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f_ 'I‘his study describes' and appraiees the extent nature and
o sources of cornpemion affecﬂng the eales of U, S. farm producte s
LT the .Japanese market during 3,950-64 Recent trends and de=
. velopments— are mentioned as indlcative of what lies ahead in .
- ‘demand" and competidon, - Farm resources, production trends and
" farm’ policies are considered. '
' Factors ‘noted on the deinand side for farrn producte are thoee '
: . that are expanding and chang!ng Japanese demand guch as popula-
; tion growth rising consumer income, urbanizal:lon, Westernizatlon, _ R
: ' and product substitution. Considerable emphﬂeis is given to Jdpari's .
i : capacity to import as determined by the growth and strengﬂ‘l’oﬁ the
: - . .general economyn /export markets, Toreign’ exchange earnings, and
~  Palance of payments. s oo
R Farm imports are discussed as an integral. part of the hroader
economic framework For example, Jipan's practice ofhuying farm
products to obtain and hold markets for its mamifactured goods as;’
. this practice affects the u,5. share. .of the market is- diacussed at
. some length in the report. Another ‘aspect of trade: policy stressed”
concerns access to’ the maricet interms of import conu'ole and trade L. [
‘batrriets, . 4 S ‘
.\ The’ analysis of competi..iorx in selling snlected commodities is o
approached from 'the standpoint of world supply, potennal supplying - oy
-countrles and leading sources of supply that compete with.,s., « . 4
- interests In the marKet, Products selected for sfudy.are rice, wheat, - . %
. barley, Jraieins lemons, corn; ‘gzain sorghum, cottor, tobacco,
"soybeans, safﬂower seeds, hides ard skine, taliow, poultry, and
" nonfat dry milk.’ ' [ AR
- Most of the data. used are from ofﬂcial Japaneee sources. “The L
author hag relied heavily upon ‘the Office.of the U. S, Agricultural o
Attache in Tokyo and commodtty specialiste of the Foreign Agrl—- St '
- cultiiral Sérvice of the-Department of’ Agriculture for analysis of .
the .data and. eupplemental material Any errors, howover, are the
reeponsibﬂity of the author. P L Do
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SUMMARY

Japan imported agricultural products valued at $2,683 million
in 1964, an increase of mare than 12 percent over the Previous
year. The 1964 figure was near’y double the [952-54 average and
more than rriple the 1950 figura. The value and the rate of growth
established Japan as one . the largest and fastest growing farm
markets in the wor'Z, In this rapidly expanding and highly valued
market, the United States holds a strong position. Although com-
petition is keen, Japan--already the U.S. farmers No, 1 market--
promises to become the first $1 billion outlet for 17,5, farm
products.

Of Japan's nearly $2.7 billion farm import biil in 1964, the
United States supplied $820 million, 31 percent of the total, Pur-
chases from the United States Increased 19 percent over 1953,
The U.5, share of the market averaged 32 percent for 1952-54
compared with 29 percent for 1962-64.

For most U,S, farm exports to Japan, a buyer's market gen~
erally exists with alternative sources of supply for all or part of
Japan'’s needs, Faced with a growing import bill and periodic
balance-of-payments Problems, Japan puts much effort into buying
where the rerms are most favorable. Successful sellers in the
Japanese market must compere in such matters as price, quality,
Promptness of delivery, financing, and reliability. These general
competitive factors require, in addidon, promotional efforts, perc
gonal contacts, servicing, understanding Japan's requirements,
and correcting conditions that cause dissatisfaction, The Unired
States has done wel] in meeting these gelling requirements,

Japan, relying so heavily on foreign trade, has an unustvelly
Strong incentive to buy farm broducts where the purchases will
help expand and diversify markets for irs exports, largely maru-
factures, This incentive is most likely to inflyence buying decisions
where the seller is an under-~-developed neighboring country, where
the seller has an unfavorabie balance of trade with Japan, and where
Japan has strong long-term trading ambitions as a supplying nation.
To the extent that this ig a factor, the United States has trouble
countering ir,

Several factors influence the duantities, types, and qualicy of
farm producrs that Japan can and will buy, Population growth is
adding nearly 1 million Persons annually to the consumer market,
Incomes are rising year after year, Land suitable for expanding
cultivation is limited, and opporwunitdes for expangion have been




widely exploited. The expected increases in food and fiber require-
ments of the future will be met largely by imports.

Rapid gains in consumer purchasing power are not only in-
creasing demand but are also shifting demand from the cheaper
starchy foods to the more expensive foods, such as meat, milk,
eggs, and fruits, A policy of producing rather than importing many
livestock products is booming the demand for feed grains and other
ingredients that go into livestock feeds.

The costs of producing farm products in Japan are high,
Japanese farmers, however, receive Government subsidies paid
primarily as price supports on commodities for which domestic
demand is strong and increasing. As a corollary to high support
prices, the domestic market is protected by nontariff and, to a
lesser extent, tariff barriers, Progress toward liberalization of
import controls has eased the problem of getting foreign supplies
into Japan generally, hut not for many of the price-supported
items,

Principal U,S, farm products for which Japanis a major market
include cotron, soybeans, whear, corn, grain sorghum, barley, rice,
hides and skins, tallow, tobacco, raisins, lemons, safflower seed,
poultry, and nonfat dry milk, The list is growing.

Competition from other countries varies considerably among
products and from year to year, The United States and Mexico are
the major competitors in cotton sales. Soybeans are supplied
primarily by the United States and Mainland China. The United
States, Canada, Austrzlia, New Zealand, and Argentina Provide the
bulk of wheat, barley, hides and sking, tallow, and grain sorghum,
Corn imports come largely from the United States, South Africa,
and Thailand. Zambia, Malawi, and Rhodesia {formerly Northern
Rhodesia, Nyasaland, and Southern Rhodesia) now provide the most
serious competition to the United States in supplying flue-cured
tobacco. Talwan, Burma, Mainland China, and Thailand compete
with U,S, growers for rice sales. The United States has supplied
the hulk of the market for raisins, lemons, safflower seed, poultry,
and nonfat dry milk in recent years.

Some important U,S, farm products are facing competitive
problems arising from product substitution; Manmade fibers re.
Placing cotion; detergents substituting for tallow-based soaps; and
plastics repiacing leather. The United States is the leading supplier
of cotton, tallow, and hides and skins,

The outleok for the general economy is for the gross national
product, rising at around 10 percent annually over the last decade,
to continue growing though at a reduced rate. A recession, which
started in late 1964 and condnuyed through 1965, is causing some
pessimism among the Japanese. But exportg continue hrisk and
Japan's economy remains hasically sound despite some slackening
growth and weaknesses, The balance-of-payments position is good,

vi
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THE COMPETITIVE POSITION OF U.S.
FARM PRODUCTS IN THE
JAPANESE MARKET

By Hughes H. Spurlock, Agricultural Economist
Foreign Regional Analysis Division
Economic Research Service

ECONOMIC FACTORS SHAPING TRADE TRENDS
AND DEVELOPMENTS

GENERAL ECONOMIC CONDITIONS AND PROGRESS

The size and character of the Japanese market for farm prod-
ucts are inseparable from the general health and growth of the
overall Japanese econonmy. Japan's success in keeping the economy
strong has been cutstanding.

At the close of World War TI, the country was virtually in ruins,
Industrial production was rurning at one-third of the 1934~36 level,
One-fourth of the capital equipment had been destroyed, Agriculture
was producing only 60 percent of irs brewar output, Exports had
practically vanished, Inflation and the black market flourished,
The job of reconstruction was nat completed until the early 19350's,
probably around 1952-53 (26).2 U.S. assistance was important in
helping Japan to reconstruct,

Progress and accomplishments since the end of reconstruction
have been excellent. Over the last decade, Tapan has achieved
an annual economic rate of growth around 10 percent—-the highest
rate attained by any coumtry for which comparable statistics are
available, The rate of growth slackened after 1961, but soon re-
covered, It dropped again in 1965, but is still averaging higher
than the nearly 8 percent planned by the Government in establishing
targets for the 1960 decade,

Actually, the anncunced Government plan~~referred to gen-
erally as the Income-Doubling Plan--proposed to double national
income by 1970, This calculation called for an annual compound
rate of growth of 7.8 percent in the gross national product, The

lUnderscored numbers in parentheses refar ro items listed in Selecred
References, p, 115,
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productivity drive has succeeded beyond expectations. Itnow seems
probable that the targets set for 1970 will be reached well ahead
of schedule,

Economic strength was evident in 1964, the most recent
year of record, and extended through all sectors of the econ-
omy, though not evenly, Industrial output, exports, imports,
wages, employment, and consumer expenditures all moved ahead
briskly and registered strong gains., Total consumer expendi-
tures in 1964 increased by 12 percent; much of the increase
occurred among low-income groups, adding broad strength to
the market,

Stresses and strains that usually accompany high economic
activity continued to make themselves felt in 1964, Keeping con-
sumer prices reasonably stable was causing concern, though the
problem was not considered critical, Recently announced plarscall
for keeping consumer price increases down to 2.5 percent annually
tarough 1968, With consumer Incomes rising much faster than
prices, the level of living continues to improve rapidly despite
price increases, Japan's wholesale price index remains rather
stable; there is no evidence that export goods generally are not
priced competitively in the foreign market. On the contrary,
Japanese ships, steel, machinery, and other exports are selling
exceptionally well.

Some observers point out that the Japanese success cloak cexrtain
weaknesses and potentlzl pitfalls. These observers point out that
Japan's high rate of economic growth has created undesirable
imbalances that threaten future growth, inflation is cited as one
such threat, Neglect of public-sector expenditures in favor of
a rapid buildup in modern plants and factories (the means of pro-
duction) is also pointed to as a potential bottleneck., Another weak
spot mentioned is dependency on foreign capital imports to offset
unfavorable balances in the current account. Those who hold such
views suggest that a slower rate of growth with all sectors of the
economy moving ahead at a more even rate might be preferable.

Japanese Government plans are in the nature of "indicative
planning.’" The Governmment does not control priorities for invest-
ments in a mandatory sense, as the Communist countries do,
for example. The Japanese Government can and does influence the
rate of growth through monetary policy and other indirect controls.
The plans committing the Government to promoting economic
growth and setting targets give Japanese businessmen guidance and
confidence and serve a useful purpose. But the Government does not
control the decision-making processes in the economy. Business
groups are relied upon to take corrective action when industry is
overproducing, Government spending programs or tax cuts io
increase demand have not been extensively used,
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Since reconstruction Japan has had four recessions centering
in 1954, 1957, 1961, and 1965. But the first three recessions did
no more than provide for retrenchment and had little lasting effect
on economic growth, The Japanese businessman's eagerness to
Invest and the Japanese consumer's growing desire for more goods
and services have led to heavy spending for imports and imbalances
in the foreign account,

Despite the high rate of growth, prices have been fairly stable,
and Japan's economic strength far exceeds the weaknesses, The
economy can rightly be described as strong, sound, and promising
for further long-term progress. There are, however, certain diffi-
cult areas in Japan's economic situation that have serious impli-
cations for foreign trade. Some of these are discussed in the report
as they affect markets for U,S, farm products,

DEPENDENCY ON FARM IMPORTS

Except for a skilled, educated, disciplined, and industrious
labor force, Japan has relatively few resources--including agri-
cultural resources, Heavy buying of food and fiber by the Japanese
from foreign sources reflects the fact that Japan does not have
sufficient farmland to grow the nation’s needs, Japan's farm im-
ports include supplementary products, such ag wheat, rice, and
soybeans, to bridge the gap between domestic preduction and re-
quirements. Other imports, such as cotton, wocl, and soine tropical
products, are not grown in Japan to any significant extent and
must come almost entirely from outside sources, Japan's farm
import needs are large enough and inclusive enough thart agri-
cultural exporting countries with temperate climates, such as
the United Strates, and those with tropical climates, like Taiwan,
are selling farm produce to Japan in increasing quantities,

In many respects, the Japanese market is similar to markets
in countries of Western Europe, From the point of view of U.S.
agricultural export interests, both Japan and the industrialized
countries of Europe are excellent cash customers, Such nations
not only need to import large quantities of food and fiber but also
possess a thriving manufacturing industry and trade which supplies
foreign exchange with which to pay for imports,

Japan’s geographic and economic position most closely re-
sembles that of the United Kingdom. Both countries are islands
situated alongside continental land masses and committed by
necessity to adopting an economic policy built around importing,
processing, and exporting. Such countries must trade on a large
and growing scale to live and prosper. The Japanese are con-
stantly pushing for new and expanded markets as outlets for their
energetic production at home, Diplomacy is shaded with what Gov-
ernment officlals view as deference to necessities; hence, the
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Japanese are willing to trade with all countries, including the
Communist areas of the world,

Along with the rapid growth in the economy, have come great
changes that touch the life of every Japanese citizen, Some of
these changes have a strong significance in shaping Japan's
shopping lists in worlg maxrkets,

GROWTH AND CHANGES IN DEMAND

While the aggregate Japanese demand for farm products is
marked by g strong expansion trend, the changes occurring in the
demand structure are becoming more and more important to
sellers of specific producrs, The growing affluence of the J apanese

stand out as determinants of the size and nature of the Japanese
market both now and in the years ahead,
Japanese population bassed the 97 million mark in 1964,
ranking Japan as having the seventh laxgest population in the world,
The increase since 1950 totals close to 14 million~~-abour equal to
the toral number of people living in both Australia and New Zealand,
The rate of growth has been slowed down to less than 1 percent
annually, a low rate compared with the Far East and many other
parts of the world, but not Insignificant in relation to J apan's agri-
. cultural resources, The addition of nearly 1 million mezre con-
Sumers in an already crowded, small country creates problems in
feeding, clothing, and housing, The J apanese Governmentestimates
that the population will reach 102 million by 1970,

This is not to imply that Japan faces a Pbopulation explosion
which threatens the country’s economic future, Supplying focd and
: fiber for 5 million additional pecple is within the capabilities of
g Japan, provided that Japanese goods and services can bhe sold
; abroad, Only part of the new demand for farm products will likely

be mer by increased Production on Japanese farms; the remainder
will need to be imported,
That a larger population will require more food and fiber
even at current consumption levels is obvious enough. But,
y even more important ip creating greater demand, and par-
_,_5i ticularly in changing the structure of demand, is more and more
-' money in the hands of the Japanese consumers, In announcing
the Income-Doubling Plan during the 1960's, the Japanese au-
thorities estimated thar real per capita natiopal income would
double by 1970,
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Japan's per capita income in Japan's fiscal year (JFY) 1963
reached 526 U.,S, dollars.? In a Japanese setting larger perscnal in-
come can be expected to have a far-reaching impact. First, food
balances show that Japanese consumers, on the average, ate only
2,282 calories daily in 1962, Japanese authorities have set a target
of 2,300 calories as a desirable standard. A recently announced
nutritonal survey reported that about 20 percent of the people in
urban areas and 30 percent of those in rural areas consumed
less than 2,000 calories daily. Almest 10 percent of the nonfarm
households did not reach even 1,700 calories. Thus, there is room
for expanding total food consumption among the current population,
Increased purchasing power, widely distributed among the people,
is a key factor in bringing this about,

The varying levels of food consumption show that J apanese
prosperity measured in terms of the national account statistics
conceals areas of underconsumption that amoresearching analysis
brings into focus,

Second, and more important, the nutritioral quality of the
Japanese diet leaves much to be desired. Traditionally, the aver-
age Japanese diet has depended heavily on starchy food supple-
mented by fish and vegetable proteins, Diets do not contain enough
of the animal proteins provided by red meats, milk, and eggs,
They are also deficient in fruits and vegetables. Rising incomes
will make better nutrition possible,

Food balances for recent years show the changes that are
taking place (table 1). The Japanese are eating more fruits,
vegetables, milk, meat, eggs, and fats. These health foods were
previously priced beyond the reach of the average consumer.
As this shift takes place, demand for some other foods is declining,

Other changes affecting consumer habits are occurring, With
the rapid shift from agricultural to industrial work, Japan is fast
becoming a nation of urban people, While this has been happening,
the influence of the Western world--particularly of the United
States--has become increasingly noticeable in the cities and
urban areas.

Such fraits as eating habits and style of dress are showing
change in varying degrees but particularly among the young
Japanese, Such changes affect the type of focds and agricultural
raw materials that will find acceptance by the Japanese, The grow-
ing demand for bakery products, especially bread, and the increas-
ing use of hides to make Western-style shoes are examples,

Improved transportation, refrigeration, and food merchandising
facilities and techniques are coming into use to better serve
the needs of the urban population, Advertising and sales promotion

2 Japan's fiscal year begins April | and extends through March 31 of the next
calendar year,
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Table 1.--JAPAN: Per capita consumpiion of selected primcipal food preduct. average 1934-38, anmual 1955-62

Milk & Ve Fish & | Fats
Barley Fggs milk Bge-~ shell- &
tebles fish | oils

Total
caloriest

hverage,

25.1
22.9
4.9
113.1 24.8
113.4 23.9
114.3 25.8
116.3 25.8

11%.2 26.0

1 Excludes iiguors and drinks.

Sources: Data for 1934-38 are from United Nations Feod Balance Sheets and are not strictly comparable to annual data from

Fapan's Food Balance Sneet. (12},




T S AR DL LTt gt g i T

are also being used. Consumption patterns differ considerably
between urban and rural areas, Expanded and improved food
distribution methods are needed, particularly for meats, fresh
milk, and other products requiring rapid handling and refrigeration
over wide areas, The U.S. style chainstores and supermarkets are
being considered for use where conditions are favorable,

FINANCING IMPORT NEEDS

The Japanese themselves andforeign observershave expressed
some doubts about the soundness of the Japanese economy in the
coming years, Often, the question of earning sufficient foreign ex-
change is the basic underlying source of anxiety. Despite more than
a decade of an unprecedented boom, such doubts are not entirely
quieted,

Actually, during the prosperity enjoyed by the Japanese since
recovery from World War II, the balance-of-payments problem
has seriously troubled Japan in buying abroad. Four times since
1952 stern measures have heen necessary to curb imports, Also,
the Japanese authorities have restrained foreign spending by the
use of menetary and fiscal policies, These tools have undeniably
been used with considerable skill, but the Japanese have also
benefited from favorable world economic condirions,

Some of the import controls are being taken off as Japan moves
increasingly into the role of a major power, opening the Japanese
market to foreign sellers and exposing Japanese industry and agri-
culture to increased competition. Wages and other related costs in
Japan are rising. So far, increasing labor productiviry has enabled
the Japanese to increase wages while maintaining competitive prices
for exports, Foreign exchange holdings have been built up despite
heavy foreign expenditures, Holdings at the endof 1964 were enough
to finance about 4 months of imports,

Japan has managed the foreign exchange account very well in
the past, but has to keep a close watch on the problem tc maintain
a proper balance between expenditures and earnings, This has not
been easy. The most basic element in financing purchases is, of
course, the trade account--the relationship between sales abroad
and purchases. The trade account, more than any other source of
income, provides lasting support and stability in the foreign ex-

change positions. Curbs on purchases coupled with a booming

export trade have kept the trade account in hand,

Japan's foreign account has had serious imbalances in what is
termed the services account, which includes such items as trans—
portatien, insurance, investment incomes, and foreign travel,
Deficiencies in this account have had to be met from other sources,
Between 1953 and 1963 the cumulative deficiton goods and services
amounted to $1.4 billion; unilateral transfers amounted to another
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$0.3 billion. Despite this, gross official reserves rose by $0.9
billion because Japan received a net capital inflow of $2.5 billicn
during the period {26},

By fcliowirg sound monetary policies and maintalning att
ive interest rates, Japanese firms and commercizal banks have had
litele difficulty in obtaining short-term creditfromforeign sources,
However, the heavy use of private short-term creditin recent years
has caused some concern because of the effects on balance of
payments,

A large part of the Japanese capital has been raised in the
United States, and the rest In Europe. With heavy dependence on
foreign capital generally, and on U.S, capital specifically, Japan
was considerably concerned when the United States imposed a
15-percent interest equalization tax on foreign investments.

Despite the problems, however, the Japanese have managed to
keep the overall foreign payments problem under control, and
can be reasonably expected to continue, A great deal depends on
world economic conditions especially as these relate to trade,
prices, competition, market access, and so on, The world situation
has been favorable for Japan over the last several years, Japan's
economy is linked to the rest of the world to such an extent that
serious economic instability, particularly in the United States,
would inevitably bring about major repercussions in Japan.

AGRICULTURAL PRODUCTION POLICY
AND PRODUCTION TRENDS

Under present circumstances, Japan buys abroad primarily to
fill deficiencies and to obtain products that cannot be grown in
Japan. The comparative cost of growing a product or impozrting it
is often muted br other considerations. Domestic products are
the first source of compatition for products that can be grown in
Japan,

The extent and nature of competition from Japanese farms call
for consideration of Japan's production policies and production
trends, together with forces that are expanding production as op-
posed te the barriers or limitations,

Japan is poorly endowed with basic farm resources, Agricul-
tural land suitable for growing crops and grazing is severely
limited. Cultivatable land areas are more or less fixed, The total
cultivated land area is only about 6,081,000 hectares, Farm house-
holds number some 6,057,000, making the average size of farm
about 1 hectare (2.47 acres). Culrivatable land per capita is less
than 0.2 acre, among the lowest in the world. Slightly over 30 per-
cent of the land area produces two crops per year,
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AGRICULTURAL POLICY

Japanese policies have been Set to make the best of the above~
mentioned situation, With a limited lang base, agriculture has

changing to fit the exigencies of the moment and to adjust agri-
culture into the broader aspects of the general economy,

For many decades Japanese agriculture has operated under
the guidance of the Japanese Government, Before World war 11,
agricultural production increased and the farm sector provided
Japan with much of the required economic means to expand the
nation's power and influence, Farm taxation was high and farmers
received little in return. The life of the farmer was harsh, After
World War II and following the land reform, the Government's
policy toward the farm sector changed, A growing social concern
was shown toward helping Japanese farmers to enjoy the nation's
growing prosperity,

In the immediate Postwar years, Japan set farm policies o
meet current needs and problems, Initially, the broad national aims
had to be centered arcung reconstructing the economy, With recon-
struction accomplished in the early 1950's, national goals could
begin to focus on advancing the nation's standard of living, provid-
ing full employment, and moving Japan into the role of a major,
modern, industrial trading power,

For several years after the end of hostilities, the pressing
problem for agriculture wag not only to restore production but also
to alleviate widespread hunger. The situation called for emphasis
on crops that would yield maximum food supplies per unir of land,
A companion part of thig problem involved achieving even distri-
bution by controlling supplies, eliminating black markets, and
discouraging speculation; in pursuing these objectives, the Japanese
Government became deeper and deeper involved in rural affairs,

Today, the Government continues to support, guide, and
brotect Japanese agriculture, Price Supports and protective policies
are difficult to phase out once started, Efforts to change policies

and programs that may no longer be neededor in the national inter-
est often affect important sectors of the economy adversely, and
Proposed changes arpuse opposition. Farm policies also reflect

For perspective, the emergence of modern Japan dates back
t0 not so many years ago, Agriculture was the backbone of the
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economy until rather recently, The farm Sector was, and still is,
vital in supporting, developing, and susralning the national economy,
Historically, the rural sector served as a source of capital and
manpower to builld other industries. It helped to earn much of the
foreign exchange to pay for essential imports of capital goods and
technology, and provided a supply of food and raw materials reguired
by the urban population, Farm people also provide a major market
for industrial goods and services at home enabling Japanese indus-
tries to take advantage of economies of scale in the manifacturing
processes. In this context, keeping the agricultural sector pros-
perous becomes an important supporting facror in achieving general
economic growth and strength,

Since World War II, agriculture has declined sharply as a
percentage of overall production. less than 10 percent of the
gross national product came from the farming sector in 1964
compared with 17.8 percent in 1955, This does not mean, however,
that agriculture in Japan is of minor importance to the Japanese
people, It reflects more the enormous expansion taking place in
the nonfarm sectors of the economy as contrasted with a much
slower pace in agriculture,

Given a very limited land area, a major aspect of Japan's
policy is the question of the degree of self-sufficienty toward which
the Japanese decide to work, Self-sufficiency is obviocusly for Japan
a matter of degree or percentage, made so by limited farm re-
saurces and climate. There are several factors that favor a high
degree of self-sufficiency in the J apanese view. About 25 percent of
the labor force is still employed on the farm, Also, maximizing
domestic production holds down pressures on the balance of pay-
ments, always an important consideration for Japan, Depending on
foreign supplies causes official concern about world shertages and
price increases, Then, too, there is the danger of supply lnes
being cut or disrupted in times of war or political turmoil,

Balanced against the attractive features of striving for a high
degree of self-sufficiency is the welghty economic fact that J apa-
nese agriculture, even though vields are high, is a high-cost
industry requiring protection and expensive supporg programs,
Many farm products can be purchased zbroad and transported to
Japan cheaper than the Japanese farmers can grow them, The
Japanese consumer, in one form or another, eventually pays the
bill for the high-cost agricultural products, He pays either in
the form of higher taxes to Support prices paid to farmers, or in

higher prices for food, or in both forms,

Price supports are applied extensively in Japan. Roughly
68 percent of total agricultural output in fiscal year 1962 was
subjected to the effects of some form of Government Price policy.
Products coming under the bresent price and control system fall
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into three rough categories, First, for the major food grains—-
rice, wheat, and barley--the Government controls prices. Secaond,
a price-support system is iIn effect which attempts to stabilize
market prices within a range by setting upper and lower limits,
Such products as pork and silk cocoons come under this system,
Third, potatoes and sugarbeets are protected by 2 floor price
established by the Government (13). If prices fall below the floor
price, the Government can and dees Intervene.

The second and third categories have not been used exten-
sively in recent years because of strong market demand and good
prices. Rice, wheat, and barley, however, are tightly regulated and
prices paid to farmers are set by the Government. These three
grains account for at least half of the total value of agricultural
output,

Japan has followed a policy of vigorously encouraging irri-
gation, which iz vital in Japanese agriculture. Even though the
country is generally well supplied with water and enjoys a tem-
perate climate, irrigarion is necessary for paddy land. Crop losses
from excessive rain and drought are sometimes serious, Destruc-
tive typhoons are an annual threat. Over one-half of the total
cultivated land is irrigated, Irrigation, carried out by the National
Government, Prefectural Governments, and local crganizations,
15 helping farmers to increase production of crops and to diversify.
But irrigation is well advanced in Japan. There is limited oppor-
tunity for further progress.

Policies on land reclamation affect Japanese production also.
The Japanese Government continues its effortsto reclaim new land,
However, land converted inte roads, factory sites, airfields, and
residential areas offset the reclaimed land areas and work against
enlarging the cultivated land base. Some 96,000 hectares of farm-
land were turned into industrial and commercial-use land in
1958-62, Consequently, reclamation is not likely to expand the
cultivated area significantly. Reclamation will be constructive by
offsetting, or at least partly offsetting, losses of land to industrial
or commerclal uses, This can help keep the cultivated area from
shrinking. Efforts to convert upland areas to paddy land also con-
tinue, but, because of the conversion of paddy land to other uses,
net gains are small,

The Japanese Government pays the entire cost for upland
reclamation projects, and 75 percent of the cost for land and
geaside reclamation work. In addition, the Government provides
technical and financial assistance in broad soll-improvement to
increase production.

