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MONSANTO, THE LEADING producer of genetically  modified plant seed, is having trouble in tango territory.

The St. Louis-based company has spent the past decade  watching Argentine farmers embrace one of its premier products, Roundup  Ready soybeans.

The seeds are herbicide-resistant, so by using them  farmers can easily kill weeds to boost yields and profit margins.  Argentine soybean output has tripled to 39 million metric tons since 1996,  when Monsanto </quotes/main.html?symbol=MON>   (ticker: MON) started selling Roundup Ready in Argentina and the U.S.  Argentina is now the world's No. 3 soybean producer and exporter and the  No. 2 modified-crop producer.

Ironically, however, revenue from Roundup Ready has  evaporated. Around 95% of Argentine soybeans are Roundup Ready, but each  year fewer farmers pay Monsanto royalties. The company says that it  received royalties on just 18% of the Roundup Ready crop planted this  season in Argentina, costing it millions of dollars in lost revenue.

In the U.S., where Roundup Ready accounts for about 91%  of soybeans, Monsanto gets paid via sales at more than 200 seed companies.  "These companies pay Monsanto a royalty when growers purchase their seed,"  says Monsanto spokeswoman Lori Fisher. "Hundreds of thousands of farmers  have signed agreements since 1996 to use Monsanto's technology, and  growers understand that they may only benefit from the technology for the  season for which they are purchasing their seed."

Argentina lacks such accords. Moreover, because the seeds  reproduce each season, farmers can replant them without paying the  royalties. U.S. law prohibits this; Argentina's doesn't.

Meanwhile, Monsanto has been unable to patent Roundup  Ready in Argentina, as it has elsewhere. So, early last year, Monsanto  stopped selling Roundup Ready in Argentina. That spurred heated debate  among farmers and public officials and led to multiparty talks to solve  the problem.

However, negotiations achieved little, so Monsanto began  playing hardball. This year, it told Argentine exporters it would seek a  $15 per-ton fee on soybean shipments to compensate for unpaid royalties.  The fee would be collected on exports to countries recognizing Monsanto's  patent.

This infuriated farmers, who assumed they would end up  paying the fee. Farm groups called Monsanto a greedy monopoly, and  Argentina's Agriculture Secretary Miguel Campos, slammed the multinational  for its "thug-like attitude." He said Monsanto was betraying a nation that  has long been a "strategic ally of biotechnology."

 DJ-AIG Commodity Indexes  

 DJ-AIG Indexes  8/19  8/12  YTD  

 Commodity Futures   162.583  166.111  12%  

 Total Return  288.263  294.317  14%  

 Energy  419.598  432.365  40%  

 Petroleum  463.613  475.144  39%  

 Livestock  70.004  67.367  -10%  

 Grains  46.187  47.855  -1%  

 Industrial Metals   109.065  109.748  5%  

 Precious Metals  76.379  77.785  -1%  

 Softs  66.579  69.152  -9%  

 Dow Jones/AIG  International  

Last month, Monsanto dropped a bombshell by confirming it  had filed lawsuits in Denmark and Holland over soybean shipments to those  countries. Campos reacted angrily and called Monsanto "a national  embarrassment." Argentina exported $1.6 billion of soybean products to the  European Union in 2004.

The Economy Ministry, which oversees the Agriculture  Secretariat, is also concerned. It collects some $2 billion annually from  soybean export taxes and doesn't want trouble. And with congressional  elections in October, government officials don't want to alienate farmers,  who are already upset about high export taxes.

 Key Commodity Indexes  

 CRB Group Indexes   8/19  Prev. Wk  Yr. Ago  

 CRB Futures  310.89  317.13  275.78  

 Industrials  258.12  262.31  230.41  

 Grain/Oils  190.67  195.33  189.81  

 Livestock  266.09  267.50  280.10  

 Energy  692.38  732.35  482.78  

 Precious Metals  404.88  414.89  386.48  

 Reuters/CRB   

Campos says Argentina will participate as a third party  in the lawsuits and that it will prevail in court. However, another  Argentine official familiar with the issue says Monsanto has the upper  hand. In the end, E.U. buyers will ask Argentine exporters to bear  additional import costs, and these will be passed onto farmers. Monsanto,  the official says, will eventually get its royalties. It's unclear how  much Monsanto might collect. If recent agreements between Monsanto and  farmers in Brazil and Paraguay are any guide, Argentines could end up  paying around $3-to-$5 a ton.

However, the problem could still be resolved without E.U.  courts, which could take years to settle the issue. "We expect to get an  agreement," says Federico Ovejero, a spokesman for Monsanto Argentina.  Meanwhile, investors, other biotech firms, and farmers in neighboring  Brazil and Paraguay, where Monsanto has been negotiating similar deals,  are watching to see what happens.

CRUDE OIL PRICES ROSE Friday after a volatile week  marked by Mideast terror fears and a production outage in Andean producer  Ecuador. New York Mercantile Exchange September crude oil rallied $2.08,  to $65.35 a barrel.
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