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Chapter | Establishment of the Stable Food Supply System

(Related to Food Policies)

Section 1 Issues Regarding Food such as BSE

@)

Securing safety and quality of food
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In September 2001, the first BSE (Bovine Spongiform Encepha opeathy) infected milk cow was
detected in Jgpan.  Since then, consumption of beef has dedined. The Minigry of
Agriculture, Forestry and Fisheries established asystem to prevent Didtribution of Cattlea Risk
of BSE in October of the same year by assodating with concamed minigries and agencies
induding the Minidry of Hedth, Labor, and Wdfare The Minigtry of Agriculture, Forestry,
and Fsheies enhanced the quarantine system induding ben of use of dl livestock feed
containing meet and bone mest by law.

The private advisory body of the Minider of Agriculture, Forestry, and Fsheries and the
Miniger of Hedth, Labour, and Wefare, "Research and Examinaion Committee Regarding
BSE Problem” veified the problems in handling by the adminidration regarding BSE, and
caried out invesigaion and examinaion on the way the adminidration should handle the
livestock sanitation and food sanitation in future and compiled a report in April, 2002. (The
full report (in Jgpaness) is provided on the each webste of the Minidry of Agriculture, Foretry,
and FHsheries and the Minidry of Hedlth, Labour, and Welfare)

Thisreport largdy criticizes the dosance of any risk management sysem, low atertion to
consumer protection, nontrangparency of policy dedson-making process, and incomplete
information rdeese. The Minidry of Agriculture, Forestry, and Fsheries is requested ©
percaive the problems as those of the entire organization and correct these attitudes.

Based on this report, the Prime Miniger requested the Miniger of Hedth, Labor, and Wefare
and the Miniger of Agriculture, Foredry, and FHsheries to take utmost messures towards
rectification in view of respect of consumer protection, induding to dragticaly review the legd
sysem rdaing to securing food safety. The Prime Minister a0 requested the establishment
of a cabinet meeting by concerned Minigers, naking up concrete measures based on the
principle of the new adminigrative organization, and reflection of the proposd in the budget of
next fiscd year.

Respecting this report and following the Prime Miniger's indructions, the Minigry of
Agriculture, Foresry, and Fisheries will trandfer the axis of the policies on agriculture, forestry
and fisheries towards the consumer Sde and will surdly implement a dredtic review and reform
of the paliciesin order to secure sefe and rdigble "foods™

Recently, the Japanese consumers have shown a gregter avareness of food sefety as aresult of
the recent consecutive incidents concerning food safety such as food poisoning accidents
covering a wide area and mixture of genetically modified agriculturd products that have not
been examined for sAfely into foods, other then the detection of BSE.  Induding the
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adminidrative organization, the parties concaned with food supply should continuoudy
implement measures for securing food sty .

Food supply in Jgpan has iecome increasingly dependent on imports from other countries for its
ingredients and the processng and didribution sysem has become more diversfied and
complicated. Therefore, the parties concarned in eaech of the dages from production to
consumption must ensure the condstent food security, by mutud assocaing.

For food sfety, efforts to gan mutud undersanding between consumers and suppliers are
necessary through the examination of "risk andyss' which is focused internationdly.

It is important to esablish the "faceto-face rdationship between consumers and producers
"through trace investigations and recal on the occurrence of a food accident and digribution of
production information and to condder the introduction of a food traceghility system by
utilization of Information Technology in order to gain consumer’s confidence.

With the recent increese of consumers awareness of food sefly, it is necessary to improve the
food labding and andard system that endbles customers to sdlect suitable items according to
their own judgment.

Labding of origins of fresh food products has changed the consumers atitudes on food
purchese. Fesh food products ae modly labded in supermarkets but are less labded in
individud shops such as locd fuit & vegetable sops  The labding of ingredients of
processed foods and genetically modified foods are often implemented.

The origins of processed food ingredients have been labeled for pickled onions and pickled
plums snce October 2001. Labding of processad fishery products (mackerd, Jgpanese horse
meckerd, ed, and seaweed) was darted from February 2002, and labding of other pickled
itemswas darted from April 2002,

When fdse labding of the origins and athers of beef by amgjor food company was detected in

January 2001, the Minidry of Agriculture, Forestry, and Fisheries ingpected the Steimmediatdy

and indructed the company to take corrective meesures besad on the "Law Concarning
Sandardization and Proper Labdling of Agriculturd and Forestry Products’, so cdled JAS Law.
Since then, fdse labding of the origins and others of products by other food compenies is

continuoudy being detected.

The food labeing sysem was esablished to enable consumers to sdect food items by
ingtructing suppliers to provide correct labds, based on the mutud trust between food suppliers
and consumers, as the precondition. Conddering the gtugtion thet has occurred this time, the
utmogt eforts for recovering consumers confidence and recovery of trug are necessary by
revienving the food labding sysem and promptly implementing improvements and
enhancements



Houre 1 Edablishment of safe beef supply sysem free from suspicion of Bovine Spongiform Encephd opathy (BSE)

Incineration of all the BSE positive cattle
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Table 1 Handling of BSE by each country up to the current point

Item Japan EU UK USA Audralia
« Stoppedimport from the countriesin « Noregulationsareimposed for thecountriesthat o Prohibited import| « Prohibited import
° whichBSEwasprevioudy detected arenot affectedby BSE. However, for the fromthecountries| ~ fromthecountries
= countriesthet areserioudy affected by BSE, the inwhich BSE inwhichBSE
§ conditionsareeffectiveprohibition of theuseof was previoudy was previoudy
= thefeed andindividua certification, and cattle detected detected
v 5 thatwerebornafter operation of themeesurefor
@ g dimination of BSE and theeffective messurefor
< E theprohibitionof feeds, andthat arederivedfrom
o} excusivegroupsinwhichno BSE wasdetected
= forsevenyears
@ 5 3 « Stoppedimport of animd protein « Prohibitedimport of processed animéd protein [ ¢ SameasEU « Prohibited import| « Prohibited import
g E productsfromdl the countries productsfrom the EU region and third countries of products of livestock feeds
524 derivedfrom derivedfrom
587@ ruminantsfrom animals,
g 2 al European exdudingNew
- countries Zedand
° « Legidated prohibitionof feeding of « Accordingtothedecisonmadeby theBoardof |« Regulatedprohibitionof feedingof |« Legidated o Legidaed
5 proteinproductsderived from mammals|  Directors, feeding of processed animd protein processedanimal proteinproductsto | prohibitionof prohibitionof
= @ tocattleet.c, except for milk and dairy productstodl livestock hasbeen prohibited dl livestock exdudingmilk anddairy|  feedingof protein| ~ supply of feed
3 § products exduding milk and dairy products. products. products derived derivedfrom
B ] from mammas mammas
58 (ecludingpigs | (exdudngpigs
S E and horses) to horses, and
E cattleand other kangaroos etc.) to
ruminents ruminents
« Deadcattleotherthanthosetargetedfor | e Livestock farming byproducts of mammels o SameasEU
. aurvellanceareincinerated beforeor after]  (exduding pet food and others) must be
£ rendering processing andwill not be processed according tothefollowing standards.
B supplied asraw materids for feed. (1) Grainof 50mmorless
é (2) Hestedtoatemperatureof 133 or higher
(3) Processing for 20 minutesor more
(4) Pressureof 3barometersor more
« All patsareremovedinthedaughter « Afterremovedl partsinthedaughter house « All patsareremovedinthedaughter
o2 houseandareincinerated. beingdisposed completely by thefollowingand | house. Then, they are directly
= g other methods. incineratedorthey areincineratedand
28 (1) Inderation buriedafter being transiormedinto
© 5 g (2) Buryinthegpproved|ocation after process meet and bonemed.
E g 3 under133  and 3 barometersfor 20 minutes.
g ge ac Cattle aged 30 morths old or older
E = are dso directly incinerated or they
@ © aeindnerated and buried after being
g transformed tomeet and bonemedl.
a ' % o Checkdl catle « Amongthecattleaged 25monthsoldor older, | « All cattleaged 31 monthsoldor ol der| . Rgportof catle
sc8 thoss;that were urgently processed and thosethat wi th BSE
§ % o werejudged tobeunsuiteblefor food suspicion and
& o = « All cattleaged 31 monthsold or older andfor operationof
< 3 food detailedveterinary
v examination
« Thefdllowing catlearetargeted for « For gtidticd verification, al deed cattleaged 24 | « Thefollowing cattlearetargetedfor | o Inprinciple, o SameasUSA
aurvelllancea thefam. monthsold or older aretargeted for surveillance aurveillancea thefam. implement
(1) Livecatlewiththesymptomof foroneyearonly. (1) Alldeadcattieaged24monthsold |  accordingtothe
suspicion of BSE and central nervous orolder number of
system disorder (2) All damagedcattieaged24months|  sampleswithin
(2) Catlediedwiththe centra nervous oldorolder the range decided
8 system disorder (3) Allcatlethatwereborneduringa | by OIE.
§ (3) 4,500 cattleayear among cattlethat period from August 1, 1996 to July]
2 diedat theageof 24monthsor older 31,1997
A (4) Cattleaged30monthsor older thet
Examine the structure induding the fegture weresdectedarbitrarily
of theingpection system, budget and human| (5) Allcatlethatwerebornby the
reources as the current issue  with) BSEinfected cattleandare 30
enhancement of the ingpection system by monthsoldorolder
way of introduction ingpecting al deed
cattleof aged 24 monthsor older.

