














Concentration of market power

in the EU seed market

CONCLUSION

(44 79
Who controls the food supply controls the people

Dr. Henry Kissinger

(4 1 79
Who controls the seed sector, controls the food sector

Dr. Vandana Shiva

L
What you’re seeing is not just a consolidation of seed companies,

it’s really a consolidation of the entire food chain

Robert Fraley (Monsanto)

The EU seed market is a key part of the international seed market and is experiencing increasing concentration in
many of its most economically relevant crops (in particular maize, vegetables, sugar beet). This is demonstrated
by the high market share owned and controlled by a small number of transnational companies that dominate
the specific crop markets. The tendency towards concentration and consolidation, both vertical and horizontal,
is facilitated by economic structures and legislation that impede open access to this market by smaller breeders
and seed producers, including newcomers.

Large companies such as Limagrain, KWS, Syngenta, Monsanto and Bayer have increased their market power in
the European seed market by acquiring over the last 20 years many smaller and independent companies in the
EU Member States. For example, Monsanto and Syngenta have acquired an important share of the EU vegetable
seed sector. Limagrain and KWS have assumed an important role in cereals. Pioneer is the leader in sales of
maize seed in the EU. This concentration process is still on going, especially in the new EU Member States.

These very few and globally relevant seed companies have also succeeded in controlling a large part of the
European plant breeding sector.

From our analysis of the common EU catalogue of maize and tomato seeds, it is evident that a small number of
companies control a huge percentage of the varieties that can be marketed in the EU. In the case of maize, just

5 seed companies have around 75% of the EU market share. In the case of sugar beet, just 4 companies own
around 86% of the market and 8 companies together own 99% of the EU market.

Concentration is also evident in the wheat market, which is normally considered as a non-concentrated market.
Two companies, Limagrain and KWS, have substantial market shares in this crop. Unfortunately in some sectors
data are incomplete, not open for public scrutiny, and so do not permit a full understanding of the market shares
of other large operators.

Is the EU seed market too concentrated? According to the American economist Philip H. Howard, a rule of thumb
is that when four firms control 40% of a market, it is no longer competitive: “In a number of agricultural input
industries this threshold has been exceeded in recent decades. It is estimated, for example, that the top four
pesticide firms currently control 59% of the global market, and the top four seed firms control 56% of the global
proprietary (e.g. brand-name) seed market .

Why is this a negative evolution? First of all because of the potential risk of decreased agro-biodiversity on the
fields and long-term food security. Secondly it will prevent competition and drive up input prices for farmers, as
we have seen in both the EU, the US and elsewhere.

Howard states: “An important consequence is that when concentration reaches a certain threshold, the largest
firms are able to ensure stable profits by ceasing to compete on the basis of price. This does not require gathering
secretly together to fix prices (though this does occur), because firms of this size are able to simply signal their
intention to raise prices or restrict output, with others following suit. The potential for highly concentrated
markets to be non-competitive refers primarily to price and/or output, because competition may remain fierce in
other arenas, such as expenditures on advertising, and research and development. One motivation for continuing
competition in these arenas is that they serve as barriers to entry to other firms, thus protecting an oligopoly’s
high rate of profit.”

Various other recent official reports ® indicate that the level of concentration differ from crop to crop, but
nevertheless the so-called Herfindahl Index (HHI, used to calculate the level of market concentration) is under
1000 is for some crops but for some well above 1500, which indicates concentrated markets. &
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companies: Monsanto, Dupont, Syngenta and Bayer. It is precisely one of the many reasons why Greens as a political group have always been consistent in their

opposition to biotech-agriculture.
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As Howard notes, the ongoing consolidation in seed market “is not an inevitable process”. According to the
scholar it occurs “when differential market success accrues additional advantages to leading firms (such as
economies of scale) that snowball into even greater market success (often at the expense of their competitors).
The process may also be assisted by government policies, particularly when economic power translates into
political power: larger firms are more successful in lobbying for government actions that result in an uneven
playing field, to the benefit of the big. The result of these positive feedback loops is that circuits of accumulation
become even more concentrated, or controlled by fewer and fewer players.”

The analysis carried out by this study allows us to draw the conclusion that the EU, along with the rest of
the world, is experiencing a process of unacceptably increasing concentration in the seed market. The 7000
seed companies operating in the EU, to which the EU Commission and ESA frequently refer when denying that
the process of over-concentration is occurring, are principally seed producers/multipliers and traders rather
than breeders, and they are increasingly being bought up or becoming dependent upon a few huge companies.
Furthermore, in the breeding sector it is hard for newcomers to enter and for smaller operators to survive. So
this needs policy making that addresses the real situation and takes long term biodiversity, resilience of farming
systems and future generations into account, and not the “myth of the 7000 companies”.

The EU Common Catalogue itself has not protected the EU seed market from this global concentration process,
but has obliged multinational companies to adapt their strategies to this market by focusing on acquiring local
companies and on improving hybrids of conventional varieties. From an agro-biodiversity point of view, the
system in place has put up many barriers to the small organic breeders, farmers and other operators that work
in non-industrialised production. The work of those actors could be recognised by legislation which was not
based on criteria tailored for industrial production: this could be an opportunity to create an environment of small
enterprises working with varieties designed for a more sustainable agriculture without agrochemical inputs.

In that sense, public breeding and research could play an important role re-orienting investment into another
kind of agricultural productivity. But it is clear that if the system continues functioning as it does today, or even
gets worse along the lines of the seed marketing regulation proposed by the Commission, it would be almost
impossible to find seeds in the future that are not bred for agro-chemical, industrial scale production.

