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Executive Summary

France isthe largest European Union (EU) seed producer and the second largest EU seed exporter after the
Netherlands. The French seed sector is composed entirely of private companies and the Ministry of Agriculture
(MinAg) plays only awatchdog role. Seed sdlesincreased by 5 percent in MY 1997/98 for the third consecutive year.
Due to the current controversy about genetically modified organisms (GMOs) in France, sales of genetically modified
seeds are likely to be severdly congtrained for afew more years until scientists, farmers, consumers and the government
agree on benefits of biotechnology.

The French seed regidtration processis now fully integrated within the EU framework. On the domestic level, the seed
sector cooperates fully with the MinAg to set breeding standards and to control seed quality. Imports of commercia
planting seeds into France are fully dlowed with only afew phytosanitary restrictions on certain types of seed.

France imported in 1997/98 about FF 1.8 billion FF (USD 308 million) of planting seeds while exporting about 2.8
billion FF (USD 480 million). France dso imports a significant amount of planting seeds, especidly corn, soybean,
flower and vegetable seeds from the United States.

IMPORTANT NOTE: The Marketing Year (MY for seed production ison a July/June bass. MY 1997/98 refersto
seeds produced and sold in the period July 1997 to June 1998. Crop year refersto the commodity production year.
The 1997/98 Crop Y ear refers to a commodity harvested in 1997 and sold in the following twelve months.

Note: The acronyms used in this report follow:

MinAg: Minigtry of Agriculture and Fisheries

MMT: Million Metric Tons

CAP. Common Agricultural Policy

EU: European Union

GNIS: Groupement Interprofessonnd des Semences et Plants (Interprofesionna Group for Seeds and Plants)
GMOs. Geneticdly Modified Organisms

SOC: Service Officiel de Controle et de Certification
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COMMODITY OUTLOOK, PLANTING SEEDS, MARKETING

Market Development Opportunities

Market opportunities in France are consderable. French farmers are looking for pest resistant varieties to reduce the
labor and equipment costs associated with pesticide and herbicide applications. Higher yields are usualy a secondary
consideration. French farmers are also looking for varieties suited to specific needs, such aswheat or sugarbeet seeds
designed for ethanol production, rapeseed seeds for bio-diesel production, or vegetable varieties with an extended
period of production. Other opportunities exist in developing niche markets, such asrice seeds or colored cotton
seeds.

* Corn seeds

Over the past 10 years, French area planted to corn has decreased by about 200,000 HA but has recently stabilized.
The split between feed corn and silage corn has more or less remained stable, with small yearly variations linked to
weather conditions and the demand for forage. However, seed sales decreased less than area, showing an increasein
the average sowing density. The share of early varieties continued to decline to the benefit of semi-early, late and semi-
late varieties. While corn seed imports grew dightly, corn seed exports increased by 70 percent and tota turnover in
the corn seed sector jumped by 40 percent.

Despite this success, French corn seed producers are worried that the CAP reform agreed in Berlinin March 1999
may hamper their competitiveness. They dso fear that ether the EU or the French government will be more stringent on
water uses for irrigation and tougher on water pollution, thus increasing production costs. The French Ministry of
Environment is dready planning to set a pollution tax on pesticide and herbicide which will greatly affect corn
producers competitiveness. They may aso face an increased competition from Eastern European countries such as
Hungary or Poland when these countries join the EU. Findly, they are worried by the opposition to GMO cornin
France and in Europe, which islikely to undermine the future competitiveness of French corn compared to U.S. or
South American corn.

* Flower and vegetable seeds

The flower and vegetable seed sector is rather different from other seed sectors. Oversight by the MinAg isless dtrict.
It involves many companies and distributing channels. However, it represents nearly 14 percent of the total seed sdles.
While quantities sold on the domestic market have been declining for the past 10 years, the increase in average seed
prices has kept revenues from seed sdles stable. Both imports and exports have risen over the past 10 years, with a
sharp increase for the latter. These changes hide a stagnation in dry vegetable seed imports, while imports of green
vegetable seeds and flower seeds grew by 28 percent and 13 percent respectively. U.S. green vegetable and flower
seeds have amgjor share in those imports.

Future growth in this sector comes mainly from varietal innovation to better meet the consumer’ s demand for more
diversfied varieties. Gardening is a booming activity in France but most newcomers need easy-to-grow and rustic
varietieswhich need limited care.