Note: Jgpanisa sotaking ass stancesfor isolation andinciner ation of beef that wasd aughtered and scrgpped before October 17, purchaseof cull cow, andothers



Table 2 Examples of recent food accidents and others

Month and year Location Detals of the accidents and others Scde of damege
Oska, Outbregk of large scde food-poisoning caused by Entero-hemorrhagic Escherichia | Number of
Okayama coli 0157 vicdims
199% | May Prefecture, About 10,000
andsoon
Sdtama Dioxin contamination trouble
February Prefecture Influence on sdes of vegetables in the Prefecture by rumor caused by some mass
medias
199 | summer gmw of food-poisoning by Vibrio parahaemolyticus detected from fishery
Toka Village | Acadent of ariticdity of nudeer fud facility
September Ibaraki Influenceon sdesof locd agricultura products
Prefecture
Kinki region | Food-paisoning by the poison from Stgphylococcus aureus contained inlow fat milk | Number of
June produced by amgor company of milk and dairy products vidims
About 13,000
2000 Summer Mixture of different product in food
Largescdevoluntary recdl of the affected food by thefood company
October Geneticdly modified corn that has not been examined for food sdfety, "Star Link”
was detected from thefood productsthat were distributed.
May Geneticaly modified crop, "New Ledf Plus Potato”, which has not been examined
2001 for safety, was detected from some snacks.
September Chiba The firg milk cow infected by Bovine Spongiform Encephdopethy (BSE) wes
Prefecture detected in Jepan.
Fgure2 Degree of consumer awareness towards food sfety
Those who are constantly Those who are constantly  Those who were
Those who became aware and still maintain aware and increased not aware and

aware recently

the same level of awareness thedegree of awareness  are still not aware

l |

30.7 254 6.3

93.7

%




Fgure 3 Imeges of a traceshility sysem

Accumulation of information by large scale expanse of
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IHarvesling date and time Item name Company name, and so on Price, and so on I
:Cultivation method Manufacturing date :
sipment time, and 50 on Expiry date | Retrieve information of production,

Ingredients, and so on

L e e — .-

from home by tracing

Note: While the traceability system isintroduced mainly for cattle and beef industries in Europe, the system is individually implemented
by some private sectors only in Japan. The diagram above was created in order to indicate the image of the traceability system.

Fgure4 Change of consumer awareness assodated with labeing on origin of fresh food

Did not know Others
that labeling is 204
obligatory

5%

Now buying

Can more easil
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than before cf:_ec_kl:lg thi N
39% origin trough the
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54%
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Food consumption
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The food prices have dropped in generd induding fresh vegetables and cereds in 2000
(decrease by 1.3% in comparison to the previous fiscd year). The red food consumption
expenditure per capita of a nonfarm household in FY' 2000 has shown a decline over these four
years up to FY 2000 (decrease by 0.6% in comparison to the previous fiscd year). During the
period from April to December, 2001, food prices have dropped dightly (decrease by 1.0% in
compaison to that of the corresponding term of the previous year) and the red food
consumption expenditures have aso decreased continuoudy (decrease by 1.3% in comparison
to that of the corresponding term of the previous yeer).

While the food expenditures of nonfarm households by item indicate thet the expenditure ratio
of the cods (main food cogt and subgdiary food cogt) goent in home cooking is decreesing, the
expenditure retio of egting-out and prepared food isincreasing. (1985: 21.3% -> 2000: 28.2%0)

According to the questionnare survey carried out by the Minidtry of Agriculture, Forestry, and
Fsheries more than 60% of respondents recognize "increese of digtance between tables and
fams' (for indance, low consumer interests in food production dages). It is necessary to
reduce the distance between atable and afarm by exchange of information between consumers
and producers, education of children regarding diets and agriculture, and promoation of fam
experiences.



Table 3 Trangtion of food consumer price indexes (CY 2000=100)

(Unit: %)
Comparison to the previous year (sameterm) on rise/
II:r\l;iezxogfo fal (A)rate
FY 2001
FY1998 | FY1999 | FY2000 (April to Decermbe)
Total 99.9 0.2 A 05 A 05 A 08
Food total 100.1 11 A 12 a13 A 10
Cereds 94| A 09| A 04| a 23 A 17
Fish & shdlfish 99.9 0.7 A 05| a 18 A 07
Meat 99.8 0.0 A 12 A 12 A 01
Dairy products and eggs 07| a 16 15| a 13 A 19
Fresh vegetables 103.6 10.2 A137 A 34 A 02
Fresh fruits 1025 85 A 49 A 12 A 43
Oils fatsand seasonings 99.6 A 07 A 05 A 17 A 12
Cakesand candies 99.9 05 12 0.0 A 16
Cooked food 99.7 00 A 03] A 08 A ll
Beverages 99.6 21 10 A 09 A 17
Alocohdlic beverages 99.9 A 05 A 02 A 06 A 08
Eating out 99.8 02 02| a4 12 A 04
Food products 99.8 02 02| a 06 A 10

A NP ORNMWAEAOO

Hgure 5 Trend of actud food expenditure per cgpita of non-farm household
(al the households nationwide)

4 Staple food expenditure

<+ Supplementary food expenditure
<~ Luxury food expenditure

<+ Eating-out food expenditure

Food expenditure per household (nominal)

FY1990 FY1991 FY1992 FY1993 FY1994 FY1995 FY 1996 FY 1997 FY 1998 FY 1999 FY2000 FY2001 (April to December)
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Current condition of dietary pattern in Japan and promotion of dietary guidelines

<1> TheJgpanexedigary pattern has acharacter in the middle between those of Adan countriesthat

consume many grains and European and American countries that consume a large amourt of
medat, milk, dairy products, and ails, and has the a fegture of a high consumption of egg and
fishery products  On the other hand, the recent trend of the ratio by nutrient in supplied calorie
indicates adecrease of the ratio of carbohydrate and an increase of fat, which isbecoming doser
to the European and American digtary petterns.

are becoming a problem.  This issue must be atended to S0 as to prevent lifetyle rdated
deseese.

"Jpanese dishes’, which cong g of rice asasaplefood and avariety of foodsasSdedishes, is
reviewed as nutritioudy wel-baanced heathy food. It is necessary to take in the required
nutrients in a baance through the dietary pattern based onrice

The recent divarse lifestyle has caused irregularity in diet such as skipping meds and egting
meds done.  In paticular, irregular dietary pettern of children not only has an adverse effects
on hedth but dso is assumed to have a serious influence on the psychologicd and sodid

development.

Ancther issue isto reduce the "food loss' in each stage during the process from production to
consumption such as disposd of expired food products and leftoversin egteries and homes

As the guiddine for solving these didary issues, in March 2000, the Minidry of Agriculture,
Foregtry, and Fisheries and the Minigtry of Education (present Ministry of Education, Culture,
Soorts, Scence, and Technology), and the Minigry of Hedth and Wdfare (present Minigtry of
Hedth, Labour, and Wdfare) jointly compiled "Dietary Guidding' for improvements of
nutritiond balance and reduction of wadte and disoosal of food in the digary pettern. To
promoate propagation of the Guiddine a the dtizens levd, the Minigry of Agriculture, Fores,
and Fsheries mede up a"'Dietary Guide”

Promoation as activities on the nationd scde in households, workplaces, ad regions induding
school education is necessary with support of the government and rdlaed organizations to
soread and Sabilize this Guiddine more.

Nutritiond imba ances such as excessve inteke of fat and inaufficient intake of iron andcadum



Hgure 6 Ratio of PFC supply cdarific vaue of each country

P: Protein F: Fat and oil C: Carbohydrate

France ] (3,386)
Europeand UK | (3,131)
America USA ] (3,600)
(2000) | (2,645)
Japan  (1980) ] (2,562)
(1960) | (2,291)
China | (2,951)

. i 2,21
Agg Thaland | (2,210)
Indie | (2,407)
Vietnam | (2,546)

0% 20 40 60 80 100 %

Notes:

1) For Japan, the values indicate those of FY 1960, 1980, and 2000 and other countries values indicate those of 1999.

2) Thevaluesin (') on the right-hand side in the graph indicate the supply calorific value (kcal) per capita per day.

3) Alcohoalic beverages are not included.

Table 4 Nutrient intake condiition by gender and agelevd (1999)

(Unit: %)
Totd of madeand femde Mde Farde
Enagy | Cddum | lron | Enegy | Cdcium | Iron | Enagy | Cdcium | Iron

Totd 9 94| 108 98 o7 | 122 100 92 9%
7t014 93 101 9% A 103 9 92 100 93
yearsold

15-19 91 82 95 91 91| 104 92 73 86
20-29 91 85 9 0 0| 121 92 80 34
30-39 93 83 9 93 87| 124 93 79 81
40-49 93 89| 107 97 83| 126 9 89 93
50-59 103 102 | 117 102 101 | 136 104 102 102
60-69 110 107| 129 110 11| 138 109 105 121
T0years 115 %| 114 114 100 121 116 93| 108
old or older

Reference: "Nationd Nutrition Survey” by the Ministry of Hedth, Labour and Wefare

Note:

Fguresaretheratio of the amount of intake to the amount of advantage nutrition required in esch category.
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Food industry
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The agriculturd and food indudry is a "ten-percant indudry” occupies 10.3% of the Gross
Domedtic Product of dl indudries (FY1999). The breskdown indicates thet the ratio of the
food indudtries such as rd ated manufacturing indudry, esteries, and rdated distribution indusiry
isincressing while theratio of the agriculturd and fishery indudtriesis reldively decreasing.

