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Technical report: Marketing strategy and distribution
of herbicides and pesticides*
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by the United Nations Industrial Developemt Organization,
acting as executing agency for the United Nations Development Programme

Based on the work of Paul Wassermann, consultant
in marketing and distribution of herbicides and pesticides
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Since some time Poland is in the process of restructuring its
ecamyhchﬂirgagrimlnnetmdsafreemrketsystm.mxilst
in the former cemtralized econamy system marketing was practically
mx-e:dstalt,itismwgermllyrecognizedﬁlatmeintmdxctim
of marketing strategies for plant protection chemicals 1is
essential.

UNDP has supparted a project (No SI/POL/89/802/11-51) for the
intmductimofmrketi:gsuategisfcrplantprotectim
chemicals. A consultancy visit to Poland for 2 weeks (June 28-July
11, 1992) was sponsered by UNIDO.

Besides a lecture giving a review on marketing aspects of plant
protection chemicals held at IPO, Warsaw and at 4 chemical plants
further aspects such as waste disposal, distrilution network,
custams policy were discussed.

There is same know-how on marketing of plant protection chemicals
available, but it is generally found difficult to turn it into
practice. The distribution network for plant protection chemicals
shows no clear structure yet.




After the fundamental political changes in the former OOMBOON
comtries Poland is in the process of changing the former
cem:alized(stateplmaed)mtaanbafreeecamym.

Agrimlune,asalajcrpartofﬂxemlisheoamyismacedinto

Notmlyani:aeased\seofplantprotectimdmialsinthe
country is oonsidered necessary to improve agricultural
productivity and quality of agricultural produce, it is considered
as essential 'to introduce marketing systems for plant protection
chemicals to ensure Polish agricultre to be provided with the
required products at reasonable costs.

UNDPiss:ppcrtimﬁﬁsprojectofHarketingIntmdu:timfor
Herbicides and Pesticides by consultancy. Full details of the
project are described in Document No SI/POL/89/802/11-51.

IhepresentassigmentisantNIDOsponseredconsultancyvisitto
Poland for 2 weeks (June 28-July 11, 1992).

The objectives of the mission are described in the Job Description
Document (Armex 1) and may be briefly summarized as follows:

adhatn,. aamiiios A8,




Discussing and advising on

various aspects of marketing and distribution of plant protection
chemicals

-mﬁmsofmtamlysisforrerbicicsarﬂp&ticm
= marketing strategy

- possible ways of distribution

- price creation

= product pramotion

- credit and custams policy

- disposal of products out of shelf-life

- methods used for waste management in pesticide industries

Part of the assigmment involved giving a lecture on marketing of
herbicides and pesticides.




1.

Polimmuystnﬂdlodcintomtimofplantprutectim
chemicals not only to meet the needs of the local market hut
also to cover more sophisticated markets (West Burope, USA) by
having collabarating arrangements with fareign campanies, e.g.
mdemizingx:mpmdmtim;zmty&rzymarﬂloddmfor
export markets.

A work-shop on "marketing of plant protection chemi * should
beorganizedforpersmsoftheplant;rotectimdmicals
industry being responsible far marketing.

Waste management should be co-ordinated within the plant
protection chemicals industry. Plants not being in possession of
a high temperature incinerator eventually could make use of free
capacity of such facilities and have their waste (liquid or
solid) disposed, which could be econamical to all parties.

Starting up distribution business of plant protection chemicals
by IPO could turn out to be profitable at least medium-/long-
term. However, before starting it is suggested to make a market
analysis and a cost calculation for the start-up considering
whether products will be distributed throughout Poland or in
certain regions only.




5. Itissxmtedtoqetastxmdxtymdnedfqrimted
technical material and product concentrates used far local

farmulation of ready products.

6. To enable IFO to carry out taxicology studies on a comtract
basis for the private industry, mare funds wou'd be needed to
purchase more up-to-date equipment and to introduce Good
Laboratary Practice (GIP). It is recammended to carefully
mlaﬂatecostsofsminvnsmmsarnpxtt!magai:st
realistic chances of obtaining the volume of comtract work.




I. ACTIVITIES

Visits and discussions were held with key persomel at the
following Institute and Chemical Plants respectively.

