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Abstract

In “accelerating the development of modern seed industry opinions”, the State
Council declares that China is well-known in its agricultural production and seed
consuming. The seed industry is a strategic and basic core industry, which is essential
to promote long-term development of agriculture, and to ensure national food
security.

China’s seed industry had market behaviors in 1990s and totally engaged in
imperfect competition in 2000s. Still, China’s seed industry and companies haven’t
got strong competence yet. Since the reforming and opening-up, especially after
China becomes a member of WTO, foreign capital entered Chinese agricultural
industry and seed industry. The incident of Monsanto genetic modified soybean seed
and other cases absorbed lots of attention from the public, and brought out lots of
arguments about FDI and Chinese seed industry. The impact of FDI has on seed
industry has not only becomes a social focus, but also a new hot issue of academic
research.

Nevertheless, FDI already had impacts on the development of domestic seed
industry. This study aims at answering three following questions, including where the
impacts come from, how those impacts work, and whether or not they will have
influence on the safety of seed industrial. It offers the public a deep understanding of
this phenomenon, and provides with reference to reasonable decisions.

The combination of theoretical analysis, empirical analysis, case analysis and
policy analysis methods promotes the broadness and depth of the research. Through
literature review, the research finds out FDI entered China’s seed industry through
M&A, cooperation, establishing branches and joint venture etc., which affects seed
industry in terms of capital, technology, markets, resource and environment effect
based on FDI and Industrial Safety theories. The system of FDI-Seed industrial chain
consists of FDI as independent variable and government, international market
working as moderators. FDI affects Seed industry in terms of capital, technology,

markets, resource and environment etc.. The study of how & why the effects occur
i



above comes up with the main findings of the research through establishing the causal
mechanism between FDI and Seed Industry.

Further, the establishment of FDI- Seed industry affection-Model empirically
explained the impact FDI has on the seed industry by combining Feder model and
Cobb - Douglas production function. The study chooses data between 2005 and 2011
for regression analysis to confirm the model and hypotheses.

In order to confirm the results from empirical study from a micro perspective,
this research chooses four cases including Monsanto, DuPont and Pioneer Pathway,
Longping and Denghai, focusing on different part of cultivation, breeding and
promotion system, are explored through event study and interview, which shed lights
on the relationship between FDI and seed industry from different perspectives.

The results are consistent with the previous theoretical hypotheses which show
that foreign companies like Monsanto have already had impact on China’s seed
industry from cultivation, breeding and promotion of the seed industry chain. The
Domestic seed companies are falling behind in innovation and competitiveness.

The study indicates that FDI has significant impact on all the variables of the
casual model. Most of the foreign capital mainly focuses on short-term interest and
ignores technical innovation and the safety of technology. FDI had crowding-out
effect on Seed industry in terms of capital, technology, markets, resource and
environment etc., which decreases the policy effect of cultivation, breeding and
promotion system. The GM technology which is not fully testified as secure has been
brought in by foreign capital would arouse potential risks in China’s seed industry.

Domestic companies rely on foreign capital to some extent and demolish the
independence of China’s seed industry which undermines the fundamental industry
and triggers potential risks. With the flow of foreign capital, the crisis of seed industry
could occur anytime and cause price fluctuation, loss of seed breeding ability and
resource and deterioration of the environment and further the safety of food supply.

Therefore, the theoretical and empirical studies before lead to the establishment

of Modern seed industry Development and Security policies Supporting System
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which embeds with suggestions and recommendations of theories and policies of how
to deal with foreign capital as well as healthy development of seed industry from the
perspective of the government, industry and companies. All the policies
recommendations emphasize the importance of the rule of equal from WTO and
protection of domestic seed industry by making reasonable use of FDI. This study is
expected to provide with theoretical results and practical outcomes which integrating
and developing the current theoretical research while promoting the construction of
China's seed industry policies and regulatory framework, including establishment of
warning mechanism of industrial safety, cancellation of ultra-national treatment of
FDI, management of negative list as well as supportive and regulative system for seed
industry, through which promoting core competitiveness of domestic seed enterprises

and securitizing domestic seed industry.
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