With the recent trend towards deflation, the edting-out expenditures in a household budget thet
were geadily increasing previoudy started to dedine and the market scae of the boarding-out
indugry have been dhinking dnce 1997. With increased competition among food-sarvice
enterprises, there is a trend of reduction of unit prices for purchesng food materid and
requirementsfor chegper suppliersamong the boarding-out industry.

Regarding food retalers, the number of shops and annud sales vaues of food supermarkets and
convenience dores are increedng, while conventiona specidized grocery gtores and gtores
mainly handing food products are decreesing.  Also, recently there is a trend of diverse food
digribution routes such as, direct ddivery from producers by co-operative sodidties, aglicultura
co-operatives and S0 on, direct transactions between producers and large users, and trarsactions
usng the Internet.

The food products that are handled via wholesdle markets are showing a long-term dedine,
however a present, about 80% of vegetables and about 70% of fishery products are handled via
wholesde makes, 0 wholesde makes dill play important rodes  To enhance the
competitive power of wholesde markets it is necessary to quickly take some messures for
some issues such as diverdfication of consumer needs, deterioration of market management,
and competition among markets

I mportant meesures for reducing digribution cogt are to accurate identification of the quantities
and locations of the inventory through information technology, enhancement of loading
efficdency and redization of planned ddlivery by sharing and concentration of ddiveries.

30% to 40% of domestic agricultura products cater for the service demand of the food industry
sctor such as processng and food sarvices However, the food indudry is becoming more
dependent on imported ingredients and the trend is becoming more prominent with the recent
tendency towards deflaion. It is important to take accurate messures and sable supply for
mesting the demand of food services by domestic agriculturd products trough promotion of
conjunction between food industryand agriculturd sector.

Price differences of foodstuffs between home and abroad

The price differences of foodduffs between home and abroad fluctuate eech year due to the
influence of exchange rales. The difference are formed by reflection of the cost a eech Sage of
digtribution and processing in addition to the codt @ the production stage. To reduce the difference,
it is necessary for dl rdaed indudries to take efforts to reduce the codt a each dage from
production to consumption.



Table 5 Trangtion of market scales of boarding-out indudtries

(Unit: trillion yen)
1990 | 1991 1992 1993 1994 | 1995 | 1996 1997 1998 1999 | 2000
25.7 272 217 278 21.7 279 28.7 29.1 285 274 272
Fgure 7 Procurement of ingredients by boarding-out indudtries through the Internet
%
80 r 69.6
70 | FY1999
60 | 55.8
0 | FY 2000
40 t
0r 183
20 F Y : 10 101 133 14.6
) == |
Using Have used Have referenced Not interested Unknown
severd times
Table6 Important points for food industry operators in direct procurement of ingredients
(multiple answers up to two points)
(Unit: %)
. 8
c i) £
I % R % g ﬁ
8 .
g g g § g g 2’8
£ 2 2 % S 5 5
2 5 8 % 7 3 g | 8. | £k
= = i [2)
S5 5| g8 2|28 |5z|EE| g
28| 8 | 8 |8B| &5 | B | % |25|5¢8] 5
Totd infood industry 438 824 350 139 113 113 105 94 47 25
Manufacturer 46 @21 43 138 131 106 114 83 52 31
g
g Wholesdler 463 499 303 143 13 104 15 51 44 23
‘G | Realler 714 240 207 138 51 166 51 %3 37 14
m
Eating house 639 244 400 89 22 111 44 200 44 00
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Section 2 Agricultural Policies of Other Countries

() Administration for securing food safety

<1>

<>

<3>

Recently, consumers awareness towards food safety is being enhanced on a globd scde and
vigorous internationd discussons are being exchanged.  In other countries induding the EU,
Geamany, France, the United Kingdom, and Audrdia, there are trends to reorganize ther
adminidrationsfor securing food safety.

The tide of internationd discussons is to goply a "risk andyds' technigue for sscuring food
sourity.  "Rik adlyss' condgtsof three dements, "risk assessment”, "risk management”, and
"risk communication”. "Functiond separation between risk assessment and risk management”
is congdered to be important for effective adminigration for securing food safety. Thisis one
of the basc concepts in reorganization of adminigration for securing food sfety in other
countries such as France

Acoording to the mainstream conoept of the risk management technique, the policy gpproach of
"from farm to table’ is necessary.  This badic concet lies in the background of reorganization
of adminigtration for securing food safety in European countries: As an example, atracegbility
sysem covering the range from a food retal sage to a food production stage hes been
introduced in the EU countries mainly for cattle and besf.

(2  Agricultural management policies

Under the WTO system, some countries such as the EU and the USA are reducing a price support
and hifting to production maintenance and environment consarvation by income gability and
direct payment through crop insurance and so on.  For ingance, CTE introduced in France hes
obtained 14,100 contracts.

(3) China's accession to the WTO

<1>

<>

China became a member country of WTO in Decamber 2001 The conditions for
membership indude taiffication and reduction of tariffs nonruse of export subsdies and
establishment of "Trangtiond Safeguard.”

If Chinafully satisfies the membership conditions, imports of grains and soybean ail into China

would be expected to increase. For labor-intengve crops such asvegetables, exportsarelikdy
to increase continuoudy. A reesonable exchange rate for the Y uan is to be discussd.
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Table 7 Conditions of Chinds accesson to the WTO (agriculturd products)

Taiff quota (20,000 t) . .
ltem (Saetrading ratio among the quota) Tariff reduction
Hrafiscd year  Hnd fiscd year of Primary Secondary
asthemember the promise teriff teriff
. 3325 532 (2004)
Rice - 1% %
(50%) (50%) 0 4% — 65%
7884 9636 (2004
Wheat 1% % _
(90%) (90%) 0 4% — 65%
Tariffication and tariff 5175 720 (2004)
Corn 1% % —
reduction (71%) (60%) ° 4%~ 83%
. 2118 35871 (2005
oil - 276 % —
Soy 42%) (10%) 0 78% - 65%
. 210 R 3168 (2005
Pdmail Pk % —
(42%) (10%) ° 4% 5%
. 7392 1243 (2005
Rapeseed oil Pr %
(42%) (10%) ° 4%~ 85%
168 IR 1945  (2004)
Sugar (70%) (70%) 20% - 15% | 71.6% - 50%
Export subsdies Chinawill not use export subsdiesin the future either.

De mnims

The De mnimis of Chinaisto be 85% ([De minims: Upper limit of domedtic support
thet can be exduded from reduction since the amount is smdl dthough the support is
ubject to reduction. For developed countries, 5% of the total agricultural production
and 10% for devel oping countries).

Domestic support which
are ubject to reduction
commitments

Some categories of supports, which are not subject to reduction commitments in
developing countries, are subject to reduction commitments.

Trangtiond Safeguard

Member countries should be able to lodge consultations equiring the necessary
meeaures for prevention and rdief of market disturbance when market disturbance
occurs or thregten to occur due to a sudden increese of import of products from China,
If the consultation is unsuccessul, the tariff of the rdated Chinese products should be

able to be increasad or import regtriction should be ddle to be gpplied (o cdled
"Trangtiond Safeguard’). This meesure is effective for 12 years from the accesson

of ChinatoWTO.
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Section 3 Food Self-Sufficiency Ratios and Food Security

@)

@

Food Self-sufficiency ratios

<1>

<>

<3>

<4>

While Japanese ditizens are enjoying a varidy of diets, they depend for most of the food on
imports and food sdf-aufficdency ratios are & the lowest level among mgor developed countries.
Food sdf-aufficiency ratios show along-term downturn and the rate dropped dramaticaly, from
73% to 40% during the period from FY 1965 to FY 2000 in Jgpan. Under the anticipation of
drain of the world's supply and demand for food in the future, many Jgpanese ditizens fed
anxious about above mentioned Stugtion.

Food df -auffidency ratio in FY' 2000 reached 40%, which resulted in the same rates over the
three years continuoudy, regardless of the negative factors such as dedine of production of
Unshu oranges whose production is supposad to be abad year as opposed to the previous yesr,
decrease of degree of sugar content of Sugar beat due to weather irregularities, and decrease of
the yidd of sugar cane crops  This is because of the increase of production of wheet and
oybeans

Food sf-aufficdency raio in FY2000 indicaes the rate for a period of one year from the
commencement of the plans for redization of the target ratios of food saf-aufficency that was
st in March 2000. It istoo early to reach the condusion that the long-term dedine of food
sdf-aufficdency has been dleviated, because of the fact that the fat cdlorific ratio reached 28.8%,
the consumption of rice actudly decreasad, and the increase of production of wheet, soybeans,
and feads was Smply due to the good weether condiitions during thet period.

To mantain and improve the sdf-aufficiency ratiosin future, more measures should be taken by
al concarned parties induding not only the government but dso the producers, food industry
operators, consumes, and locd govenments  These messures indude actudization of
"Dedrable Food Consumption” such as reduction of excessve fa intake and expanson of
consumption induding locd consumption in terms of consumption and achievement of
"Agriculturad Production Target" with resolution of miss-matching of supply and demand by
improvement of qudity and productivity of wheat and soybeans.