Japanese policy over the years has actlvely promoted the
acquisition of modemn technology. Unguestionably, an important
factor promoting progress in farming has been the Japanese
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Until very recently, labor, especially family labor, has been plenti-
ful and cheap relative to capital inputs which required investment
funds needed in industrial development, Rapidintroduction of capital
(machinery, etc,) would have displaced labor and resultedin unem.
Ployment, Yields per acre from mechanized farming could have
actually declined, However, labor-intensive agriculture on small
farms, though productive in terms of high yields, has resulted in
low wages for farm labor, and
equally in the growing prosperity. This situation lies at the root
of several problems in the farm secror, Currentefforts to overcome
the problem appear prominently in farm programs and policies,
Fortunately, Japan's rotal economy is now strong enough to bear
the cost of doing more for the farmers, Industry, which once drew
on the rural sector, can now supply a reverse flow of resources,
The Japanese Government has recognized char the lasting solu-
tion to low labor andfarm incomeis to have industry and commerce
absorb extra labor froem the overcrowded farm sector. This hag
been taking Place at a rapid rate. With a diminishin
farm labor is becoming scarce and expensive,
Japanese soils are not inherently fertile. Both the skills of
the Japanese farmers and the scientific approach have been nec-

essary, For ga country no larger than Japan, the agricultural
research system is unusually large, An estimated

Improving quality of Crops, and reducing cosrs, Research has,
among other things, provided new varieties of geeds, discovered
methods of controlling insects and combating diseases, and im-
breved the uses of fertilizer. With many experiment stations
scattered throughout the country, it has been possible, through
local testing, to fitr new methods to local conditions on a selective
basis, This research enables Japan to adopt new technology
selectively with a minimum number of costly errors,

The extension service in Jap
linking research centers to the farm units, disseminating research
Tesults, and pProviding technical guidance, After World War 11,
both research and extension services were reorganized for more

effective administration and coordination of effort. These two
services, together with a well-
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taking the risk cut of farming through Price supports backed up by
an insurance program. It {s not known how important this is making
farmers receptive to adopting changes that incur debt,

The Japanese Government passed several laws dealing with
farm legislation. These laws embraced the aims and objectives of
the basic farm policy. Two major laws were the Food Control Law
of 1942, primarily a wartime measure, and the more recent Basic
Agricuitaral Law of July 1961,

The Food Control Law of 1942 provided the legal basis of the
Japanese food policy in World War II, Itauthorized the Government
t0 manage foods, adjust their demand, and control their distribution,
Rice, wheat, potatoes, milscellaneous cereals, and processed foods
were subject to Government management, Producers of rice and
wheat were obligated to seli these foods to the Government at
specified prices. The Government was to establish a food corpo-
ration to buy and distribute rice and wheat. The law also provided
that the Government's purchase price would be determined by
Production costs, prices of commodities, and other economic
conditlons, and that the selling price would be determined by
household expenses, prices of commodities, and other economic
conditions. The stated burpose of the 1942 1legislation was to secure
the necessary amounts of food for the people and to stabilize the
national economy,

In general, the Food Control Law provided for the crearion of
a dual-price system and strengthened and consolidated the Stare's
controi over agriculture, This law ic still valid although more than
10 sets of amendments have been made on it,

The more recent legisiation, the Basic Agricultural Law of 1961,
is of greater inrerest in providing insight Into the Government's
thinking, As stated, it appears o be a charter or policy guide
rather than a specific law spelling out details, It is, however,
important basic legislation that commits the Japanese Government
to a definite general policy or course of action,

The 1961 legisiation came about in response to changing
economic conditlons and the meaningful recogaition that agriculture
is a backward sector of the economy needing help to modernize and
to improve rural conditlons, Its major aim is to tie agriculture to
the rest of the economy and to improve the unfavorable economic
and social conditions in the ryral areas, A second important feature
of the bill is the acceptance of the need to develop agriculture
selectively. The first of the two major provisions of the law trans—
lated intc action puts the Government into the role of proposing and
implementiny actions to support farm prices at a level calculated
to equalize farm income with income in other Industries. The sec-
ond provision calls for the Government to direct agricultural
development on a selective basig, emphasizing production of prod-
ucts for which demand is rising,
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A third important and timely feature of rhe bill deals with the
need to change the backward structure of agriculture (25). Enlarg-
ing the farms or grouping small farms to permit the use of large
machinery and other labor-saving devices has become a pressing
problem, This part of the law recognizes that a farm family work-
ing two acres of land cannot make an adequate income to support
his family, Hard work, good practices, meticulous care may and
do give good yields, but the operation lacks gcale, Larger farms
waould lend themselves to better qualified managers and improved
management practices,

These three provisions--the Income equalization concept,
selective agricultural development, and changing farm structure--
seem to be the fundamentals of the new law. Price stability, im-
proving production, cutting costs, and other measures dealt with
are not new; they are basic policy goals for agriculture in most
countries,

There are several problems and developments that gave rise
to the need for new legislation, In general though, the legislation
represents an attempt by the Japanese to modernize and adjust
agriculture to fit the changing times, Pressures for change are
strong, Implementing the new law brings a confrontation with
several realitles that are related and complex.

Much of what the new legislarion is Intended to do can be
accomplished if Japanese farmers can enlarge rheir farm oper-
ations and cut costs of production. Enlarging the farm units and
mechanizing to raise labor returns have first priority. For a
country as advanced as Japan in most respects, an unusual amount
of farmwork has been carried on with animal and human power,
hand tools, and animal-drawn equipment, However, power machinery
is coming more and more into use, Farmers owning cultivators in
1963 were 3,5 times the number owning this equipment in 1960,
for example,

Several factors have slowed mechanization and large-scale
farming. A leading hindrance has been the small and scattered
landholdings. Efforts to lower unit cost of production involve
substituting capital and power machinery for human and animal
labor, For this development to succeed, farm operations should be
enlarged to obtain economical farm units for machinery farming.

Consoclidating farms, however, runs into some formidable
barriers, Land laws restrict the size of farms that can be owned.
Legislation in 1961 eased this legal problem, but many farmers
are not anxious to sell their small parcels of land even at high
prices, Rents that are permitted reportedly do not make leasing
or renting land attractive enough to the owner. Part-time farming
is widely practiced, In short, economic growth and development
have brought the Japanese Government and farmers face-to-face
with the problem of how to consolidate small farms to save labor,
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use power machinery, realize economles of scale, and generally
lower unit costs, No ready solution is in sight,

Current emphasis is on some kind of a cooperative arrange-
ment for pooling land. If this does not work--and the chances are
that it may not--then more basic changes may have to be made
that will permit individual Japanese farms to become larger.
The larger units under private ownership could become more effi-
cient and lower unit costs.

The foregoing discussion has pointed up some of the basic and
emerging problems in Japanese agriculture and the policlies de-
signed to achieve three major economic goals; {1) Tc increase
production; (2} to lower costs; and (3) to channel farm resources
into uses that accord with changing demand. The results show
a record of progress and stubborn problems.

CHANGING LAND-USE PATTERNS

A brief recounting of the Japanese postwar experience clearly
reflects adjustments of land use to fit changing needs, In the eariy
postwar years, the problem of seeing that the people had enough to
eat held first priority. Production of cereal grains and potatoes,
crops that yield a large number of calories was emphasized,
Alded by large shipments of U.S, grains, the program succeeded.

With the lean postwar years behind, an increasingly affluent
Japanese people began demanding a higher quality diet. Shifts in
demand called for adjustments in land use, Current policies em-~
phasize rice, livestuck enterprises, fruits, and vegetables. Land
planted to such crops as barley, soybeans, and wheat is declining.
Rice still enjoys a favored role in Japan's land use choices,
reflecting Government price-support policies aimed at providing
largely from domestic production the continuing strong consumer
demand for this tradirional food,

Japanese farmers are free to use their land and resources as
they choose. But the Government does have an effecrive means of
influencing the farmer's choice, by varying support prices to make
earnings In some enterprises more profitable than in others.
Also, consumer demand reflected in higher prices pulls the
farmer toward growing the products most in demand. There are
also other factors affecting farmers' choices, For example,
a growing shortage of farm labor is credited with reducing the land
sown to wheat, Some farmers working in industrial jobs reportedly
do not elect to plant wheat, even though not planting may mean
leaving the land idle.

The increasing demand for livestock products shows up in
expanded numbers of livestock, rising demand for commercial
feed, and increased production of pasture and roughages, In general
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Japan is succeeding with the Government's policy of gulding
domestic production to meet chanzing consumer demands,

Labor productivity on Japanese farms rose 30 percent in
1958-62, Productivity in the manufacturing sector rese 51 percent
during the same period. Despite gains in farming, Japanese farm
production remains a high-cost operation, and returns to farm labor
are still not satisfactory, The farmer's standard of living lags
well behind the levels of urban dwellers, Domestic producers of
most farm products have to be subsidized in large measure, and
much of the farm sector is protected from foreign competition by
the Government,

PRODUCTION TRENDS

Japanese agricultural production has been registering rather
steady year-to-year gains of 2 to 4 percent for the past several
years, The rate of increasefor Japanese fiscal vears 1956-62 shows
an average increase of 3,9 percent, Poor growing conditions caused
agricultural preduction to decline 2.1 percent in JFY 1963, but
preduction recovered in 1964, Plans anticipate a continued gain of
about 2.8 percent over the next 5 years. Much of the anticipated
increase is expected to occur in the livestock sector and in greater
proeduction of fruirs and vegetables. The crop index in the 5 years
1957-62 increased from 118.4 to 130.6 (1950-32 = 100), During the
same period, livestock and livestock products went from 189.3 in
1957 to 387.2 on the same base,

Japanese farmers have succeeded in obtaining per acre yields
that are among the highest in the world, They have obtained these
yields by using modern farming practices, adopting improved
strains of crops, and using large inputs of fertilizers, pesticides,
and insecticides, The effects of modern methods have been maxi-
mized by the applied skills and patience of the Japanese farmer,
Thus, much of the impact from such measures has already been
brought into use in the crap sector, and further gains may be harder
to achieve, Gains in livestock and poultry hold greater promise.

Also in irrigation, reclamation, and technology, the oppor-
tunities for increasing production have been widely exploited.
Further advances will bhe made, though not very easlly. Also, the
Japanese are not encouraging production of the srarchy foods with
the same urgency as in the early postwar years, Bumper rice crops
since 1955, a shift in demand away from the starchy foods, stabili-
zation of world food supply and demand, an easing of the balance-
uf-payments problems--all of these have caused Japan to take a
more relaxed attitude toward maximizing self-sufficiency. How-
ever, In 1965 a leveling off in rice production, leading to a sharp
rise in imports, began to exert new pressures for greater pro-
duction efforts.
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AGRICULTURAL TRADE POLICY AND TRADE TRENDS

For Japan, trade and trade policy are basic issues, central to
the aspirations of the breoad programs for puiting the Japanese
standard of living on an economic plane comparable to Western
countries, The goal of catching up with more advanced nations is
a national objective, Government and business groups work closely
together both toward this goal, at home and abroad,

The Income-Doubling Plan for the 1960's agsumes thatexports
will achieve an annual growth rate of about 10 percent and that im-
ports will increase at about the same rate, Japanese authoritles
have emphasized that success in elevating the Japanese standard of
living depends on the trade sector. With so much depending on the
successes or failures of trade programs, much of Japan's activity
in the foreign field is orientated toward trade and trade promotion.
Trade policy necessarily receives high priority in both official and
public concern. Japanese diplomacy takes both a short- and a long-
range view, leoking ahead to conditions several years from now as
well as to the near future,

TRADE POLICY

In slightly less than 100 years Japan has grown from a back-
ward, semifeudal society into a modern industrialized nation,
capable of mastering the most advanced technology, Steadily im-
proving quality products from the expanding Japanese industryhave
found 2 market either at home or in a foreign country. Since re-
covery from World War II, economic advances have been pushed
forward as a package of coordinated economic movers built around
industrial production and trade, Production and exports have been
planned toward keeping foreign trade strong and expanding, Japan's
import-dependency rate for many basic raw materials is 100 per-
cent, or close to 1t. Alsc, major items of modern machinery and
equipment must be imported to cvercome Fapan's technological lag,
Importing technology may decline as Japan reacheshigher levels of
reseaich and development,

Actually the high import-dependency rate and the technological
lag has not been the serious drag on economic development that they
appear to be ar first glance, There are some compensations, Tech-
nologically, JYapan in building from the ground up in the postwar
years has been able to plan, purchase, and install the latest designs
in machinery and equipment, purting Japanese manufactures in a
highly favorable competitive position in terms of quality and
production cost, In buying raw materials, Japanese importers are
able to shop world markets to select bargain prices. Competition and
technological improvements, such as bulk-hauling over ocean routes,
haveheld down ocean transportation costs to the advantage of Japan,
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One result of Japan's high import-dependency rate is that
Japan is at the mercy of forces in international commerce over
which one country has only limited influence and no effective control,
Another problem of much greater importance is that imports,
which increase Every year, must ultimately be paid for out of in-
creased earnings. Thus, earnings are rightly described as the key
item. For T apan, the greater part of foreign exchange earnings
comes from selling to foreign countries a large and growing selec-
tion of its products, 90 bercent or more of which are manufactured,

Therefore, keeping expenditures and income close enough in bal-
ance to avoid pressures on foreign exchange holdings is a continuing
concern for the Japanese authorities. Four times in the postwar
period~-1954, 1957, 1961, and 1964--3 deteriorating balance-of-
nayments position forced the Government to take strong measures to
dampen the demand for imported goods, In early 1965 the Interna-
tional Hquidity position of J apan was considered ample as a working
balance, and a booming export trade is maintaining that strength,

In considering Japan's future import potential, however, the
balance-of-payments situation is always a major factor that the
Government guards zealously. The Japanese authorities have shown
0N past occasions that measures fo reduce foreign spending are
flexible and that curbs strong enough to cut back imports will be
imposed if necessary, Although food and fiber have 3 high priority
on the import list, they are not immune to cuthacks, particularly in
times of deep crisis,

Much of Japan's decisions on trade policy can be traced di-
rectly or indirectly to the Government’s keen concern about pro-
tecting the narion's meansof settling foreign accounts, The Japanese
imposed rigid controls over the kind, amount, and source of im-
poris in the immediate postwar years., For several years, Japan's
trading partners, of which the United States is the largest, recoge
nized the necessity of such brorective measures,

Japan does net impose heavy impoert duties on food and in-
dustrial raw materials. To do so would not serve the country's hest
economic interest, But, with high unit costs of production and high
Support prices, tariffsareused where hecessary to protect downestic
producers of some farm products, In recent years, Japan has em-
Ployed several methods to controlimports, They are tariffs, licens.
ing, foreign-exchange contrels, and import-guarantee deposits,
Guarantge deposits, which range from 1 to 35 Percent, generally
exempt staple foodstuffs, However, the Government has Provided
itself with means of limiting such imports asthe need arises,

With licensing and foreign-exchange control and State rrading,
tariff rares as a means of protecting Japanese producers are not
vital, Some tariffs on farm products have been set high on paper
but have not been applied, Tobacco, witha 355-percent duty rate, is
an example, Control of imports to protect domestic producers and

18

e G e L




the balance-of-payments position has been effectively accomplished
through a system of licensing and foreign-exchange control, For
several products--such as tobacco, wheat, rice, and barley--the
State is the only importer and distributor, Solong as this is true, a
tariff is unnecessary.

The allocation of foreign exchange was introduced primarily as
a means of protecting a sensitive balance-of-payments situation,
Actually, the system served a dual purpose, acting both as a safe-
guard against an excessive drawdown of foreign reserves and as an
effective nontariff barrier in protecting home industry. The farm
products still remaining on the Fund Allocationlistas of January 1,
1063, constituted roughly three-fourths of the total value of farm
production in JFY 1959 (Aprill, 1959 - March 31, 1960). The provi-
sions of the controls are discussed in the following paragraphs.

Before April 1, 1964, an import budget was prepared semi-
annually, Three licensing systems, discussed below in the order of
the difficulty of obtaining an import license, were in effect,

First, and the least restrictive, was the Automatic Approval
List, For imports of commodities on this list, licenses were issued
upon application to a foreign exchange bank, No limitations were
imposed on the guantity of commodities imported or on the source
of imports, If foreign exchange budgeted proved inadequate, the
amount could be supplemented,

Second, and more restrictive, was the Automatic Fund Alloca-
tion. This list was installed in 1959 as a transitional step before
transferring a commodity to Automatic Approval, Applications for
foreign exchange allocatlons were made to the Ministry of Inter-
national Trade and Industry (MITI). This agency evaluated the ef-
fects of imports on domestic producers. If imports posed a threat,
licensing would be curtailed or discontinued; if not, the item was
put on Automatic Approval,

Third, and the most restricted category, was the Fund Al-
location System (the Negative List). Global quotas were established.
The Government budgeted the amount of exchange tobe used during
the 6-month budget period. The foreign exchange allocated put a
ceiling cn the amount of imports,

Ag Japan's foreign exchange position improved, the Interna-
tional Monetary Fund (IMF) and others began urging the Japanese
to “liberalize" their import trade restrictions but recognized that
this should be done gradually. 37 apan agreed in 1960 to hegin moving
toward liheratization although progress on many farm products has
been difficult., Agricultural commodities remaining under fund al-
location restriction are wheat and wheat products, rice, barley,
tobacco, citrus fruits {(except lemons), dairy products, livestock

3 A "“'liberalized" item is onewhich was either on the Automatic Approval or
Automatic Fund Allocarion Import List,
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for breeding, and most processed foods, These commeodities are
generally “sensitive” items Involving mostly protection for domestic
producers,

Major products of interest to the United States which have been
liberalized are cotton, corn, grain sorghum (for feed use), soy-
beans, tallow, hides and skins, and lemons. The last significant
farm items to be liberalized were grain sorghum (for feed use) and
lemons, Soybean oil and meal were scheduled for liberalization ;Jut
action has been postponed. A sizable part of the remaining farm
items not liberalized are products that receive price supports that
are well above landed import prices, and products of farm enter-
prises, such as the livestock industry, that Japan wants to protect,

In moving to ease access to the Fapanese farm market, Japan
faced, and still faces, something of a dilemma. The leadership is
caught between a high cost structure in agriculture and a political
commitment to the Japanese farmers to support farmyprices on the
one hand, and a need to cooperate in an international program to
promote free trade thar will benefit the overall J apanese economy
on the other hand, For the Japanese Government there does not
appear to be any easy or quick solution,

The Government has adopted a system of deficiency payments
to soybean farmers, under which soybean growers sell their
products at competitive prices and receive deficiency payments
from the Government, This system could be extended to other
products, Wheat, for example, could be handled this way. Reportedly,
some thought has been given to a variable levy system in which the
levy would constitute the difference hetween world and domestic
prices. The revenue earned could be used in financing price sup-
ports paid to Japanese farmers. The variable levy would not open
the Japanese market to foreign competition on a freely competitive
basis where domestic production of protected items would compete
with toreign imports, And the variable levy would not reduce the
price of foods and fiber to the consumer, Lowering the production
cost of Japan's agricultural products is the key to the problem,

After April 1, 1964, moves rtaken to deal with the liberaliza-
tion problem involved a shift away from the semiannual budget and
the fund allocation system as promised, In lieu of exchange al-
locations, quantitative import quotas were substituted, The old and
the new designations are shown below,

Former Designation New Designation
= e
Autornatic Approval System fAAY Automatic Approval System (AA) un-
changed
Automatic Fund Allocation System Automatic Import Quota System (AKD)
(AFA)
Fund Ailocation System (FA) Import Quota System (I}
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This appears to be a change in form or procedure taken by
Japan in adherence ro Azrticle VIII of IMF and to comply with the
obiactives of the Organization for Economic Cooperation and De-
velopment (OECD} in trade. Imports are not expected to be mate-
rially affected by the shift from the fund allocation to a guota sys~
tem. Japanese officials are moving cauticusly. The effects of opening
the doer to impoxt trade and inviting competition are being watched
carefully by the Japanese authorities, There i1s no evidence that
imports have increased at & dangerous rate as a result of liberaliza-
tion, or that overimporting is threatening the balance-of-payments
position as was feared in some quarters.

For the Japanese economy as a whole, liberalization-—~opening
the heretofore protected Japanese market to greater competition--
is expected to help Japan eliminate inefficient industries and to
expand profitable ones in which the Japanese have comparative ad-
vantages, Products in which Japan excels as a producer will be
exported tc earn foreign exchange, Countries selling toJapan com-
medities that can be lmported more cheaply than Japanese in-
dustry can produce them will benefit by increased sales in the
Japanese market. With the domestic labor force near full employ-
ment, Japan is in a position to concentrate on producing products
where the country has the greatest comparative advantage,

Yet, Japan, like other countries, stops short of pursuing the
rationale discussed above toits end, Japanese leaders have anxieties
about becoming toco heavily dependent on world food and raw ma-
terials, particularly for basic commedities such asrice, Studies on
population andfcod production, which suggest future world shortages,
heighten Japanese anxieties about possible shortages and rising
prices. Then, too, there is the general concern which all nations
share in varying degrees about world political and economic in-
stabiliry that could make ocean shipping hazardous. These are some
of the reasons why Japan will likely continue producing products,
especially the basic food items, that could be imported more cheaply.

Japan makes extensive use of bilaterial trade agreements as a
framework for trading. As of June 1, 1963, a total of 43 countries,
8 of which were communist, were listed as having agreements on
commerce, trade, and payments with Japan {(exclusive of Open
Accounts). Table 2 shows examples of ¢ypical Japanese trade
agreements for selected countries which are major suppliers of
the Japanese needs in farm products, Except for Korea, the docu-
ments contain a title, terms of validity, treatment for tariff and
import system provisions, major exports, majorimports, and basis
of payments. Significantly, these agreements donotspecify amounts
or provide for a clearing arrangement, For Korea, Japan has an
open account agreement, The trade plan specifies the value of im-
ports and exports and calls for settlement through a single ac-
count inn the Bank of Japan {15),
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Table 2.--JiPAN: Summary of agreemsnts on cOMRETCE,

trade, and payment with selected countries, 1963+

Title

Treatment

Major comnedities

Tarifl

1mport system

Exportis

Imports

Australia.. .

Canada.,.-.-

Trailand..-.

Pakistan. ...

koreement oo
Commerce.

Agreement on
COTEeTCE .

Trade arrange-
mer-

Treaty of
Friendship and
Conenarce.

Mozt {avored
nation.

¥ost favored

nation.

Most favered
naiion.

#ost favored
nation.

Most favored
nation.

Most favored

nation.

wost Cavored
natiorn.

Mast avorad
nation.

Textileu, iron and steel
prognets, ete.

Textiles, iron and steel
products, machinery,
ete.

Texiiles, machinery con-
struetion materials,
ete.

Mechinery, steel mill
preducls.

Wheat, wool, sugar, hides,
tallow.

¥heat, pulp, iron ore,

ete.

Rice, pearmts, soybeans,
castorbeans, sesame
seeds, ete.

Raw cottaon, jute.

i LI S

ISP TN vt

14z of Jupe 1, 1363.

Souree: (15}.
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As a member of the General Agreement on Tariff and Trade
(GATT), Japan grants most-favored-nation treatment for tariffs
on a reciprocal basis, Other countries are assured treatment as
favorable as possible. Some countries receiving most-favored-
nation treatment have inserted reservations in which the right to
establish valves for ordinary and special duty purposes on an
emergency basis is included,

Imports of the three basic food grains--rice, wheat, and
barley--are controlled by the Food Agency under the Ministry of
Agriculture and Forestry, The actual imports are handled by
licensed contractors, but the commeodities are turned over to the
Feod Agency which markets them. The Government, in effect,
directs the buying and controls the selling of these products and
realizes a sizable profit, particularly on wheart, Tobacce is a
State monopoly, The State also controls nonfat dry milk used in
the school lunch brograms and exercises considerable control over
other imports,

As an island country earning a livelihood by manufacturing and
trade, Japan has a strong interest in international organizations,
Consequently, the Japanese have raken an increasingly active role
in world affairs, An important step was taken on April 28, 1964,
when Japan was admitted to the OECD, Japan is now included in
the councils of the major nations of the free world; it aiso has the
distinction of being the first non-Western country in the CECD, As
a member country, Japan hopes to obtain a better understanding,
on the part of other memberts, of its industrial structure and wage
System with a view toward reducing discrimination against Japanese
exports, particularly in Western Eurcpe, Membership, however,
also adds responsibilities and increases the pressure on J apan to
further liberalize trade restrictions and to enter increasingly into
a full-scale open economy,

In addition to OECD, Japanisa member of such important world
organizations as the United Nationg (UN), the General Agreement on
Tariff and Trade (GATT), the International Monetary Fund (IMF), and
the International Wheat Agreement (IWA), Membership in OECD,
iIMF, and GATT carries an obligation on the part of each member
to work toward increasing trade and lowering trade restrictions,
both tariff and nontariff, As Japan pursues these objectives, though
all the goals cannot be immediately achieved, the economy of the
country is expected ro change materially, These changes and Japan's
growing economic affiuence now have the Japanese poised on the
edge of a new €ra, particularly in agriculture,

Also, with the emergence of a modern, industriai Japan, the
composition of the nation's eXports is rapidly changing, The shifts
result partly from new production capabilities and partly from
changes in world demand as the Japanese see it. fapanese industry
has moved rapidly into an advanced stage where modern machinery,
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chemicals, ships, electronic equipment, and many other items of
advanced design can be produced and sold in increasing volume,
Relatively high wages can br paid Japanese workers in producing
this type of product because competitive countries also pay high
wages in heavy industry,

Japan's stages of progression have been from an agricultural
economy to light manufactures and then into a modern induserial
complex. For several years, Japan's role as an exporter of rex-
tiles and other light manufactures has faced dangers from com-
petition. Rising wages in Japan are putting Japanese mills, despite
their efficiency, under pressures in competing with Hong Kong,
Taiwan, India, Pakistan, and other areas where labor is still
plentiful and cheap. Sevaral underdeveloped countries are interested
in fight manufactures in much the same way and for much the same
reason as Japan, several decades ago. These countries are now
producing their own needs, protecting home markets, and moving
into the exporrt field,

Japanese textiles and other light manufactures earned, in
earller times, a reputation for being low in price and quality,
causing sharp competition for foreign producers with higher wages
than prevailed in Japan, As a result, major importing countries
have invoked voluntary import quotas and other restrictions against
imports of textiles from Japan in order to protect domestic in-
dustries and to avoid disruptions of orderly marketing, Japanese
heavy industry and chemical products should be less subject to this
type of difficulty, These and other considerations have led Japan to
put major emphasis on exporting machinery and chemicals; light
manufactures have become less important as export items than in
the earlier stages of economic development, The light manufactures
are, however, expected to continue to beof great significance to the
Japanese economy at home in providing jobs and abroad for
earning foreign exchange, Broadening and diversifying production
and expanding the list of exports are moves calculated to add
strength and stability,

CHANGING TRADE PATTERNS

Private traders purchase preducts where such factors as price,
quality, trade rerms, and rellability of supply are most favorable,
The Japanese are nc different in this respect. Japan, in fact, gives
such factors special attention because of the size of its import bill,
the importance of imports to the people's livelihood in keeping down
the cost of living, and the balance-of-payments problems, It is algo
a good business practice. Sales of U.3, farm products have done
well in this type of comperition, '

There is, however, another area in trade which is broader,
and involves in principle the Japanese Government rather than the

24

1y L e B i AN A e ML S s, 2T

b s g T T

LTI

vy

i
%
¥
b
K
K
%
3
M
[
Ei
%
3
-
"
3
E
i
3
4
i
1
4
K
7
H
4




private trader. Decisions are not so direct, notso straightforward,
and not so easily demonstrated, Broad trade issues, long~term con-
siderations, and national policies become entangled, This other area
arises out of Japan's heavy dependence on eXport trade to keep
Japanese manufactures moving in increasing volumes off the grow-
ing Japanese assembly lines, To do this, selecting the source of
imports inevitably becomes linked in varying degrees with export
considerations both now and over the next several years, Gaining
and holding markets abroad, in what is referred to as an aspect of
trade diplomacy, is a prime motive. The extreme of this situation
is, of course, where a purchase of Japan's manufactured items is
made conditional on a written ororal understanding that Japan takes
an offsetting amount of farm products, Japan's written trade agree-
ments do not specify amounts, as pointed out,

Already Japan hag gone far toward restructuring the Japanese
economy to get into a hetter position for supplying a wide selec—
tion of items needed by developing economies, But developing
nations, if they are to expand trade with Japan, must earn the
necessary foreign exchange, and they are not doing so in sufficient
amnounts,

Two reasons account for this. First, farm production has noet
increased enough to supply the increasing number of people and to
provide the big volume of surpluses needed to export, Also the
terms of trade have often run against the sellers of primary
products in world markets, Prices of farm exports have often
declined, except in war periods, while prices of industrial goods
imported have increased, Japan as a large importer has profited
from price declines. The underdeveloped areas are attempting,
through such world organizations as the United Nations te obtain
some relief in which the developed areas would give concession or
advantages to imports from less developed countries,

The idea that underdeveloped countries earning more foreign
exchange would become better customers for Japan's industrial
products is persuasive, Japan is not likely to trake the appeal of
underdeveloped nations for markets and more favorable treatment
lightly, especially when steady pressure from such countries to
purchase their farm products is applied by areas having an un-
favorable balance of Payments with Fapan. On this point, the Prime
Minister recently stated that his Government would make effores
to survey, develop, and purchase primary products from de-
veloping countries, especially those in Southeast Asia,

In implementing this policy, the Japanese could favor the less
developed countries when their products are competitive in guality
and price without incurring any cost to Japan, At some .- rifice
they could pay more to underdeveloped areas for their farm
Products. Or, they could admit these countries! produce free of
import duty. Also, in another but directly related sense, Japan
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could send Japanese technicians to help neighboring Asian coun-
tries expand lagging farm production through adopting improved
Japanese technology. This is already being done to some extent.
Japan would then buy the imports, and sell the exporting countries
chemical fertilizers and other production requisites. Something
along this line has taken place between Japan and Taiwan, Co-
operation would, of course, be on a basis of voluntary arrange-
ments. However, Japan can also help the less developing nations
by extending grants and yen credit as an alternative to trade
concessions.