1. Institute of Industrial Organic Chemistry (IFO).
Warsaw (Amnex 2)

2. Chemical Plant "Fregata® S.A., Gdansk-Oliva
(Annex 3)

3. Chemical Plant "Rokita® S.A., Brzeg Dolny
(Amnex 4)

4. Chemical Plant "Organika~-Azot", Jaworzno
(Annex 5)

5. Chemical Works "Organica-Sarzyna", Nova Sarzyna
(Amnex 6)

A lecture on "™Marketing Strategy for Herbicides and Pesticides" was
delivered at the Institute (IPO) in Warsaw and all the Chemical
Plants visited followed by extensive discussions by the audience
which varied fram 10-25 persons.
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II FINDINGS

1. General Situation

In the course of changing fram the centralized economy to the
freemﬂcetsystanacmmxaimuassbatedbyeverymewithm
discussions were held, be it at the IPO in Warsaw or the
Chemical Plants visited.

All of them expressed their strong desire to look for best
possible ways to market their services, technologies or
products.

One basic problem is that the structure of the centralized

eoamyismla'qerexistjngardthehlild—upofthew
structure in a free market system is still far from campletion.

It is generally found that there is still a lack of basic
technical know-how for building up a modern marketing system.
Even where the technical know-how is theoretically already
available (to a certain extent) it is felt difficult to turn it
into practice and get the system functioning.

Another basic problem of Polish agriculture is the fact that it
neither is protected by custams duty on imported agricultural
produce nor it is subsidized by the Polish Goverrmment which puts
most of the Polish farmers into a difficult financial position.
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2. IPO, Warsaw

Altlx:u;hthestaffofthelrstimtEhaSbeendrasticallyredm:ed
frunabwtnofwyearsaqotoabwtuo:zmmly,the
Institute finbt'heﬁnﬂsproﬁdaiasirsxfficient. In order to
havenm:efmﬂsavajlablethedifferattneparmltSofthe
nstimtearekea\mmrketimmeirservicscrmms.

The Toxicology Department is lodking for possibilities to carry
out short- and laq-mtm:suxiisaswellasecotoxicology
studies for foreigncmpanismacmtractbasis. It was made
clearthatthedxarneforobtainimordersforsmhraeardx
work is thecretically given, provided the Institute can prove
the ability-to provide good data which will meet regulatory
requirements. With the equipment and laboratory practices
axrently available it is most unlikely that data on required
standard can be elabarated.

The Analytical Department producing analytical standards of
quite a big mmber of herbicides and pesticides (Annex 3) is
keen on marketing these products.

The Department of Pesticide Application considers to start
distribution business with herbicides and pesticides in order to
upgrade funds for the Institate.

The advantage the IPO can offer in such a business are people
withﬂletadmicalexpertiseonmeproductswﬂbein;a
Government Institution - pesticide producer/sellers will have no
problems trusting them. On the other side the Institute staff
naturally is lacking marketing and sales know-how.

——
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Even if they would buy and sell without keeping warehouses and
giving no further services to the endusers, certain investments,
e.g. far transpartation would have to be made. Shart-term profit
therefore could be scanty.

Pesticide Industry

All the chemical plants visited are closely co-operating with
multinational companies producing plant protection chemicals.

All of them are importing ready-to-use products as well as
product concentrates or technical material which are locally
formulated to ready-yo-use products on the licence of the
respecnvecatpanyardnarketedfor Pelish agriculture.
Righthereitnstbementimedthattma:stmsdutym
technical material or product concentrates is the same as for
theinportofready—to—usepmducts.lnsanecas&stlﬁsmy
lead to the situation that the locally formulated product is
more expensive when campared to the imported ready-to-use
product.

In all the countries I know where techniczl material or product
concentrates are imported the custams duty for such materials
are considerably lower when compared to the duty on imported
ready-to-use products.

Waste Management

Chemical treatment of waste water is available on all plant
sites bu. not biological treatment methods.
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The Chemical Plant Azot has already a high temperature
incinerator for cambustion of liquid and solid waste in
operation.

Rokita S.A. is just in the process of constructing an
incinerator an licence of a French company. Waste managemernt
aspects give reason for some concern hut will depend on how
soon funds can be made available to get the required facilities
to solve waste problems.

Distrilbution of Plant Protection Chemicals

The organization of the distribution net work is still an
ongoing process. There is some uncertainty left fram the side of
the producers/formilatars on how the distritution network
should be organized, e.qg. how many steps should be invoived in
the distribution channel from the producer to the end-user of
products, what the mark-up (m.rgin) should be between the
producer ard the enduser.