Food security

To secure gable food supply, flexible countermeasures must be taken according to the levd of an
unexpected condition basad on the "Manud for food security a unexpected condition” that was st
out in March 2002 in addition to the efforts for maintenance and increese of domedtic agriculturd
production, gppropriate and effident stocking, and security of dable imports  This manud is to
enable the securing of supply of the minimum food necessary for the nation in the stressed
condition of domedtic supply and demand due to unexpected factors such as poor crop, interruption
of importsand so on.
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Fgure 8 Trandtion of sdf-aufficiency ratios on asupplied caoriesbass of mgor developed countries

(%)
150
France

1970 75 80 8 90 91 92 963 9 % 9% 97 98 P9
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Hgure9 Change of gructure of supplied cdories and supplied cdories by product

Ratio of supplied Supplied calories 2,645 Kcal/person per day
calories (%) Supplied calories by domestic products 1,050 K cal/person per day
100
Ratio of supplied Supplied calories 2,459 K cal/person per day
calories (%) Supplied calories by domestic products 1,799 K cal/person per day
100
323kcal
Others 68% 298kcal 90 [ 83kcal]
[204kcal]
e6kcal[27kcal]
Fruits 86% | 39kcal[34kcal] Soybeans g7 | 75kcal[20kcal]
Soybeans 55kcal[23kcal] 80 IRVEHElINALN 82kcal[65kcal]
Vegetables 100% 74kcal[ 74kcal] Fishery products 136kcal
. 99kcal 53% [ 73kcall
Fishery products 110% [108kcall
196kcal [ 61kcdl]
[ 60kcal]
‘// Import part 308kcal
28% 292kcal Wheat 10% [ 33kcal]
[ 81kcal]
159%cal
F_.’Tus and 33% [ 52kcal]
oils
Fats and oils 5% 385kcal
Livestock 157kcal [ 20kcal]
products 47% [ 74kcal] .
4
™ Production
part by 2
imported feed §
[}
s 407kcal
30 I [ 69cal]
3
=
-
Rice 100%
1,090kcal 20
[1,090kcal]
Self- . o 630kcal
sufficient 10 Rice 95% [601kcal]
part
0

0 20

40 60 80 100
Self-sufficiency ratios by product on a

supplied calorie basis (%)

[FY 1965]
(Self-sufficiency ratios on a supplied
calorie basis: 73%)
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Section 4 World's Supply and Demand of Food and Japan's Food Trade

@)

The world's supply and demand of grains

<1>

<>

<3>

<4>

<5>

The worlds trend of supply and demand of grains shows dternating cydes of over-supply and
under-supply over along term and recently the Stuation has been dleviated.

However, there are many dements for indzhility in the world's future supply and demand of
food. Demand of grains for human consumption and anima feed are expected to increase due
to the dramdic increase of population and the rise of income levds manly in devdoping
countries, and the change of lifestyle due to urbanization.

On the other hend, the increese of yidd of arops thet have supported the increesing world
populaion is expected to dow down. Elements of supply uncertainty are increesing such as
exhaudtion of water resources, sdt damege causad by excessve irrigation, and influence of
globa warming and abnorma weether.

In addition, under the WTO system, the production and exports of mgor agriculturd products
has atrend to be more concentrated in asmall number of specific countries, losng flexibility of
short-term supply, causng market ingability by externd shock such as aonormd weether.

As mentioned above, world's supply and demand of food in the medium to long term is pointed

its possihility to be dressed, because the environment surrounding world's supply and demand
of food has many dements of ingahility.
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Fgure 10 Trangtion of internationd prices of grains etc. and net grain exports of mgor countriesregions
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Food trade of Japan

<1>

<>

<3>

<4>

Recent imports of food into Jgpan has been increasing in the quantity besi's and decressing inthe
amount basis. The amount of food import by item is dmost leved for grains and, fats and ails
Theamounts of import of vegetables and meat areincreasing.

The import amount of fresh vegetables has increasad by 1.5 times in the padt five years
Paticulaly, imports from China have increesed by 34 times and imports from Korea have
increesad by 6 times. The share of export of vegetables from Chinato Jepan acoounts for 42%
on the quartity basis and 62% on the amount bags, which are the highes. For vegelables
produced in Ching, it isimportant to teke meesures againg resdud pegticides chemicds.

Recently, the trade surplus of Jpan has been decreasing to the levd that the surplus has been
less than the same month of the previous year continuoudy for aperiod of 18 monthsfrom July
2000 to December 2001. In examination of domestic production and import policesin future,
the trend of internationd balance must be taken into acoourt.

Recently, the enhancement of rdationships for regiond economic cooperation is progressing
through the comprenensve Economic Patnership Agreement (EPA) and Fee Trade
Agreement (FTA). In January 2002, Jgpan Sgned the "Agreement between Jgpan and the
Republic of Singapore for a New-Age Economic Patnership” Regarding agriculturd,
forestry and fisheries products, as a result of condderation for the potentid influence to the
agriculturd, foredry, and fisheries indudries in Jgpan, the Jgpanese Government decided thet
WTO concessond duty-free items and effective duty-free items only should be into
concessons of this Agreemet.  Currently, the Jgpanese government is concerning the
possihility of economica partnership with Mexico and ASEAN.
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Fgure 11 Trangtion of imports of fresh and frozen vegetables in Japen
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Fgure 12 Share of export from China by export destination country/region on vegeteble
(Quantity and vauein 1998)
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Fgure 13 Trangtion of exchange rate of yenand Chinese'Y uan
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International cooperation

<1>

<>

<3>

<4>

<5>

The food ad and ad in the agriculturd fidd of the Officdid Development Assstance (ODA) of
the Jgpanexe Government in 1999 amounted to about 1,100 million dollas  This amount
acoounts for 21% of dl DAC wuntries, which is the 2nd in the world falowing the USA.
Jpan is one of the world's prominent countries for food ad and ad in the agriculturd fidd.

In the "World Food Summit” that was hdd in 1996, "RomaDedaration” that aimsfor reduction
of the world's under-nourished population to ahdf by 2015 was acoepted. However, currently
under-nourished population of about 780 million exigs in developing countries auch asin Ada
and Sub-Seharan region in Africa, and the speed of reduction of the world's under-nourished
population isdow.

To achieve food security in developing countries it is necessary to combine imports and stock
holding gppropriady in addition to the basc measure, which is enhancement of the food
production foundation within the country. Implementation of food ad as an urgent measure
and gock halding of food for the implementation in the ad implementation countries are
ineviteble

Under such drcumstances, in the " Jgpanese Proposal in WTO Agriculturd Negatigions', the
Japanee Government proposed to examine a possble framework for international food
gockholding thet shal complement existing bilaterd and multilatera food aid schemes.

As the fird dep towads execution of the internationd food stockholding initictive,
implementation of "Study on the rice gockholding system in East Asd' wes agreed & the
mesting of ASEAN+3 (ASEAN countries, Japan, Ching, and Koreg) Miniders of Agriculture
and Forestry (AMAF3) thet wias held in October 2001, The sudy isto investigatethe current
condition and stockholding operation method for rice, and to submit the result to AMAF3,
whichisto be hdd in October 2002

22



Fgure 14 Amount of aid and share in the food and agriculturd fidd of mgor countries
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Fgure 15 A Possible Framework of Internationa Food Stockholding proposed by Japan
(from the report of the research coundil of the internationd food Sockholding initiative)
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Section 5 Issues Regarding WTO

(1) Roles of WTO agricultural negotiations

<1>

<>

<3>

Since the WTO Agreament enected in January 1995, the Jgpanese Government hes seedily
implemented the Uruguay Round Agricultura Agreement.

The WTO agriculturd negotiations that were sarted from the beginning of 2000 are extremdy
important negoatiaions that determine the direction of world's agricultura product trade rules in
the 21s Century. For Jgpan, it is extremdy important that the badic prindples of the Badc
Law on Food, Agriculture, and Rurd Aress and accompanying messures must be properly
recognized in accordance with globd rules, and Jepanese farmers can farm with thelr outlook to
the future by the negatiations.

Under such recognition as this, the Jgpanese Government compiled the " Jgpari' s Proposd for
the WTO Agriculturd Negotiations' that laid "coexigence of various types of agricultureé’ as
the basic conoept , and submitted it to the WTO Secretariate in December 2000.

(2 Japan's Negotiating proposal and future issues of WTO agricultural negotiations

<1>

<>

At the 4th WTO Minigerid Mesting that was held in Doha, Qatar in November 2001, the
Minigerid Dedaaion for edablishing a new round was adopted. The agriculturd
negatiations thet have dready been darted were decided to be agreed collectively together with
other fidds  Regarding agriculturd matters in the Minigerid Dedaration, the contents that
predict negoatiations, i.e. the concgpt on unification of agriculture and indudtry, which was
damed by the Cairns Group, were not induded and a description of consideration on nondtrade
concerns was induded.  This framework enables the dam of the proposd of the Japanese
Government.