Trading activities on the part of Japanare not limited to South-
east Asia, Japanese trading activities extend to most paris of the
world, As a big importer and a skilled manufacturing nation, Japan
can trade to mutual advantage with developing countries throughout
Asia, Latin America, and Africa. In these areas, Japan locks for
market cutlets and sources of raw materials.

In developing sources for raw materials, the Japanese have
shown a willingness to supply investment capital and technology
to develop local industries in the host country. This type of activity
may at some future time find Japan taking a big role in finding and
developing new areas of production for farm products, with im-
portant implications for the United States, It can make expanding
the U.S. share of the market for some products difficuit,

The greatest impact of this is likely to be in Southeast Asia,
but could extend to all of Asia. Japanese emphasis on Asian affairs
is rooted in history, geography, and the complementarity of the
Japanese economy with the economies of neighboring Asian coun-
tries.

n 1934-36 almost two-thirds of Japan's export trade was with
other Asian countries and more than half of Japan's imports came
from them. In 1964 Southeast Asia absorbed 26,7 percent of Japan's
exports. Geographic locations and hauling distances are favorable
for trade. And, political issues aside, there is a complementarity
hetween an industrialized Japan and the developing countries with
agricultural economies and mostly farm preducts for eXports.

Geographically, Japan's world trade now divides into three
more or less equal parts: The United States, Southeast Asia, and
the rest of the world, Actually, for much of the last century Japanese
trade was strong with other Asian countries, This trade was
thoroughly disrupted during World War IL The marks of the con-
flict have not entirely disappeared. As the bitterness and distrust
caused by Japan's military adventures have subsided, both diplo-
matic and trade relationghips have been gradually established with
Asian nations except for the Communist countries, Japan, as a
major Asian nation, will play an increasingly larger role in
Asian affairs. Two-way trade and technical aid is one way of
doing this.
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Trade with the Communist countries is perplexing for Japan,
The Japanese do not desire to forego any cpportunities for profit-
able trade; in fact, they probably feel that the country can hardly
afford to be selective for political and diplomatic reasons. On the
other hand, Japan is fully committed to the side of the United
States and the Free World in promoting world peace and economic
Progress,

Censequently, the Japanese have tried to walk a Vtight rope" on
the issue of tracing with Communist China, attempting to separate
trade from politics, This is not easy, primarily because the Com-
munist countries are not likely to cooperate for any extended perind
of time, For them, trade and diplomacy go hand in hand, and the
leadership is not likely to let the two remain separated,

Less than 5 percent of Japan's tradeis now with the Communist
countries, Because of geographical and historical relationships,
and because of the emergence of Communist China as a world
power, a great deal of interest and speculation is coming to center
on Japan's trade, or lack of trade, with nearby Mainland China,
it is, of course, in looking ahead rthat the speculation arises.
Actually, Sino-Japanese trade remains shaky 15 vears after the
Communists seized the Mainland, Diplomatic recognirion has not
been granted to Peiping. Instead, Japan recognizes the Republic of
China (located in Taiwan) as the legal and rightful government of
all of China, as does the United States and many other countries,
There is no significant pressure to change this diplomatic position
at this time,

Such trading activities as are carried on between Japan and
the nearby Mainland are conducted between private traders in Japan
and the Chinese Government. Japan would gain little or nothing by
recognizing the Communists, Trade relations on the existing basis
have been stormy as a result of the Chinese attempting to use trade
as a device in maneuvering for diplomatic and political gains, This
is indicative of China's interest in obtaining diplomatic recognition,
but Japan has steadfastly refused to yield ro this type of pressure,
World events, however, are moving and shifts are taking place,
Should the Mainland's political situation change, Japan wants tc be
in a position to participate in any new developments, if opportunities
come,

The current schism in Sino-Soviet relations stirs additional
Interest and raises important Iimplications about trading pos-
sibilities. Communist China now needs to trade with the Western
countries and shows signs of wanting to expand trade with the nations
of Western Europe and Japan, Political links with trade are some-
tirmes muted by the Communist autherities, but are just under the
surface and frequently come out into the open. Recent Chinese
overtures are in a lower political key, French recognition of
the Communist regime and the prospects of Western European
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countries gaining a firm hold on Chinese trade make some J apa-
nese citizens and business groups more eager to step-up trade
with the Mainland lest Japan be disadvantaged commercially at
some future time,

Much of the drive to increase trade with the Communists
loses its force because responsible Japanese leaders know thar trade
with the Mainland is uncerrain at present, and, for a booming Japan,
it has no grear sense of urgency attached. However, because of
long-run possibilities for an expanded Japanese market on the
Mainland, and because of some public opinion and pressures
inside Japan, the Government does not feel it advisable to ignore
the trade question and relationships with the Mainland, Consequently,
revival of trade is taking place even though Japan runs some risk of
alienating the Republic of China (Taiwan) and possibly losing a
profitable and growing market for an uncerrain Mainland trade
accommodation, The Japanese Government, however, does not ap-
pear to be making any strong effort to encourage Sinc-Japanese
trade. But all of this could change. Export difficulties for Japanese
goods in other markets would increase official interest in trade
with Communist countries,

The notion in Japan that China is a strong market and a2 source
of supply has its foundation in recent history, In the prewar pericd
some 18 percent of the country's imports came from China, Scme
Japanese feel that this type of trade can and should be reestablished,
There is, also, the impressive population statistic of more than 700
million Chinese, which at a glance appears to set the stage for an
enormous market on Japan's.doorstep,

Other reasons generally cited for favoring expanded trade are
that the two countries lie in geographic proximity to each other;
that the two peoples have cultural ties and ethnic similarities;
that the two economies--one backward and agricultural, the other
modern and industrialized-—cc—mplement each other in an economic
sense,

China stands to gain more than Japan from trade. Japan has
strong markets in the Free World and sources of abundant raw
materials. Communist China could add very little, On the other
hand, China could benefir a great deal by importing advanced
J apanese technelogy and equipment in exchange for low-quality
raw materials. Of all the sourcesg open to China, Japanese methods
and techniques in agriculture, particularly, should be most easily
adopted. The Japanese have had practical experience with produc-
tion problems under Chinese conditions gained during the occupa-
tion of the Mainland and Taiwan.

As indicated, the only advantages to Japan would be to expand
some markets and gain access to some low-quality raw marterials
and agricultural products, It might be misleading to assume that
China cannot find 2 means to pay Japan and that this precludes
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any sizable increase in trade, Growth in the Chinese economy and
the shift in China's trade patterns could, and probably will, in-
crease Sino-Japanese trade. The quantities of farm products,
minerals, and other items once going to the Soviet Union to pay for
industrial goods, if sold in the Free World markets, could make
China a sizable competitor. The Chinese appear to have completed
or nearly completed payment of earlier long-term loans received
from the Soviet Union, This should ease the pressure on China's
foreign account, The Chinese Communist leadership appears also
to have turned slightly away from the more doctrinaire approach to
farm problems and people. This switch may or may not last. But i
given a little more sensible treatment, the hard-working Chinese
farmers may again enable the regime to resume exporting farm
products on a level considerably above the low 1959-61 years,
This could happen even though the Mainland continues to import
wheat and other grains for use in the coastal cities,

Current and developing trade appear to be unsettled, If trade
continues to expand as now appears likely, Chinese farm products—-
such as soybeans, rice, pulses, corn, hides, and skins--wiil likely
continue to be offered to Japan. If the Japanese want to sell steel,
fertilizers, and other manufactures to China--and they do-~some
farm products will likely be taken to promote such exports. This,
of course, hurts U.S, opportunities when exporting and importing
are lirked in such a manner. In the long run, however, it appears
that China will not be able to export many farm products but will
require practically all of its farm products for domestic uses.

TRADE TRENDS

World War II badly disrupted Japan's international trade, Re-
covery began very soon after the end of the war, However, by 1950
exports were only 32 percent of the 1934-36 average. The share of
textiles, including raw silk and cotton products, was abnormally
high in the prewar years, A marked shift in composition of trade
became noticeable also after the war, Textiles, whichhad accounted
for 52 percent of total exports in 1934-36, declined sharply at
this time (33). Exports of rrachinery, metals, and chemicals ex-
panded at a relatively faster rate than textiles and increased their
percentage of the total,

From 1956 to 1963 a highly significant structural change took
place. Machinery exports «s a percentage of the total rose from
12.4 percent in 1935 to 27 percent in 1963, and the percentage
continues to grow (5). The share accountedfor by textiles continues
downward, Other products thar have sold exceprionally well in the
postwar period have been cameras, toys, plywood, glassware, foot-
ware, radios, and other items which Japan has improved to meet
world export standards,
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The growth of Japan's imports and exports and the balance of
trade for 1950-64 are shown in table 3. Values are based on custom
returns and have not been adjusted for price changes, Japan
generally incurs a trade deficit on the basis of exports £.0.b. and
imports c,i.f, Therefore, with adjustments forfreight and insurance
Included in the c.if, tigures, the merchandise account would be
more nearly in balance,

Japanese imports and €Xports have been growing twice as fast
as world trade--a comparative measure of the upward trend of
Japan's foreign trade, Exports (f.0.b.} in 1964 increased some 22
percent over 1963, reaching $6,673 million, while imports (c.i.f.)
went up about 18 percent to $7,938 million, Attaining and holding a
proper balance between eXports and imports has been more
of a problem, However, on a foreign exchange basis, the account is
satisfactory. When deficits have become troublesome, the cause hag
generally been over buying on the part of Japanese businessmen
rather than a decline in €Xports, A rapid buildup of Japanese in-
dustry has required heavy spending for capital goods in scme boom
years,

Of most direct interest to U.S. farmers, the annuail value of
Japan's agriculiural imports has trended up sharply over the last
decade or more, This rise in farm imports has paralleled the
population growth and the growing needs of the country for food

Table 3.--JAPAN: Balance of trade, 1950-8

Year ( Imports Exports
(c.i.f.) (r.o.b.) Balance
--------- Fillion dollars- - ~ - - - _ _ . -

1950, ., oiunuu. . 974 820 -154
1951............, 1,995 1,355 -640
1952...... Ceeenas 2,028 1,273 -s5
1953, .ieuina,., 2,410 1,275 -1,135
1954 iiinnnn.,. 2,399 1,629 -7%0
1955, e 2,471 2,031 450
1956, i eeanuin,.. 3,230 2,501 -729
1957 ... 4,284 2,858 -1,426
1958...... rieens 3,033 2,877 ~-156
1959, 0 lull., 3,599 3,456 ~143
1960, v einnnnns.. 4,491 4,055 -4386
1981,y 0nnen,, .. 5,811 4,236 -1,575
1962.. .. uini.s 3,637 4,916 =721
1963 . c0invnnn... 6,736 5,452 ~1,284
1964 i i V7,938 6,673 -1,263

Source: (19),
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and raw materials in excess of the quantities supplied by domestic
producers. As the deriand for farm imports has grown, the compo-~
sition or the type of imports has adjusted to changing demand for
foods and agricultural raw materials. The level, trends, and
composition of farm imports by major commodity groups are
shown in figure 1. The major groups conceal some changes and
shifts in demand for specific farm products, This is shown more
clearly in the sections of the report dealing with selected products
: of major concern to U,S. export interests,

Since the end of World War II, the United States has been the
leading supplier of the Japanese market, (The share of the toral
: Tapanese farm imports by value for selected years are shown on
4 . the cover.) U,S, sales have been heavily concentrated in nine
i products--cotton, scoybeans, rice, wheat, barley, corn, hides and
sking, tobacco, and tallow, Rice and barley virtually disappeared
: from the list of major exports to Japan for a time, Their future is
: still somewhat uncertain, Some other products are finding good
i reception in Japan, They are: Grain sorghum, safflower seed,
raisins, lemons, nonfat dry milk, and poultry, The following sec-
tions of the report discuss the general sources of supply of major
U.S. farm exports to Japan and the competitive position of the
United States in the marker,

JAPANESE AGRICULTURAL IMPORTS
BY MAJOR COMMODITY GRQUPS

$ BIL.

7] Other agriculturol praducts

Sugur and preporations
Fats, oils and gilseeds
Cereals and preparations
Matural libers

25—

2.0

1952-54 1956 1958 1960 1962 1964 1966
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Figure 1
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COMPETITION, COMMODITY-BY-COUNTRY

Japanese traders are active throughout the world, buying and
selling a wide assortment of commodities. The country's farm
import .needs are large and include most products grown anywhere
in the world. Japanese annual purchases from the world's farmers
and ranchers are increasing year after year, In 1964, these pur-
chases amounted to $2,683 million, Alternative sources of supply
exist for most farm products, Since purchases are on a global
basis, all sellers are free to compete. The market opportunities
that Japan offers attract sellers from all parts of the world, As a
result, there are generally many countries bidding for a larger
share of the current and the future market potential,

Agricultural exporting countries selling to J apancan be divided
into two groups--the less developed countries and the industrialized
countries. The underdeveloped areas, siruated primarily in Asia,
Africa, and Latin America, are striving to increase agricultural
broduction and are Pushing sales of farm products vigorously as a
means of earning foreign exchange, Often such countries depend on
one or two farm exports to meet most of their international obliga-
tions, These areas, faccd with slow incresses in preduction and
often with mounting population pressures, do not generally have
large surpluses. They do have the benefit and the advantage of
Japan's desire to Cooperate with them by buying their products,

The industrialized countries have had problemsin disposing of
surplus farm products. In the developed countries, widespread
application of modem technology has boosted production so much
that supply exceeds domestic needs, The excess mustbe sold abroad
or stored at considerable cost. Selling is much preferred. Holding
and expanding foreign outlets is a leading problem for them,

Along with the United States, developed countries such as
Canada, Australa, New Zealand, France, and some countries of
Western Europe have difficult farm marketing problems, Both
Canada and Australia possess large agricultural resources and
modern technology. Both countries have a small population so that
domestic demand is not great, Foreign markets are highly signifi-
cant to them,

The pressures to sell assure that Japanese buyers face
2 supply situation where competition among sellers is keen. The
Japanese have strong reasons for encouraging competition, Inviting
many sellers to compete keeps Japan from becoming dependent
on one source of supply. In a more direct commercial sense, it
assures competitive prices and attention to quality in products
offered for sale, With Japan's large annual import bill, small
savings on each unit purchased amount to sizable savings in foreign
exchange expenditures, Keeping down the cost of imported raw
materials is important to cost-conscious Japanese manufacturers,
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Importing at the lowest possible prices is also a means of curbing
consumer prices, an important consideration in a country with
inflationary pressures. These are some of the reasons why Japan
is one of the most competitive markets in the world ard why it is
likely to remain so,

Proof of the importance that the Japanese attach to trading
skillfully can be found in the amount of resources, financial and
human, devoted to foreign trade. The work is centered in several
trading firms that are unique to Japan, These organizations act
both as salesmen for Japanese manufacturers and as buyers for
the Japanese firms that use imported products, Although the
organizations have many facets, rendering services is the central
reascen for their existence. The service offered by these firms is
basically expert knowledge and competence, Their buyers are
familiar with world trading conditions and patterns, The firms have
offices, staffed with well-trained people, at strategic and widely
scattered points in the major trading areas of the world (32), From
a competitive point of view, the trading firms give Japan the
organization and the expert knowledge required to locate and
negotiate the best buys for Japanese interests.

On a geographic basis, the sharpest competition for U.,S,
farmers in the Japanese market, other than Japanese growers,
comes from Australia, Canada, Mexico, Argentina, Mainland
China, Thailand, and the Union of South Africa, Of course, there
are others depending on the product. The supplying countries
include bhoth underdeveloped and developed countries. In this
connection, answers to the question which country or area enjoys
an advantage in supplying the Japanese market because of lower
production cost, or shorter ocean transportation distances are
difficult tofind measuredin terms of dollars and cents, The increas-
ing role of the various governments in financlally aiding their
export trade clouds the issue of comparative advantage in an
economic sense except as a point of reference,

Turning to products of keenest concern to U.S, farmers, the
following sections of the report discuss the competitive situation
affecting selected farm products. Products chosen are those of
major interest to U.S, agriculture based on Japanese purchases of
recent years. They are raw cotton, rice, wheat, barley, corn,
grain sorghum, soybeans, safflower seeds, hides and skins, tallow,
raisins, lemaons, tobacco, poultry, and nonfat dry milk,

FOOD GRAINS

Rice, barley, and wheat are the major food grains in Japan.
Several miscellaneous grains are grownbut in such small quantities
that they do not figure prominently in the nation's food supply. As
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in most 1ow-income countries with limited agricultural land and
many people, food grains have historically provided the bulk of the
Japanese diet, For the Japanese the supply of rice, barley, and
wheat has generally made the difference between being bungry and
being reasconably well fed, Consequently, grain production, supply,
and distribution have been matters of topimportance in the national
life,

In 1934-38, Japan had a caloric intake estimated at 2,175
calories daily per capita. About 70 percent of the total came from
grains, primarily rice, barley, and wheat. Another 7 percent came
from potatoes and other starchy rootcrops, Together, these starchy
{oods made up more than three-fourths of the total,

In the pestwar period, caloric consumption has increased, In
1962, it was 2,282 calories {excluding liquors and soft drinks), Of
this amount, starchy foods {cereals and potatoes} accounted for
roughly two~thirds, The daily supply of 2,282 calories is below
nutritional reference standards for an adequate diet. Japan has set
2,500 calories as an ideal nutritlonal standard,

In the earlier stages of economic development, a diet built
around rice and fish fitted Into development plans and resource
availabilities. Growing cereal grains and potatces, using cheap
family labor abundantly applied, would produce the maximum number
of calories per unit of land, Only in the last few years has the
economy reached a stage at which the countrycan improve diets on
a sizable scale. Some progress has already been made, as shown
in table 1.

The Nutritional Survey (page 5} noted improvements in the
nutritional quality of the dier, but pointed out that there ig stiil a
considerable way to go, In terms of goals set for 1970-~described
as ideal levels--the 1963 consumption level offatwas at 77 percent
of the target; calcium, at 62 percent; and vitamin B-2, at 66 percent,
There is still--the study conecluded--a need to reduce the caloric
intake from rice and to increase the intake of animal foods as a
source of fats and oils as well as quality proteins. More vegetables
and fruits, especlally green and yellow vegetables, are needed as a
source of vitamins.

Clearly, Japan is moving toward a change in diet pattern that
is shifting food demand. Starchy food crops are in a decline, Not
all starchy crops will be equally affected because some are
strongly entrenched in consumer preferences. Crops of greatest
interest to U.S. farmers and developments affecting the market
are discussed in the following section,

Rice

Japanese consumers prefer rice to all other cereal crops.
Trends in the Japanese rice market are difficult to appraise. The
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furure demand for rice imports and implications for U,S. rice
growers are uncertain, Historical events and developments of the
past two decades furnish several clues, but these do not necessarily
forecast the future in any precise sense,

For many centuries rice has been the principal crop and the
predominant source of food energy in Japan, Today, the economy
still depends on the production, supply, and price of rice to a very
significant extent, Providing for the people's need in this basic
food and keeping prices reasonable and stable has long been 2
major concern of the Japanese Government. Many of Japan's
agricultural laws and farm policies over the years have been
centered on efforts to assure an adequate supply of rice,

Through military conquest, new sources of supply were
acquired and developed to assure food needs, Before World War 11
(1937-39), Tapan imported an average of 1,818,000 tons of rice
annually from its colonies, primarily from Taiwan and Korea (25).
These countries grew the short-grain rice similar to rice grown
in Japan, World War iI and the defeat of Japan brought an end to
this colonial supply. Japan once again was back to relying on do-
mestic production and commercial imports from regular trade
channels,

Domestic production averaged 12,2 million metric tons in
1935-39 of paddy rice equlvalent. The average for 1948-532 was
slightly under 12 million tons and dropped to 10.3 million in 1953,
Actually rice production held up surprisingly well during the war,
A slight decline in domestic production and a loss of colonial
imports, however, put severe strains on the rice supply, The
stringent food situation was further intensified by a heavy inflow of
Japanese citizens--estimated at 6 million--repatriated from the
colonies back to the home islands after the end of the war, Rice
imports and other foodstuffs were badly needed,

From 1950 to 1954, rice imports into Japan averaged nearly
1 miilion metric tons of milled rice; this amount was about 55
percent of the prewar average. Also the source of procurement had
to be changed. Korea no longer produced significant quantities of
rice for export, and Taiwan recovered slowly, The United States
supplied about 18 percent of the 1950-54 total imports.

The 1935 rice crop in Japan marked a turning point in preduc-
tion and eased the tight supply-demand situation, Production jumped
from a 1950-54 average of 11,492,000 metric tons in paddy equiva~
lent to 15,481,000 tons in 1955, Production has been maintained on
this new and high plateau with some year-to-year fluctuations. A
record crop of 16,261,000 tons was harvested in 1962, The last 3
crop years show production figures moving somewhat sideways
at a high level, but slightly below the record crop of 1962,

On the demand side for rice, the Japanese market presents
the more difficult problems for analysis, particutarly as to future
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demand prospects, Experience in other countries has shown that,
when consumer incomes rise, food consumption patterns ghift
from starchy foods--cereals, potatoes, and other rcot crops--to
more health foods, such as milk, eggs, red meats, vegetables,
and frults, Japan's per capita national income has already advanced
far enough to reflect such a general shifc, but rice continues to be
the preferred cereal, This raises an Interesting question: Wiil
Asian people, on attaining econumic affluence, behave in the
expected manner in shifting away from rice? The question is
broader, of course, than just purchasing power consideration since
it involves such things as customs, attitudes, scales of values, and
educational level of the pecple,

Modern Japan is in a position to provide some answers to this
question. Per capita income is now at a level where consumers
can afford other foods and the Japanese have demonstrated an
eagerness to try "the new and the different generally,” But more
time and analysis will be required for an answer as to what extent
and at what speed an affluent Asian people--long accustomed to
eating rice--will abandon a tradition of building the meal around
one product,

Avallable Japanese food balances show somse interesting de-
velopments and trends, During the severe rice shortrages after
World War II, Japan could not obtain rice and had to reduce con-
sumption drastically from the 294 pounds consumed annually per
Capita before the war. Consumers accepted substitutes, such as
barley, wheat, and potatoes; they had no other choice,

Beginning in 1955, rice supplies again became plentiful, but
rice has not achieved the predominance inthe diet that it once held,
Per capita consumption was only about 257 pounds in 1962, some
37 pounds below the prewarfigure. However, per capita consumption
Is increasing slightly at a time when J apangse consumers gre
generally moving away from starchy foods, especially barley. There
is no way of estimating how far the shift back toward prewar levels
will go, or when per capita consumption will start declining,

Two factors influencing rice consumption to an unknown degree
are ratloning and Government pricing of rice, Some 20 vyears after
the end of the war, Japanese-grown rice is stll rationed, In
addition to rationing, the Government is heavily involved In the
production and distribution of rice, Prices paid to farmers are
fixed at a high level, which is reflected in high retail prices.
Consequently, with ratloning and price-fixing the demand for rice
In a free-market framework is not being tested vigorously in the
postwar period,

In assessing demand brospects, however, there are additional
elerients to be considered, Population is increasing by almost 1
million people annually, These people will require additional rice.
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Many consumers can eat more or the same amount of rice and at
the same time eatmeat and other animal products. Also, the brewery
industry is increasing the tonnage of rice used in making "*sake,”
the nattonal drink (table 4). The amount of rice used to make sake
has more than doubled in the last 6 years, It is not unreasonable to
expect that consumption of sake will continue to increase, expanding
the demand for rice.

The basic reason Wwhy the United States lost the Japanese
rice market after 1935 was the great successesin increasing ylelds
achteved by the Japanese rice growers., Imports of rice dropped
from an average of §92,000 tons in 1950-54 to only 223,000 tons 1n
1960-64, Recent developments, however, have put the question of
gelf-gufficiency in doubt. Japan will likely need to import about 1
million tons of rice in the 1965-66 rice year.

The Japanese Government's policy on rice has an important
bearing on the degree of self-sufficiency attained and the degree
1ikely to be maintained in the long run. Japanese farmers receive
what are probably the highest prices in the world for their rice,
making it a most profitable crop, In setting support prices, the
Government considers cost of production, parity, and the broad
economic aim of enabling the farm population to share more evenly
in the nation's growing prosperity, Since rice is grown on three-
fifths of the farms, increasing the prices paid to rice growers
provides a useful vehicle for funneling additional funds into the
lagging farm economy.

Since 1960, rice has been supported on a "cost and income
compensation formuta.’ Under this formula, the cost of producing
rice is calculated using an average of the three most recent years.
The average is then adjusted to bring agricultural income more
closely into line with nonagricultural income. The revision is guided
by comparing such factors as materials and labor costs in rural
areas with those in industrial areas,

Table 4.--JAPAM: Rice used in making sske, 1958-63

Imported rice

Year Total
Broken
[ —
------- l,OOOme‘trictons—-—--—-—-----—

1958 ianisnn 194 16 41 8 259
1950, s sveea 212 2 20 9 243
1960 e nvares 241 2 g 22 274
1961 saassns 301 1 5 27 334
1962 0 neaans 351 11 16 15 363
1903 saarveen 504 16 19 17 556
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In the present Japanese economy these built-in movers push
prices upward, The support price for the 1964 crop was pushed
up by 14 percent. Consumer prices in January 1963 were also
raised by about the same percentage,

The following calculations, worked out in the U,S, Agricultural
Attache's office in Tokyo, provide an example of the rice support-
program for 1961,

Price per

Domestic rice metric tont
Prodiction COStu.uvrreseines cerreeereerrerenran . $110,10
Government purchase price....... arreverainarasras 224,90
Government wholesale DriCe.,..ivviiiiennens reerun 220,10
Official retail price........u.... rrereeeansnararnne e 236,10
Imported short-grain rice

(Japonica type}
Government purchase price=,......oevereren. reree 135.64
Cfficial retail price......cuu... eetererrresressieniots 230,60
Imported long-grain rice

{Indica type}
Government purchase prif:e2 .................. 130,94
Official retail price .uvvereues.. terarrrsientsrinnen 197,20

* Milled rice basis. 2 Paid to importers.

Supporting prices is costing the Japanese Government more
and more each year. An alternative would be to import more rice,
Should the Government adopt such a policy, the question of available
world supplies has to be considered. The Japanese cannot be
sure that rice will always be available.

