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A Short Review of the
Hybrid Rice Seed Industry in China
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] Rice Production Evolution in China
item  Area Harvested Yield "g;‘;‘:iit;“ Seed

M p':igj; 27044821 Ha 20786 *9/M3 56217506 MT 3816507 MT
m p"aiss'y 30574546 Ha 20667 *9/M3 90705628 MT 4318288 MT F
p“;:j;, 33107861 Ha 34161 *9/M3 113101872 MT 4928525 MT  F
m p"aisj'y 36483983 Ha 35282 K9/M2 138776268 MT 5110575 MT | F
pREI;:IY 34482478 Ha 41434 kg/Ha 142876522 M 4692542 MT F
m pf;m 32633684 Ha 52497 *9/M3 171318871 MT  4ss2240 MT | F
m p"ai;:'y 33518971 Ha 57166 K9/M2 191614680 M7 assos00 MT  F
m pfgz;, 31107479 Ha 60209 *9/M3 187397068 MT  4s14658 wmr | F
m p";::;, 30301490 Ha 62641 *9/M3  1gogis060 MT 4050436 MT
m p"aisﬁ'y 29116400 Ha 62528 *9/M3 183050138 MT 4050636 MT | F
p“;::'v 29495000 Ha 63414 kg/Ha 187040000 MT
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General Review of the History

@ Driving force of hybrid rice heterosis research and utilization.
@ Current annual planting : 16000Kha

@ Three stages development of the industry

Stage 1: 1976 -- 1995  Government Planned Economy period.

Stage 2: 1995 -- 1999  Reforming period.

Stage 3: 1999 -- now Market Economy Period.
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Background of Chinese Seed Industry Evolution

At the beginning of There were seeds
1980's the seed companies The release of the Seed Law of
d \C the People’s Republic of China in
basically applied some of the private 2000 symbolized the seeds

the ways of s companies began to

selection,self- enter into the the market was totally open.
multiplication, vegetable seeds

and
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g In 1978, the seed In 1978, the seed in 1990's,most of | | By may.2003,there are 7800

H ::"‘Pﬂ"'?s were companies were the crop seeds companies with the seed

3 m‘:i":::v;:;':l's founded in state market had been business license.out of them, 59

and open expect companies have the capability to

3 levels.The seed provinces.The some hybrid do from the breeding to the

< S“P‘;"y I"W*'"e hybrid rice and seeds controlled sales across the whole

) gradually Jized and maize were by country. There are 59 companies
commercialized an released at large th with import-export license, 2800
the hybrid rice an acreages. seed companies companies involved in the main
maize were released in different types. crop hybrid seeds,and 70
atlarge acreages. grew very rapidly. | | foreign invested companies.
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History of Hybrid Rice seed Industry in China
Stage 1: 1976—1995.

Players : People’s Cooperative (which was the town level administrative unit),
production team (Village level administrative unit), agri-tech station and seed
supply station.

Advantage: quick extension of new varieties

Disadvantage: singleness of varieties, R&D deficiency, lacking of i to

provide elite seeds.
Main problem: conflict of decentralization of requirement and the centralization
of supply .
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History of Hybrid Rice seed Industry in China

Stage 2: 1995—1999.

Players: Each segment has been mixed. Types of seeds companies turned up, some of
them became multifunctional with industry chain involved seed production, seed
processing, seed marketing.

Advantage: Some public research institute directly dropped into seed business, richness
of varieties became available.

Disadvantage: irresponsible sellers swindled the farmers by imposing fake seeds on
them, over-stated advertisement were popular.

Main problems: Protection of intellectual properties by law was not there, good and
bad companies were intermingled, most of companies were small and all-inclusive.
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History of Hybrid Rice seed Industry in China

Stage 3: 1999-now

Symbol: “Seed Law” & “Regulations on the Protection of
New Varieties of Plants”™.

Players: Several large seed companies were listed in the
stock exchange in China , such as AVA and LPHT.
Advantage: The centralization of industry promoted and

seed commercial rate enhanced.

Main problems: Homogenization of product,
infringement and confusion of varieties, seed quality

irregularity and extensive management
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Evolution of the Plantation Area

Provincel Average H-Rice Planting Area(KHa)
Region 1995-2002 2002 2007 Average Planting
Area increased by
Hunan 2329 2533 2666 7.6% in 2002,
Sichuan 1879 1967 2000 In 2007, planting
o area of h-rice has
Jiangi 1805 2273 2233 i
Guangxi 1591 1733 1533 increased in major
rice planted
Hubei 1263 1200 1400 4 7
provinces, while a
Anhui 1097 1067 1333 little bit decreasing
Guangdong 836 1067 1066 of those more
developed province.
Fujian 21 720 633 In this case, the
- @ =9 66 total planting area
was balancing with
Jiangsu 566 400 300 2002, Since the
Guizhou 530 633 600 surge of global
chonget oo oo w00 grain price will
Snacng) stimulate the grain
Henan 328 360 300 production, the
Yunnan 265 207 366 Babdneeaonle
rice will probably
Hainan 160 180 260 mincrease slightly in
[Shangxi next coming years.
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Market segment — Hybrid rice 2007
260 Million KGS in terms of quantity and 3 billion in terms of sales