In future agriculturd negatiations dso, the Japanese Government should strongly present our
idess and & the same time should continue negotiating perdstently with exporting countries
through associaion with friendfood countries advocating agriculturd  multifunctionarity
induding the EU and agreaments from as many developing countries as possible.
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f— Table 8 Outline of Japan's proposa of WTO agriculturd negatiations ﬁ

[Basic attitudes]

ﬂ’ljrsuethefol lowingfive pointswith “the coexistence of varioustypesof agriculture” asthe underlying conoept. \
<1> Congderaion of themultifunctiondity of agriculture

<2> Ensuringfood security

<3> Redressing theimbaance between rules and disciplines gpplied to agriculturd exparting countriesand those gpplied to
importing

<4> Congderdion for deveoping countries

(5> Congderation for the concarns of consumersand dvil sodiety j

[ 1.Basic Elements to be considered in the Negotiations |
e Sufficient examination such asimplementation of the Uruguay Round Agreement on Agriculturein each country
e Puralit of themultifunctiondity of agriculture and food safety asthe mgjor issues of agricultura policiesworldwide

[Basic policy of each issue]
[ 2. Market access |
e Sd gppropriately in aflexible manner with accomodation of the circumstance of eech item on the dicision of taiff level and
access opportunities.
e Examine a new safeguard mechanism with increesed trangparency to enable effectively, and automaticaly according to the

characteridtic of theagriculturd product.
[ 3. Domestic support |

e Mantan the basic framework of the current rules and disciplines. Examine the improvements in order to promote agriculturd
policy reform by reflecting thered stuation of agriculture.

e Sataredidicdomestic support leve (commitment of reduction)
[ 4.Rules and disciplines on exports |

e  Strengthen therulesand distiplines on export-promoting meesures induding export subsidies and export-restricting messures
[ 5. State trading |

e Strengthen the rules and disciplines on export satetrading.
[ 6. Consideration for developing countries |

e Conddertheagriculturd traderules and strengthen the schemefor internationd food ad.
[ 7.Responseto the concerns of consumers and the civil society |

e Condder intermsof traderulesfor the concerns of consumersand the civil society such as stable food supply and securing food
ey

N /
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Fgure 16 Agriculture negatiations in the new Round
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Chapter Il  Sustainable Agricultural Development Through
Structural Reform (Related to Agricultural Policies)

Section 1 Current Conditions and Reform of the Agricultural Production
Structure

(1) Reform of agricultural structure

<1> Theproportion of rice production amount by busness farm househaldsis 36%, which isfar less
then that of other crops (70% to 90%). The cropping area per rice fam househald is only 1.5
times (84a) that in 1960. This showsthe dday in sructurd reform mainly inrice farming.

<2> It is concerned thet the recent price fdl of agriculturd products and the increese of import
amounts would have any adverse effects on "efficient and Sable famers' (*1) and motivaied
and capablefaamearsaming to become such farmers (digible farmers).  Important and urgent
issues are to improve the environment that enables "digible famers’ to dart management
innovation such as expanson of the management scale and crop trangposition and to promote
agriculturd Sructurd reform.

<3> The Minidry of Agriculture, Forestry, and Fisheries complied "Farm Policies Aimed a
Promating Structurd Reforms in Agriculture” in August 2001, The document indicates the
future direction of farm policies under the basic viewpoints of promation of Sructurd reform
through concentrated and prioritized meesures amed a “"digible famers' and vigorous
emphadis on hightpriority measures. The Minidry of Agriculture, Forestry, and Fisheries will
examine and implement the policies that comply with thisdirection in future.

*1 "Effident and Sble famers' refers to highly productive farmers whose annua working hours of

man workers are dmog the same as those of the workers of other indudtries and the lifeime
income per main worker isdmogt the samelevd asthose of other indudtries
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Hgure 17 Share of agriculturd production in vaue by farm pettern for each item (2000)

Total value of agricultural production 9.1 trillion yen

Unit: 100 hillion yen
(component ratio)

Semi-business

Business farm farm Side-business
Rice 23 (26%) households 36 households farm h??élseholds

28

Potatoes 2 (3%)
Technological 3 (4%)

agricultural
products

Vegetebles 21 (23%)

Fits 8 (9%)
remena pas & (5%)
Freshmilk 7 ( 8%)

cate O (5%)

Pes 5 (5%)

Others 13 (14%)
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Houre 18 Farm palices amed a promating sructurd reformsin agriculture

Eligible farmers

o Edablish famswhich indude cartified famersasthebegs of "digiblefamers”
o Vaify and review the currert oatified farmer system.
e BExaminethehandling of theformsand activities of collectivefaming conducted by

whole settlements, consdering enthusiadtic opinions and wnenthusiagtic opinions.

Farmers other than those indicated above

o Famerswho play acatainrdein maintaing and maneging locd agricuiturd
resources

e Thosewho play ardein symbicsisbaween peopleand neture (such asagricuiture
designed for hedlth or lifemoativationwithinarich neturd environment.)

Efficient and stable farmers J

Promation of mesaresbesad onthe
diverseraesof famers dc.

N

Farmers other than those indicated
above

1. Promoting structural reform to facilitate the development of farmers making
use of creative ideas
- Concentration of production resources in "eligible farmers" -

Concentration of famland and other production resources
Suppott for agriculturd corporationsasthe coredf locd agriculture
Newly esablishing cdllecivefamsand increesing their efficency
Sudiesonvariousformsof fams

Promoating structurd reform besed on product attributes

. Securing the confidence of consumers by building a system for supplying

Promoting measures in responseto roles

e Devdoping shared usefadliiestodimulate
produding arees, renewd of agriculturd irmigation
fedilities and findy tuned management in regponse
todversefomsaf faming

o Direct payment sygeminhilly and mountainous
arees

e Devdoping asysem of guidenceon knomedge,
technology, etc., needed for agricuiturefor those
whowish to engegein farming for purposeof
hedth or lifemoativation

29

safe, reassuring, and quality food \ y
- Support for conversion to business strategies from the consumer’s point of view-
e Cregting new added vauethrough disdosure of productioninformetion, tc., to consumers 4 Direction of other measures review )
o |mproving added v ueby introduaing highly sustainebleagriculturd production methods etc. L . . o
o Developing and diffusing technology to achieve higher added value e Badcraiondeon pricededsionsfor individuel
o Enhendinginformation provisionto consumershy adjusting labelson food, etc. commodtiesec.
o Expandingthemarket for domestically produced ingredientsthrough sronger linkswiththe e Developing abusinessimprovement support
food industry, efc. system for agricuiturdl businesses )
o Etablishing advanced distribution sysemsto sLit the cheracteristics of remote production arees e Gatheing and provisondf acourateand findy
ac. detailed dafistical information teil ored to needs
o Redluding food distribution coststhrough rationdlization o Promating thedevelopment of new technology
o Effidentimplementationof production
3. Developing a safety net to reduce risk from price fluctuation on farmers infrestructLreimprovement befitting regionel
attempting structural conversion charedteristicsand fam menagement.
- Reducing farm management risks caused by price fluctuations - o Promoatingintegration of subsidiesconcaming
development of sharedusemechinay,
o Devdopingassfey net to reducerisk from pricefluctugtionin order to eneble posttiveefforts fadlities etc.
for sructurd tranformation e Redudngthecodsof purchasing agriculturd
k maerid, ec. j
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Diverse agricultural management

a Agriculturd management in 2000

The agriculturd income per commercid farm household was 1.084 miillion yen in 2000 (decline
of 5.0% in comparison to the previous year). Due to the dedine of the non-agriculturd income,
the totd income of fam household was 8.28 miillion yen (dedine of 2.1% in comparison to the
previous year) and this trend is continuing Snce 1996. The same trend is observed in 2001 d<o.

b. Farmand agriculturd labor force

<1>

<>

d.

<1>

<>

<3>

The totd number of fam househalds in 2001 was 3.07 million, of which commerdd fam
households account for 2.29 million.  As the bregkdown, the number of farm househalds, thet
dont have any person, less than 64 years old, farming more than 60 days, remains a amod the
sameleve, while the number of the ather farm households are deding for this 10 years.

The farming population in 2001 was 3.82 million (commerdad farm households), a dedine of
70,000 in comparison to the previous year.  Although engagement of farming by retirees and
aged famerswho are continuoudy engaged in farming stop the downward spira of agriculturd
labor force quantitatively, aging of agriculturd labor force is progressng congderadly.

New famers

The number of new farmers from non farm househald is increesing. It is important to support
them according to the diversfied ways of engagement of farming induding engagement to the
agriculturd corporation..

Fogtering and securing efficient and stable agriculturd management

Actud condition of gpproved faamers

The number of goproved famers reeched 178000 as of the end of December 2001

(Approved famer: farmer whose agriculturd  manegement improvement plan thet wes
submitted and gpproved by the municipdity as the plan complies with the basc concept of

agric ulturd management compiled by the municipdity) As goproved famers are facing with
vaious issues in enthusagic implementation of management  improvements,  further
concentration and focus of paliciesfor them are necessary.

Promoation for incorporation of agriculturd management

Incorporaion is effective for improvement and development of management such as scde
expanson and diverdfication. Promation for incorporation is necessary while verifying the
actud condition of the new agricultura productiion corporate sysem that enables sdection of a
corporation mode.

Large scde management - an example of efficient and gablefarmers-

1) Lage scde management of rice cropping is achieving highly efficdent and productive

management using the benefit of scale with dramaticaly exceeding smal scale management
in terms of bath labor productivity and land productivity .
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2)

3

Andyss of fluctuation factors of totd income of fam households between large scde
management and smdl scde management indicates that the increase/decresse of agriculturd
income due to the recent price fluctuation of agriculturd products imposes serious influence on
the total income of farm households of large scale management since large scae management
is more dependent on the agriculturd income.

Under the environment thet prices of agricultura products are formed in gppropriate reflection
of the supply-demand Stuation and qudity evauation, improvement of the ssfety net is
necessary to reduce the fluctuaion of agriculturd revenues or income due to dramatic price
fluctuations It is ds0 necessary to examine the concrete mechanism on the condition of
public underganding.

e Vaiousworkforcesthat support regiond agriculture

<1>

<>

<3>

Agriculturd sarvice operator

Agriculturd service operators becoming more important Snce they compensate labor shortage
of individud farmer and provide hightleve technicd sarvices To demondrate the functions as
supporters for mantaining regiond agriculture, establishment of smooth complementary
relationship with other supportersis important.