Rice, indigenous to the Far East, is believed to have heen
introduced into Japan by lmmigrants from South China in about
the first century B.C. The rice introduced is thought to have been
of the short-grain variety, which the Japanese prefer (1). More
than 90 percent of the worid's rice is grown and consumed in the
Far East, Rice trade is also largely confined to the Far East,
Mainland China grew an estimated one-third of the world supply
in the late fifties, India arcund one-fifth, and Japan about one-
fifteenth {6). Burma, Thailand, Pakistan, Indonesia and other Far
East countries are also large growers and consumers. Burma and
Thailand are the world's leading exporters. The United States is
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the third largest exporter. Mainland China exports rice in geod
crop years, and some finds its way into Japan when political
relationships between the two countries permit it. For the past
several years, Asian countrles have moved their avallable rice
exports into world trade without any great difficulties, Population
growth in the rice-consuming areas is expanding demand. Some
countries may not have the rice to expotrt bhecause of growing
domestic needs,

U,8, rice growers, on the other hand, under strict acreage
control, still produce more rice than can be sold for cash. Much
of the rice grown moves under aid programs, and new cash markets
are badly needed.

A closer look at the countries supplying Japan in recent years
shows that other Asian countries are in an advantageous position,
but supplying countries are widely scattered (table 3).

The type of rice demanded biy Japan, transportation distances,
and general trade considerations give other Asiancountries an edge
in the Japanese market, particularly when import requirements
are small, Neighboring Talwan, South Korea, and Communist China
grow the type of rice preferred by the Tapanese consumer, But all
three countries have limited export availahilities,

Taiwan has an agreement with Japan to exchange fertilizers
and other mamfactures for rice, A minimum amount of 150,000
tons is expected to move to Japan in 1965. Taiwan has an annual
agreement with the Unired States which limits the amount of rice
that can bhe exported as leng as Taiwan still qualifies for other
grains under PL 480, A more fundamental question, however, from
the long-run point of view is export avallabilities. Taiwan has a
population growth rate of more than 3 percent annually. Although
good gains have been made In rice production over the past several
years, the amount available for export is not large, even in good
years,

South Korea; a grain-deficit country, can spare only small
quantities of rice, and this only in goodcrop years, However, South
Korea and Japan have recently reached an accord diplomatically
and much closer economic relations are anticipated. But Korea's
domestic requirements, like those of Taiwan, are rising because of
population growth,

Mainland China is an unknown quantity as a competitor, Japan
reportedly purchased 120,000 metric tons of rice fromthe Mainland
in 1965, This transaction marks thefirstpurchase since 1938, when
a political squabble brought trade to a virtual halt, Reportedly,
the Chinese Communists offered larger amounis, But Japan may
consider this socurce unreliable and be reluctant to depend on it.

Japan purchases rice every vear from Thailand and Burma,
probably te balance trade with it's underdeveloped Asianneighbors,
Italy, Spain, and Brazil have been sporadic suppliers tc Japan,
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Table 5.-~JAPAN: Area snd production of miltled rice,

1960-£5, annual 1955-64

and imports by principal country of origin, averages 195054 and

b iy o T

Froduction

Inportst

Thai- |
land

| Burmz

Cther
couniries

Spain

Import-
dependency
rate?

Averages:
1630-54..
1960-64. .

1,000
acres

1,000
metric tons

7, 464
8,109

7,961

.|8,013

32,003
8,039

8,125
8,175
8,156

- 8,115

8,050

{8,048

8,430
11,590

11,270

9,918
10,432
10,914

11.376
11,701
11,301

11,838
11,859
13,450

21

20
*)
c

0
0
()
(2}

(?)
107

(3

)
0
0

%
117

192
28

236
2€7
1056

51

27
47
B

21
28
36

46
&8

183

a9
115
191

51
33
&

52
85
02

26

148
165

11
148

8
Al
17

L2
15
24

25

1,240
7560

347

505

277
175
126

178
222
415

1 Stenderd Interpation

2

Less than 500 metric tons.

Source: (11} and {19}.

@l Trade Classification Hos. 042-110, 042-120,
Fquals imports divided by production plus imports (

1,000
metris fons

Percent

F,422
11,813

12,515
10,678
10,779
11,415

11,853
11,874
11,427

12,016
11,881
11,865

10.5
1.9

042-210, 042-220, 042-250.

stock figures not available).

L a




o

5]

Japanese Imporis and U5, Share

RICE ¥

THOUS, METRIC TONS

1,000 Totql%&& Share

800

it

600

400

206

a il PN Lt e ST

1964 1966

TEAR EMDING CECEWBER 31 *uLLes RmiTE, Ay MPORTE FROM LS LESS THAN 04 . T,

:

By 5, DEPARTMENT OF AGRICULTURE WEG, €RS J703-85{5) ECONOMIC RELEMRCH SERYICE

Figure 2

R Py SO SOL ]

Esgentially, the larger the quantities of rice required, the
i better the chance for U,S, sales, This is especially true of the long-
grain {Natto) variety produced in the southern part of the United
g States. Histerically, the Japanese have preferred the shovt-grain
- U.S. rice (Pearl variety) grown in California. Most U,S. shipments
. to Japan have come from this area, However, the Fapanese have
2 recently purchased shipments of the long-grain rice. Prospects
for further sales are hopeful, depending on bow much rice Japan
needs and the available supply of the preferred short-grain variety.

The Japanese rice market in the rice year November 1964 -
Qctober 1965 expanded substantially, Purchases reportedly
amounted to 722,000 metric tons. Prospects that even a larger
amount will be needed next year are good,

The recent flurry inbuying may or maynot be temporary, How-
ever, there are too many unknown factors on both the demand and
supply side for the United States to rule cut Japan as a potential
market, as seemed plausible a few years ago when U.S, sales
dropped toc zero, and Japan appeared to have achieved self-
sufficiency. How U.S, rice exports have fared in the Japanese
market over the past several years are shown in figure 2,

Wheat

Wheat rivals rice as the most important food grain in the
world, Rice provides only a slightly larger share of human food,
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Wheat, in terms of acreages devoted to growingcrops, is the leading
cultivated crop, Production areas are widely scattered overa large
part of the world. Wheat production in 1964 wasg estimated at 9,170
million bushels, compared with the 1955-59 average of 7,965 million,
The leading broducing countries, excluding Communist China, are
the Soviet Union, the United States, Canada, France, India, Italy,
Turkey, and Australia,

Estimated stocks of wheat in principal exporting countries
on January I, 1665, amounted to 3,158 million bushels compared

this, new technology, mechanization, price supports, and stabiliza-
tion schemes have stimulated production to 2 peintwhere the actual
and potential outturn exceeds the commercial demand, Even the aid
programs and acreage controls have not restored the balance.
Japanese food balances show that per capita consumption was
about 2.5 times larger in 1951-53 than in the prewar period

substitutes, U.s, wheat stocks were made available and large
amounts of wheat moved into J apan to relieve food shortages and to

Like so many things in Japan the utilization of wheat ig under-
going sienificant changes affecting the demand for specific types of

farmers grow a soft wheat with a low gluten content, used principally

»

for making noodles and confectioneries, Increasingly, Japan has
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turned to hard wheats with a high protein content and other asso-
ciated qualities required by the rapidly expanding modern baking
industries.

The demand for wheat is stronger among urban people. Also,
indicarions are that bread is popular with young people. Both of
these factors have long-run implications, In addition, the demand
for wheat is affected by the availability and price of rice.

U.S. soft white wheat, which is imported for food uses, com=
petes with domestic wheat, which also must be used for food. As a
source of food, wheat is Japan's second most important grain.
However, the Japanese are turning increasingly to the import market
to meet the country's growingdemandfor wheat, Tmports in 1960-64
represented more than two-thirds of the total wheat supply compared
with about 55 percent in 1950-54, reflecting the growing import-
dependency rate {table 6).

Historically, Japan's wheat production shows some interesting
trends, Acreage under wheat cultivation totaled 755,000 acres in
1878, By 1940, the acreage had increased to 1,832,000, Domestic
wheat production declined after World War 11 because of reduced
sceding, The 1960-64 average was down by 293,000 acres from
1950-54, The 1963 crop was hard hit by unfavorable growing
conditions, specifically by prolonged rainfall during the harvest
season. The 1964 crop was better, but production amounted to only
1,244,000 metric tons. The prospect for the immediate future is for
a further decline.

Among the leading causes of the cutback in production on
Jenanese farms is the worsening labor shortage caused by farmers
flocking to better paying jobs in thecities and a general increase in
the cost of labox, Wheat-price supports are high relative to world
wheat prices, but labor required to produce & bushel of wheat in
Japan is also high, making for high-cost producticn and relatively
low labor returns to wheat farmers.

Looking further ahead, more mechanization with reducedlabor
requirements and lower production costs may halt the downward
trend and make wheat production moxre protitable for the declining
number of Japanese left on the nation's farms, Also, except in
Hokkaido, wheat is a fall-sown crop. It competes primarily with
barley and rapeseeds. Production of both these Crops is declining
also. Reducing the wheat acreage has led to a situation where part
of the land taken out of wheatis 1eft fallow. Since Japan is attempting
vo utilize limited land resources fully, unused land in the country
is surprising. This practice does not appear likely to continue, Some
of the land formerly used for wheat may be utilized to grow forage
for the expanding livestock-feeding programs. In some areas close
fo population centers, vegetables can be grown,

The Japanese Government's policy on supporting wheat prices
has a significant bearing on production, The purchase price is
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Table 6.--JAPAN:; Area and prrducticn of wheat, and imports by principal eoumtry of origin, averages 1950-54 and 1960-64,
annmual 1955-54

Imporist
Tmport-
Produetion dependency

- . Cther rate?
Ausiralia | Argentins eountries

1,000 1,000
aeres | metric toms 1,000 metrie tons

Average:
1950-54... 11,768 1,451 105
1560-64. .. | 1,475 1,380 0

1,639 1,468 79
1,625 1,375 42
1,526 1,330 o

1,480 1,281
1,464 1,416
1,488 1,531 981 1,326

2OR

1,603 1,781 799 1,459
1,586 1,630 880 1,207 445
1,442 716 1,452 1,303

1,256 1,244 1,681 1,400 484

L )

W h oo

0 o
BReY

L SITC Ho. 041.
? fguals imports divided by preduction Plus imports (stock Figures not available),

Source: (11} and {19}.
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calculated on a parity formula using the April 195C-March 1652
period as the base. In the early 1950's, the Government raised the
fixed prices in an effort to make the supports competitive with the
free {or black) market prices, Japanese wheat growers are not
required by law to sell their wheat to the Government, However,
most of them do, indicating that growers find Government prices
more attractive than those of commercial buyers. in selling
domestic wheat the Government ahsorbs losses, but recoups on
imported wheat by marking up the prices,

The Food Agency, located in the Ministry of Agriculture and
Forestry contrels imporied wheat, All wheat, whether for food or
feed, comes in through Government channels except for small
amounts imported for miliing and re-export, Designated importers
buy and import the wheat for the Government, Wheat imports are
planned and designated under two headings: imports for food and
imports for livestock feed. Imports of feed wheat must be milled at
a specified 43-percent milling rate, Wheat-importpurchases by use
and origin in the most recent year of record, July 1, 1962-June 30,
1963, are shown in table 7. More than 70 percent of imports were
purchased for human consumption,

During 1950-64, sales of U,5. wheat in the Japanese market
were strong, but year-to-year sales show considerable variation,
These fluctuations reflect changes in types of wheat demanded by
the Japanese, prices at Pacific Coast ports of U,S, hard wheat,
and rhe aggressive promoting of wheat sales by competing countries
supplying the market, The U.S, share of the market is shown in-
figure 3,

The shifting demand toward hard wheats made it more difficult
for the United States tohold its share of the Japanese wheat market,
In supplying hard wheat, the United States encountered cost and
price difficulties. For example, hard wheat produced in the United
States has to bhe transported from the central part of the United

Table 7.--JAPAN: Wheat imports by country of origin and use,
July 1, 1962.--June 30, 1963

Covucry of origin Food?! Feed? Total imports

United States.....ua.-.. 715,123 144,900 856,023
CanadBecsiioasinrananan 876,055 260,716 1,136,771
Australiaceeiciesananas - 313,033 313,033
Soviet Unione.uievsiunnn. 60, 8OO - 60, 800

Grand tobal.cesavevss 1,687,378 718,649 2,406,627

1 Purchases of wheat for milling and re-export sre not handled by the
Government and therefore are not included.
2 with 45-percent exiraction rate for wheat flour.
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competitive with Canadian wheat

A closer look at the supplying countries shows that the United
States, Canada, and Australia are furnishing the bulk of Japan's
wheat requiremenrs (table 6), Argentina has not been an active
supplier for several years but in 1964 was reported to have
inquired about sales to J apan. The Soviet Union entered the market
in 1959, but has not been 2 major supplier,

The United States and Canada have dominated the Japanese
market for wheat, Australian wheat has come In under the feed-
wheat quota. Canadian wheat sales in 1960-64 amounted to 2,7 times
the amount imported in 1950-54, The Unired States supplied 60
bercent of the market in 1950-54 and Canada supplied abour 28
percent, In 1960-64, the United States had 40 pexrcent of the market
compared with 46 percenr held by Canada, However, U,5, sales in
1963 went up sharply, Tegaining the lead from Canada ag the

leading supplying country., The United States supplied 47 percent
of the market in 1964 and Canada abour 39 percent, A poor wheat
harvest in 1963 forced the Japanese to increase purchases abroad,
The United States got most of the increase. Stocks of wheat at

West Coast ports to meet Canadian Competition have helped 1,8,
€Xports to abtain a larger share of the market,
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Though there have been some complaints on quality of Ganadian
wheat, it is generally well regarded by the Japanese and other
users, Wheat is Canada's chief agricuitural crop and export
commodity and is a leading earner of foreign exchange, Thus, the
Canadian wheat farmers, the Government, and others have a big
stake in keeping wheat production and sales prosperous. The
Canadians spend considerable effort in keeping quality exports
moving into world channels,

The Canadian Wheat Board, a Government monopcly established
under the Canadian Wheat Board Act of 1935, has been an effective
instrument in expanding world markets for Canadian wheat, The
Board has the responsibility for orderly marketing of wheat, oats,
and bariey which move from one province to another and enter
into export trade, Grading and inspection by the Board of Grain
Commissioners, another agency of the Canadian Government, has
contributed to the high reputation of Canadian wheat exports. The
Board also promotes the use and sale of wheat in foreign markets.

Canadian wheat growers have aisc benefited from Government
aid through statutory controls which regulate rail-freight rates of
Western grain for exports. This has meant many miltion dollars to
the prairie grain growers, Canadian farmers are also insured
against drastic cuts inproduction caused by drought or other natural
disasters.

in the 1940's, Canadian wheat production averaged 392 million
bushels annually, Production in the 1950's averaged 495 million
bushels. Carryover in the 1940's averaged 257 million bushels but
increased to 498 million as an average for the 1950's. Qver the
years, Canada~-like the United States--has demonstrated a capacity
to produce wheat at a higher rate than domestic and export outlets
could handle. Sales to Communist Ghina and other Bloc countries
have alleviated the problem temporarily, but have not removed it
permanently (21).

Australia, the third largest foreign source of Japanese imports,
is a leading wheat producing and exporting country. Wheat exports
are subject to considerable fluctuation, reflecting periodic short-
falls in production caused by drought. From 1955-56 to 1959-60,
stocks never rose above 1 year's domestic needs, not an excessive
stock position for a country highly susceptible to drought,

Wheat farmers in Australia have concentrated on producing
soft wheat, Emphasis is being placed on producing varleties with
higher protein content to achieve better baking qualities (22).
Australian wheat now going to Japan moves under the headinﬁf
feed wheat, but this could change. Japan’s purchases of Australian
wheat in 1950-34 averaged 76,000 metric tons, but their pur-
chases increased to 393,000 tons in 1960-64,

The Australians, like the Canadians, have a Wheat Board,
Exports of wheat and flour are channeled through the Board, The
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Board, an adjunct of the Australian Government, has been an ef-
fective instrument in opening and expanding trade channels for
wheat,

Argentina has not been an Important supplier to the J apanegse
market since 1954, When Argentina has good wheat crops, the
country will likely want to sell wheattothe J apanese, But Argentina
is not expected to offer as serious competition to the United States
as Canada and Australia, even though Argentina has long been
among the world's leading grain producers and its wheat is an
important earner of foreign exchange. Neatrby Brazil takes a large
part of Argentina's wheat C¢rop available for exports, Other
important markets are in Western Europe,

The Soviet Union is the world's largest wheat-producing
countxy. Production, however, fluctuates widely from year to year,
Following a good crop in 1938, Soviet exports exceeded 6 million
metric tons, All but approximately 1,7 million tons went to Bioc
countries. In 1968 and 1964, the Soviets had t0 buy whear from the
Western countries because of shortfalls in domestic production,
Large purchases were also made in 1965,

The Soviet Union began trying to get anto the Japanese market
in 1959 and has made some small shipments, It is problematical
whether competition will ever be significant. Soviet production and
export surpluses are uncertain, and Japan needs a reliable source
of supply. Also, the European satellite countries will likely continue
to take much of the Soviet supplies, unless the satellite countries
tarn to Free World sources for their whear imports,

Cne possible facror favering imports is the promises of the
Soviet Union to increase purchases of Japan's manufactures, If
the Soviet officials had their way, imports from Japan would be
paid for by Japanese purchases of raw materials. The Soviers
and other Communist countries favor trade on a basis which
strikes a balance between imports and exports, Wheat, if available,
could be included in that type of an exchange, Japanese business
groups eager to export chemicals, industrial supplies, and equip-

ment could exert pressures for the Japanese Government to take
Soviet products,

Barley

The principal countries exporting barley to Japan are the United
States, Canada, and Australia, Preduction capabilities and stocks in
the several exporting countries are sufficlent to assure brisk
competition. World barley production in 1964 is estimated at 4,080
million bushels compared with a 1955-5% average of 3,255 million,
Estimated stocks of barley held by the principal exporting countries
amounted to 615 million bushels on January 1, 1965, compared with
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a 1950-54 average of 456 million, More than one-half, 310 million
bushels, of the stocks were held by the United States (36).

Barley is consumed primarily as a food grain in Japan, After
rice and wheat, barley is the third most important cereal grain,
It is referred to as a staple food grain. To a lesser extent, barley
has been used as a feed grain, It Is also used by the brewing
industry.

Food balance figures show that per capita consumption amounted
to 12,7 kilograms annually in prewar 1934-38. Consumption in-
creased in the lean postwar vears and averaged 19.7 kilograms in
1950-53, reflecting general food shortages, especially of rice,
that existed following the war, Consumption began to decline in
1955, By 1962, per capita consumption was reduced to 4.7 kilograms.
This shift away from barley is associated with rising consumer
incomes, the availability of rice, the decline in consumption of
starchy foods, and the relatlvely low ranking of barley on the
consumer's scale of preferences,

Some further insight into the loss of consumer preference
for barley and the conditions under which barley will sell can be
found in the history and use of barley by the Japanese, Before
World War II, barley was a major crop in Japan and provided an
important part of the food supply. In 1939, Japan produced 934,000
metric tons of naked barley (2 hull-less type) and 844,000 tons of
common barley (a covered or hulled type). Barley, however, was
insignificant in the foreign trade of Japan. Traditionally, the
Japanese have used barley to supplement and extend rice, Small-
grained varietles with white kexmels are more desirable than
biue kernels for processing. The blue kernels are objectionable
because they stand out in a mixture of rice and barley. Barley is
alsn used in making soups (20), From a nutritional standpoint,
barley complements rice by providing additicnal protein, calcium,
and esgential vitamins to the diet,

Japanese consumers, however, eat barley more for economic
reasons. It is a familiar food; but, more important, it is a relatively
cheap source of energy. The Japanese, however, regard barley as
inferior to rice, Developments have shown that the demand for
barley drops sharply when consumers have a choice between
barley and rice and can afford rice,

The foremost competitor of the Unired States in the Japanese
market for barley is the Japanese grower. Much of what has taken
place in the postwar period involving barley production and imports
can be seen in table 8, Both demand and production of barley have
declined, but demand has fallen more sharply than production,
The import-dependency rate dropped from 24.6 percent in 1950-54
to only 7.5 percent in 1960-64, showing Japan'’s approaching self-
sufficiency in barley though at a reduced level of demand. The
situation took a sharp reversal in 1963 and 1964 with imports
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Table B.--JAPAY: frea and production of barley, and imgorts By principal country of origin, averages 1950-54 and 1960-64 ,
annual 1955-g4

Imports?® T
Import-

dependgncy
United - % s o Other " Tate
Siates | Cenada | Avstralia Iragq Total

countries

1,000 1,000
metirie tons 1,000 metric tons metric tons

Average:

2,192 120 41 2,907
1,593 24 33 1,722

2,407 146 2,983
2,341 301 3,263
2,160 380 3,013

2,067 138 0 2,783
2,308 138 232 2,796
2,301 0 0 2,301

1,976 0 1,976
1,726 o 1,726
759 113 931

1,205 296 1,67

L SITC No. (43-000.
? Fquals imports divided Dy production plus imports {stoek Tigures not available).
? less than 500 metric ions.

Souree: (1) and {19).




again becoming important, Imports of feed barley came to almost
500,000 metric tons in 1964, Demand for barley as livestock feed
remained strong in the first months of 19635,

Domestic barley production dropped from a 1850-54 average of
2,192,000 metric tons to only 1,593,000 in 1960-64. Planted acreage,
despite Government-support prices, declined from 2,404,000
to 1,575,000 acres in the same period. Labor shortages have caused
some of the decline. Land taken out of barley has been mostly
diverted to more economical cropsg or left fallow, The Government
is aware of the shift in demandfrom barley as a food, but continues
to support barley prices and to control barley imports.

The price of barley is supported under a parity formula using
the base period April 1950-March 1952, Like wheat, farmers do
not have a fixed quota for deliveries to the Government. But the
Government stands ready to purchase all quantities offered for sale
at fixed prices. Government purchases of domestic barley and
imported barley are sold at fixed prices. Tariffs are not imposed
on imported barley, but prices are marked up to keep the price
of imported barley in line with domestic prices. This yields a
profit to the Government.

Government prices have moved up as the economic indices
on whick the formula is based have advanced, but prices have not
been high enough to keep resources from shifting to other uses, At
times, prices paid to farmers have been increased when Govern-
ment-held surpluses were not moving into consumption channels,
because of weakening demand, With barley surpluses held by the
Government, imports of barley were discontinued from 1959 until
1963. Reduction in prices of surplus stocks and a shaxp drop in
domestic production in 1963 caused by a poor growing season
reversed the situation. In 1963, imports totaled 172,000 tons,

The countries exporting barley to Japan have been the United
States, Canada, and Australia, the same countries that have shared
the Japanese wheat market. Japan has showed no fixed pattern
in purchasing barley, How U,S, sales have fared as a share of the
market is shown in figure 4, In 1950-54, the U,S, share of the
market amounted to about 41 percent, Canada suppiiad 34 percent,
and Ausgtralia nearly 17 percent.

Australian barley made strong percentage gains in the early
1950*s relative to the United States and Canada, In 1954 Australian
bartey held more than 28 percent of the market and remained a
strong competitor through 1959 when Japan discontinued imports,
Actually, Australia was the leading supplier in 1959 with more than
47 percent of the market, Of the 172,000 metric tons imported in
1963, however, the United States supplied 113,000 tons, about
two-thirds of the total, In 1964 the United States supplied 276,000
tons, 59 percent of the market. Australia was the second largest
supplier in 1964 with 111,000 tons. But each country's share of the
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market has fluctuated considerably from year to year, Although
Australia and Canada have found an additional market for their
barley in Comrunist China, they can be expected to continue as
competitors in the Japanese market,

The outlook for Japan's becoming and remaining a large market
for barley depends on the livestock-feed demand, The prospects
for food barley appear dim, Barley imports are controlled by the
Food Agency. The Government, despite price supports, has tended
to encourage shifting barley acreages ro wheat. Planted acreage of
barley continues to decline, On the demand side, some opinions
have been expressed that the decline in consumption of barley for
food may have ended and that barley, particularly soft barley, may
again be imporred though not in large quantities. There is also a
prospective market demand for two-row common barley for use in
brewing beer,

In the booming livestock-feed industry, the projected ourlook
is for corn and other feed-grain imports ro exceed 9.5 million
metric tons by 1975 compared with 2,354,000 tons in 1960, Com-
mercial-mixed production amounted to 5.8 million metric tons in
1963, up more than 1 million tons from 1962, Barley has a good
chance to find an increased demand from this mushrooming growth,
but grains compete with each other in feed mixes, Price ratios
where one grain can be substitued for another become a facror,
On the encouraging side, the Food Agency authorized substantial
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purchases of barley for feed use in 1963 and again in 1964, Actually,
whether barley could again find an important market in Japan if
permitted to enter at world prices has not been tested,

FEED GRAINS

Japan's demand for feedstuffs is related to the growing live-
stock and poultry industry, Significantly, the Japanese have made
expansion of livestock and poultry a top goal in agricultural de-
velopment plans. The plans are being implemented vigorously with
special emphasis given to increasing production of dairy products,
pork, chicken meat, and eggs. The number of livestock and chickens
on farms and the trends in numbers, together with targets for 1971,
are shown in table 9,

The most sigpificant decline in livestock enterprises is found
in numbers of horses. Between 1955 and 1964, the number of horses
dropped from nearly 1 million head to only 396,000 in 1964. One
reason for the decline isthathorses for military uses are no longer
needed. Also, with the switch to the use of machinery in farming,
horses and draft cattle are not needed in such large numbers as
in the early days. Numbers of sheep and goats on farms are also
declining, with sheep having the largest decline. Numbers of beef
cattle produced for meat have fallen recently, Numbers of dairv
cattle, hogs, and chickens are making rapid gains as planned, and are
expecred to continue expanding as shown in targets for 1971.

The strong emphasis on livestock farming touches the vital
Inrerest of Japanese farmers, the Japanese Government, snd par-
ticularly exporters of farm products to the Japanese market, For
the farmer, the implications include greater diversification with
less reliance on cereal grains, additional inceme ro farmers, and
shifts in farm resource use--more land diverred to pasture and
forage.

The most significant implication for U,S. feed-grain interest
is, of course, the feed requirements associated with livestock
numbers. More and more corn, sorghum, feed wheat, barley, and
byproducts such as bran and soybean meal are being consumed,
The following paragraph describes briefly and generally how these
Tequirements are calculated and how the import needs are es-
tahlished.

Each year the Feed Deliberation Council, an advisory body to
the Japanese Government on feedstuffs, plans a feed supply and
demand pregram. Total requirements are based on all feedstuffs
ranging from commexcial-mixed feeds to forage crops and pasture
grasses, import requirements are estimated by taking total re-
quirements, calculated on the basis of total digestible nutrients
(TDNj), and subtracting the estimated quantities thatcanbe supplied
from domestic sources. The remainder is the estimated amount to
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Table 9.--JAPAM: Kumbers of livestock and chickens, averages 1950-54, anmual i955-64, amd targets for 1971

wtry | peart e
cg:;‘%?l‘zl bgiia‘fca’:ﬁe Horses Sheep Hogs Chickens

1,000 1,000 1,080 1,000 1,000 1,000 1,000
head head heag Tead head head head

256 2,346 1,084 520 468 713 26,312
1,067 2,300 508 463 472 3,348 86,753

421 2,636 937 784 533 825 45,715
297 2,719 838 893 631 1,170 42,589
588 2,590 aig 945 669 1,546 45,341
6354 3,465 762 916 622 1,649 50,291
751 2,365 v 8ss 589 2,244 48,215

824 2,340 673 788 561 1,918 54,627
885 2,396 618 877 520 2,604 71,806
1,002 2,332 547 504 499 4,033 90,006
1,145 2,337 471 383 469 3,206 98,447
1,238 2,207 396 274 401 3,461 n.a.

2,900 % 2,500 500 00 500 7,400 150,000

* Data for 1956 and subsequent years do not include male animals. 2 4-year average. ? Estimated mumbers of Hvestock
needed and targets set by the Japanese Goverrment. 4 Japanese cattle.

