including gene transformation (using Agrobacterium), transgenic low-gluten rice and in-bred rice varieties.

AVENTIS INDIA PREPARATIONS

Rhône-Poulenc Agrochimie SA is applying to India’s Foreign Investment Promotion Board to increase its stake in Rhône-Poulenc Agro India (RPAI) from 51% to 100%. This will involve buying out Rhône-Poulenc India's 49% holding in RPAI, a necessary step for the merger of RPAI and AgrEvo India. RPAI is primarily a marketing operation with no significant capital assets. 

AgrEvo GmbH presently owns 50.1% of AgrEvo India. Once Aventis has been formed, Aventis Crop Science SA is expected to take a 55% stake in Aventis Crop Science India, which will be headed up by Mr K Unni, currently managing director of AgrEvo India.

MONSANTO & RALLIS CO-OPERATION 
Rallis India Ltd (part of the Tata Group) and Monsanto have signed a memorandum of understanding to develop and initiate a rural development programme in India. At the signing ceremony in Mumbai on 14 June, Rallis was represented by managing director, Mr V Rai, and Monsanto by Mr Hick Hutchinson, director, South Asia. Rallis will provide farmers with access to crop markets and provide links for insurance, finance, crop storage and crop handling. Rallis already acts as a "general co-distributor" for all Monsanto products in India, where it operates through 28 area offices, 3000 dealers and 30,000 outlets.
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