Liaoning and Plantation
Husba e i ‘Area middlo
Helongjan 5% 5 Rice areas o
and Mogolia 419%  Upper
new early reaches of - LIRE
fice areas. Chanjian  yanpei mid-atd
6.30% 1643%  rico high o end
end
Huannan eaty e 255 "
22.00% Mid-reac| G Farmer
lower 1
reaches of changiia = Low end,, Farmer
changjiang Varieties 3% F= Mid en
11.69% High e
Upper reaches
Rl Rice, of Changjiang
" gory
Rt e\ R 1 Hanan Hybrid indica si€Hybrid japonica Regular  Regular japonica
Tk s00% Fiinthe up rice indica rice ric
changong oachos of
Regular
" Reguiar stcky
Ri ntemid Frinthoms Japonicar rica(indica
ches reaches of o and japorica)
changjang Crangjang o
400 7785% Rogular
indica
R inthe upper rid ndica
oo inFuanan changi o
Torm taem Sow Rice Joponkarics s
The rice planting areas in Changjiang and Huannan 64 1% Categories
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| Analysis of Current Situation

- Supply has been always much over the Requirement in the recent years

Hybrid rice seed production data from 2004 to 2007

Hybrid rice seed Quantity Sced Inventory in the past ~ Quantity of the supply in
e production arca (KHa) (KMT) year (KMT) the market (KMT)
2004 96 260 70 330

2005 104 265 60 325

2006 100 270 80 350

2007 76 215 120 335

Note : Because of the over-anticipation of the market, the supply of hybrid rice seeds has been more than the
demand in recent years. The quantity of remained seed storage is more than 50,000 ton every year, and this
condition can’t be changed within short period.
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commercial promotion in the market,

Analysis of Current Situation
- Too much same-level varieties has been released in recent years.
The extension area of the main hybrid rice varieties in 2006

The percentage occupying the total rice
Extensionarea  No. of Variety Planting area
sowing area

More than 333kha @ 2,583KHa 8.8%

More than 133kha 12 2,228KHa 7.6%
More than 67kha'/ 28 2,605KHa 8.9%
More than 33kha 59 2,736 KHa 9.3%

only’s varieties of extension area more than 333,000ha, and the sowing area occupied 15% of the total hybrid rice sowing area.

In recent years, there are more than 100 new varieties pass the national or provincial-level approval. In 2007, there
were more than 50 new varicties passed the national-level release approval., and more than 1000 varieties were under
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The Main Policies in China for the Industry

Access to the industry:
1997 Regulation for Foreign Companies to Invest in Crop Seed Industry
FDI Industry Category Guidebook ,2007 Revised Version
Law:
{Regulation of the protection to new plant varieties) released in Mar.1997
{Seed Law) was released on July 08 2000
Department Regulation
Seed administration Regulation
Measures for the implementation of crop variety certification
Agro-product safety management
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IP Policies in China

China has implemented all necessary tools for an efficient IP policy

o China is a member of UPOV since April 1999 and has developed UPOV 78-like
regulation to protect plant varieties

o Chinese patent law exists since 1984 and has been revised in 1992 and 2000

o Specific provisions exist regarding copyright, unfair competition, biological
deposit, etc.

o Historical and recent cases show that TP enforcement is efficient in all Chinese

regions
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Analysis of Current Situation

- Industry concentration level is still low although it has risen in recent years,
and administrative forces still play a great important role in the market.

—The top 5 seed companies in Hunan, Sichuang and Jiangxi got more than half of

market shares based on market researches in each of the above three provinces.

—Up to now no company has got an annual seed sales revenue of above one billion
RMB .
—The limited business scale and low profitability of the operation became a big pressure

for the seed companies to invest in their R&D, human resources and facility

improvement.

—“Elite Seed Subsidize Program” and other favorite policies to promote the growers to

choose elite seed.

—It is a must to change the way of thinking as well as the behavior of the agriculture

administration agencies.
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Core competitive ability

Analysis of Current Situation

We are locating at primary stage of seed industry while the international seed
companies stepping in the senior stage.

CR3 First Stage Second Third Fﬁ‘;‘éteh
Start Stage Stage Balance and
Assemble

International

Maximum Seed Industry
Chinese
Seed Industry
Minimum

Capital i ructure i ructure ffici

The homoplasy and coherence become the main facts in competitions to the world wide seed
industry.
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Main Restraints and Concerns to the Development

—The history of seed business development is short, the
industrialization was launched in 1990’s.

—Small size and capabilities of further investment is very limited.
—Low input on R&D, lack of professional R&D talents.

—Weakness in competitions in overseas market since the lack of
experience.

—Not ready for GMO
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Trend of Hybrid Rice Seed Industry Development

—Generally speaking, hybrid rice seed industry is stepping into an
upgrading period.

—Competition transfers from product and price to the value of the
supply and service.

—Companies started their research programs with own property
right.

—Step into the international markets.
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Conclusion

After 30 years development, the business model of Chinese Hybrid
Rice Industry has been greatly changed and improved. As time
goes-by , China is turning to a free market economy, seeding
companies, even is not big right now, must become major players in
the market. “Let hybrid rice make greater contributions to people
all over the world” is not only the great desire of Prof. Yuan
Longping, but also the ideal of LHPT ,of myself.

Let’s try our best to do something for that!
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Thank You!

Views in this presentation is only the personnel opinion from Yan Weibin,
not necessarily represents the official views of LPHT.

YAN Weibin

Yuan Longping High-tech Agriculture Co., Ltd.

9th/F. Securities Bldg, Chezhan Road(N),Changsha. 410001 CHINA
‘Mobile Phone: 0086 133 0731 0789

Tel: 0086 731 2183111/Fax: 0086 731 2183865

E-mail: weibin.yan@Ipht.com.cn/Website: www.Ipht.com.cn
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