Source: (11} and (1a}.
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be supplied by imports. This estimate puts total requirements for
the JFY 1964 (April 1964-March 1963) ar 14,8 million metric tons
of TDN, Domestic supplies of TDN were estimated at 10,7 million
metric tons (including oilseed meal produced from imported oil-
seeds), Thus, import requirements were put at 4,1 million, Imports
of feedstuffs would be the quantities needed to provide 4.1 million
tons of TDN,

Of great interest to U.5, producers of feed grains is the fact
that a rapidly expanding livestock industry in Japan and a limited
expansion of domestic production is widening the gap between feed
requirements and domestic supplies. Import requirements are
booming to such an extent thatJapan has become the world's fastest
growing feed-grain market, Mixed~feed production, using a large
percentage of imported grains and other imports, increased nearly
fivefold from 1958 to 1963. The composition and amounts of in-
gredients golng into compounds and formula feeds for 2 recent years
are shown in table 10,

&
:
1
J

Table 10.--JAPAN: Feed Ilngredients uced in making compounds and formula
feeds, July 1961-June 1262 and July 19&62-June 1963

e pye A

July 1961-June 1962 | July 1962-June 1963

Product A X -

) . Distri- . Distri-

Quantily | pipjen | MEDEWY bl on

1,000 1,000

metric tons  Percent metric tons  Percent
COTTL v v vervmnsnranroronans 1,943 45 2,133 39
WHEEL. s v e v asrarsvaarrans A 2 41 1
BEYIEY e v e rvrrnrenraranns 10 (L) 5 (Y
Milo {grain sorghum)....... {2} — 512 9
Other cerealS......ceeeeos. 3 262 & 37 1
Vheat BIam..crevrntirenaaas 4 11 460 9
Barley bran...-. Cer e - 21 (% 16 ]
Rice bran & oil meal....... 217 5 249 5
Soyhean meal. . oo v nnsnnes 251 & 348 6]
Palm oil meal...cveunrrvnas 35 1 26 1
Iinseed oil meal........... &0 1 a7 2
Other vagetuble oil meal... 134 3 180 3
Fish mealeve s iverinerassnses 2321 3 241 4

. Uther anfimal feed

ingredients.............. 9z 2 119 2
(6 A5 7=3 SR 557 13 965 18
TOLAL e s e varranvannerons &,361 100 5,429 100

1 Jes: than 0.5 pervent.
2 Tneluded in other cereal,
3 Mostly imported milo uupplied by the United Staies.
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Commercial-feed consumption in Japan according to end usage
is roughly as follows:

Chickens....................75percent
] Dairycattle..................lﬂpercent
l Hogs......................12percent

Other, including beef cartle . . . . . .. 3 percent

The above percentages vary slightly from year to year bur the
structure is not changing rapidly., The usage, of course, reflects
the characteristics and composition of the Japanese livestock
Industry and the related feed requirements, About three-fourths of
the total goes to feed poulery fiocks,

Why did the Japanese turn to promoting livestock farming and
will they succeed? Livestock Production has been officially recog-
: nized for some years as a sector of the farming economy that
' needed increasing emphasis. The Basic Agricultural Law of 1961,
which contains the major guidelines for current and future farm
policy, calls for strong support for livestock development.

Growing bProspetity with rising consumer incomes brought
; Japanese officials to a critical juncture, The growing demand for
L livestock products and the shift away from starchy foods called
%‘. for an adjustment in farm policies to reflect consumer demands
;r
;

PR L)
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as indicated by the rising prices of such products as red meats,
milk, butter, and ice cream. More livestock products were heeded,
and the Government decided that the country should produce most
of its own pork, dairy products, and paultry rather than buy them
from foreign sources,

The shift to greater emphasis on livestock is an important
economic decision, and one that probably was taken only afrer
thorough consideration of alrernatives and problems, Food calories
can be more cheaply produced in the form of starchy foods-~-cereals
and root crops. Japan is limited in pasture and forage production,
Tesources generally associated with livestock production in Western
countries, Feed grains are also mostly imports for Japan, This, at
first glance, tends to make emphasis on livesrock farming seem
risky. However, current programs pointing up livestock are hedged
by a continued emphasis on maintaining rice Production, thus
assuring a domestic supply of the basic food staple. Also, there is
considerable undeveloped pastureland, which will be developed and
improved., Marginal land, now in grains other than rice, such as
barley, may be diverted to growing roughage, Of major interest to
b ; U.S. farmers is that feed grains will be imported in increasing
e amounts,

Judging from Japan's many successes in other undertrakings,
it seems logical to expect that Japanese farmers and technicians
will give careful attention to following improved, modern practices
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of animal husbandry, High-producing, efficient animals will be
needed to convert feed into livestock products profitably. Breeding-
stock imports are screened for quality and type. Present prices
for livestock products in the Japanese markets are high, but some-
what erraric. Government controls protect the home market and the
Hvestock farmer from competition with cheaper imports. Increasing
efficiency and lowering the cost tothe Japanese consumer should be
basic considerations,

The Japanese record of successfully coping with challenges
indicates that livestock programs will alsc be made to work and
that the strong demand for feed grains will continue and grow.
Helping alsc to stimulate demand for feed grains used in commer—
cial mixes is the development of large-scale commercial live-
stock enterprises. Production of poultry, especially broilers, is
particularly suited tc large-~scale operations, Even on the scattered
farms, as the Japanese farmers add more hogs or chickens they
are less able to provide enough homegrown feed and must depend
more on commercial feed. The amount of money now being spent
for feed by the Japanese farmer is rising., The Government will be
concerned about feed prices being kept reasonable, To make live-
stock farming profitable, the price that farmers have to pay for
feed and the price received for animal products will have to be
kept in a relationship that provides a satisfactory profit. This
presents some problems, For example, the low market prices that

farmers receivedforeggs in 1965 appeartobe discouraging farmers

from buying feed for laying hens,
Corn

Corn and, more recently, grain sorghum accounted for about
48 percent of the ingredients of commercial-feed mixes in 1962-43
(table 10). Producers of these two products have a large stake in
the Japanese market,

The world supply of corn from which Japan may elect to buy is
large and growing. Corn production exceeded 8 billion bushels for
the first time in 1963, marking a strong upward trend compared
with a 1955-59 average of a little less than 6.5 million. A slight
decline occurred in 1964, caused by a sharp drop in the U.S, crop.
About 51 percent of world production was accounted for by U.5,
growers in 1963, and 46 percent in 1964. But corn is widely grown
and is available for exportrinvarying amounts from several sources
(38). Competition for markets in such areas of the world as Western
Eurcpe and Japan with large livestock feed requirements is keen,

The strongestcompetitionfor U, S, interests in supplying Japan's
corn requirements comes not from Japanese farmers, bhutr from
other countries, Leading sources of Japan's corn requirements
and import-dependency rate are shown in table 11, The data
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Table 11.--JAPAW: Area and production of eorn, znd imports by principal ecuniry of origin, averages 1950-54 and
1960-64, annual 1955 -64

i
Area !

Fro-

dueiion

Imporis?

Iindted
States

Union of
Sealth

Thailand

Argen-
tina

Cther
countries

Tmport-

dependensy

rate?

Average:
1350-54..,
1960-64. .,

1,000

63
102

100
83
@7

i1
04
115

116
104
104

86

metric {funmn
il

867

199
125
242

323
338
184

515
1,031
1,061
1,545

;
595

48
4
144

12
97
254

446
868
F79
6236

1,000 metrie tona

10
432

48
4
30

112
109
314

460
237
429
722

16
70

£
Nt

0
46

72
33
g2
42

1,000
metric dons

Percent

168
2,380

443
428
613

777
1,017
1,469

1,947
2,420
2,749
3,215

&2.
S5.
7.

80.
84.

83.
59,
92z.

LS
95.
26,

7.

1 Inoludes SITC Nos. U44-0110, G44-0120.

? Equals fmporis divided by production plus imports (stoex figures not available].

Source: [11) and {19}.
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emphasize the minor role of domestic production in supplying
Japan's total and growing needs for corn and the increasing
dependency on imports. Corn is used primarily for feed; a small
percentage is used in industry for making products such as starch.
Corn prices are not supported by the Japanese Government, and
imports hav: been liberalized. The Japanese know that, with
Iimited land, growing corn would be more expensive than importing
it., High-priced corn weuld increase feed costs and impede the
livestock industry,

Domestic production figures show that Japanese farmers
planted an average of 105,000 acres of cornin 1950-54, and 100,000
acres in 1960-64, However, annual figures show that corn acreage
reached 123,000 acres in 1955 and declined to 89,000 acres in
1964, Production went fxrom 63,000 metric tons in 1950-54 to 103,000
tons in 1960-64, refiecting increased yields brought about by
improved technology.

The most impressive change was in the import-dependency
rate, In 1930-54, Japan's import-dependency rate was 62.5percent,
In 1960-64, imports accounted for more than 95 percent of the
supply. Imports of corn showed a sharp upward trend, exceeding
1 million tens for the first time in 1960 and reaching 3,229,000
metric tons in 1964. The rapid expansion in corn imports in
1060-64 occurred despite large increases in imports of grain
sorghum which substitutes for corn in livestock feed,

Over the past several years, Japan has been one of the U,S.
farmer's best customers for corn. The U.S. share of the market
is indicated in figure 5. Annual import figures show that the United
States has been the major supplier every year since 1950, except
for 1954 and 1960. Argentina held the lead in those years. The U5,
percentage of the market shows considerahle vear-to-year fluctua-
tions. In 1960, the U,S, percentage dropped to about !4 percent,
then rose to around 45 percent in 1962, only 2 years later. The
U.S. share in 1964 was 48 percent of the nearly 3 1/4 million tons
imported.,

Some Japanese have criticized the quality of U.S. corn. These
people say that the corn is pale and has excessive moisture. But
availability of corn in other supplying countries, prices, and buying
to promote Japanese exports are probably the leading considera-
tons in the guantities of U.S. corn purchasedin any given year.

South Africa has made amazing gains in the market and is
the number 1 challenger to the U.S, position as the leading source
of supply. Japan is South Africa's principal customer for corn.
Reportedly only about cne-sixth of the corn going to Japan from
South Africa is white corn. It is exported for industrial uses, but
brings a lower price in the export market, Formerly South Africa
exported mostly white corn, But, with exports becoming increas-
ingly important, South African farmers are shifting emphasis
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toward the yellow varieties, which are preferred for exporting to
countries feeding livestock and poultry, The shift to yellow corn
tC meet export demands illustrates South Africa's interest in ex-
ploiting opportunities opening in the export field,

An indication of South Africa's success in this field is that
since 1954 Japan's imports from South Africs have risen from
zero to a peak of 868,000 metric tons in 1962, The volume dropped
in 1963 to 779,000 tons, and amounted to only 626,000 tons in 1964,
Imports from South Africa averaged 595,000 tons in 1960-64 com-
pared with an average of 867,000 from the United States. The strong
showing of South African corn in the Japanese market is attvibut-
able to the country's advances in domestic corn production,

The Government of South Africa established a Maize (Corn)
Board to promote orderly marketing and to stabilize prices. In
earlier years, subsidies on white corn, the type preferred for
domestic uses and especially for human consumption, were set
higher than for yellow, but the Board recently eliminated these
price differences., The shift to increased production of yellow corn
for exports was strengthened by introduction of yellow hybrids,

Thailand, currently the third largest import sourcefor Japan's
corn requirements, has also made major gains in quantities going
to Japan. From only 10,000 metric rons per year in 1950-54,
Japan's corn imports from Thailand climbed to an average of
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432,000 metric tons for 1960-64, although there have been annual
fluctuations,

Thailand has made strong progress in expanding corn pro-
duction, In 19535-59, corn production averaged only 5,960,000
bushels, then reached an estimated 38,580,000 bushels in 1964 (38),
Despite its excessive moisture content, corn grown in Thailand
has a good reception in the Japanese market, Recently, modern
corn-drying equipment has heen Installed to correct the moisture
problem of corn moving in international trade,

Except for small shipments to Singapore and Hong Kong,
Thailand depends almost entirely on the Japanese market, Re-
portedly, the Japanese have offered to take all of the Thai corn
available for export in some years. Point~of-entry prices received
by the various suppliers indicate thar I apan buys Thailand's corn

he Japanese Government, however, has
& keen interest in helping such developing Southeast Asian Cour-
tries 2 Thatland with their marketing problems, Two-way trade
considera’.ins facilitate entry for Thai corn into the Japanese
market. Thailand could reduce its concentrated shipments to J apan
by expanding market outlets elsewhere, or by developing a livestock
Industry to use the corn. Butfor the immediate future the prospects
are that Japan will constitute the big outler,

Corn purchases from Argentina by Japan dropped sharply
after totaling 428000 metric tons in 1960. Argentine prices in
1961 were up, Impeyy data show thar Argentine prices (c,i.f.)
averaged $64.66 per metric ton for 1961 compared with $57.88
for U.S, corn,

Japan is purchasing corn over much of the world, About 15
countries are now supplying Japan with varying quantities. Rumania
has gained a foothold in the J

badly needed equipment, supplies, and technelogy,

Indications are that Tapan's needs for corn will continue to
expand. Competition for this business will be brisk. But U,s,
farmers can reasonably expect Japan to continue purchasing
bigh~quality U.S, corn thar is competitively priced, though it may
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be difficult to obtain a larger share of the market except when
major supplying countries have poor crop yvears,

Grain Sorghum

To date the United States has been almost the exclusive
supplier of Japan's rapidly expanding imports of grain sorghum,
Competition has been minor, Japanese farmers produce negligible
amounts; the average was only 35,000 metric tons in 1950-54 and
arcund 1,000 tons in 1960-64,

Meanwhile, imports rose from a negligible guantity in the
early 195C's to an average of 459,000 tons in 1960-64, The rnost
dramatic increase occurred in 1962 when imports jumped from
146,000 metric tons in 1961 to 400,000 in 1962, In 1963, imports
again rose to 750,000 tons and reached 953,000 in 1964 (fig. 6).

Grain sorghum imports are linked fo the mixed-feed industry
and the expanding needs for livestock feed, Reportedly grain
sorghum is used mostly with corn in feed formulas on about a
2-to-1 ratic (40 percent corn and 20 percent grain sorghum).
Many formulas now use this combination, whereas only corn was
used formerly., Veryv little mixed feed contains grain sorghum
without corn,

World supplies of grain sorghum for export are not large
except in the United States, Argentina increased shipment to Japan

Jopanese Imporls gnd U. 5. Share
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Tahle 12.-~-JAPAN: Arsa and production of grain sorghum, and imports by prineipal country of origin, averages 193054
and 1960-64, anmmual 1955-64

Imports™
Import-
Production N dependency
United . Total rate?
States Argentina couméries

1,000 1,00C
metric fons | metric tons

Average:
& 8
AE0

ac 102
29 41
(%) 3
o 2
16 18

R N

45 3 47
146 148
394 4 401
T2 751
7T ; 954

R W

Includes SITC Wos. C43-0930, 045-931, 045-9332,
Fgquals imports divided by production plus imporis {stock {igures not availabple).
Less than 300 metric tons.

Source: {11} ans (19}.
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in 1964 by offering grain sorghum at highly competive prices.
Argentina's esports to Japan rose from 7,000 tons in 1963 to
152,000 in 1964. The U.S. share of the market dropped from 99
percent in 1963 to 84 percent in 1964. Also, Mainland China has
shown an interest, But the Japanese have permitted importing
from China only for industrial use due to the high content of tannic
acid in the Chinese product, U.S, growers will probabably have
less competition in selling this product than in selling any other
farm item for which Japan is a significant ou:let except soybeans,
Because corn and sorghum are substitutablz in feed mixes, price
ratios are important. Greatly expanded sales of grain sorghum
might replace some corn exports,

INDUSTRIAL CROPS

Cotton

Japan is tie world's largest customer for cotton fiber, taking
nearly a fifth of 21l cotton imports in 1939-61. Annual imports
averaged nearly 3 1/4 million bales in 1960-64, As a consumer
of cotton products, Japan ranks fifth among the nations of the
world, but ranks first as an exporter of cotten textiles. The size
and importance of the Japanese market as a steady cash outlet
for raw cotton attracts cotton sellers from all the cotton-exporting
countries.

The United States is the largest grower andexporter of cotton,
but the crop is widely grown in warmer latitudes, mostly on rain-
watered fields, Some cotton is also grown on Irrigated land,
especially in such areas as the Soviet Union, the United Arab
Republic, Mexico, and the western part of the United States. With
many growers and exporters, competition for world markets is
keen, Japanese buyers of raw cotton, largely for the cotton mills,
have acquired the knowledge and equipment te blend the various
growths by substituting one growth for another without an un-
acceptable loss of quality, This lessens the effect that blending
requirements have on determining the source of cotton imports,

The role of cotton In the Japanese economy is changing, and
the changes strongly affect the demand for raw cotton. Histori-
cally, cotton and the cotton-textile industry have been of major
significance in the economic growth of modern Japan. More than
any other single industry, cotton textiles have contributed to the
expansion and stability of the Japanese economy, particularly in
the earlier stages when Japan was getting started as a manu-
facturing nation, Like many other facets of Japan's economic life,
the dominant place of cotton textiles is changing and cotton
manufacturing is receding in relative importance. Diversification
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of industrial production and marketing reduced the country's
rellance on cotton textiles. This change is only in a relative sense,
however, It does not alter the fact that the cotton-textile industry
is still of great importance to Japan's economic well-being, The
industry remains one or the largest employers of industrial labor,
providing jobs and incomes for many of the Japanese people. Also,
a large part of the vital foreign exchange earned still comes from
selling cotton products abroad,

Many changes during World War Il affected the Japanese
textile industry in the postwar period, Japan had some 12.8 million
spindles in 1938, only a short time before World War II, The our-
put of pure cotton yarn reached a peak of 1,586 million pounds in
1937, During 1934-36, cotton yarn and fabrics accounted for 18
purcent of Japan's total exporxts, and raw cotton dominated imports,

During World War II, the Cotton-textile industry suffered
heavy damage from air raids, This destruction and the pressing
demand for scrap metal reduced the 12,8 million spindles on hand
at the beginning of the war about 78 percent. Recovery after
1946 came rather quickly. The number of registered spindles
reached some 9 million in 1957, about 70 percent of the prewar
level, and has remained close to that humber,

Excessive production Capacity clashing with market demand
that does not grow fast enough is a perplexing problem for the
Japanese, Around 1 million spindles have been immobilized in
Tecent years as a means of holding down producrion, The Textile
Equipment Law, enacted in 1956, restricted expansion of the
cotton-textile industry until 1965 on the grounds that productive
capacity was more than adequate to meet prospective demand
until that time. In October 1964, a new textile law was introduced.,

Modernization and increased efficiency are continuing goals
of the Japanese. Acrion taken is pointed toward encouraging spin-
ners to increase production in the efficient milis while phasing out
the inefficient ones. This endeavor has been most successful, The
modernized cotton-textile industry is, for the most part, equipped

with new machinery. Producrion is carried out efficiently, but
further improvements are sought,

Cotton consumption by the mills varies from year to year
depending on demand for cotton products, Market demand for
cotton goods, both domestic and foreign, determines the amount
of raw cotton Japan will import. In the domestic market, cotton
textiles can expect to benefit from a growing population, rising
consumer incomes, and, possibly, some new uses for cotton from
the change in the mode of living. For example, adopting Western-
style living can expand the demand for household linens, but this
type of change takes time and the Impact is not lkely to come
about quickly. Per capita consumption of cotton in Japan amounted
to 8.44 pounds in 1963, up only stightly from a prewar average of
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7.44 pounds, Factors favoring increased consumption are offset,
in large part, by adverse forces,

The current situation and the future prospects relate most
directly to the demand for cotton goods, domestic and foreign, and
competition from manmade flbers, Japan's cotton goods are ex-
ported in large quantities and are widely marketed in both developed
and underdeveloped countries of the world.

Develcpments in the export-demand sector have not been
favorable in recent years. Cotton piece goods from Japanese mills
have historically found strong acceptance in other Aslan countries,
Now, many Asian countries are developing their own textile in-
dustries, protecting their industries, increasingly supplying their
own textile needs, and moving cotton products into the export field
in competition with Japanese products, Communist China, formerly
a2 large Japanese market, is now a competitor for sales abroad.
African countries, such as Algeria, the Republic of South Africa,
Kenya, the Sudan, Ethiopia, and Ghana, are taking up some of the
slack in the slipping foreign demand for cotton goods caused by
unfavorable developments in Asia, But even these new arket
outlets are moving in the direction of establishing or expanding a
cotton-texrile industry as a practical step toward industrializing,

More than S0 percent of Japan's exports of cotton cioth are to
underdeveloped countries where incomes are very low. Many
poorer nations have per capita annual incomes below $100, Price
is a big factor; quality is notsoimportant, Although Japan produces
a full quality range, much of its cotton cloth is made to fit the
consumer's limited purchasing power and is less than top quality.
Underdeveloped countries have mostly farm products and raw
materials to sell, Buying these items in order to sell Japanese
manufactures is one way of promoting exports,

Japanese catton textiles are admitted into the United States in
large quantities, but voluntary quotas have been adopted to facilitate
orderly marketing. Australia is also an important market for
Japanese cotton textiles, but shipments to that sparsely settled
country with only a few million consumers have obvious limitations,
So far the large markets in the industrialized countries of Western
Europe have been difficult for Japan to penetraie in volume, though
the situation may be easing somewhat with the trend toward
liberalization,

Moreover, the Japanese cotton-textile industry is under com-
petitive pressure from the fast-developing manmade fibers. This
competition continues to increase, affecting both the domestic and
foreign demand for cotton goods. Japanhasbeenprompt to increase
the production of manmade fibers and is producing a wide selectlon
of these materials, Manmade fibers compete with cotton not only in
textiles, but also In such uses as tires, fishnets, fishing tackle, and
insulation for electric wiring (8).
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The main attraction of the manmade fibers from the J apanese
Government's point of view, particularly the Ministry of Finance,
is that some of the raw materials used are obtainable domestically
and that imports are less expensive than raw cotton, Espenditures
for cotton reached $530 million in 1961, and amounted to more than
$439 million in 1964, Raw cotton represents Japan's heaviest outlay
for farm imports year after year. This strains the foreign exchange
budget; easing such pressure appeals to the Japanese authorities.
Consequently, with encouragement from the Japanese Govermnment,
the growth of the manmade-fiber industry in Japan has been
accelerated,

Cotton interests are taking steps to meet the challenge. Manu-
facturers of cotton textiles have acted in a number of ways to lessen
the impact of manmade fibers, Research has been stepped up to
find new ways of improving cotton products to make them more
acceptable to end-users. The use of chemical treatments to impart
special characteristics, such as wash-and-wear and wrinkle-
resistant qualities, to cotton goods has been promoted, Cotton
finishes with relatively expensive design are being introduced,
Market development programs are being encouraged (8

Prices of cotton textiles relative to manmade fibers are also
important, Keeping down the cost of raw cotton and pricing 11,8,
cotton competitively with other cotton growths help the Japanese
cotton-textile manufacturers, Also, savings made possible by
low-interest loans from the Export-Import Bank aid Japanese cotton-
textile manufacturers to stay competitive, Cotton still faces, how-
ever, a strong and continuing challenge from manmade fibers,

Domestic raw cotton production inJapan is negligible, Virtually
ail cotton used is imported. However, competition among supplying
countries is intense and will probably remain so, Growing cotton
appeals to farmers in many countries. Advances in agronomy have
increased yields per acre, and prices received for cotton often make
the crop profitable. For many less developed countries, cotton is
an important means of earning foreign exchange. The profit incen-
tive, technological progress, and official encouragement combine
to keep production and exports rising,

The large number of countries producing and selling cotton
gives an Importing country such as Japan a wide selection of
sources, U.S, stocks are available if supplies from other sources
become short or prices unattractive, Japan, however, recognizes
the advantages of U,S, cotton judged on the basis of guality, uni-
formity, and availability, Competitive pricing is the big deter-
mining factor as a general rule, and Japan buys heavily when
prices of U.S, cotton are competitive.

In 1964 the Japanese purchased raw cotton from more than
23 different countries. However, more than four-fifths of the total
imports in 1964 as well as in 1963 came from the United States and
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Latin America. Asian countries supplied about 11 percent of the
total in 1964 compared with 15 percent in 1963, African countries
provided 6 percent in 1964 compared with Spercent in the previous
vear,

The U.S. share of the market was 34 percenr in 1964, up 2
percent from the previous year. Overthe longer period of a decade,
the U,5. share has been erratic as shown in figure 7. As late as
1961 the United States supplied 52 percent of the 3,655,000 bales
purchased by Japan in that year. The percentage dropped to 32 the
following year, remained unchanged in 1963, and increased to 34
percent in 1964, Changes in world supply and demand and com-

petitiveness of U,8. prices are underlying factors heavily in-
fluencing the U,S. share.

are shown in table 13, Mexico is offering the strongest :ompetition,
Developments in the Mexican c¢otton industry over the postwar
years show why. Production exceeded a half niillie: bales for the

first time in 1948, Only 2years later the cutput passed the 1 million
mark. In 1964, production amounted to 2,395,000 bales, The largest

cotton-producing country in the world and the second largest
exporter of upland cotton, The stimulus for expanding production
comes from the strong export demand, Aboutr 75 percent of the

r Japanese Imports and . S, Share

COTTON

MIL, BALES ¥ o e
'l Toml%us. Share ]

YEAR ENpING DELZMAER If, 'JGO LEBS. NET,

U. 5 DEPARTmENT OF ACRW UL TURE HWEC. ERS I699-45 (5] ECOMDMIC RESEARCH SERVICE ]

Figure 7
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Table 13.--JAFAN: Ares and production of cotton, and imports by prineipal country of origin, averages 1950-54 and 1960-84,
annual 1955-64

Imports® I .
mport-
Production i degende?cy
- United . ; Other rate
States Brazil | Salvador countries

Aores 1,000 bales (480 1bs. net) Pereent

Average:
1950-54.. | 8,73V g1 96 3 .
1960-64. . 1,256 1,327 147 184 121 g8 100.

3,652 &54 239 172 193 >l
3,123 o979 291 180 202 g7
3,244 1,415 236 158 153 £

2,785 923 201 184 80 85
2,701 681 193 224 125 154
1,814 1,718 859 146 115 55 102

1,705 1,906 777 72 198 135 142
1,260 880 801 132 210 172 177
800 1,45 789 257 215 129 268
700 1,085 795 128 180 111 252

* Includes SITC Nos. 263-0110, 263-0120, 263-0121, 263-0322.

2 yquals imports divided by production plus imports (stock figures not aveilable).
3 Totals rounded to 100 percent except for 1950-54 average.

‘2 years only.

Souree: {11} and (19}.
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country's cotton goes te foreign markets. And Japan 18 by far the
ieading user of Mexican cotton (7).

Japan's imports of Mexican cotton averaged only 326,000bales
in 1930-34, or 16,6 percent of total imports, This figure went up to
an average of 764,000 bales for 1960-64, or 23,8 percent of the total,
Mexican cotton is highly similar to that grown in the United States
as to types, varieties, qualities, and staple length, Because Mexico
has an abundance of cheap labor, cotton is hand-picked; the quality
of the fiber is good and tends to ba priced helow comparable U,S,
grades in world markets, In addition, Mexico exports three-fourths
of the cotton crop, which makes production increases in that area
particularly significant in terms of market competition for U5,
growers, Domestic mill consumption is running around 300,000 bales
annually. This is nor expected to increase much in the years imme-
diately ahead. The cotton-textile industry in Mexico has grown
slowly over the last decade, Thus, any substantial production
increases in the future can be expected te expand supplies to he
exported (7).

