INDUSTRY OUTLOOK

Roads Lead Toward Growth

Speakers see seed continuing to steer direction of economic innovation

ichael Gumina sees the con-
tinuing changes to the seed
production industry challeng-

ing those leading it to think about why
they stay involved in the business.

Economic stress has been one of
the factors leading to consolidation
within the industry, forcing decisions
that might not otherwise be made, said
Gumina, CEO, RiceTec Ag, Houston,
TX. With product development cycles
in the seed production industry taking
7-10 years, Gumina said in a lot of ways
when you're in the seed industry, you have
to have faith.

“The money you're putting in today
isn't going to show up for a decade, which
is something that requires paticnce,” Gu-
mina said.

Gumina was one of the speakers in
April during the 2017 Leroy & Barbara
Everson Symposium on Next Genera-
tion Agriculture hosted by the Seed
Science Center at lowa State University,
Ames, discussing how the seed industry
has evolved and what it might look like
in the future.

Roads to Development
Seeds have long been at the forefront
of technological innovation dating
back to the cre-
ation of the first
marketplaces as
something need-
ed to be done
with a surplus
of products, said
Kenneth Quinn,
The World Food
Prize Founda-
tion president,
Des Moines,
IA, and former
United States ambassador to Cambodia.
Weights and numbers were devel-
oped to calculate the surpluses and notes
about wheat and barley were written on
clay tablets, Quinn said.
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World Food Prize Foundation President
Kenneth Quinn spoke in April at lowa
State University, Ames, during the Leroy
& Barbara Everson Symposium.

“That’s what seed and agriculture
did,” Quinn said. “Seed is the story of
civilization. It’s the thread of history
through everything that has happened.”

Quinn said roads were needed to
create pathways for trade, a benefit that
has remained in more recent times. The
connection roads provided has helped
farmers bring products to market, fur-
ther solidifying the need for seeds.

“Seeds are wondrous,” said Manijit
Misra, the Iowa State University Seed
Science Center director. “They come in
all sizes, shapes, textures, color, luster.
They grow in the sun, sleep in the night,
and even under the snow they dream of
what they will become next spring. Seeds
are not just the beginning of agriculture.
They are also the renewal of all life of

civilization.”

Advances in Technology
The seed industry has developed with
advances in technology, Gumina said.
Yet, as recently as the 1980s, he said it
was a very local, low regulated business.
“Over the years, it has become a
highly regulated business,” Gumina
said. “The whole mix can be too much
for some companies to stay in and they
exit the business.”

High levels of productivity allowed
companies to make big gains in the
1990s. By the early 2000s, innovations
in genomics/bioinformatics allowed a
deeper look into the plant and an un-
derstanding of its genome. As a result of
the greater understanding of the plant
structure, advancements in breeding
were made, Gumina said.

“This helped us to be more efficient to
drive basic genetic gain,” Gumina said.
“This was a big opportunity and a lot of
companies capitalized on it.”

[t wasn't long after that consolidation
started within the industry. In 2000,
Gumina said independent companies
made up 38% of the market share for
corn. Today, that figure has dropped to
17%, he said.

In 1900, Gu-
mina said 300
retail compa-
nies sold corn
and soybeans.
Today, he said
it’s down to 85
companies.

“It’s a big
change in the
overall dynamics
of the industry,”
Gumina said.
“Independents are getting smaller and
less influential. There’s just no doubt
about that.”

Manjir Misra

Impact of Consolidation
Leaders of seed production companies
questioned what the future might hold
with the rapid rate of consolidation.
Gro Alliance, Cuba City, W1, had just
decided to exit the retail seed business in
2003-2004 as the trend of multinational
businesses purchasing independent seed
companies started about a year later, said
Gro Alliance President Jim Schweigert.
“When you exit the retail to focus on
contract production for the independent
market, and about a year later, all inde-
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pendent companies start getting bought
up, we kind of question the decision,”
Schweigert said. “But what we didn’t
know was how independent companies
would be able to respond in the face of
consolidation.”

The period of consolidation lasted 5-6
years, Schweigert said. Through it, he
says companies that weren't acquired did
incredibly well. That meant predictions
of independent
companies los-
ing marker share
didn’t fully ma-
terialize as they
worked hard to
take advantage
of new opportu-
nities, said Sch-
weigert.

“At least two
dozen new seed
companies arc
selling corn they didn't sell corn in 2005,
with several selling more than 50,000
bags,” Schweigert said.

Now the question is becoming what
the impact of mega mergers will be once
those deals are completed. New traits
and licenses can be developed with a
reshuffling of the industry with different
partnerships forming, Schweigert said.

One area of possible focus that larger
multinational companies are unlikely to
fully pursue is the organic market, which
Schweigert said is still relatively small at
about 100,000 acres of organic seed corn.

“It’s not a huge market, but with
high margins, it can grow rapidly,” said
Schweigert. “There will be market share
opportunity for independent companies
that I think they’ll more quickly pick up.”
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Challenges and Opportunities
Population growth continues to push
demand for crops to be grown, Gumina
said. Rescarch will be as important as
ever with about $3 billion per year in-
vested, he said.

The cost structure of being able to
maintain a return on investment will be
difficult to maintain. Monsanto spent
$9.6 billion on rescarch in six years,
according to reports from 2011-2016,
Gumina said.

The potential challenges facing the
seed industry with mega mergers looming
are less innovation, less access to technol-
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ogy, increased market power for the new
combinations, higher prices, and unique
systems that are not easily replicated such
as chemistry and biology combinations.

However, Gumina cautioned prices
can't be raised more than farmers can
afford to pay.

Opportunities that can be cre-
ated as a result of the possible mega
deals are talent will become available,
start-ups will emerge, spin-offs will
occur as a results of Department of

Justice processes, licensing, partner-
ing and distribution will be required
for the new companies to grow and
outsourcing of assets and services will
be used. Relationships will still matter,
Gumina said.

In order to take advantage of the
opportunities, Quinn said innovation
will be needed.

“It will not happen without innova-

tion,” Quinn said. “Innovation is what
it’s all about.” W
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O’Mara is your
resourceful and reliable
solutions provider
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Popcorn, Edibles and
Feed Equipment.
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performance.
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