According to information obtained from all the procicers of
plant protection chemicals the distribution of these products
has "gone wild". Many people are of the opinion that they can
make the "big money" in relatively short time in this business.
Newocamers, be it individuals or small campanies, frequently
appear on the market, while others disappear. Too many people
are goirg for spot business rather than building up a solid
long-term business. These practices create same uncertainty on
the market especially at the enduser level, when a farmer finds
a product at the reseller's shelf at a totally unrealistic high
price. The selling of plant protection chemicals is handled in

nidinn, acrtivniims, H9.
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a very liberal way. According to presently existing government
: regulations everyone can go out and sell plant protection
chemicals belonging to the Tax-Class II and above. Only for the
sales of products belonging to the Tox-Class I an autharisation
is needed.
%
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III ASSESSMENT OF NEEDS

General

Needs are diverse for the IPO as a Research Institute and the
stepintodistrihxtimhsimofplantptutectimwodn:tsw
cammon needs will be given.

IPO- Toxicoloqy Department

Should the Institute be determined to take up taxicology studies on
contract basis to elaborate data required for regulatory—pxrposes,
it would have to make vast investments in arder to be able to
producedataofrequiredstarﬂatd.'misiswell-mderstoodbyﬂ\e
management . It is suggested that the Institute limits its
activities to short-term tox-studies as those are considerably less
costly.

IPO_- Department of Pesticide Application

The Department is considering to start husiness with distribution
of plant protection chemicals. Even if they will act just as buyer
and reseller without keeping warehouses, having no product
promotion activities, giving no services to the farmers, some
investment will still be required (e.g. personnel, communicat:on -
and transportation facilities, etc.). The size of investmen: 17
also deperd on the size of the area the products are to be

-, .
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‘ Plant_Protecti hemical Ind

|

i : It is generally felt that the industry has good prospects when

‘ farmers obtain a fair price for their produce.

? The market potential for increased use of plant protection

? .

L Qustams duty: A reduction on custams duty on product concentrates
of technical material not only would help the product
formilatar but eventually also the farmer who could
buy the product at a lower price.

t Envirommental Aspects and Waste Management:
This certainly is a field where considerable work is
_ left to be done. Problems are increasingly recognized
’ Q\\‘ arnd understood by the management, but achievements
A\ are hampered by lack of equipment and facilities.

However, there is in this industry already one

A, A - high~temperature incinerator in operation and another
one under construction. If there is free capacity the
disposal of waste including products out of
shelf-life should be co~ordinated between the
chemical plants.

No doubt there are campanies which have already

settled in this business, but for a lot of people the
i structure of the distribution network is still in an

experimental stage. It will take same time before the

-8, .
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chaff will disappear fram the market place.

It certainly would help to calm down the market, if
the distrilution would be handled in a samehow less
liheraluayslmﬁgﬁatmtevuymecanstepinto

Marketing of Plant Protection Chemicals:
Itisga\erallyaccephedﬁ:atagoodmﬁcetim
strategyisabasictoolforbeingsmfulinthe
market. In the lectures given on all the places
visited a review on the various parameters a
marketing strategy is built was given. In the
.discussions following the lecture it became very

" clear that people are most interested in marketing
hut have same problems as on how and where to start
action in practice. It has been suggested by same
chemical works that a work-shop on marketing know-how
for persaons responsible far marketing of plant
protectimdmimlswmldbemstuseful.me
campany cffered even the possibility of bording and
lodging for the participants in such a work-shop.
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ANNEX 1

JOB DESCRIPTION

SI/POL/89/802/11-51

Post Title: Marketing Strategy for Herbicides
Duration 0.5 months

Date required: June 1992

Duty Statjon: Warsaw, Poland

Purpose of project:

To develop cleaner technology aad promote market
strategy for herbicides.

The expert, in consultation with project counterparts,
should discuss the various aspects of marketing and
distribution of herbicides. He is expected to discuss:
marketing strategy

nethods of herbicidal market analysis

organization of supply with herbicides

credit and custom policy

prices creation

active forms of selling

principles of herbicides allocation

network of herbicide selling

wholesale and quasi-wholesale (without own warehouse)
distribution of herbicides and environment protection
(disposal of out of shelf-life herbicides)

examples of solutions existed in some countries.

The expert is expected to deliver the lecture on narketing
ot herbicides (at our institute and chemical plants).

He/she 1s expected to submit a report giving his findings
and reccnmendations.
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Chemist, or chemical engineer or economist with extensive
experience in marketing strateqgy for pesticide, should have
experience with companies having strong herbicide sales.
Experience in Eastern Europe would be an advantage. He should
have a good knowledge of developing quality assurance, develop
export marketing strategies, setting up distribution networks
and in customer services.