El Salvador, another U.S, neighhbor to the South, was the third
largest supplier of the Japanese market in 1964, supplying more
than one-fourth of a million bales, Sales fo Japan have grown from
a negligible amount in 1950-54 to the present level, Like Mexico,
El Salvador has been able to increase exports to Japan hecause of
rapid expansion in cotton production. More than 90 percent of the
cotton grown ls exported, In recent years, Japan has been buying
from 50 to 90 percent of the total quantity going into foreign trade
channels. Again, the large percentage of the cropgoing into foreign
markets and the high concentration of shipments to Japan make
El Salvador's cotton more competitive in Japan than the level of
producticii would otherwise inuicate,

Production in El Salvador is likely to expand if prices are
attractive enough, Corn is the alternative crop. Acreages could
be diverted to cotton if returns are suificiently attractive, Also,
land now in pasture might be put into cotton, In addition, some land
could be brought into production through reclamation, Yields per
acre, already high, may be further increased, These and other
measures could raise production to around 450,000 bales compared
with 333,000 bales grown in 1964 (31), Like Mexico, most of the
additional cotton would likely end up in world markets, possibly
in Japan,

Pakistan, a major cotton~-producing country, has been a sizahle
and important supplier of cotton to J apan, The average imports
from Pakistan in 1960-64 amounted to 147,000 bales; in 1950-54,
the average was 290,000 bales. There have been sizable year-to-
year fluctuations, Imports for 1963 rotaled 257,000 bales, slightly
over one quarter of a million, but dropped to 128,000 in 1964, Both
figures are below the 1950-54 average, Some of this cotton is of the
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short harsh Asian type. Because it is not used in spindles, this
type of cotton does not compete strongly with U.S, cotton,

The decline in Japanese purchase has come about at a time
when total cotton exports of Pakistan were declining. Total exports
dropped from a postwar peak of 1,273 bales in 1952 {crop year
beginning August 1) to 506 million in 1956, Since 1956, exports have
been below 400,000 bales, falling to a low of 244,000 in 1960 and
totaled only 299,000 in 1961, During 1947-64, production increased
from 925,000 bales to 1,800,000 (24), Pakistan is also importing
cotton to blend with their cotton under U.S. aid programs.

The Pakistan Government, eager to develop industrially, is
stressing the development of a domestic textile industry, with
encouraging success, The number of installed spindles increased
from 177,000 in 1948 to 1,998,000 in 1961, Public officials and
Industrial leaders have predicted that the number will increase
substantially in the future., Much of the machinery and equipment
is made in Japan.

The rapid growth in the cotton-textile industry since independ-
ence in 1947 has reduced textile imports to negligible quantities,
stimulated the domestic use of cotton, increased exports of textiles,
and sharply reduced exports of raw cotton.

Cotton prices are not supported by the Government; prices
received by farmers are subject to fluctuations, The Pakistan
farmer strives first to grow enough food to provide family require-
ments, Food crops, therefore, receive firstpriority or claim on his
land and othexr resocurces, The rising population creates a greater
domestic demand for textiles, but at the same time decreases the
amount of land available for nonfood crops.

The outlook for production in Pakistan and particularly for
export availabilities indicates no additional competition from that
source. This is true even though Pakistan has an obvious potential
for increaging cotton production through increased vields peracre,
which are now far below many other countries growing Irrigated
cotton, Backward cultural practices and a poor marketing system
create barriers to increasing yields, Gainsare expectedto be slow.
Production of the upland variety, which now accounts for more than
90 percent of the country's cotton output, will likely increase,
Asian type cottor, grown mostly for export, will probahly continue
to be grown for thatr purpose, Weather can cause sharp year-to~
year fluctuations in supply. As long as Pakistan has cotton to export,
however, Japan will probably be willing to buy the short staple
type. But with Pakistan consuming more and more cotton at home
the competitive impact from that source is diminishing,

India is the fourth largest cotton-producing country in the
world, Production in 1964 was estimated at 4,800,000 bales com-
pared with 5,200,000 in 1963. With a population of more than 450
million people and a large export trade in cotton goods, India also
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ranks among the leading countries as a consumer of raw cotton,
The country 1s now a net importer of cotton. Exports are generally
short staple cotton and imperts are long staple,

Japan, a leading buyer of Indian cotton for many years, is
coming increasingly to dominate the market, In 1930-54, Japan
took an average of 81,000 bales of Indian growth, and in 1960-64, an
average of 184,000 bales. Japan bought 180,000 bales in 1964,
the most recent year of record,

The internal requirements for cotton in India are riging.
Production in recent years has not stayed abreast of domestic
needs. However, India may continue to export short staple cotton
as in the past, and import finer varieties from countries such as
the United States, Egypt, and Kenya, Currently, mestcotton imports
from the United States move under U,S, aid programs and do not
constitute any drain on scarce foreign exchange,

As an exporter Indiza is in much the same position as Pakistan.
The bulk of Indla's exports are likely to go to Japan, Competition
from Indian growth is not expected to increase, With an expanding
and efficient textile industry, India may find it more profitable to
process its cotton and export cotton manufactures, adding value to
the product angd thereby marketing surplus labor,

Brazil, another source of Japanese impoxrts, is not only a big
cotton-producing country but also a large consumer, EXports are
significant though not major at present, Japan purchased an average
of 121,000 bales of Brazilian cotton in 1960-64, Imports in 1954
amounted to 111,000 bales, Cotton preduction in Brazil reached a
peak during World War iI, then dropped sharply after the war.
Production again expanded and in 1955-59 approached the earlier
record, Productlon in 1964 was estimated at 2,200,000 bales,
Indications are that a slow uptrend may be realized for future
years,

Brazil has long followed a policy that aims to insure adequate
supplies of raw cotton for domestic needs, Exports are authorized
only afrer domestic requirements seem assured. Consequently,
export levels reflect both preduction and domestic consumption.
With domestic ceonsumption rising, any shortfalls in production
will affect the export supply.

Brazil's future as an export source is uncertain, The country
has an unexploited production potential, in that large areas are
available for growing cotton. The question is whether the country
can and will exploit the opportunities, Many of the determinants in
the answer to this question lie cutside agriculture, involving such
broad issues as political and economic stability and Government
policy toward general economic and agricultural development.

Cotton prices are supported b a guaranteed-price plan. The
official position is toc promote the expansion of cotron production.
Some progress is belng inzde and some further gains can be
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reasonably expected. Domestic consumption is rising in response
to population growth and rising income. Brazil has achieved self-
sufficlency in cotton textiles, and the country has a small export,
Rising consumer income will increase domestic consumption
further (28).

In further appraising competition that U.S, sellers can expect
in Japan, it should be remembered that Japan buys cotton from such
countries as Egypt in the underdeveloped Middle East, and from
the Sudan and other African countries,

Tobacco

The world demand for tobacco is strong and growing. But
demand does not match world production, much less potential
production, Growers, including 1.,S, tobacco farmers, are pro-
ducing well below capacity.

With supply exceeding demand, competition for markets is
brisk. Many countries produce and export tobacco, Because of
biending requirements, many countries, including major growing
areas, also import some leaf, For farmers, tobacco is generally
a profitable enterprise, Yields per acre are usually high; prices
are relatively rewarding; land area requirements are low: and
production is labor-intensive rather than capital-intensive, And,
in many of the less developed countries, labor is plentiful and
cheap.

Foreign governments value tobacco exports as a source of
foreign exchange earnings. The tobacco industry can alsc be an
important source cf Government revenue through the imposition
of sales tax on cigarettes and other tobacco products, Producing
tobacco is officially encouraged and promoted, Prices are often
supported and stabilized by one means or another. Since tobacco
is widely traded, foreign market prospects influence the level of
production,

With many sellers of robacco, buyers, such as the J apanese,
shop around. As a general rule, they purchase from countries
that can supply the quantity and quality leaf requirements they
need at the most favorable prices.

In considering the areas from which Japan may buy tobacco,
it is necessary to relate specific requirements to types of tobacco
and areas of production, World tobaccos are not homogeneous,
Types differ and quality varies, By types, tobaccos are classified
into 8 major categories: Flue-cured, burley, other light air-
cured, light sun-cured. oriental and semioriental, dark air-cured,
dark sun-cured, and fire-cured (38). The groupings are based
primarily on the inhervent characterisrics of each type caused
by genetic differences or breeding and different methods of curing,
Within these categories, there are also wide ranges of quality or
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grades caused by such factors - .ol date, soils, curing and handling
techniques, and the general skit.. and technical knowledge of the
producers,

The following countries are the world's leading producers of
tobacco: The United States, Matnland China, India, the Soviet Union,
Brazil, Turkey, and Rhodesia, Total world production of tobacco
reached 10,237 million pounds in 1864, up 20 percent from the
1955-59 average. The United States produces about 22 percent of
the world’s total crop. In 1950-54, ihe United States supplied about
38 percent of the total quantity of tobacco exported, By 1064, the
U.S. share had dropped to about 27 percent.

Leaf consumed in Japan is mostly in the form of cigarettes,
Shredded tobacco, once popular for use in the old-fashioned I apanese
pipe, now accounts for only about 3 percent of the leaf, Cigars
and pipe tobaccos are of minor significance. The U,S, market in
Japan is for flue-cured tobacco used in making high-gquality
cigarettes, In 1964, flue-cured tobacco accounted for more than 90
percent of Japan's total tobacco imports, and purchases from the
U.S. accounted for 55 percent of the flue-cured imported, Other
sources of flue-cured constitute the effective competition for 1,8,
interests,

All the leading tobacco-producing countries, previcusly men-
tioned, are important producers of flue-cured tobacco and potential
suppliers of the Japanese market, except the Soviet Union and
Turkey. These two countries are most significant as growers of
oriental tobacco, which is used in manufacturing oriental-type
cigarettes, Also, oriental-type leaf grown in such arcas as Turkey
and Greece is shipped abroad to be blended with ilue-cured and
light air-cured leaf in the manufacrure of American-type cigarettes,
Oriental leaf can be substituted for flue-cured in a mixture, but
not witheut affecting the quality of the cigarette.

Japanese farmers are the major suppliers of the domestlc
market, when 2Il types of tobacco are considered, Japan's import-
dependency rate in 1960-64 was less than 10 percent. Production
increased from 157,000 metric tous in 1963 to 211,000 in 1964, or
34 percent. Imports in the same year increased by 84 percent,
exceeding 29,000 tons. Purchases from the United States rose in
1964, from 9,767 metric tons to 15,065, an increase of 54 percent,
underscoring the strength of demand for quality flue-cured tobacco,

Japan's pattern of tobaccu production is shown in table 14,
Almost two-thirds of the 1964 crop consisted of flue~cured leaf.
Tobacco production is being increased. The Japanese have the
technical know-how and the type of skilled labor needed to produce
quality tobacco; but there are quality problems.

Flue-cured Virginia tobacco was introduced into J apan in 1902
from the United States. It is grown along the seacoast in central and
southern Japan, where the dry mild climate is more suitable than
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Table 14.--JAPAN: Acreage and production of tobaceo by
speeified kinds, 1964

Produciion
. Acreage
Kind of tobacco harvested Total Percentage

of total

Acres Metirie tons Parcent
Flue-cured...acaeess PPN 124,339 133,445 63.4
Burley...... hrerrans [ 11,121 12,408 5.9
Light sun-cured (native}.... 67,935 64,460 30.6
Wrapper {mative)........ vees 279 231 0.1
Toba)lewerearsaassnarses . 203,674 210,545 100.0

in other parts of the country. Japanese flue-~cured leaf is lemon ox
orange in color and has . '7ild sweet taste, but it is less fragrant
than the U.S. leaf {17). To improve quality and increase yields,
Japan has done much research and experimentation in tobacco,
Progress has been made, but, in general, climatic and soil con-
ditions are such that the Japanese have not been able to produce
the specific quality of flue-cured tobacco that cigarette manu-
facturers need, The need for quality leaf opens the way for sales
of 1.5, leaf,

Mative tobacco is the second kind most widely grown; it was
30.6 percent of the crop in 1964, The native leaf is both sun- and
air-cured, The leaif, thin and yellowish brown, is most useful as a
filler, Production of white burley was begun in the northern areas
in 1938, Burley production reached 9,200 metric tons in 1943 but
declined to only 1,500 tons in 1954. Since then, production has
recovered, and in 1964 was 12,408 tons, 5.9 percent of the total
crop. Burley is used in cigarette mixtures, and much of the crop
is exported, West Germany is the major outlet.

Since Japan import. flue-cured tobacco for blending, how im-
portant is the size of the domestic flue-cured crop in determining
how much tobucce Japan will import? Would large supplies of
domestic tobacco, though not of the right quality, cause the Govern-
ment to require the use of domestic leaf even though It meant
lowering the quality of the cigarette? Spending foreign exchange for
something that can be grown 2t home clashes with the Japanese
Government's general policy of promoting self-suiflciency,

The general production, imports, and supply of tobacco Sulwn
in table 15 reveal some interesting figures and relationships.
First, production increased by 51,000 metric tons between 1950-34
and 1960-64, Annual variations occurred with high production in
1955 and 1956, which led to large stocks and reduced impozrts in
the following years. Imports averaged 5.4 percent of the total
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supply in 1950-54 when foreign exchange was tight, and 9.6 percent
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R~ TYOU-5% WIE 10T6IEN EXCIANEe WaS penelally good, UL a4 guartity
basis, imports in 1960-64 were about 2.8 times as large, 16,046
metric tons compared with 5,751, indicative of the growing demand
for imported quality leaf and the Government's willingness to
permit importing, These figures indicate that stocks of Japanese
tobacco are a factor, but a prosperous Japan is looking for quality.
Under more austere circumstances and in the face of severe
strains on foreign exchange, the amount of importing permitted
might be different,

Decisions on scurces of procurement, domestic and foreign,
are far from a free-market concept. The way tobacco is handled
and controlled in Japan greatly reduces the effect of market
forces, The powerful Japanese Tobacco Monopoly Corporation,
established in 1904, exercises decisive control over tobacco
handling from the farmer to consumer. No other farm product is
under tighter Government control and regulation, Cultivation on
selected farms, as well as curing, importing, and exporting of
tobacco, is in the hands of private individuals or businesses;
but their activities are under the direction and firm contrel of
the Monopoly.

The Monopoly redries, stores, manufactures, and wholesales
the manufactured product. Revenues earned go to the Japanese
Government. Monopoly profits in fiscal year 1964 provided 4.8 per-
cent of the central Government's total revenue, Profits from the
tobacco industry are also an important scurce of revenue for local
governments. Import duty on tobacco is 3535 percent ad valorem,
With State trading, it isnotinvoked andhas little or no significance.
Tobacco is not mentioned as a product to be liberalized under
Japan's shift coward & more open economy.

Of interest to the United States is the fact that the Monopoly
hes the power to expand ox cut back domestic production through
quota allotments and to influence the type and quality of leaf grown
through varying prices paid to growers, More important, the
Monopoly also decides on the amecunt or percentege of U.S, and
othe~ foreign leaf to be put into cigarette mixtures. It also sets
prices of the various brands and determines the amounts, quality,
and sources of leaf imports, With unchalienged control the Monopoly
is in a position to decide the quality of cigarettes made available to
the Japanese consumer, particularly wben foreign-made cigarettes
are not generally on sale to compete with domestic manufactures.
Japan imports very little manufactured tcbacco.
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The Japanese continue to encourage tobacco production. The
Monopoly's announced plans for 1965 acreage allotments called for
the following increases;

Percentage increase
Kind of tobacco Acreage over 1964

Flue=CUrEGuussinesnrsnnmnasnarsesennsssrannranssarese 130,963
Burley., 12,231
Light sun-cured {native) 69,188

Total {excllding WIapPer)icssrassusvessnnss 212,382 4.4

These figures show that the Japanese autherities desire to
expand production following a record crop in 1964, up 34 percent
fro-:. w2 previous year. Estimared total stocks at the end of 1964
amow..ed to 396,000 metric tons compared with 320,000 at the
beginning of the vear, The effort to increase production does not
reflect a move toward self-sufficiency, Instead, it appears to
reflect an anticipated increase in tobacco consumpiion, which has
been moving aheac at a brisk pace year after year, From 1963 to
1964, consumption of tobacco products increased 6 percent,

Cigarette consumption declined in January 1964 which raised
a question about the prrhable effects of the "Smoking and Health,"
report, issued in January 1964 in the United States (39), There
is no evidence that confidence in the future of the market has been
ghaken, Not only have the officials targeted larger productlon of
leaf, but also manufacturing facilities arebeing modernized and ex-
panded. The preseni program provides for a manufacturing capac-
ity capable of turning out 229 billion cigarettes annually by 1870,
Approximately 163 billion were produced-in JFY 1964, The Japa-
nese clearly expect demand to continue upwazrd.

Changes are taking place in the type of cigarette favored by
smokers, Demand for filter-tip cigarettes continues strong, During
the first 9 months of 1964, filrer-tip sales increased 63,7 percent and
comprised 25 percent of totalsales, Allthe filter-tip brands contain
some U.8, leaf, The shift to filter-tip cigarettes, however, may lead
to the importing of a slightly lower guality flue-cured tobacco that
can be obrained from nonr-U,S, sources, If so, this would hurt U.S,
interests,

As things now stand, cigarette brands containing varying quan-
tities of U.S, leaf are doing exceptionally well, Production of the 7
such brands is shown in table 16, and production reflects consump-
tion, As a group thetotaloutturnincreasedfrom 8,262 million ciga-
rettes in 1950 to almost 41 billionin 1962, abourt a fivefold increase,

The preference for brands containing U,S, leaf continues,
Consumption increased by more than 25 percent during the first
three gquarters of 1964 compared to an increase of less than
6 percent for all cigarettes during the same period,
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Table 15,--JAPAN: Area and production of tobaceo, and imports by principal country of origin, averages 1950~ 54
and 1980-64, annual 1955-64

T_- Importsl

Production

- Import-
Zam?laj | Turkey | cressce fther dependgncy

M313W1:_3gﬂ_ ¥ uTEERE { s muntries rate
Rhodesia t

United
States

[ +,000 1,000 1,000
acres | mebtric tons metric tons

146 100 Q 106
156 151 10,011 753 872 167

ADown
4
o -

185 150 5,921 210 160 - 160
189 152 4,173 &5 72 158
179 145 1,760 274 214 AT

.

= Loy
[E. VY

167 138 2,530 0 0 102 143,
153 129 5,502 0 184 0 135
146 121 5,757 293 172 312 243 128

g
W RO

.

I—‘}—‘i.‘d(_‘.l

157
gz
204

139 11,595 738 2,104 943 157
157 9,767 1,308 1,876 1,448 173
21l 15,065 3,592 5,319 1,128 S0

H
oW

~

!
|
140 ] 126 7,869 O 1,301 £00 137

Tneludes SITC Heos. 122-010, 171-020, 121-030, 121-C40.
Tormerly Federation of Rhodesia and Myasaland.
Equals imports divided by production pius imporis [stoek figures not available).

Souree: {11) and {19}.
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The percentage of Imported leaf in the rotal mix golng into
the production of high-quality cigarettes (table 16) is increasing.
In 1950 about 4.5 percent of the mix was imported leaf. By 1962
the percentage had reached nearly 25 percent. The amount used in
each brand varies from as low as 10 percent in the Hikari and
AAA brands to 45 percent in the Fuji brand,

The popularity and consumer acceptance of the cigareties
containing U.S, leaf has enabled the United States to hold & large
share of the tobacco market in Japan, but competitive pressures
are increasing. The share of the market held by the United States
is shown in figure 8, More than 60 percent of Japan's total tobacco
imports came from the United States in 1960-64 compared with
only 42 percent in 1950-54, a substantial gain,

But a closer lock at the annual import data shows a different
picture, The U.S, share of the market reached 97 percent in 1959,
but has declined every year since, amounting to only 52 percent
in 1964, Private trade groups and export promotersin the J apanese
Government appear to be encouraging the Monopoly to buy more
tobacco trom non-U.,S, sources for trade purposes.

The strongest foreign competition for U,S, flue~cured tobacco
is from Zambia, Malawi, and Rhodesia (formerly the Federation
of Rhodesia and Nyasaland), l.eaf from this source entered the

Jopanese Imports ond . S. Share

TOBACCO
THOUS, METRIC TONS

L Taral%us. Share 4

30 _

20

10

1950-54 1956 1958 1960 1962 1964 1966

YEAR ENDING BECEZMBER I,

V. 5. DEPARTMENT UF AGRICULTURE HEG. ERS J49¢=45(5) ECONQMIL RESEARLH SERYICE

Figure 8
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Table 16.--JAPAN:

Production of high-quality cigarettes and average mixing ratios of ilmported leaf, 1850-62%

Brand Average mixing
Year - - | T Total ratio?
Fuju Peace Hikari Pearl AAA Hope | Hi-lite
|
———————————————————— MJ.lJ_iuns------———----——--—--———- Percent.

1950...... -- 803 7,459 -- -— -- -~ &.2e62 %.51
1851...... - 2,872 21,667 - -~ -- -- 24,539 &. L7
1952.,.... 11 9,850 26,162 - - - - 36,023 7.75
1953...... 181 15,328 22,541 - - - - 38,050 15.95
1954, ..... 39 7,832 19,437 - - - - 27,308 13.49
1855.....,. 111 5,598 12,155 3,673 - -- -— 19,537 16.33
1956...... 192 7,744 7,616 1,529 - = - 17,081 19.82
1957...... 267 11,040 6,201 2,173 - - - 20, 066 20.93
1958..... . 213 11,332 3,947 2,018 -- 650 - 18,160 2172
1959...... 219 13,460 3,511 2,33%9 395 1,045 36 21,005 21.61
1960. ..... 209 15,443 2,195 2,148 3,831 1,085 3,352 28,283 20,04
1961, .... 288 18,078 1,823 1,873 2,308 1,408 9,271 35,6849 21.26
1962... ... 300 23,100 1,600 3,900 2,800 2,350 10, 850 40,900 24.65

* Percentage of imported high
Peace (25), Hikari (10},
the mixture used in produ

Notes

Source: {3).

quality leaf in esch brand is shown in

Pearl (15}, am4 (10), Hope {15), Hi-1ite (15}, Tokyo 64 (25).
cing the high-quality ciparettes.

Tokyo 64 was imtroduced late in 1964.

parentheses foilowing the brand name:
2 Percentage thet imported lesf is of

Faju (45),
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Japanese market for the first time in 1960, Imports amounted to
only 172 metric tons, The amount increased the following year and
again in 1962, reaching 3,104 metric tons, but declined in 1963 to
1,876 tons. Imports reached 5,319 metric tons in 1964, a record
high, and accounted for 18 percent of the total,

Rhodesian leaf is lower in quality and in price than 1.8, to-
bacco, The average impor* value of Rhodesia’s flue-cured tobacco
arriving in Japan during 17.3 =5 64,5 cents per pound. U,5, leaf--
all flue-cured--had an fmjps . v»tue of 99 cents per pound.

Zambia, Malawi, and Rhcdesia rank second to the United
Stares as exporters of unmanufactured tobacco. In 1964, combined
tobacco experts of these three countries totaled 252 million pounds,
a record. Of the amount, 88 percent, or 223 million pounds, was
flue-cured (38).

Flue-cured tobacco grown in India offers some competition.
India grows about 7 porcent of the world's tobacco, but is a gig-
nificant theough erratic competitor for the Japanese marker,
In foreign trade India both exports and imports tobacco, Imports
consist of small quantities of high-quality leaf for blending,
India exported 158 million pounds of tobacco in 1964 compared
with an average of 84,4 million in 1950-54. The United Kingdom
takes a large share of India's robacco. Several other countries in
Eurcpe alsc buy leaf from India.

In 1930-54, Japan imported an average of 3,280 metric rons of
Indian leaf annually, This was about 57 percent of total J apangse
imports. The United States supplied most of the remainder. Indian
shipments dwindled after 1954, and no tobacco moved from India to
Japan in 1957 through 1959, Only small quantities were shipped to
Japan in 1960 and none in 1961. Some 738 metric tons moved in 1962
and about double that amount in 1963, Imports in 1964 amounted to
3,392 metric tons, 12 percent of total imports, One big factor is
the low price; another is Japan's desire to buy India’s limited
export items.

Thailand and Canada are other countries that supply flue~cured
tobacco to Japan. But before 1964 amounts had been quite small,
In 1964 Thailand shipped about 2,917 metric tons and Canada
667 metric tons.

It is expected that cigarette consumption will continue to
increase in Japan, expanding the import requirements for flue-
cured and oriental tobacco. Some of the expected trends are
increased cigarette consumption by women, and further shifting
to American~type, filter~tipped blended cigarettes containing both
oriental and burley, as well as flue-cured, tobacco, Total U,S. leaf
eXports to Japan are expected to continue to increase, However,
the United States will face difficulties in helding its traditional
share of the tobacco market,
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OILSEEDS

Soybeans

Competition among supplying countries in world soybean
markets 1is more limited than for most other farm products,
Only the United States and Mainland China are major producers
and sizable exporters, However, soybeans compete with other
oilseeds that are similar in use, The United States alone grew
64 percent of the world soybean crop in 1664, Communist China
produced roughly 29 percent. Other producers are widely scar-
tered; they account for only a small part, 7 bercent, of the rotal
crop. Before World War iI, China dominated the world soybean
export markets. U,S, exports were negligible,

Soybean production in the United States has increased since
the beginning of World WarIL In 1935~39 the United Srates produced
only 12 percent of a much smaller world total, Mainland China
accounted for 77 percent. Expansion of world production has been
rapld owing to the growth occurring in the United States, Today,
about %0 percent of the soybeans moving in world trade is preduced
in the United States,

In the Japanese market the purpose for which soybeans are
to be used--that is, whether the beans are to be processed into
human foods or crushed for oil and meal--~has g bearing on the
type and origin, Data show that over 70 percent of the sovbeans
utilized in JFY 1963 were crushed for oil and meal, The big in-
¢rease in demand is in soybeans for crushing, Between JFY 1960
and 1963, the amount of soybeans crushed for oil and meal in-
creased from 839,000 metric tons to 1,236,000 tons, a gain of
391000tons,orza47-percentincrease.Soybeansforfoodincreased
from 460,000 to 508,000 tons, a gain of 48,000 tons, about 10 bercent,

Historically, soybeans have been, and still are, an important
item in the Japanese diet. China is the only other country where
soybeans are used extensively for human food, Domestic soybeans,
which supplied only about 13 percent of the total supply in 1964,
are the first choice for use as food, Most of the domestic crop is
used for food; very few domestic soybeans are crushed, The oi]
content generally runs around 15 percent, 3 to 4 percent below
UU.S. soybeans, Japanese food manufacturers producing miso
(soy paste), shoyu, (soy sauce), and tofu (bean curd) like the
domestic soybeans, Demand for these products in total is increag-
ing very slowly, and future demand is uncertain,

Production of soybeans on Japanese farms continues ro decline
sharply (table 17). Only 535,000 acres were in soybeans in 1964,
compared with an average of 1,036,000 in 1950-54. Production
dropped from 450,000 metric tons to 240,000 in the same period,
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Table 17.--JAPAN: Ares and production of soybeans, and imports by prineipal country of origin, averages
1950-54 and 1960~64, annual 1955-64

ortst
T Import-

Froduction 'a ] depandency
Tnited | Other rate?
States countries

1,000 1,000 1,000
acres metric tons metric tons Percent

Average:
1950-54. ... 1.436 450 7T
196064, 0. u s 647 340 & 1,686

552 507 1,315
19560 careans 949 455 1,172
1957 eevane- 89% 458 1,263

858 391 7T 1,296
337 426 251 ; 1,424
758 418 1,091 H : 1,546

708 387 1,102 1,545
656 336 1,126 1,629
577 318 1,314 1,862
1964 earons 535 240 1,322 1,847

I Includes SITC Hos. 221-0400.
2 Fquals imports divided by domesitic production plus imports (stock figures not available} .
3 Less than 500 metric tons.

Sonxree: (11) and {19].
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Soybean production has been discouraged in recent years by fre-
quent adverse weather and increased damage from diseases and
insects, Support prices with deficit payments Dy the Government
have not been adequate tooffset the factors discouraging production.

The Government set prices for the 1963 soybean crop at
55,166 yen—-approximately $153 per metric ton, indigenous soy-
beans are sold in competition with imported beans which have a
13 percent ad valorem import duty imposed. Japanese farmers
receive as a deficiency payment the difference, if any, between
what their soybeans bring and the established support price,
The support price tends to rise because of the Government's
general policy of supporting agriculture.

Domestic soybean production, however, continues to decline.
The Government's aim in guaranteeing prices is to protect the
soybean growers from liberatized imports, and maintain a rea-
sonable income to farmers who still ptant soybeans rather than to
encourage greater production. Consequently, the support price
is not very meaningful under present conditions. Only soybean
imports have been liberalized, not imports of soybean oil and
soybean meal,

Some observers have suggested that growing soybeans may
become more profitable for the Japanese farmers through the
introduction of improved varieties of soybeans, improved cultural
practices, and lower production costs. If 50, this might hait the
shift away from growing soybeans and bring about greater pro-
ducrion. It doss not seem likely, though, that Japan will materially
expand soybean production, and increases, if any, would not offset
the rapid rise in demand.