Third sector

For thethird sectors (business entities thet are established by joint contribution by adminigrative
organizetions such as munidipdities and private sectors), functions fostering operaors as
workforces and business deveopment for revitdization of the region are dso expected.
However, Snce some third sectors are facing the deficit Sructure of managemeat, it isimportant
to obtain understanding of the regiond ditizen in establishment and operaion.

Community farming

Community farming (group agriculturd activities based on the fundamentd region of soad life
connected by farming and using agriculturd water asthe unit) isatechnique for efficient use of
the land. Not many communities goply integrated manegement and the securing of
sudtainable continuity as organizations is important. To secure the management of community
farming, it isdso important to establish the agriculturd corporations.

Participation of femdefarmers

Involvement of femaes in the policy decisonmeking processin arurd sodely and participation
of femdes in agriculturd management are progressing, however, the housekegping and
child-rearing 4ill demand high workload and improvement of the working environmant is
necessxy for promotion of further partidpation of femdes It is dso important to support
business promotion activities by femaesthat lead to revitdization of rurd arees.
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Fgure 19 Divergence of farm households during the period from 1995 to 2000
(Unit: 1,000 households)
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Fgure 20 Comparison of productivity and profitability by planted areaof crops scdein rice angle
farming (1998 to 2000, Prefectures)
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Fgure 21 The degree of contribution of the farming income and nonsfarming income to the increese/
decrease rate of totd income of farm household (Prefectures - rice Sngle farming)

(0.5to 1.0halevel) (5.0haand wider level)
%
4 Pension, gift and so on 4 7
B * Agricultura income
0 <« 0
2 |+ ? -2
-4 Non-agricultural Total income of -4
L income farm household 6
-8 r -8
-10 - -10 -

'94 '95 '96 ‘97 '98 ‘99 '94 '95 '96 ‘97 '98 '99

33



)

Securing and making effective use of farmland

<1>

<>

<3>

<4>

The cultivated aress have dhrunk by about 20% from 6.09 million hectares in 1961 to 4.79
million hectaresin 2001 and is till shrinking due to the abandonment of cultivation.

The utilizetion ratio of cultivated land has been in dedline over along teem. However, the ratio
in 2000 increased to 94.5% due to an increase of the totd cropping fidd area of wheat and
oybeans, continuing the trend following 1999.

Theright transferredarea of farmland isincreesing mainly by leesing and theintegrated useto a
large scele faming is progressing. However it is il insuffident.  In order to promote
integrated use of farmland to the agriculturd manegement to be fodtered, it is important to
increase the eforts such as promation of each meesure for integrated use of famland and
concentration of the measures to the management thet is enthusiadtic to the concept of scde

expandon.

Securing farmlands with favorable agriculturd management conditions is necessary for
promation of integrated use of farmlands and sufficient achievement of the effects. Promation
of generdization of paddy fiddsisaso important for activating land-extensve farming in paddy
fidds and promoating formation of mgor producing areaof vegetables

Fadilities of agriculturd irrigetion and agricultura weater supply play important roles asregiond
water supply functions, such as fire prevention and landscaping of rurd arees, as wel as
agriculturd production. To demondrate the functions on a full scde, planned improvements

and updating are necessary.
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Fgure 22 Trangtion of cultivated land, temporary meedows, and restoration
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Section 2 Supply and Demand of Agricultural Products

(1) Recent agricultural production

<1>

<>

The agriculturd production (quantity) in 2000 showed an increese of 0.3% compared to the
previous year due to increese of production of rice, whedt, and soybeans, dthough the
production of livestock has dedined. The agricultura producer prices of rice and vegeables
dropped by 5.9% due to the influence of increese of aop yidds Agriculturd production
meaterid prices droppedby 0.2% due to dedinein prices of feeds and fertilizers

The tems of agriculturd trade are continuoudy deteriorating, resulting in fdl of the index
number of terms of agriculturd trade by 5.2 points in comparison to the previous year. For the
improvement of terms of trade from a viewpoint of materid supply, raiondization and cost
reduction are necessary for didribution of agricultura materids and <0 on.  In paticular,
efforts are important in agriculturd cooperatives thet support amgor part of the digribution of
agricultural production materids

(2 Activation of land-extensive farming, mainly paddy fields

a Supply and demand of rice

<1>

<>

<3>

Recent supply and demand of rice have been essing dramdicdly. The production adjustment
area has increasad to 1.01 million hectares, which is the largest area in the previous hidory.
The price of voluntarily marketed rice in 2000 and 2001 has recovered to the leve thet exceeds
the price of the same term of the previous year in June 2002 as a resut of the " Urgent Gengrd
Rice Messures in 2000."  The price of rice in crop year 2001 is dso reaching the levd that
exceeds the same term of the previous yeer.

The rice consumption per capita per month in FY' 2000 increased by 0.1% from the previous
fiscd year in dl housshdds However, the amount has been dedining in FY2001. Incresse
of rice consumption is an important issue leading to redization of hedthy dietary pattern and
increase of food sdf-aufficency rate and devdopment of nationd movement B necessary.  In
paticular, increase of the frequency of use of rice dishesin school canteen (2.8 timesiweek as of
May, 2000) that supportsinheritance of the traditiond food culture to children and improvement
of digtary education are necessary.

To handle issues such as dramatic dedine of price of voluntary marketed rice, securing of
farnessin production adjustment, guiding of the sysem of rice cropping management gability
meeaures, the "Review of Rice Policies and Efforts for the Current Stability of Supply and
Demand " was determined in November 2001

In future, it will be necessary to implement steedy and effective reform by cooperation between
producer groups and adminidration on the bads of the undersanding and compliance a
producing arees.
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b.  Production of wheat and Soybeans corresponding to demand
Production of wheat and soybeans is increesng.  However, the sharp production incresse
without quelity enhancement causes increased mismatching of supply and demand.  Producing
crops corresponding to the demand and improvement and sability of yidd and qudity are
necessaty. For consumption, consumption of locad products must be promoted.
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Fgure 23 Trangtion of trade terms indexes of agriculture
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3)

Horticulture and livestock farming

a

<1>

<>

Increase of domestic production of vegetables and fruits

Import of vegetables has been recently increesing and, in 2001 dso, the import is increesing
dthough the rate is more gradud then that of the previous years. In particular, imports from
Chinaareincressng.

Regarding green onions whose import increesed shaply, in April 2001, the Government
invocated a provisond meesure of a generd safeguard for three items induding green onions
due © dedine of domedtic price and domedtic faamers income. From 2002, the Government
established a JapanChina Agriculturdl Trade Coundl and is discusing orderly trade with
Chinesedde

To enhance the condtitution of the loca producers that can compete with imported vegetables,
the Governmeant is making dructurd reform of vegetable production using the following
drategic modds as the guide 1) reduction of cog, 2) transactions based on contracts, 3)
production of high vaue added products

Since the production and qudlity of fruits are undable due to the influence of weether change
and dternate bearing, management sability measures have been introduced for production of
Unshu mendarins and gpples since production year2001, based on enhancement & meesures
assodiated with supply and demand adjusments.

Since overproduction was predicted for Unshu mandarins in 2001, production was adjusted on
the nationd scae by the Fruit-growing Industry Promotion Specid Messures Act.

Although consumption of fruits has recently leveled, consumption of fruits by the younger
gengdion is dedining. To promote consumption, the " Naiond Coundl on promation of
digtary pettern with Fruits' garted "Movement of teking 200g of Fruit Everyday” from August
200L

b. Deveopment of livesock farming through assodiation between crop cultivation farming and

<1>

<>

livestock farming

The supply and demand of livestock products was sable in FY'2000. However, in FY 2001,
the production of besf dedined due to the dedline of beef consumption triggered by the
discovery of BSE infected milk cow. To Séhilize the operations of livetock farmers, various
meesaures rlated BSE have been taken.

Production increese of domedtic feed is extremdy important for enhancement of the feed
sf-suffidency rate and reduction of production cogt. In FY 2001, the production of domedtic
fead is expected to dedine due to a reduction of cropping area and yidd.  Improvement of
yidd and expanson of cropping areaare necessary on feed crops
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<3> High gracke egudization is necessxy for yidd of feed crops by encouragement of besic
technology. For expangon of cropping aress, Utilization of existing cultivated lands induding
peddy fieds is important. Cropping aress of rice fermentation roughages have incressed
dramaticdly in 2000 and 2001 since they can be produced in paddy fidds, leading to effective
utilizetion of paddy fidds Such assodation between crop cultivaion farmers and livestock
farmersisdso important in future.

40



250

200

150

100

50

Figure 25 Transtion of bregkdown of imported vegetables

10,000 tons

¢ Others

“+— Processed tomato products
................. - Salted vegetables, and so on

Frozen vegetables

“— Fresh vegetables

Hgure 26 Trangtion of planted area of feed crop

1,000 tons

l—Production .
4500 {./.\’\./.\. .+ (5,080)
o
3500 (3.780) (3,900)
1,000 t/ha
1100 faPIantedareaof feed crop - ~ 45
AP v Singleyield (right scale) -
1000 et | [T A ;
v [T] 1 40
900
Field 13
200 Cropping by
— ] . production
100 | [ adjustment
Paddy field
0 J 0
‘85 90 '95 '99 '00 'O1 ‘01 '10
(Target)

41



Section 3 Development and Diffusion of Agricultural Technology

@)

@

<>

<2>

Research and development of biotechnology and promotion of understanding of
the nation

<1> Dramdic impgrovement of crop productivity caused by biotechnology is expected. FHerce

internationd competition is developing for rice genome research, and we have dreaedy decoded
160 million base pairs, which accounts for about 40% of the totd, a high precison. Infuture,
the Government will complete decoding of important base sequences and accderae the
research, targeting the early achievement of breskthrough of isolation function of 100 or more
of usable genes and subssquent patent regidration.