Language: English

Poland in its new strategy on agrochemicals, is in the
process of streamlining its pesticide industry and in improving
safety, quality control and export promotion strategies. UNIDO
has been providing assistance to Imstitute for Industrial
organic chemistry, warsaw, Poland, to provide necessary
assistance to industry to promote essential agrochericals
especially for cereals production. With this in view, the
production of MCPA herbicides has been optimized for scale up
operation to reduce unwanted, toxic side products in the
effluents.




-}18~-

Institute of Incd strial Organic Chemicals (IFO)
Amnapol 6
03-236 Warsaw

- Dr. W. Moszczynski - Director
Dr. J. Legocki = Deputy Director

1. of Pesticide ication

Head of Dept.: Prof. J. Kroczynski

' Herbicides -~ Prof. J. Ostrowski
? Insecticides - Prof E. Bakuniak
Fungicides - Mrs. M. Bielska

‘s\ Toxicology - Mrs. Brzinska
AN Analysis - Dr. L. Konopski
Formulation - Mrs. M. Biernacka

- Synthesis - Dr. Z. Czerwinski

2. Department of Feromons

Prof. Sobotka
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3. Engineering Dept. (Pilot Plant)

Dr. M. Kwiatkowski

4. Department of Awxiliary-Products
(Food industry, textile, paper)

Mr. ?. Jozwik

e




ANNEX 3

Instytut Przemyslu Organicznego Poland

August 1991
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ANNEX 4
"Fregata” S.A.
Ul. Grurmaldska 497
80~309 Gdansk-Oliva
Mr. A. Dorant = General Director
Mr. T. Martyni - Technical Director
Mr. P. Ropel = Marketing Manager

Mrs. E. Majewska-Ohler - Marketing

Company Profjle

The former state-ownedccupanyissimeoecanbern, 1991 a private
wﬂertakinganistablishedas&egatas.a.. Shares are held to
100¥ by campany employees. In near future legal actions may be
taken to entitle also Polish citizens not being employed by the
campany to buy shares,

Fregata S.aA. arrently has a staff of 220 people.




ANGX 5

"Rokita™ S.A.
ul. Senkiewicza 4
56-120 Brzeg Dolny

Mr. 2. Kowal - Marketing Manager
Mr. R. Bajda-&mlyﬁamgerfar?md:ctmtetmdiata

Campany Profile

"Rokita® S.A. is a state-owned enterprise and the only producer of
2,4-D herbicide in Polard.

Thee:terprisemplcysabaxtG,?OOpeoplemtmlyabartmare
working in the herbicide department (practically in the production
of 2,4-D herbicide).

The main production are industrial chemicals. However, the
herbicide products produced and/or formulated on licence fram
multinational companies count for about 8% of the total turnover of

the enterprise.

bkt . ¢ niaiiBves R,
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Campany Profile

"Organika-Azot" also is a state-owned enterprise. It employs about
900 people of which 600 are working in the herbicide and pesticide
department.
Organika-Azot is running a small formulation laboratory at the
plant site.

- .
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ANEX 7

"Organika-Sarzyna"
37-310 Nowa Sarzyna

Campany Profile

"Organika-Sarzyna" is a state-owned enterprise. It is the only
Mmrofmnerbmidemﬂwmmammlymmgm
up-grading the production technology which after campletion will
embletheplanttoprochneamrepurepmdnctcontauurgQH&
actlvesutstanoecmparedtoabartmlysotaduevablemththeold
technology.

nlemtuprisehasabautlsoowployesofmmZSOarewmtixgin
the plant protection chemicals department.
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UNIDO Comments

The report clearlv brings out the situation that exists in Poland
with regards to the pesticide industry and how it is adjusting itself to
the changing political and market situation. His observation that Poland
has a very high potential for joint ventures by improving their product
quality and waste minimization and it is also evident that other

developing countries could benefit through their experience.

The project has been beneficial to the company Sarzyna in cleaning up
their MCPA production and UNIDO could further assist in scaling up of the
process to improve the quality of the product. There are also good
opportunities in this area for joint ventures and export potential to

Western Europe and USA as indicated in his report.

This report would be an useful document for future planning in

marketing of pesticides produced by the industry for local use and export.

The author has recommended organizing a Workshop on Marketing of
Plant Protection Chemicals and this could be arranged by UNIDO's Chemical
Industries Branch and Feasibility Studies Branch if officially requested

subject to availability of funds inclu .ng on a cost sharing basis.
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