Japan is one of the largest world markets for U.S. soybeans,
The United States has held the majoxr share of the Japanese S0y-
bean import market since the end of World War 1 (fig. 9. In
1950-54, the United States supplied about 86 percent of total
imports, but the percentage reached a low point in 1955 of about
71 percent, Int 1060, the United States held a record 97 percent of
the import market. The percentage dropped in 1963 to slightly
below the 1950-54 level of about 86 percent, andin 1964 fell to
82 percent, In the main, these ups and downs reflect the changing
positions of Communist China as a source of supply.

American soybean interests have done a careful and effective
job in adapting U.S. soybeans to Japan's requirements and pref-
erences, Research and education have brought encouraging resuls
in providing soybeans ¢hat fit Japanese demand not only for soy-
beans to be crushed but also for food.

When beans are to be crushed for oil and meal, U.S. soybeans
have an important advantage over both the native crop and soybeans
grown in China, Soybeans produced in the United States have a
higher oil content, and Japanese buyers are willing to pay more for
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the U,S, than the Chinese crop, More than 70 percent of the soy-
beans utilized in 1963 were crushed for oil and meal, The Japanese
market has readily taken all of the soybean meal produced,
Disposing of the oifl domestically has been more of a problem,
Japan has exported soybean oil to improve the domestic market
price, Both the high oil content of U.S, soybeans and growing
demand put U,S, soybeans in a highly favorable competitive
position,

U.S. soybeans have not been in the most favorable position in
competing for the market In soybeans for food, Food manufac~
turers lean first toward domestic soybeans and second toward
Chinese beans, But progress has been made toward gaining
greater acceptability for U.S. soybeans going into human food as
pointed out in the following quctation,

"Demand for U.S. soybeans for use in food products manu-
facturing is increasing as a result of scybean food research
and better industry studies in the United States and J apan.
Japanese processors of tofu, shoyu, miso, and nattc are begin-
ning to prefer U.S. soybean varieties, According to the recent
findings of the Japanese Agriculture-Forestry-Fishery Proh-
lems Investigating Committee, tofu makers are now using
imported U,S, 'Hawkeye' variety soybeans, and miso makers
are shifting their preference to the imported U.S, 'Harosoy’
variety, These improved U,S, soybean varieties have been
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found to be more suitable for focd-making purposes than older
imported varieties, Alsc the 'Jackson' and "Lee' varieties,
imported from the southern areas of the United States, have
been found to be suitable for making food products peculiar to
Japanese taste (30)."

Nearby Gommunist China provides the only foreign competition
of any significance, In 1935-39, Japan imported an average of
616,700 metric tons of Chinese soybeans. Notuntil 1955 did Japan's
imports of beans from all sources exceed this figure, § apan's
imports of Chinese soybeans are shown in table 17. Trade in
Chinese soybeans was substantial up to 1958, At this time a sharp
break oceurred, which lasted through 1961, followed by a recovery,
In 1955, Japan imported about 204,000 metric tons of Chinese beans,
giving the Mainland 25 percent of the market--the highest ~c~cent-
age achieved before the break, Japanese imports reached 284,000
metric tons in 1964, a postwar high, but this amount was less than
18 percent of the market.

The erratic movements in soybean imports from China high-
lights the political nature of the trade and introduces one of the
most unpredictable aspects for the future. Soybean trade follows
the ups and downs of general trade activity berween the two coun-
tries, General trading, in turn, follows the changing Sino-Japanese
political situations,

A significant development that can have a lasting influence on
China'’s atiitude toward trading with Japan is the Sino-Soviet split.
Ideological and political differences with the Soviets and reduction
in Sino-Soviet trade forced the Chinese to look elsewhere for
markets and sources of supply. Nearby Japan was a logical choice,
Trade began to pick up. From a low point of less than §3 million
in 1960, Japan's total exports to China exceeded $152 million in
1964, Imports from China rose from around $21 million in 1960 to
almost $158 million in 1964, But in the early months of 1965, Sino-
Tapanese relations were again strained, as a result of political
squabbiing over Japan's refusal to extend credit to China through
the Japanese Export-Import Bank,

China exported a total of almost 639,000 metric tons to the
Soviets in 1959; the figure dropped te 351,000 in 1960; then toc only
10,300 in 1961, No shiprnents were reportedin 1962 or 1963. In fact,
no Chinese beans were reported as having gone to the Bloc coun-
tries in 1962-63, and only small amounts in 1961, Exports to Japan
increased sharply during the period of the decline in Bloc trade,
If the new patterns should hold, the implications of the shift in
market outlets could be significant, depending on whether Com-
munist China can restore, and possibly expand, soybean production,

Production estimates and available export data (the latter
taken from trade returns of countries trading with China) show
the amounts of beans grown and exported in 1955-63 (table 18).
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Table 18.--COMMUNIST CHINA: Production and exports of soybeans and
percentage of tohal exported, 1955-64

1 Estimated by the U.S. Department of Agriculture and should te re-
garded as only rough approximations.

2 fompiled from the custom shatisties of countries trading with China.
Data are incomplete.

Year Produetion® Exports? Percentage exported

e 1,000 metrie tons - - -~ - - Percent
‘; 1955, ..., 9,117 950 10.4

3 1956...... 9,253 970 13.5

. 1957... .. 0,117 972 15.7

i 1958...... 9,800 D44 9.6

] 1959...... $,500 1,343 14.1

@ 1960. .. ... 8,200 996 12.1

-; 1961...... 7,900 335 4.2

- 1962...... 7,700 339 4ot
1963...... 7,811 328 LAY

,. 1964...... 8,573 n.a. -

L

i

Data on production and trade indicate two things of Interest which
shed some light on China's capabilities to produce and willingness
to export. First, soybean production is indifficulty, having declined
sharply since 1958--the beginning of the now discredited "great
leap forward." Second, data on production and trade show that
there is a relationship between production and exports., To assume
that the Chinese regime will always export food to obtaln foreign
exchange, regardless of the domestic food situation, is open to
question, The decline in exports during 1960-63 indicates that the
assumption may need to be modified,
There is a small chance that soybean production will recover.
I 1964 esgimates are approximately correct, production showed
some recovery, rising about 9,7 percent from the previous crop.
But production remained 1 1/4 milllon tons below the 1938 crop.
Another 10-percent gain would add 857,000 tons of soybeans.
There is an unexploited production potential in China's agriculmural
sector. And it is true that soybeans have historically played a
vital role ag an earner of foreign exchange, The need for foreign
exchange is always pressing for China, But the population growth
is adding an estimated 14 to 15 million additional people annually
_to be fed, Fats and coils are scarce. Then, too, and probably
more important, saybeans have to compete with other crops in
the land utilization pattern and land in soybeans may be put into
more profitable crops. Also, an industrializing China would logi-~
cally shift to exporting more and more manufactured goods. Thus,
it is hard to see how China can export soybeans again at the 1939
leve! of more than 1,343,000 rons, Yet, should production recover
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to the 1938 level, the regime could export 10 percent of the soybean
crop.

Moreover, if production were to increase and if the J apanese
market were China's first choice as an outlet, Chinese soybeans
could become a much more serious source of competirion, Offer-
ings of 500,000 tons or more annually would not be too difficutt,
This is, to be sure, a problematical situationin view of the shifting
trade pattern of China and Sino-Japanese political relationships,

There are strong indications that China and Japan each have
an interest in expanding trade, but developing trade has not been
smooth and it is not likely te be in the foreseeable future,

At the moment, Japan's srated policy calls for separating
political questions from economic matters. Private Japanese
traders are permitted to do business with Government organi-
zatiens of Communist China. Indications are appearing that Japan
s moving toward closer official relationships with the Mainland.
The agreement to establish permanent unofficial trade missions in
Tokyo and Peiping, the exchange of news reporters, the willingness
to talk of alr routes, and the extension of S-year credit to the
Chinese are moves that signal possible change in the future,

The foregoing discussion mentions some of the general condi-
tions and the changing framework in which Chinese soybeans may
enter Japan, It is well-known that Japanese importers work closely
with the Japanese Government, If China offers to buy complete
plants, machinery, iron and steel, fertilizers, insecticides, and
transport equipment from the Japanese, offering soybeans as
one means of payment, the Japanese will likely listen. As has been
pointed out, the power that gives impetus to such trade is Japan's
desire to seil and to diversify market outlets. Buying beccmes
a means te that end, This bent on the part of Japan to buy in order
to sell poses the most difficult problem for the United States in
competing with Chinese soybeans. Another problem 1s that the
state trading practiced by the Chinese enables Chinese trading
officials to set prices low enough to make sales.

In 1962, China and a Japanese trade group signed a trade
agreement, generally referred to as the Liao-Takasaki Long-Term
Agreement, The agreement was to last for 5 years, from 1963 to
1967, It called for Japan to buy 750,000 metric tons of soybeans
from China, or an average of 150,000 tons annually, In addition,
soybeans are imported through what the Chinese call "friendly
terms."

Some frictions have been reported over such matters as
price negotiations, pricing beans of varying oil content, times of
delivery, amounts, and quality. The Japanese are finding that the
Chinese are an uncertain source of supply, and there are also
problems on quality, It is alsc most unlikely that the Chinese will
be content with the Japanese policy of separating trade from
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politics. China can be expected to keep pressuring Japan on
this point at every opportunity,

Safflower Seed

Japan's buying of safflower seed has increased in the last
10 years, Before 1956, purchases were negligible, From 16,225
metric tons in 1956, imports rose to 198,217 metric tons, valued
at $21,710,000 in 1964. Reportedly, more purchases of safflower
seed would have been made in 1964 if exportable supplies had been
available.

Practically the entire amount, 99,2 percent, in 1960-64 came
frora the United States. Small amounts came from Canada in some
years, and in 1964 a negligible amount came from Communist
China, Thus the United States has had little competition. Safflower
seed competes with soybeans, and price ratios between the two
products are important,

LIVESTOCK AND POULTRY PRODUCTS

Tallow

The United. States produces more than half of the world pro-
duction of tallow and greases, Nearly 75 percent of world exports
came from the United States in 1956-60, and 68 percent in 1963,

Japan imports mostly beef tallow. The potential sources of
supply are those countries where beef cattle production is a major
enterprise. Tallow becomes available as one of several byproducts.

Large numbers of cattle are found scattered over much of the
earth, Dairy cattle predominate in Western Europe. In India, the
home of the world's greatest number of cattle, the animals are
used primarily for draft purposes, India’s religious custems forbid
the slaughter of cattle,

The parts of the world where beef cattle are commercially
produced for export are not so extensive, Foreign countries sup-
plying the Japanese tallow market in recent years have been
the United States, Australia, Canada, and New Zealand. These
four countries have supplied Japan almost every year, and they are
likely to remain major competitors for the market, Argentina,
a sizable producer of heef and tallow, is not shipping to the Japa-
nese market at present, .

Competition from demestic production is small, In 1960-64,
Japanese farmers accounted for only about 10 percent of the total
supply (table 19), The country's import-dependency rate increased
from 88.4 percent in 1950-54 to 90.] percent in 1960-64, Unless

89




R s S e g e, TR

‘bﬂ% 7

Tevle 19.--JAPAN: Production of tallow, and imports by prineipal

couniry of origin, Bverages 1950-54 gnd 19aG-54,
amual 1955-p4

Tmports!
Lmport-
Froduetion

dependgncy
i Wew Uther rate
Australia Zealand Canada countries

fveraga;
1850-34. ., ., .. {?} 1
130640 iuunn. b 7

——
Vg T

14 95
15 114
15 144
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15 147
16 107
20 130
cesan 22 163

1964.......

1 Include SITC Nos. 411-321 and 411-327.

Eguals imports dividea by production plus imports {

gtock figures not available}.
Less than 500 metric tons.

Source: (19},
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sharp and unexpected dsclines in the total demandfor tallow should
cccur, there is little likelihioed that domestic supplies will account
for any substantially larger percentage of Japan's requirements,
Even though Japan Is moving toward more livestock farming,
domestic production is estimated to reach only 23,000 metric tons
by 1970,

Tallow supplied by Japanese farmers averaged 8,000 metric
tons annually in 1950-54, Domestic production more than doubled,
and averaged 18,000 metric tons for 1960-64. However, tallow
imports increased from 61,000 metric tons to 163,000 (table 19),
Numbers of cattle are likely to increase on Japanese farms, but
tallow production will probably not make any major increases
although some expansion is expected. The import~-dependency rate
could increase, depending on demand,

The changing demand and utilization pattern for tallow poses
questions concerning future demand, Japanese industry uses tallow
for many products. Listed below are the major uses and the
percentage of tallow consumed by each in 1958-60,

Use Percent

Shortening
Margarine
General industrial

Demand for each of the items in which tallow is a major com-
ponent part is influenced by such determinants as price, avail-
ability of substitutes, and changing technology. This is part of
the difficult problem in assessing the future demand for tallow.
For some end products, the demand shows an upward trend;
for others, demand is declining, The serious decline so far in
demand is in the soap industry and is traceable primarily to the
use of substitutes,

More than three-fourths of the tallow consumed in Japan goes
into the manufacture of face soaps and laundry soaps (cake and
powder), With such a heavy reliance on one end use, the total
demand for tallow is vulnerable,

Producrion of laundry secap has declined, owing to the growing
use of detergents. Total soap production showed strong gains,
increasing from 147,826 metric tons in 1951 to a high of 380,205
tons in 1959. But production since 1939 is off sharply, amounting to
only 224,600 tons in 1563,

The switch to detergents for laundry has been associated with
the growing use cf electric washing machines, Frum 3,328 ma-
chines produced in 1951, production reached 2,664,000 units In
1963. Production of detergents rose during this same period, from
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5,000 metric tons in 1951 to about 238,000 tons in 1963, Detergent
Production in 1963 was more than 5 times the 1959 level, It was 36
percent larger than the 1962 production.

Production of face scap has increased since 1951, rising from
36,800 metric twns te 77,600 in 1983, Laundry soap aiso showed
gains from 1951 through 1959, but then feli sharply after 1959,

The Japanese soap industry is not alone in losing ground to
the detergents, as these products continue to gain acceptance in
other countries. Industrialized countries such as Japan can be
reasonably expected to increase the demand for tallow for nonscap
uses, Underdeveloped countries will need more gsoap as income
rises; this could help Japanese eXpOorts.

Trouble in the soap industry has undoubtedly hurt the demand
for tallow in Japan as it has in other countries, but this trouble
has not kept Tapan's imports from increasing, A total of 192,000
metric tons was bought in 1064, comparedwith 139,000 tons in 1959
when the shift to detergents began. Studies have indicated that the
import demand for tallow may decline after 1965, Other chservers
close to the problem are more optimistic, They point out that even
if rallow-based scap experiences further losses to detergents, in-
creased use of tallow in other products, such ag shortening and
margarine, will offset the loss in demand from the soap induscry.
There is also a potential for inczeased use of tallow for face soap.

Another large potential demand for fats is in mixed feeds, which
will be needed to supply Japan's growing livestock and poultry
industries, Use of fats in mixed feeds has so far found widest use
in the United Srates, but it also has promising prospects abroad.
Surveys in Japan indicate the potential demand for tallow in feed
could double or triple present imports for all purpoeses if used at
U.5, levels of consumption (4),

Prices are important in Japan where products are substi-
tutable, A supply of high-quality tallow at favorable prices can
have a substantial impact on the increased use of tallow, Increased
prices of raw materials push up production costs and manufac—
turers are under pressure by the Government not to raise prices
in the interest of curbing the rise in cost of living and promoting
national stability,

The United Stares is, hy far, the major supplier of the Japanese
market {fig. 10), Japan is also the leading world outlet for U.S,
tallow. In 1964, 85 percent of the tallow imported by Japar, came
from this one source. The Japanese have learned from experience
that the high-quality U.S, tallow is beth the best suited £nd the
most economical for making soap, Exporters of 1.3, tallow have
cooperated with the Japanese in correcting sources of possible
complaints or dissatisfacrion.

Australia is the most sericus competitor of the United States in
the Japanese market for tallow, Japanese imports from Australia
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rose in 1962 and again in 1963, butfell off sharply in 1964, Australia,
however, has not been a consistent suppler. In 1959, Japan im-
ported 18,000 tons;in 1961, only 5,000 tons; and in 1963, 25,000 tons,
a record high,

Production of tallow and greases in Australia has increased
during recent years, and larger quantities of tallow have become
avellable for exporting, Production in 1963 rose more than 16 per-
cent over the 1956-60 average. Exports about douhbled during the
same perlod, Japan, after the Republic of South Africa, was
Australia’s second best marker In 1963, Communist China was
fifth,

Australia 13 adjusting its meat processing to conform to North
American rnarketing requirements, As a result, there is a greater
accumulation of fat trimmings for tallow producticn. About 40 per-
cent of Australia's tallow and greases was exported In 1959-60,
and nearly 70 percent in 1963, Domestic consumption I8 used
primarily to make scap and candles. As in other countries, how=-
ever, detergents are replacing soap, reducing domestic demand
fox tallow. This decrease in domestc demand is helping to increase
export supplies (22), The Japanese marker is a natural outlet for
Australian tallow as it is for many other raw materials, Australia
is actively striving to expand shipments to that outlet,

New Zealand tallow has moved Into Japan consistently since
1954, though not in large quantities, Imports from New Zealand
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Increased from a negligible amount in 1950-53 to an average of
5,000 metric tons in 1960-64, Imports reached 6,000 tons in 1957
and 1958, and again in 1961, before dropping to 4,000 tons for
both 1962 and 1963. A new high of 8,000 tons was registered in 1964,

Production of tallow and greases in New Zealand is increasing,
as are exports. The rate of increase in exporrs is not much
different from that in production. New Zealand exports about
four-fifths of the tallow and greases produced. Like Australia,
New Zealand ships to many countries. Japan, the fifth largest
market in 1962, took only one-fourth the amount going to the
United Kingdom, Communist China was a close second to the
United Kingdom in 1962 as a buyer of New Zealand's tallow.
Chinese buying tallow reduces competition for U,S, tallow selling
in free world markets. In late 1962 New Zealand adopted the bulk
method of handling tallow, About one-third of tallow exports are
shipped in bulk,

In 1962, Canada replaced New Zealand as the third largest
supplier of the Japanese tallow market. Canadian shipments in
that year tripled, rising from 3,000 metric tons in 1961 to 9,000
in 1962, Imports from Canada amounted to 10,000 tons in both
1963 and 1964, Production in 1963 was 23 percent above the 1956-60
average, Exports were up 55 percent in 1963 from the same base
period, Canada was the fifth largest world exporter of tallow and
greases in 1963,

Hides and Skins

The same countries--the United States, Australia, New Zealand,
and Canada-~that compete for the Japanese tallow market are the
major suppliers of hides and skins. In addition, Argentina has been
a steady competitor for these sales. Other petential suppliers in-
clude such areas as India, South Africa, Ethiopia some Middle
East countries, and possibly Communist China, The United States,
Australia, New Zealand, Canada, and Argentina supplied most of
the rotal imports in 1964,

The demand for leather in Japan continues to grow, chiefly
because of the growing number of Japanese consumers who have
adopted Western-styled footwear, Demand is alsc spurred by other
end-users,

Leather, however, faces strong competition fiom leather-like
substitutes in much the same way that cotton competes with the
manmade fibers. Lower price is the big advantage of the leather-
like substitutes, Nevertheless, demand for goods made of leather
is strong and growing, Lowering cost of producing leather goods
50 they can compete with the substitutes is important,

The Japanese have a policy of imporring raw hides and skins
to be processed in Japan rather than higherpriced finished leather.
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Attaining efficiency has been a problem for the J apanese tanning
Industry, Unlike many other sectors of theJ apanese economy proc-
esses used in the tanning industry remain outdated. Two important
reasons for this lag stand out and are interrelated, First, at a time
when Japan has moved at a rapid pace roward large-scale assembly
production, the tanning industry has remained a collection of many
small firms as shown in the following data for 1960, 4

Nw.mber of employees Number of factories

300-499, . . 1
200-299, . 2
100-199, ., 4
30-99, , , . 28
30-49, . . . . . 39
2029, . . 39
10-16. , . 167

4-9 , .., .. 220

3 and under. . 443

Total. o .o o i v v u e .. 963

Almost 69 percent of the tanneries have fewer than 10 em-
ployees, The small establishments are not capable of filling large
orders of uniform quality as required by large manufacturers of
shoes or other leather products, Bigger and more efficient tanneries
are needed,

Second, many tanning and finishing establishments are tech-
nologically backward, They need new equipment and processing
methods that require capital investment, However, the forces of
change, everywhere apparent in modern I apan, are beginning to
reach the tanning industry,

Japan‘s move toward a more ~nen economy, including impore
liberalization, sharpens the need to make Japanese production
more efficient to meet world competition at home and abroad, The
small, inefficient firms that have operated behind a wall of pro-
tection will be under increasing pressure from foreign producers
with lower cost, large-scale production methods,

Another force favoring increased efficiency through consoli-
dation and large-scale operations in tanning comes from the
emergence of large shoe manufacturing firms, Such firms may
find it advisable to acquire tanning facilities through joint ventures
ozr other methods, Thus, it seems only a matter of time before the
Japanese leather and tanning Industry will bring into use larger

4 U,S. Department of State. Foreign Market Survey on Leather and Footwear,
Alrgram A=253 from the Tokye Embassy, Sept, 16, 1963,
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capital outlays, greater mechanization, and more modern equip-
ment. (See reference in footnote 4.)

Avallable statistics on the production and uses of leather are
incomplete. Such data, however, show that 132,947 metric tons of
leather were produced in 1962, up 22,000 tons from 1961 and 350,000
tons above the 1960 figure. About 74 percent of the leather con-
sumed in 1962 was used to make footwear; most of the rest, 23
percent, was used to make bags, cases, gloves, sporting goods, and
other consumer items. Industrial leather, belt leather, and other
industrial uses accounted for only about 3 percent of the total.

Westernization and rising consumer incomes are bringing an
increased number of shoe customers every year, The actual number
of pairs of shoes manufactured is difficult to obtain because shoes
are produced in many small, widely scattered factories, Estimates
for recent years have varied widely., Total production of leather
shoes for 1961 is estimated at 10 million pairs, but some estimates
have run much higher, At any rate, thenumber is small for a coun-
try with 97 million people, an increasing number of whom can
afford high quality consumer items, The J apanese Ministry of
Agriculture has estimated that the total demand for raw hides and
skins will be 400,000 metric tons in 1970. About 80 percent, or
320,000 tens, will be imported, This puts domestic production at
80,000 tons, which seems optimistic,

The situation looks favorable for U,S, hides and skins, But,
If U.S, sellers are to hold the historical share of the market, there
are significant competitive problems. Japan 18 the largest world
raarket for U,S, hides and skins, About 68 percent of all hides and
skins imported, Including reptile leathers such as alligator and
lizard skins, comes from the United States. The United States sup-
plies more than 70 percent of the total hides and skins that are used
in the shoe industry. However, U,S, hides and skins must compete
net only with other countries but also with domestic producers in
supplying Japan's growing requirements, Domestic production,
supplying countries, and the import-dependency rate are shown in
table 20. The large and steady role that U.S, hides and skins have
plaved {n supplying Japan can be seen in figure 11,

Japanese producers of hides and skins supplied an average of
18,000 metric tona in 1950-54 and 32,000 tons in 1960-63, However,
annual production for 1959 and later years has been nearly static,
at about 31,000 or 32,000 tons, Meanwhile, imports have continued
to mount, rising from a 1950-34 average of only 43,000 metric tons
to an average of 138,000 in 1960-64, more thar a threefold ine
crease. Annual statistics show a new high of 159,000 metric tons
reached in 1964, up 5,000 tons from the previous year, Some Japa-
nese say that domestic raw hides and skins are betrer in quality
than imports, but they are less uniform in size and grade, and the
price is considerably higher, U,S, hides and skins are not expected
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Table 20.--JAPAN: Production of hides and skins, and imports by prineipal country of origin, averages 1950-54 and 1950- 84,
annual 1955-64

Importa?
Import-
Proiuction Ty dependency

) . Other rate?
#ustralia | Argentina j Canada countries

1,000 1,000
metric ions 4 i metric tons | Percent

Average
18 4 &l 70.5

1960-64.,.... 2 32 95 170 Bl.1

a7
103
100

25 45
29 50
29 49

W

96
117
128

51
40
67

b~ \n

95 170
93 174
104 3 185
118

1 Include SITC Mos. 211-0:10, 0120, D130, 0140, 0200, 03G0, D400.
2 Fguals imports divided by domestlc productlcn plus imports {stock [igures not available).
* 4 _year aveTrage.

Source: (18},
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to have any major new competition from domestic producers in
the immediate future, though domnestic outturn should continue to
edge up under the stimulus of the livestock promotion programs,

Annual 1959-63 production figures do not indicate any rise in
production.

Australia was Japan's second largest supplier of hides and
skins, Shipments from Australia averaged 21,000 metric tons in
1660-64, accounting for 15.2 percent of the market. In 1950-54,
Australia supplied an average of 3,000 metric tons, compared with
21,000 in 1960-64--a sevenfold increase, U.S. exports during the
same period increased from 23,000 tc 96,000 tons, more than a
fourfold increase, Purchases from Australia showed a marked in-
crease beginning in 1958, from 3,000 in 1957 to 10,000 tons in 1938,
Imports from Australia reached 28,000 tons in 1963, but dropped to
22,000 tons in 1964, However, Japan has nowbecome a leading out-
let for Australia's growing preduction of hides and skins and the
Australian Government and trade have a keen interestin promoting
farm exports to the Japanese market,

Argentina was the third largest supplier of hides and skins,
after the United States and Australia, Imports from Argentina
averaged 4,000 metric tons in 1950-54 and 6,000 tons in 1960-64,
The highest volume shipped during the period studied occurred in
1962 when imports reached 8,000 metric tons, Imports dropped
to 5,000 tons in 1963 and 1964,
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Japan's imports of hides and skins from Canada expanded from
a 1930-54 average of 1,000 metric tons to 4,000 tons in 196064,
a fourfold increase. From 1960 to 1964, annual purchases held
rather steady at around 4,000 tons, dropping to 3,000 orly in 1963,

New Zealand's position in the Japanese market was similar to
that of Canada, in that the level of exports te Japan was small and
stayed rather constant from year to year within a range of 2,000 to
4,000 tons. For 1950-54, New Zealand's average was 3,000 metric

tons and dropped to 2,000 in 1960-64 owing to a sharp drop in 1964
imports,

Poultry

For U.S, exporters, developments in Japan's poultry industry
have direct application in two respects, Feed-grain exporters have
an interest since about three-fourths of the commercial feed con-
sumed is in the form of poultry rations., Most of the poultry feed is
layer feed, with only about Spercent preparedfor growing broilers,
Low broiler production, caused by a late start in development, has
opened the market for U,S, supplies of frozen dressed poultry,

Feed-grain exporters can expect to benefit by increases in
poultry production. On the other hand, sellers of poultry meat have
their opportunities reduced by increased domestic production,
Whether the Japanese will, in the long run, import feed and grow
their own poultry meat entirely using domestic labor and capital
or import dressed poultry makes interesting speculation. Since
1961, they have been doing both. In the long run, the signs point
toward greatly expanded domestic production, but this does not
necessarily preclude importing also,

The statistics shown in table 21 tell a great deal about the
poultry industry in Japan and why shifts are occurring, The number
of chickens is increasing rapidly; egg production is expanding, and
production of poultry meat is rising. To understand the changes,
the characteristics of the flocks and the orlentation of the industry
must be considered,

Poultry raising in Japan has historically been directed toward
producing eggs. Production has been in the hands of small farmers
keeping a few chickens, The average flock consists of fewer than
20 chickens. Emphasis on €gg production, with meat more or less
a byproduct, has led to the adoption of breeds of chickens that are
good layers rather than meat birds. The leading breed kept in the
laying flocks has been the White Leghorn, a useful layer but too
small and too lacking in other qualities for meat. Chicken meat
has come primarily from old hens culled from the laying flock and
excess cockerels,

Egg production is still considered vital to the nation's aims
for improved nutrition, but meat ig also desired. To produce meat,
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Table 21.--JAPAN: Mumber of chickens on farms, egg production, and
chicken-meat production, aversges 1950-54 and 1960-84, annual 1955-64

Number of .
Year chickens on Egg Chicken-meat
farme production production
1,000 1,000
Millions metric tons metrie tomns
Averages
1950-54. .4 c.nn. 33 1 243 217
1960-64. . 0nusns 87 780 108
1955 0. ieetvneins 4B 375 23
1956, caunnanns 43 369 35
1957, eennes e 45 409 38
1958, eeniinnnnss 50 440 41
1959 . i iihearnaans 48 453 43
1960, e et vivunnns 55 531 64
1961, et ineennnn 72 751 &9
1962, .. .aue teeses o0 811 a7
19630 isennnns e a8 850 142
1964 . ... reehaaan 121 994 176

1 4_year average.
2 3.year average.