The global trend towards adopting biotechnologies into intensive agricultural production and strong IPR
protection is reinforcing the abovementioned consolidation and concentration process of the biggest companies,
which are currently able to provide highly sophisticated technology platforms. Biotechnology in particular is a
business model for big companies. This is because corporations, notably with the support of public funds, can
easily afford those kind of investments.

It is clear that much of the US political and agricultural lobby interest in the on-going TTIP negotiations  lies in
the USA's desire to speed up the EU’s slow approval process and labelling standards for biotech products.®’ This
attempt by transnational biotech companies, to bypass the normal democratic procedures, could have an even
bigger impact on the market structure of the EU seed supply- and food system, by further increasing the market
power of the seed giants.

90. TTIP is the proposed EU-US Transatlantic Trade and Investment Partnership

91. A Brave New Transatlantic Partnership The proposed EU-US Transatlantic Trade and Investment Partnership (TTIP/TAFTA), and its socio-economic & environmental
consequences, K. Bizzarri, Seattle to Brussels Network (S2B), October 2013, http://corporateeurope.org/sites/default/files/attachments/brave_new_transatlantic_
partnership.pdf

What can we expect in case of a policy status quo? In the absence of significant changes in the forces affecting
the global seed industry, Howard expects “consolidation to continue at a rapid pace. Industry analysts note that
for remaining independent seed companies many of them may have to consider strategic alliances or exit
strategies. Based on trends in other industries, this will eventually result in a stable oligopoly, with perhaps as
few as 2 to 4 firms or clusters of firms. Monsanto is most likely to remain as one of these, due to its dominance in
traits with intellectual property protections, and willingness to aggressively and strategically exert their economic
and political power to increase profits. The pharmaceutical/chemical/seed oligopoly has already achieved high
market shares for major crops in industrialized countries, as well as in countries with large, emerging markets.
Strategies of accumulation will continue to extend the commodification process to all seeds, and an increasing
number of countries, however. In addition, oligopolies will become even more dominant across multiple farm
input and output sectors through the further coalescence of food chain clusters.”

This is clearly not the way to go for a healthy and sustainable European agriculture. Sustainable agricultural or
agro-ecological practices of saving seed and replanting on farm level are at direct odds with increasing profits
and power of the global seed giants. “Increasing the opportunities for renewable agriculture requires reversing
these trends, but such a reversal is unlikely unless major political and economic changes are enacted,” concludes
Howard. Given the importance of the issue, EU institutions ought to provide better tools in order to reverse these
trends, and could start at the very least by recognising the seriousness of the issug, rather than citing statistics
provided by the big players of the seed industry.

EU law making should be done with a clear and transparent picture of a situation. In this case, it is crucial
that the European Commission’s competition authorities start a preliminary antitrust investigation into the seed
market concentration, as was started by US authorities.

In addition, it should be investigated whether the genetic diversity of varieties on the EU market has increased
or decreased, as the Dutch government was advised in March 2011 2 . Furthermore, the European Commission
should investigate if the number of varieties in the EU Common Catalogue, rather than being inappropriately
used as an indicator of genetic diversity, is not in fact somehow hiding a shrinking genetic base of modern
agriculture and food supply.

92. COGEM is the Netherlands Commission on Genetic Modification, an independent scientific advisory committee composed of scientists,
who submitted policy suggestions to the Dutch government in March 2011 (www.cogem.net)
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ANNEX NOTES

Cross-licensing Agreements
for Genetically Engineered
Seed Traits

Monsanto
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MARKET POWER IN
THE EU SEED MARKET

This study shows that the EU market — in reality a number of smaller
Member State (MS) markets - is undergoing a concentration process,
with some MS becoming much more concentrated than others. We use
examples to illustrate this, by describing snapshots in two MS markets
in different stages along this process, France and Poland. Using the seed
lobby’s own information, we can also see that the demarcation of an EU
market as such is slightly illusionary, as dominant global seed companies,
in close collaboration with dominant global agro-chemical companies,
tailor seeds to be dependent on those agro-chemical inputs. It is without
doubt a globalised market, where arms of global corporations use their
worldwide networks to obtain, breed, multiply and distribute their seed:
for example, source material may come from Italy, breeding and testing
with pesticides may happen in Germany, multiplication may occur in
Mexico, packaging in USA, and finally retail in the EU. Given this, we must
not lose sight of the global picture which provides cause for concern, as
the biggest 10 companies own up to 75% of the worldwide market share.

This study also reveals that the misleading figure of «7000 seed
companies», quoted extensively by the corporations and politicians
to imply so many breeders, applies nat only to breeders, but also to
multipliers, processing/treating companies and traders, collectively
labelled the ‘European seed industry’.

It sheds light upon some of the markets for individual crops or groups
of crops within the seed sector, where different rates of concentration
can be seen. For example, although the wheat market is dominated to a
lesser degree, in the extreme case of the UK, 45% of the market share
belongs to a single company; meanwhile 95% of the EU vegetable seed
market is in the hands of just 5 companies.

The question is therefore: is the EU seed market really as diversified
as the European Commission wants lawmakers and the general public
to believe? Or is this market in fact transforming rapidly from a seed
sector with a large number of competing small firms and farmers into
an oligopoly, increasingly dominated by a small number of transnational
agro-chemical-seed firms?
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