Marketing Channels and Facilities
The largest French seed company, the cooperative LIMAGRAIN, is aso the third largest seed company in the world.
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It has 44 subsidiaries worldwide, many of them in the United States, including FERRY MORSE, SHISSLER,
BIOTECHNICA and NICKERSON. Other large French seed companiesinclude PAU EURALIS, the cooperative
SIGMA SEMENCES DE FRANCE and RHONE POULENC. These companies al produce seeds and most of them
as0 have subsdiaries that produce and sdll seeds.

Marketing channels for seeds depend on the seed type. Straw ceredl, forage and oilseed seeds are generdlly developed
by amajor seed breeding company. But mass production and trestments are often done by a subsidiary, a contract
seed company, a cooperative, or aseed trader. The seed producing company will then contract with farmers for the
actual seed production. The company follows every aspect of production to assure genetic purity and the absence of
disease. Supervisory controls are performed by the "Service Officiel de Controle et de Certification” (SOC) (See Seed
Production Policy section). The certified seed lots are then sold to farmers dong with other farm inputs such as
fertilizers and pedticides.

Due to the highly technica nature of corn seed production, the breeder supervises every aspect of the process.
Certified seed lots are then sold to cooperatives or farm supply companies.

Sugarbeet seeds are produced by major breeding companies, but production is directly supervised by sugar companies
who then sl the seeds directly to the farmers.

Hower and vegetable seeds are generdly produced by breeders and are marketed through two different marketing
channds. If the seed isfor the horticultura sector, certified seed lots will be sold to cooperatives or traders of farm
inputs. Seeds for the genera public are distributed through wholesaers to garden centers, DIY stores, hypermarkets
and other retail stores.

Seeds of Genetically Modified Organisms (GMQ’s) in France

GMO's have been amgor issue in France since 1996, when France' s and EU’ s gpprova of imports of Monsanto's
geneticaly modified (GM) Roundup Ready Soybeans coincided with the onset of the Bovine Spongiform
Encephdopathy (BSE) crigsin Europe. Although the GOF and private companies such as Limagrain and Rhone-
Poulenc invested in biotechnology, to which consumers did not pay attention, the BSE crisis crested mistrust among
consumers towards governments and scientists on food safety issues. Consequently, French consumers and Greens
have not been enthusiastic about domestic production of GMO’sin France.

In this context, the GOF authorized in February 1998 three varieties of Novartis Bt corn resistant to the corn borer to
be planted in France. However, only 1,200 hectares were planted to these varietiesin 1998, while potentia was
higher. Farmers hesitated to plant GM corn varieties because they were not sure they could find buyers for their
harvest. In September 1998, i.e., just before the French corn harvest started, the highest French administrative
organization (Consail d' Etat) decided to suspend the law authorizing the production of Novartis GM corn varietiesin
France, following the appedl filed by Greenpeace and other ecologist associations. The Consell d' Etat decided in
December 1998 to withhold its decison until afina opinion was rendered by the EU Court of Justice. The GOF
purchased at the intervention price the corn crop harvested from Novartis GM corn planted in 1998.

This discouraged French farmers from planting GMO’ s for the 1999 harvest, even though the GOF authorized the
domestic production of twelve additiond GM corn varieties (Sx from Monsanto and six from Novartis) in August
1998. There were only 300 hectares planted to GM corn in 1999.
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COMMODITY OUTLOOK, PLANTING SEED, POLICY

General Agricultural Policy

France isthe largest agricultura producer in the EU, the second largest agricultura exporter in the world, in value
terms, after the United States, and one of the United States largest competitors. France produces amost al the major
temperate agricultura commodities, with grain accounting for the lion's share of the production.

The French agricultura sector has now adjusted to both the implementation of the reformed Common Agricultura
Policy (CAP) and the Uruguay Round agreement. Decreases in the set-aside rate planned with the Berlin Agreement on
CAP reform of March 1999.

Planting Seed Production Palicy

France isthe largest seed producer in the European Union, and the second largest producer and the third largest seed
exporter in theworld. Seed sales grew regularly in the 1980's before dropping during the 1992 CAP reform. Recovery
only began in the mid 1990s as higher agriculturd prices dlowed farmersto buy certified seeds instead of using on-farm
produced seeds and has continued until the end of the decade. Digtribution of turnover by varieties shows a high
increase in corn, which increased from 29 to 36 percent of total seed sdes. On the other hand, straw ceredl seed
represents only 16 percent of the total turnover, compared to 21 percent prior to the CAP reform of 1992.