For development and practicd use of gendticdly modified agriculturd products the safety is
being assessad by assodiation of the Minidry of Agriculture, Forestry and FHsheries, the
Minidry of Education, Culture, Sports, Sdence and Technology, and the Minidry of Hedth,
Labor and Wdfare It will be important to postively handle various requests and suggestions
in response to the concerns of the nation in future

The entire Government is meking efforts for ratification of "Cartagena Protocol on Biosafety™
that was adopted in 2000.

Development and diffusion of technologies that support fields of agricultural
production

<1> Devedopment of agriculturd technology such asvarieties and cultivation technology contributes

to the improvement of productivity and qudity. For ingance, by development of breeding and
cultivation technologies on new varieties of wheet, a useful cultivation sysem for avoidance of
the damage by rainfal during harvest is expected to be established in Kyushu areas In thisway,
the devdopment and diffuson of the technology corresponding to the regiond condiitions are
progressing for the issues in the production fidds.

In addition to the role played by the Government, the technology developed and diffused by
locd Governments and private sctors has played a dgnificat roles  For ingance, the
Government, locd Government, and locd enterprises jointly cultivated 14 varieties of 11 kinds
of wheat and 3 kinds of barley with various characteridtics. In future dso, such associaion and
cooperation between these rdated organizations, in addition to the Government, are important
and usful.
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Hgure 27 Normd flow of safety assessment of genetically modified agricultural products
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Chapter Il Actualization of Recycling-oriented Society by

Coexistence and Exchange between Rural Areas and
Urban Areas (Related to Policies on Rural Areas)

Section 1 Maintenance and Improvement of Agricultural Material Circulation

Functions

(1) Global environment and agriculture

<1>

<>

Agriculture and the environment mutudly influence. For indance, an ingppropriate fidd

burn-off farming caused expansion of forest destruction and contributed to the globa warming.
On the other hand, globd warming is one of the factors thet disturb the future trend projection of

food production.

To solve globd environmentd problems it is important to build a recyding-oriented society
through sustainable agriculture that isin tune with the environment in materia drculation.

As the internationd framework regarding globa environmentd problems, "United Nations
Framework Convention on Climate Change', " Convention on the Biologica Diversty” were
sgned and "Kyoto Pratocdl” and "Cartagena Protocol on Biosafety” were adopted.  To secure
effectiveness of each convention, various eforts are being mace within the agriculturd fidd in

Japan.

(2 Building a system for recycling-use of food wastes and waste derived from
agricultural production

<1>

<>

<3>

Under the Basic Law of Food, Agriculturd and rurd aress, systems are baing developed for
recyding use of food wagtes and wastes derived from agricultura production.

For livesock manure, improvement of manure processing fadlities based on the Law on
Approprigte Tregtment and Optimization of Livestock Manure is progressng.  Further
promotion of digributed use of manure by assodiaion between crop cultivation faam and
livestock farm is important.

For food wastes, the food recyding law was enforced in 2001. For the food wastes discharged
from operaors, deedy efforts are developing such as recyding based an the lav.  For food
wagtes discharged from househol ds, examination of the messures for promoting the recyding is
necessay.

The use of biomeass resources such aslivestock manure and food wadtesis gradudly penetrating
as energy resources duitable for he recyding-oriented society. Minidry of Agriculture,
Forestry and Fsheries is dso promoating development of technology for converting biomass
resources to energy resources such as methanal.



<4> The output of pladtics usad for agriculture has been recently decreesing.  The proportion of
recyding has been increesing.  The recyding rate of wadtes of containers and packaging has
been increesing dramatically since the enforcement of the Law for the Promotion of Sorted
Garbage Callection and Recyding of Containers and Packaging in 1997.
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Table9 Influence of globa warming to agriculture and food security worldwide

<Tropical and arid zones>

The production deceases due to a dight temperature increese. The area where rainfal decresses
dramaicaly suffersfurther adverse effects.

<Horse-latitude area>

Agriculturd production incresses in Some aress as a realt of rise of the average annud temperature of
sverd degress or less. Agriculturd production decreases as a whole in mogt aress as aresult of the
rise of the average annud temperature by more than severd degrees (induding some exceptions).

<General>

When the average temperature on the ground rises by severd degrees or more, food prices incresse due
to the dday of increase of supply comparing to the food demand on aglobd scde

Fgure 28 Circulaion and messures of organic substances originated from food and
agriculturd production
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)

Diffusion and settlement of a production method using the material circulation
function of agriculture

<1>

<2>

<3>

<4>

Sail is an important foundation for safe and high-quidity food production and long-term efforts
are necessary to cregte highly productive soil. However, it is of concern thet the recent dedine
of soil devdlopment by manure is leeding to deterioration of materid drculaion function of
ayriculture.

To mantan and improve the maerid drculaion function of agriculture and form a good

evironment, diffuson and settlement of environment conservationa agriculture are necessary.
The number of gpproved farmers (eco-farmers) based on the Law on Promoation of introduction

of sustainable method of agricdturad production has been increasing steedily (7,650 persons: s
of February 2002).

Many consumers request organic agricultura products due to increesing avareness in food
sdey. The ingoection goprovd sysem of organic foods that was introduced due to the
enforcement of the so-cdled revised JAS law in 2000 is a useful method for producers to
convey added vaues of products to consumers.

For edization of sable management of famers who tackle environment conservationd
agriculture, it isimportant to secure a stable sales channd through interchange between farmers
and consumers and assodiation between farmers and didtributors

A high propation of farmers who are exercdiSng environment consarvetiond agriculture is

implementing contract production and/or direct sdes to consumears Such exerdise contributes
to the securing of dable sdles channds
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Fgure 20 Management Satus of farmers who are tackling environment conservationd agriculture
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Section 2 Demonstration of Multifunctionality of Agriculture

@)

@

)

Contents of multifunctionality of agriculture

<1>

<>

The multifunctiond roles thet are derived from gppropriate agriculturd production attivitiesin
rurd aress achieve various effects nduding land consarvation, fosering water resources, the
preservation of the natura environment, the creation of beautiful landscapes, and tredition of the
culture. These functions are important for gability of the liveihood and economy of the
netion

In November 2001, the Science Coundil of Jgpan (Government organization established for
enhancement and development of science and reflection and infiltration of sdence to
adminidration, industry, and livdihood of the nation) reported for the consultation (December
2000) regarding the evduation of the multifunctiondity of agriculture and forestry thet was
implemented by the Minigry of Agriculture, Foresry, and Fisheries  The report describes the
actud contents and the mechaniam of the multifunctiondity of agriculture, and dso describes
the results of quantitative evauetion that was sampled based on the discussions such as the
gpecid committee of the Science Coundil of Japan.

Infiltration of the understanding on the multifunctionality of agriculture

To promote underdanding on the multifunctiondity of agriculture, the loca Government of each
region holds symposums and provides informetion.  Some locd governments teke financid
measures and set up land utilization plans for maintaining multifunctiondity. In future, further
effortswill be necessary in order to obtain a degper nationa underdtanding for multifunctiondity by
using the reports from the Science Coundil of Jgpan.

Lessen of Children's agricultural experiences using the emotional development
function of agriculture

<1>

<>

For children, agricultura experiences are expected to foster rich emotiond advantagesand bring
ubdatid effects regarding pasond devdopment.  Children are very enthudadic for
participation in agriculturd experiences and they request such opportunities.

Agriculturd  experiences are important efforts for dimulating children's undersanding of
agriculture.  Further efforts of promation in this regard are important, such as setting active
opportunities far agriculturd  experiences and improvements of experience contents in
asodation with the Ministry of Education, Culture, Sports, Science and Technology and related
organizaions

49



Fgure31

~ Air purification
. Prevention of soil erosion
- LA T S
a Prevention of landsl

Prevention of floods
(by holding/storing rain water)

Climate modification

S,

Preservation of biodiversi y
and wildlife habitats

Management of organic wastes

Ecological
conservation

Purification of water

Fostering water resource
S

AP
Cultivation of artistic sentiments

—1

Gilamtt watien tuig

50



Table 10 Currency evaduation of multifunctionarity of agriculture

Function Assessmantt technique Asessedvdue
Preventing floods Alternetion technique 3,498.8 hillion yen/year
River flow gbility Alternetion technique 1,463.3 billion yenyear
Underground water nourishment Direct technique 53.7 hillion yen/year
Preventing soil erogon (flow -out) Alternation technique 3318 hillion yenlyear
Preventing landdides Direct technique 478.2 billion yenlyesr
Managing organic wastes Alternation technique 12.3 billion yen/year
Climate modification Direct technique 8.7 hillion yenlyear
Hedlth recreation and serenity Trave cod technique 2,375.8 hillion yen/year
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Section 3 Current Situation in Rural Areas

(1) Economic development in Japan and change in relationship between rural areas
and urban areas

<1>

<>

Rurd areasin Jaen have supported the economic growth by supplying humean resources, land ,
and cepitd.  As a result, some problems, such as deterioration of living environment by
population concentration and depopulation and aging in rurd areas, occured.

