December 17, 2009

Legal Policy Section

Antitrust Division

U.S. Department of Justice

450 5th Street, NW. Suite 11700

Washington, DC 20001

To Whom It May Concern:

I have been in agronomic sales for 35 years, and I currently work for a regional cooperative. It is in this capacity that I wish to offer a few observations regarding the upcoming public workshops on competition in the agricultural sector.
We sell corn and bean varieties from three different seed companies at the cooperative. Farmers usually purchase seed from two or more different companies, and of those types, I would estimate that 80 percent + have biotech traits of some kind. Before discounts, list prices on all seed corn range from $68 to $270 per unit for 2009. 

There have been an increasing number of innovations since biotech seed was launched. One indicator of this is the amount of seed choices. There are currently many more varieties with traits available to farmers than ever before. In choosing between varieties, most buying decisions are driven by yield, but there are many other things that go into that decision-making process, such as disease control, standability, insect management, herbicide tolerance, and price, just to name a few. Loyalty should also be factored in, but I don’t know how to quantify that. There is a lot of competition between the seed companies. Look back when Pioneer had a 42% market share. Independent seed companies survived during that period. Many small seed companies have tremendous genetics, they just don’t have the resources to develop bio-traits. The market needs to make sure we protect this genetic diversity from being owned by too few major companies.
Seed purchasing decisions are driven by everything from the evaluation of varying seed choices at different price points, trial program results, combine yield monitors, and field maps. Any one person may take only a piece of those factors and another person many more. University yield trials and on-farm comparisons are popular, as well as local plot data, seasonal and yearly statistics. Farmers usually stay with what works. 

Farmers also usually make more money with the more expensive seeds. They have high yields, and therefore they have higher profits. The seed companies know this, and they try to earn the business of farmers by offering these better performing products. The farmers want yield, and if the one seed companies can offer that at cheaper prices then it will help them sell their product. Farmers  sometimes changed seed products because of price, but it’s usually a result of a performance problem. Consequently, in order to keep advancing and pick better products for their farms, they will pick a better performing variety that costs more. You could call those people the innovators. Since working with farmers the most common complaint I hear is having a stacked trait in a variety when they only want one of the traits. Due to may breeding or production factors that may or may not be possible. 
If you look at the statistical trend lines of corn yields where the line was only increasing gradually before biotech was introduced, that line started curving upwards faster after biotech seeds introduction. Yields are definitely increasing. Herbicide usage has remained about the same, while insecticide use has dropped dramatically. Tillage practices have gone down, not necessarily because of biotech seed, but because of the overall cost of farming. They are going over that acre fewer times, and so they cut down on their fuel and equipment expense. Overall, it’s really a safer environment because of biotech seed.

As I understand it, there are basically three major seed companies investing in biotech seeds. Other companies have the right to do that, but either don’t have the money or choose not to spend the money to bring on new biotech traits. They simply go to the marketplace to buy the use of the traits for their products. If they did not improve the profits of farmers these companies would not incorporate bio-traits into their seeds. 
It used to be that taxpayers supporting land-grant colleges would bring genetics into the marketplace. The private sector took that over, though, back in the 1980s, previous to biotech seed. The land-grant colleges are now relegated  more to specific problem research, or sometimes an innovation will appear occasionally like in Nebraska with the growth regulator trait that will come to market in three to four years.
On an international level, biotech seed has helped American farmers maintain the distinction of being the world’s primary supplier of corn. That gives us a distinct advantage over other countries such as South Africa, Argentina, and Brazil as far as having available corn. I don’t think we would have that if we didn’t have a lot of these traits. 

Again, I appreciate the opportunity to share my thoughts with you. Please enter them into the public record.

Yours truly,

Paul D. Smith
402 10th Street
Glasgow, MO 65254