French Production of Selected Certified Seeds (in MT)

MY 1995/96 MY 1996/97 MY 1997/98

Straw Ceredl Tota 671,077 731,793 718,921

inc. Wheat 414,350 454,061 455,258

inc. Barley 164,475 194,444 184,662
Corn 133,176 138,805 132,330
Sugar Beet 7,361 7,086 8,435
Oilseeds Tota 17,199 21,022 20,251

Rapeseed 3,898 4,650 4,863

Sunflower 5,990 6,013 5,675
Forage seeds 109,493 118,872 128,929
Vegetables and 14,413 N/A 17,484
flower seeds

(Source GNIS)

The production and sales of flower and vegetable seed, for both the farm and generd markets, have remained constant
for the past few years. Yearly variaions are primarily due to weather conditions affecting seed production and small
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changes in consumer demand.

The Planting Seed Sector

French seed producers, breeders and traders are all members of a professiona seed and seedling association caled the
"Groupement Interprofessionnel des Semences et Plants’ (GNIS). Together with the MinAg, GNIS sets standards for
seed production. GNIS is dso alobbying group that protects the interests of French seed producers within the EU.
Most agriculturd commodity unions have also established a seed committee to preserve their interests for ther

respective seed variety.

GNISisfunded by levies on both the area and the quantity of seed produced. The levies are paid by the farmer and
seed processors producing seed.

Levies on French Production of Selected Seeds (FF per HA):

Seed Category Amount of Fee (FF/HA)
Straw cereal seed 75.35

Corn and sorghum seed 75.35

Forage seed 115.75

Sugarbeet seed 126.35

Oilseeds seed 84.00

Source GNIS (MY 1998/99 data)

GNISislocated at 44, rue du Louvre, 75001 Paris, France. The contact numbers are; Tel: (33-1) 42-33-51-12
Telefax: (33-1) 40-28-40-16
Web ste: hitp://mww.gnisfr email: gniscontact@gnisfr

Breeding Policy

The "Comite Technique Permanent de la Sdlection” (CTPS), atechnical committee for seed sdection, includes
producers, traders, users and the MinAg to provide seed selection guiddines, according to market demand. It also
specifiestechnical criteriafor the seed certification process.

In MY 1998/99, there were about 27,800 seed farmersin France, cultivating an average area of 12 hectares per farm.
In addition, 112 private companies were involved in seed breeding in France, devoting atotal of 400 scientists and
from 3 to 20 percent of their sdes to research and development. Public research isled by the "Ingtitut National de la
Recherche Agronomique’ (INRA), with 24 [aboratories and 270 scientists. INRA isfunded by the MinAg, but dso
works on contract for private companies. INRA recently formed severd joint ventures with magjor seed breeding
companies to work on specific species such as corn, forage plants and rapeseed. But, in generd, INRA focusesits
basi ¢ research efforts on mutations or minor species. Other public research organizations, such as the Centre Nationa
de la Recherche Scientifique (CNRS), universities and local research centers, lso work on genetic engineering, cdlular
biology or bio-chemistry research in coordination with private companies.
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Seed Registration
The French seed regigtration system is now fully integrated within the EU seed regigtration framework. Seeds registered
in any of the EU member states are now aso registered in France, and vice versa.

Before registration, a new variety hasto pass severa tests during a period which can last from one year for some
varieties of corn to three years for forage seeds. These tests compare their agronomica and technica vauesto control
varieties and measure their stability and homogeneity. A group of expertsfrom INRA, MinAg and GNIS make up the
"Groupe d'Etudes et de Controle des Variete et des Semences' (GEVES) which andysesthe varietiesin its own
agricultural research gation. If the new variety passesthetedts, it islisted in the French Offical Seed Cataogue and
registered for the entire EU.

Seed production is controlled by the " Service Officid de Controle et de Certification” (SOC) which is under the joint
respongbility of GNIS and MinAg. The MinAg establishes the officid criteriafor certification. Random testsin the
fidlds and processing plants verify the sanitary status of the seeds, the germination capacity and the moisture level. In
case of a problem occurring with a seed producing company, the SOC has the power to levy administrative and
economic pendties, including fines and plant closures.

Plant Variety Protection

New seed varieties are protected in France by the 1961 Paris Convention (ratified by a French law in 1970) and the
1978 Geneva Convention which protect the copyrights of the breeder company. Production and saes of a protected
variety are subject to gpprova of the variety breeder. Protection lasts at least 20 years. However, in contrast to the
patent process, these Conventions dlow the use of a protected variety to devel op another variety without having to pay
afee

Problems arose in the 1980s with the rise of biotechnology, which alowed breedersto obtain avarietd protection by
inserting only one specific gene into a cdll, making copying much easier. In 1991, anew Convention was sgned by 34
countries, including France and the United States, that contained the concept of “Essentidly Derived Variety.” Under
this concept, a breeder of avariety “B”, which is derived from avariety “A”, would be alowed to protect its variety
“B” if afeewas paid to the breeder of variety “A”. However, as of mid-October 1999, the French Senate has not
pased the law that will officidly implement the 1991 convention in France. Apparently, there are fears that the
Convention will cause difficulties sSince the criteria on how far one variety can be linked to another has not yet been well
defined.