Correction of imbdance of land devdopmet such as the ggp among regions and
overconoantration in Tokyo is one of the important issues

(2 Transformation of the rural society

<1>

<>

<3>

While the populaion is dill increesing in three mgor metropoliten aress, in particular, in the
Tokyo region, the population is continuoudy dedlining in locd regions. In rurd aress, the
decrease in the number of children and the aging of the populaion are advancing quickly and
the aging rate of farm population (rate of familieswith the age of 65 or older) is 28.6% (2000).

In the three main metropalitan arees, the ratio of the number of fam households in each
community is dedining in conjunction with continuous dedline in the number of agriculturd
communities due to urbanizetion and co-hebitation of farm households and nonfarm
households.  In the urban and surrounding aress, deterioration of community functions is
feared; for example, in many communities water channds are managed by farmers only.

The number of agriculturd communities is dedining in locd regions dn. In paticular, the
maintenance of communities has become difficult in depopulated aress and the number of
regions requiring "reorganizetion of community functions' to implement community activities
covering awider area beyond the exising communitiesisincressng.

(3) Current conditions and issues in hilly and mountainous areas

<1>

<>

The hilly and mountainous aress produce about 40% of agricultura productsin Jepan and Snce
these areas are generdly located in upstream arees of rivers, they play arole as abreskwater that
protects the living foundation of urban resdents in the downstream area by demondration of
multifunctionality through agricultural production activities

Mog hilly and mountainous aress are on Segp, smdl, and irregular fidds, so that they are under
less favorable agriculturd production conditions then those of fla lands  Consequerntly, as
many farmers reduce the scale of adtivities or give up farming dtogether, the rate of the lands
thet have been abandoned from cultivation is dmog as double s thet in flat lands  On the
other hand, high expectation is placed on the devdopment of spedid agriculture such as the
production of tedty rice produced using the temperature difference within aday.
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<3> Based onthe"Sysem of Direct Payment in Hilly and Mountainous Arees' that was established

<4>

to prevent abandonment of cultivetion in hilly and mountainous aress and to secure
multifunctionglity, about 30,000 community agreements, which were nesded for receiving the
direct payments, were conduded in agriculturd lands of about 630,000 hectaresin FY 2001

Adtivities based on the community agreement indude various adtivities with joint efforts

according to the actud condition of the region aswel as mantenence and management of water
channdsand farm roads
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Figure 32 Trangition of population changes of three mgor metropolitan areas and locd areas

10,000 persons
4 r
30
20 Osaka ared®_«—— Tokyo area
10

0
-10
-20
-30
-40
-50
-60

1965 1970 1975 1980 1985 1990 1995 2000

Figure 33 Trangtion of proportion of aged (65 yearsold or older) and minors (14 years or younger)
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Stuated on dopesand cultivation abandoned land rate (2000)
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Section 4 Comprehensive Promotion of Rural Areas for Actualization of a

Recycling-Oriented Society

The recent issue is the solution of the "negative inheritance from the 20th Century” such as
excessve load on urban resdents like overcrowding caused by the process of economic
development and the dday of improvement in living environment fadilities in rurd arees. To
solve these problems it is important for the rurd arees and urban aress to condruct nutudly
benefiting relationship thet can enjoy mutud atractionsand actudize arecyding-oriented sodiety in
harmony with the environment by co-habitation and interchange with their demondration of the
characteridics both rurd areasand urban arees.  The co-habitation and interchange are assisted by
the improvement of access between rurd aress that have comfortable neturd environment and
urban aress, and meking available for rurd aress the infragtructure thet is no less then thet of urban
aessand |vicesthat are avalablein urban areas.

(1) Necessity for vitalization of rural areas

<1>

<>

<3>

Vitdity of the rurd sodety is dedining due to insuffident employment opportunities, dday of
improvement in the life infragiructure and insufficient services thet are avalable in the urban
0aey, inrurd aess

It is difficult to re-vitdize community activities thet are dagnant due to the decresse in
population and aging Smply by intrindc activities of the adminigration and the resdents of
municipdlities as the units  Revitdization of rurd aress must be tackled by requesting support
by urben aress.

As the resllts of urban/rurd area exchange adtivities, resdents of rurd aress indicate
re-recognition of the attraction of their regions and introduction of opportunity on beatification
and consavaion of the environment of the region.  Interchange with urban aress is necessary
torevitdizerurd aress

(@) Increase of interest in rural areas by urban residents

<1>

<>

<3>

Public opinion survey indicates trandformation of emphads of peoples awareness from
"materidism” to "spiritudism’. Those who wish to experience life in nature such as "enjoying
tranquil countrysde' areincreasng.

An increesing number of urban residents are disstisfied with ther living environment such as
poorer living conditions and sefety in urban areas with more sressthan rurd aress

With the background of such dissstifaction, thase who chose rurd aress as the ided locdlity
due to the stidaction of thelifein rurd arees where their rich nature provides' heding." The
number of resdents in urban areas wishing to move into rurd aress is increasing, seeking for
hedthy life and new lifesylein rurd arees
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Fgure 35 Reaults achieved by interchange with urban resdents (multiple answers)
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Fgure 36 Trangtion of the concept in future lifestyle
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Fgure 37 |ded resdentid aress that are percaived by the people

Three major metropolitan areas (23 districts in Tokyo, T T T T 1
Y okohama city, Nagoya City, and Osaka City) ]

Cities with population of 300,000 or more in three

major metropolitan areas and the seats of prefectural ;I
offices

Other cities in three major metropolitan areas ]

—
Local nucleus cities (Sapporo City, Sendai City,
Hiroshima City, Fukuoka City, and Kitakyushu City)
Local main cities (cities with population of 300,000 or N 1996
more and the seats of prefectural offices) N 2001

Other citiesin local regions |

Towns and villagesin local regions | ]
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)

Issues and direction of solution for creating new rural communities

<1>

<>

<3>

<4>

<5>

<6>

Cregtion of open rurd society

As the problems for sdtling in rurd aress, some urban resdents indicate low employment
opportunities and complicated humean rdaionghips It is necessary to improve conditions to
fadilitate urban resdents to participate in rurd aress by reviewing the old cusoms.

Socid foundation of rurd aress

Improvement of the fundamentd living environment in rurd aressis dill a alow levd. It is
necessary to improve the socid foundation thet fadilitates acoess to urban aress by daifying the
image of rurd aress that are to be targeted by resdents of rurd arees subjectivdy and
asndding operations and policies under the orderly land utilization schemes. In addition, the
asoaaion among operaions by Governments is necessary.

Mesaurefor aging

Improvement of condiitions such as barrier-free concept is necessary to endble older peoplés
life-time participation in attivities as operators of arurd sodety. It is feared thet there would
be a deteioration of wdfare sarvices such as dday of patidipation of private care sarvice
companiesinto rurd areas and reduction of agriculturd management scales due to the burden of
aged care. Active participation in care services by agricultura cooperativesis necessary dueto
the future increase in the number of aged personswho require care.

Promoation of indudriesin rurd aress

Therdle of direct sdes depots is atracting atention through interchange with urban aress and

the depots are bang evduated as a means for the credtion of employment and income
opportunities in rurd aress and places for interchange with resdents of urban aress. Some

municipdities are developing compound agricultura business for promating locad employment.
In future, it will be necessary to promate the operations such as creation of brands for securing

repest cutomers and propaganda using locd resources

Improvement of information basein rurd arees
Snce the Internet utilization by farmers is lower, devdopment of a sysem stiding the
reguirements of farmersis necessary to improve this sitution.

There is a ggp between rurd aress and urban aress in improving condition of the advanced
information communication base The urgent task is to improve this communication base to
prevent a new ggp in the living condition and economic condiition that may be crested by this
0% 0]

Coexigence with neture

To prevent destruction of the ecologica system by public worksthat place priority on efficiency,
it is necessary to promote operaions that give condderation to the environment, by trying to
obtain consent of locd resdents

In this viewpoint, the Land Improvement Law was revissd to give condderdion to the
environment and was enforced from FY 2002,
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FHgure 38 Condition of mgor living environment facilities (March 2000)
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Fgure 39 Trandtion of Internet utilization rate by ooccupetion of the heed of household
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4)

Concrete efforts for interchange between rural areas and urban areas

<1>

<>

<3>

<4>

While the tendency of the nation towards "spiritudism” is becoming sronger, urban resdents
are agpiring "comfort” and "tranquility” to loca resources of rurd aress such as the rich nature
and beautiful landscgpe.  Reddents of rurd aeas ae placing high expectdions on
revitdization of interchange between urban areas and rurd aress such as green touriam from
viewpoint of regiond deveopment.

Many urban residents intend to vist rurd aress more often.  The requirements vary over a
wide range from leisure to desp involvement in agriculture and/or rurd life

Rura areas mugt provide various choices corresponding to such requirements. Therefore, it is
important to edablish a promation sysem that locd resdents can make efforts such as
improvement of projects usng locd resources and grasping the urben resdents  nesds and
related organization supportstheir efforts.

"Colaboration " is developed in many aress. "Colaboration " means thet urban residents who
are intereted in faming expeience and rurd resdents who wish to enhance regiond
consarvation cooperate with each other.

To widdy promote co-habitation and interchange between urban aress and rurd aress as
mentioned above, improvement of a support sysem for NPO, which is the center of the

adivities is necessary.

The agriculture in urban and surrounding aress produce about 40% of vegetables and flowers,
and ornamentd plantsin vaue, and dso play variousroles such asformation of landscapes and
providing opportunities for farming experiences. The efforts for the establishment of wdfare
plantations usedfor rehabilitation of the handicgpped persons are dso increesing.
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Fgure40 Lesure adtivitiesin rurd areas which urban resdents wish to experience more in the future
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