At the European level, dthough the EU has not yet signed the Convention ether, it has passed the EU Regulation 2100-
9 of July 27, 1994 for EU protection of variety seeds which usesthe 1991 Convention. An EU agency was recently
established in Angers, France to handle the EU varietd protection process. The current Situation is that a breeder can
either choose the French varieta protection process, which does not yet follow the 1991 Convention, or pay about
three times more for the EU varietd protection.

Policiesfor Imports of Seeds

To be sold in France, dl imported seeds must be listed in the officiad seed catalogue of at least one EU country. The
technica descriptions have to follow the EU regulations, which conform to the ISTA regulations. The regigtration
processin the country of origin aso hasto follow ISTA regulations.
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However, for purdly marketing reasons, most imported seeds are listed in the French officia seed catalogue. Seed
traders and cooperatives in France may be reluctant to carry seed varieties not listed in the French catalogue.

Import Taxes

Seed imports into France are subject to EU tariff rates and an additiona French import tax (equivaent to the domestic
seed production levies) to finance the registration and control process. Flower and vegetable seeds are taxed at 0.4
percent of import vaue. Taxes for other seeds are listed in the table below.

French Taxes on Selected Seed Imports (French Francs per MT):

Straw Cered seed (hybrids) 335
Straw Ceredl seed 2.15
Corn seed(ordinary hybrids and others) 335
Corn seed (double hybrids) 194
Corn seed (triple hybrids) 26.6
Sorghum seed 22.6
Peas seed 33.5
Forage seed 221.1
Sugar Beet seed 46.8
Linen and Hemp seed 133.8
Sunflower and Soybean seed 67.0
Other Oilseeds seed 46.8
Garden, flowers and vegetable 0.40% of the import vaue

Source: GNIS (MY 1998/99 data)

Non-Tariff Barriers

Sanitary certificates are required for certain seed species. For example, U.S. exports of corn seeds to France have to
be certified free of any Erwinia Stewartii bacteria. Random tests are conducted and shipments with contaminated
samples are banned from entry. On the other hand, U.S. soybean seeds no longer face sanitary requirements to enter
France. While there are other French sanitary restrictions on imported planting seeds, they do not affect U.S. seed
exports to France.

COMMODITY OUTLOOK, PLANTING SEEDS, TRADE

According to GNIS datafor MY 1997/98, the French seed trade surplus jumped by 18 percent from MY 1996/97.

French seed imports increased by 5 percent in value with the Netherlands gtill the main supplier. France is anet
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importer of seeds from the United States.

French seed exports increased by 9 percent in vaue: exports of flower and vegetable seeds, corn seeds, and sugarbeet
seeds remained stagnant, while exports of straw cereals seeds decreased. Germany remained France' s largest seed
customer.

A sgnificant, but unknown, quantity of French seed exports are imported seeds which are treated or packed in France
and then re-exported. Many seed companies, including some from the United States, have set up packing plantsin
France to handle these types of imports.

Sdected French Seed Importsin MY 1997/98 (in Thousand of KG, thousand FF)

From the World From the United
States
Seed Category | Weight Vaue Weight Vaue
Straw Ceresl 13,783 34,000 NEG NEG
Corn 63,309 423 15,859 N/A
Oilseeds 7,865 73,029 2,817 25,961
Sugar beset 2,107 384,358 NEG NEG
Forage 26,501 252,949 710 10,817
FHower and 7,350 82,550 2,626 28,535
vegetables
Tota imports 2/ N/A 1,843,200 N/A 291,100
1/ NEG means negligible  N/A: Not Available
2/ total includes seed not listed
Selected French Seed Exportsin MY 1997/98 (Thousand of KG, thousand FF)
To the World To the United
States
Seed Category | Weight Véue Weight Vdue
Straw Ceredl 26,012 N/A NEG N/A
Corn 63,309 N/A 1,015 N/A
Oilseeds 7,691 223,833 33 319
Sugar beet 10,328 428,771 NEG NEG
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Forage 18,393 120,468 NEG 3
Flower and 6,521 657,164 94 39,866
vegetables

Totd exports2/ | N/A 2,813,100 N/A 51,600

1/ NEG means negligible N/A: Not Available
2/ totd includes seed not listed
(Source GNIS)
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