Source: (21).

& commercial brofler industry is beginning to emerge, ""Dual~
purpose” birds have been introduced. The poultry industry is
moving toward large-scale enterprise. Broiler production asprac-
ticed in the United States, where feed efficiency together with good
hroller-breeding stock and improved management practices have
combined to produce excellent meat at low cost, has much to com-
mend it tc the Japanese, It would be surprising if the Japanese do
not push the commercial broiler industry vigorously and success—
fully. A staxt has already been made in that direction, but develop-
ment takes time,

Japan'’s lag in establishing a modern broiler industry has
benefited 1,S, exporters. Selected poultry products arriving in
Japan in 1958-63, mostly from the United States but to socme extent
from other countries as well, are shown in table 22, The data
indicate that the United States has benefited more than any other
supplier by developments in the poultry field, supplying the bulk
of the live chicks, hatching eggs, and dressed poultry, Live chicks
and hatching eggs are imported primarily to bring in foundation
stock,

The sharp rise in demand for frozen poultry since 1961 has
been especially heartening, The greatest opposition comes, of
course, from the Japanese producers, Ready reception of U,S.
frozen poultry in the market has aroused domestic producers and
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Table 22.--JAPAN: Imports of dressed poultry, chicks, and hatehing eggs, by

L A
A

country of origin, 1958-84

Lnd ted
States

Denmark

Mainland

West

China Germany Argentina Fumani

United
Kingdom

Other

countries

Total

1958
1959
1960
1961
1962
1963
19647

Poultry (kilograms)?

222

806

313
62,978
284,012
3,358,149
5,259,850

48,522
460,900

20,000
25,000
33,950

10,463 59,083

8,478
12,712
5,158
3,000
a

0

120

9,191
33,518
5,471
90,878
284,012
3,506,053
5,941,219

Chicks, live {mamber)?2

416
8,336
45,935
64,383
1,039,172
1,160,365

529

8,545
46,482
6,690
1,126,722
1,237,899

226
105
152

1,478
612
246

6

1 Includes SITC Nos. 031L-400 and D11-810.

2 Tusludes SITC Nos. DD1-410 and 001-420.

SR e e i

? Includes SITC Wo. 025-010.
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has led to demands for ahigher protective duty. Rates were doubled
in 1664 from 10 to 20 percent ad valorem, In 1964, however, demand
remained strong, and U,S, sales continued without harmto Japanese
producers and without inhibiting growth of the domestic brotler
industry. In fact, both groups can benefit by building markets, and
Japanese consumers will be served at the same time.

Denmark, Communist China, and others have manifested an
interest in the Japanese market; they can be expected to continue
doing so. France moved inte the market in 1965, offering poultry
at low prices, Developments in the European Common Market
concerning poultry can have a substantial bearing on the compe-
tition in Japan. Surpluses in Eurcpe stimulated by high prices
might be sold to Japan at reduced prices. Such pricing could result
in the Japanese producers pressing their Government for greater
protection against subsidized competition,

The growing demand for more meat should continue to exceed
Japan's ability to produce in the foreseeablie future, The current
gap between domestic supplics and demand is permitting the
United States to market poultry and to add another product to the
list of commodities going to Japan in substantial quantities. This
opportunity of gaining a new export market has been welcomed
by the U,S, industry.
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Nonfat Dry Milk

The growing popularity of milk and milk products among Japa-
nese consumers is part of the general shift toward increased con-

TR T ST ST A T 2

Sk

sumption of health foods, There are strong reasons for expecting
that consumption of milk and milk products will continue to spri2ad
and grow, eventually making Japan & major consumer market and,
possibly, an increasingly large importer. The Japanese authorities
expect demand for dairy products to increase. They are taking
steps to meet the larger requirements through greater domestic
production. The demand for imported dairy products will depend on
the degree of success achieved by the Japanese dairy farmers.

Large shipments of nonfat dry milk from the United States
have been significant in promoting consumption of milk by the
Japanese popularion, The nutritive value of diets of school-age
children has been much improved by the addition of high-quality
nonfat dry milk from the United States. These youngsters, the pur-
chasing consumers of the future, have acquired a taste for milk,
Moreover, commercial demand for nonfat dry milk seems to be
increasing. Both the Japanese dairy industry and exporting countries
supplying the Japanese, including the United States, will benefit
from such an increase,

Consumption, production, and import statistics for 1955-64 are
shown in table 23. Per capita consumption, expressed as fluid milk

T A e e S Tt S [ S e b R
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Table 23.--JAPAN: Production net imports, snd corsumption of milk, 1955-64

Supply Consumption
Import-

X dependency

pxngbijt{im Iaportis Per capita rate

1,000 1,000 1,000 1,000
metric wons metric tons meiric tons metric tons Kilograms Percent

1,030 130 1,160 1,082 12.1 11.2
1,159 172 1,371 1,281 14.2 12.5
1,412 204 1,616 1,513 6.5 12.6
1,579 185 1,764 1,647 7.9 10.5
1,764 205 1,969 1,839 15.9 10.4

1,939 606 2,545 2,395 25.6 23.8
1961 .00 rnns 2,180 35L 2,571 2,402 25.5 15.2
2,528 562 3,080 2,894 30.4 8.2
19630 . 00 2,843 831 3,6% 3,447 35.8 22.6
1964 e eans 95 3,127 960 4,087 3,887 ? 0.0 23.5

Hote: Number of dairy cows are calendar year data; other data are for Japsness [iscal years {April 1 - March 31). Imporis
are converted to milk equivalent basis. Available supply equals production plus imports. Import-dependency rate gquals imporis
divided by available supply. et food consumption equals avallable supply minws exporis, animal feed, and waste.

Sources: {11, 12, 19).
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equivalent, has grown rapidly, Annual per capita consumption of
fluid milk equivalent reached 49 kilograms in 1964 compared with
12 kilograms in 1955 and an average of only 4.5 kilograms in 1934~
38. The 40 kilograms is still small by Western standards,

In response to growing demand and attractive market prices,
numbers of dairy cows on Japanese farms have increased rapidly,
more than doubling between 1¥56 and 1964. Total milk production
Tose even faster, However, the consumption of milk and milk prod-
ucts expressed in {luid milk equivalent has increased faster than
milk production, widening the gap to be filled by imports, The im~
port-dependency rate increased from 11,2 percent in 1955 to 23,5
percent in 1964, U,S, nonfat dry milk has accounted for a large part
of the imports (table 24),

The bulk of the nonfat dry milk supplied by the United States
has moved on concession, Prices have been attractive to the Japa-
nese; the 1965 price was 8 cents a pound, Imports at concessional
prices are surplus U.S, supplies, made available to the Japanese
Ministry of Education for use in expanding the School Lunch Pro-
gram,

Japan is now buying small quantities of imported nonfat dry
milk for animal feed and other uses. Such imperts move through
commercial channels under Iicenses based on quotas set by the
Government., U.S, commercial sales of nonfat dry milk to Japan
have been rising, amounting to 5,700 metric tons in 1964 compared
with 3,850 tons in 1963, and 2,850 in 1962, Much larger quantities
could be urilized by the Japanese feed and food trade if Imports
were liberalized,

Competing for the commereial Japanese market for dafry
products 1s a greater challenge to the U.S, farmers and exporters

Table 24.--JAPAN: Imports of nonfet dry milk, by prineipal country
of origin, 1953.a41

Year Saves | gemsria | Mustrlis | thers | toval

---------- Metric tong - - - = - - - o =
1953, ........ e |o1,034 0 260 367 1,661
1950t eurnnns oo | 24,183 0 0 0 14,183
1955000 eninnanns 14,926 0 0 0 14,926
1956.. .. e | 18,319 0 0 999 20,318
1957 0 veriunarenes | 24,949 1,457 0 0 26,206
1958, .0..0.. .. ceeen | 29,708 1,431 731 0 21,868
19590, inrannnn v | 18,800 0 0 1 18,601
1960 .. 0iinnnin.s 40,187 0 618 2,621 43,426
1961 neunnrnnns 29,471 308 906 614 31,299
1962....... e 40,162 1,388 1,909 1,675 45,114
19630 ciennninns .. | 85,118 2,59 456 0 68,170
29641 0eninnnn, v | 73,852 2,342 157 55 76,406

1 Includes SITC Nos. 022,0210, {1953-55) 022-0220 (1956-61) 022-221-
224 (1962-864).

Source: (19).
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than for almost any other U.5, farm export., The first hurdle arises
from the import policies of the Japanese Government, The Govern-
ment aims to promote the growth of the domestic industry. Floor
prices on manufacrured dairy products are maintained wel] above
world prices, Imports are restricted to protect the domestic in-
dustry and to promote expansion. Only policies onnatural cheese--
imported mostly for making processed cheese~-and on casein and
lactose have been Iiberalized, Custom duries are used, in addition
to quotas, for protecting domestic producers,

Important changes in the utilization of the milk produced on
Japanese farms appear to be in prospect which will affect the
demand for U.S, nonfat dry milk going into the Japanese School
Lunch Program, At the insistence of Japanese producer groups,
the Government is moving toward providing more whole milk for
school children, replacing imported nonfat dry milk,

Only 53 percent of Japan's fluid milk produced in 1964 was
consumed as whole milk. Almost all the rest was uged in manu-
facturing other products. Selling whole milk is mozre profitable to
producers, and they would like to Increasetheir sales to consumers,
To do this, however, retail prices must be lowered, Currently,
these prices reflect the high costs of preducing, handling, and
distributing,

More efficient methods of handling and distributing milk would

lower costs and reduce rerail prices, For example, a great deal of
overlapping occurs in collecting milk on the small, widely scattered
farms, ¥ this could be eliminated, considerahle savings would
result. Alse, more efficient distriburion of milk to scattered custo-
mers would reduce costs,
The impact of expanding the consumption of fluid milk in the
School Lunch Program andin retail markets could reduce the supply
for manufacturing, Thus, the Japanese may need to import proc-
essed dairy products in much greater quantities, opening up market-
ing opportunities for cheese, butter, whey powder, nonfat dry mitk,
and other manufactured dairy products,

Competition for U.s, EXPOXts comes Primarily from
New Zealand, Australia, and dairy—exporr_ing countries in
Europe. The U,S. faceg formidable competition on prices, particu-
larly from New Zealand. Yet the Japanese market offers promising
potential if price competition can he

met, Population increases,
rising consumer incomes, the School Lunch Program, and a desire

to improve the nation's dier are forces that promise to expand total

demand. Demand wili probably increase faster than Ffapanese pro-
duction. Controlled importing of less expensive high-quality manu-
factured dairy products to supplement domestic supplies and to

keey consumer prices from rising is believed likely to find favor
with the Japanhese authorities,

. Sl [ A A B e * T e i i
e A o A Gt 2R e P 1 o B e A ST i o

¢ b
ROy,
BT WP SRR oy TS A v

At SO e 8 H Al

i 4 e

"

LA e i e e

D o B i U e b e b b b S i P e i Tt
L B v By L




A ] i e

FRUITS

Japan is a large producer and consumer of a wide selection of
fruits, Strong efforts are being made to expand the Industry, Pro-
duction of fruits increased from a 1950-54 average of 1,401,000
metric tons to 3,350,000 metric tons for 1960-64 (table 253), Pro-

duction in 1964 reached a record level of 3,865,000 metric tons,
more than 2,7 times the 1950-54 average, The land area devared
to fruit production in 1964 was 750,000 acres compared with an
average of 373,000 acres in the base period 1950-54, Thus, the
land area In fruit about doubled while production became roughly
2.7 times larger, underscoring the progress being made in obrain-
ing greater yields per unit of land,

Production of nearly all kinds of fruits grown in Japan to any
significant extent has increased, Sharp increases have occurred in
apples, citrus {(primarily mandarin oranges), grapes, peaches,
pears, persimmons, and cherries,

The expansion of fruit production in Japan is an ontgrowth of
rapidly expanding demand and the Government policy which aims at
a high degree of self-sufficiency, Government policy has en-
couraged fruit production on upland areas that are not well suited
to growing field crops. Fruits such as mandarin oranges command
a good price in r;orld markets and are important export items, The
dollar value of export earnings from the sales of mandarin oranges
rose from less than $1 million in 1950 o mure than $31 million in
1954, These earnings stand to Increase as young trees, planted re-
ceatly, come into production, The U.S, market is the leading ourlet
for canned Fapanese mandarin oranges, taking more than one-third
of the $31,199,000 worth exported by Japan in 1964, The citrus
canker disease prevents importing fresh mandarin oranges into
the United States, Japan also exports fresh apples and pears to
Asian countries andcanned pears and peaches to worldwide markers,

U.S, fruit growers and exportinterests see progress, problems,
and cpportunities in the expanding Japanese market, The demand
for fruit is strong, Despite prices thatputsome fruits in the luxury
class, per capita consumption increased from 14.6 kilograms an-
nually in 1955 to 26.1 kilograms in 1962, Population growth and,
more important, rising consumer purchasing power are combining
to add further strength to the demand,

Japanese efforts to produce the national requirements of fruits
face some difficult problems, Hand labor is used extensively, and
the ¢ost of labor ig rising, Inefficient and costly production methods
make returs to growers low and prices to consumers high, Low-
income groups can scarcely afford to buy some fruits because of
high prices, But the J apanese authorities want to expand the con-
sumption of health foods, Thus, high retail pricesfor fruits conflict
with the national aim of upgrading the nation's diet,
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Table 235.--JAPAN: Planted area and produciion of selected Fruits, averages 1950-54 and 1960-64, arumal 1955-64

Production
Acreage
planted

Apricots | Grapes Peaches Persimmnons Cherries

1,000
8CTES 1,300 metric tons

Averages:
1950-54.. 373 el 214
1960-E4. . &76 1,015 308 380

418 390 129 284

463 750 40 180 305 766
500 809 48 178 213 796
520 807 33 152 292 910
556 g37 42 215 366 934
595 876 46 250 337 1,115
640 955 50 295 394 1,309
680 1,000 v 324 322 1,132
717 1,155 51 340 384 1,15
750 1,090 32 332 464 1,507

-0 ~1 83 OO S hoA e

1 Ineludes Japanese pears and other pears.

? Ineludes mandarin, mavel, and summer oranges and other citrus fruits. Mendarin oranges acecunl for 973,000 tons {88
percent of the total) im 3963,

7 Items may not add to the total because of rounding.

Source: {11}.
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The fact that some fruits such as lemons and ralsins are not
produced in sufficient quantities to meet demand, and general pres-
sures to liberalize more of their imports have led the Japanese
authorities to ease import restrictions, Items lberalized so far,
primarily ralsins and lemons, have opened opportunities for .8,
exporters, Further gains will likely be more difficult to achieve
because of the Japanese desire to protect the home industry in
those products grown extensively on Japanese farms,

The United States hopes that Japan will liberalize other items,
such as grapefruit, canned pineapples, and fruit juices, Grapefruit
is permitted to enter only in small quantities. Because of the limited
quantity, trade margins and consumer pricesare high, holding down
consumption ameng low-income consumers,

Raisins

Raisins were liberalized In January 1961, Japanese trade
figures show that total imports of raisins increased from 6,316
metric tons in 1960 to 19,222 in 1964, Imports from the United
States rose from 2,381 metric tons to 15,964 tons during the same
perlod, more than a sixfold increase. Figure 12 shows the growth
of raisin imports and the U,S, share of the market from 1950 to
1964. The United States supplied 83 percent of the market in 1064
and averaged 78 percent of the market for 196C-64. Australia and

Jepanese imports and U. 5. Shaore

RAISINS
THOUS, METRIC TONS

B Toial%ﬂ.s. Shoare

20

15

1950-54 1956 1958 1960 62 1

~O

64 1966

YEAR ENDING DECEMBER 13,

U 5. DEPARTMENT OF 4GRICULTURE HEG. ERS Ia¥5-55 () ECONOMIC RESEARCH SERVICE

Figure 12
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Greece supplied most of the rest. The quality of U, S, raisins and
the acceptance by the Japanese in the last 5 years puts U8, growers
in a favorable competitive position,

Lemons

Lemon imports were liberalized in May 1964, In the following
months, lemon imports exceeded 1,000 metric rons monthly from
June through November, but dropped it December, Still, toral im-
ports In 1964 amounted to 14,787 metric tons compared with only
4,041 tons in 1963, hefore liberalization, All lemon imports in 1964
came from the United States. And in 1964 J apan became the second
largest market for U.3. lemens, accounting for abour 20 percent of
the total U.S, dollar sales,

Opening the marker to foreign seliers drastically reduced the
high price that the Japanese consumers had to pay for lemons and
enlarged the U.S, lemon market, It is hoped that Japan can remove
import controls on other fruits with similar benefits,

OUTLOCK AND MARKET DEVELOPMENT
HIGHLIGHTS OF 1965

Trade data that have hecome available as this report goes to
press show that 1965 was another banner year for U,S, farm prod-
ucts in the Japanese market, J apanese farm imports from the United
States of foods, beverages, and agricultural raw materials reached
a record level of over $977 million, up more than 18 percent over
the previous year,?> Japanese farm imports from all sources in
1965 exceeded $2,906 million, a gain of 10.4 percent over 1964, The
U.S, share of the market amounted to around 34 percent in 1965
compared with about 30 percent in the preceding year,

Looking at the several individual commodities for which Japan
is a major outlet for U,S. farm production showed a mixed picture
in 1965, Scme items, as would be expected, shared in the grawth
while others declined, Cotton, nonfat dry milk, tobacco, and barley
showed a decline, In most cases, however, the declines were slight,

Imports of raw cotton from the United Statesfell slightly below
the previous year while total raw cotton imports were somewhat
higher for the year, Larger imports from Central America along
with slightly lower prices for comparable quality from soeme areas

are believed to have caused the drop in purchases from the Unired
States,

5 Imports in this grouping are slightly different from the compilation of
farm imports used in the main body of the repore,
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The most serious drop occurred in the amount of nonfat dry
milk imported from the United States. Japan's imports of this com-
modity from all sources declined in 1965, but the U,S, share
dropped more sharply than the total. Practically all nonfat dry
milk from the United States comes into Japan at concessional prices,
however, and is used in the school lunch program, The drop in de-
mand for nonfat dry milk reflects a policy change which calls for
gradual replacement of nonfat dry milk in the school lunch Drogram
with whele milk produced on Tapanese farms,

Leaf tobacco imports dropped fairly sharply in 1965, Imports
from the United States were also down, The decline generally re-
flects heavy carryover stocks from the high level of imports in
1964 rather than any weakening of demand for tobacco products,

Total imports of barley were up sharplyin 1965, but purchases
from the United States declined. According to Japanese traders,
U.S. barley was not always available at competitive prices during
the year which kept the United States from sharing in the increased
demand,

On balance, however, the losses were far exceeded by the
gains overall as shown by the increase in total purchases, Among
the items showing the strongest gains were corn, grain sorghuin,
miscellaneous feedstuffs, and soybeans. Strong demand for these
items and limited availabilities in other supplying countries ac-
counted for the sizable U.S, gains.

Preliminary data for the first third of 1966 (January - April)
show Japanese imports of 19 selected farm imports, which account
for the bulk of U.S, shipments to Japan, running 17 percent ahead
of imports for the same perlod in 1965, Recent trends indicate that
Japan's imports of foods, beverages, and agricultural raw materials
will exceed $3 billion in 1966, Imports from the United States should
pass the $! billion mark making Japan the first $1 billion market
for U.S, agriculture,

OUTLOOK

What lies ahead in the Japanese market? What will the Japa-
nese be buying and in what quantities 10 or 15 years hence? What
can sellers of U,5, farm products expect in the Japanese market?
To find some clues to these and other questions, the U,S, Depart-
ment of Agriculture in 1961 contracted with the Institute of Agri-
cultural Economics of the University of Tokyo to make a detailed
study of factors influencing supply and demand and to project the
recent trends forward to 1965, 1970, and 1975 (38).

Farm products of greatest interest to the United States were
chosen for study, and projections were made on the basis of the
quantities Japan had bhought in recent years. A summary of the
results of the study is shown in table 26, The summary indicates
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Table 26.--JAPAN: Tmports of selected farm produets in 1960, and
projections for 1965, 1970, and 19751

hetuar - Projections

Commodity 1960

1965 1970 1575

Mil. dol. | Mil. dol. Mil. dol. Mil. del.

176.9 170.0 191.0 217.0
9.6 - - —
138.1 223.0 363.0 595.0
2 431.4 390.0 429.0 466.0
13.4 41.0 81.0 209.0
184.0 321.0 482.0 &58.0
25.4 27.0 25.0 24.0
41.3 103.0 205.0 314.0

1 1950 prices.
? Includes cotion products other than raw cotton and eotton linters.

Source: {9).

the future Japanese market as an area of great opportunity for the
United States and other sellers. Only time will tell whether these
projections are realistic for each product studied. Given stable
world conditions with growing international trade, the projections as
2 whole seem to be reasonably good projections. For some items,
they may be much too low., The intreduction of new technology, a
new use for a product, change of Government policies and prices,
and other factors can throw any projection off, The authors of the
study have been careful to point out the Umitations of thejr findings
and projections.

Other appraisals of the future Japanese market indicate that
prospects are bright, The supporting bases for the optimism are
generally the same, These Include: (1) The high growth rate and
strength of the Japanese economy and the fact that the policy of the
Japanese Government is commitred o work toward continuing a
high growth rate and stability with priority 1o iudustrial develop-
ment; (2} land suitable for cultivation is limited in Japan and
production per acre is already high, also the cost of producing
farm products is high; (3) populaton growth increases food and
fiber needs every year; (4) rising consumer incomes create a
growing demand for more and higher quality products; and (3} the
Japanese are easing import restrictions, creating easjer access to
the market,

The appraisals assume thar Japan can earn, largely through
sales of Japanese manufactures, the foreign exchange needed to pay
for a long list of imports and other necessary foreign obligations,
of which farm products are only part,

Appraisals agree that the opportunities to expand sales are
present for those who can exploit them, They would also agree that
the market will be highly competitive for the various exporting
countries, This knowledge has brought Increasing attention to
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the problems and opportunities for market development and sales
promotion. Several countries, including the United States, have
addressed themselves to the problem of competing successfully
for the large and growing Japanese farm market,

MARKET DEVELOPMENT BY THE UNITED STATES

Faced with growing surpluses and costly storage programs,
A U.S, agriculture has come to rely more and more on foreign
. markets, The U.S. Government and commercial interests bave
' searched diligently to find and expand markets. Over the last
decade, market development has been emphasized, old projects
have been expanded and improved, and new programs have been
started. Problems of balance of payments and the drain on the U.5,
gold reserves are additional reasons for sales promotion efforts.
; ) 5 The U.S, Department of Agriculture, in cooperation with U5,
d agriculturai and trade groups and with localcooperators in the host
: country, 1s carrying out abroad prograr of forelgn market develop-
< ment with programs in 50 countries, Generally, projects are jointly
i financed. Japan, as the largest buyer of U,S, farm products and with
;
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2 highly promising future potential, is a logical choice for major
emphasis in market develepment.
Stepped-up work on market development started In Japan in
1956, This work has been expanded, currently nine projects are in
- effect. They are: Cotton, wheat, soybeans, feed grains, poultry,

tallow, tobacco, hides and skins, and raisins.
;: The results, measured in terms of increased sales, have been
2 generally positive in the aggregate. U.S, exports tc Japan reached

an salletime high in 1964, What part of this sales record can be
ascribed tc market development is difficult to measure, Evaluation
is being attempted as the program unfolds and experience is gained.

Obviously, in a country such as Japan, meny factors influence
the quantities and sources of imports. Several of these are discussed
in the report, Measuring the effects of any one factor, such as ad-
vertising and sales promotion, I8 difficult and could easily be mis-
leading. The problem in assessing results is further complicated
because there is no way of knowing what the situation would have
been without market development work, Even if the sales of a
product decline despite gtrong promotional effort, the possibility
remalns that the decline would have been more serious had the
promotional efforts not been made. Also, time must be considered;
market development is & long-run operation, Benefits are not im-
mediately realized.

The rationale for spending funds for market promotion is well
grounded and logically reasoned. A successful export program for

DR
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farm products obvicusly requires many things, It requires com-
petitive pricing, It requires gaining access to the market, It requires
producing and delivering quality products. It requires providing
suitable credit and financial arrangements. It requires building a
reputation for reliability and efficient service, It requires under-
standing local requirements and tailoring products to fit the needs
of the buyer, It requires an analysis and understanding of the way
business is transacted in the country, It also requires the molding
of tastes and preferences for products that U,S, farmers can best
supply and the building of good will and understanding between
buyers and sellers.

The last two requirements are closely related andare a grow-
ing dimension in the Increasingly competitive world markets,
Molding consumer rastes brings into play the tools that generally
fall under the heading of advertising and sales promotion. At the
same time, a broad promotion program seeks to build and enlarge
friendly relationships and understanding, Methods are varled
depending on the product to be sold and the consumer groups toc be
cultivated, Viewed in this light, advertising and sales promotion as
part of market development put the necessary finishing touches on
a well-rounded export program, Without them, the other factors
promoting sales might not be fully realized,

The belief that market development will be effective for farm
products in Japan and other foreign countries is strengthened by
the attention leading business firms give to advertising and sales
promotion in the U.S, market, In the United States, billions of
dollars are spent annually on advertising and sales promotion,
An estimated $14 billion was spent in 1965. The willingness to
spend such large sums is taken as proof that U, S, business direc~
tors are convinced that these expenditures are necessary and
profitable,

U.S. experience isbasically in brand-name advertising, Whether
advertising will be effective for such products as wheat, cotton,
and feed grains has been gquestioned, Applying U.S. experience in
a foreign market raises further problems, These two considerations
create uncertainties that are recognized and welghed, The weight
of the evidence, however, supports the decision to push sales pro-
motion vigorously,

Another point to be considered in deciding to carry out sales
promotion is the effort and resources devoted to promotional ac-
tivities by the competition, The threat of losing markets to another
competitor who might gain an advantage through more aggressive
premoting and selling stimulates counteraction, This consideration
bas application in the Japanese market, U.S, decisions on market
development pregrams take into account activities of competing
countries,
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MARKET DEVEL.OPMENT BY COMPETING COUNTRIES

The amount of money spent by governments, trade groups, and
other interests to Promote sales is difficult to ascertain. Similarly,
the sources of money, whether government or private, are not
readily obtainable, The general aims, objectives, and programs of

Australia’s funds and activities appear to he largely handled
by boards, The Wheat Board, the Meat Board, and the Dairy Board
each have local offices in Japan, The International Wool Secre-
tariat handles wool promotion. Representatives of the three boards

In general, Australia ig striving to create a broad Image as a
reliable and mutually advantageous trading partnerfor Japan rather
than to emphasize individyal products, Japan has industrial prod-
ucts to sell, and needs ro import food and industrial raw materials,

activities for poultry, dairy Products, livestack feed, andlivestock,

New Zealand's most Important promotional activity in Japan
1s in selling wool, which is handled by the International Wool Secre-
tariat, The second most important activity is in bromoting the sale
of meat, Partcularly mutton and lamb, Dairy bromotion is of third
importance,

Denmark and the Netherlands have sach carried out some
bromotional activitieg directad primarily at expanding sales of
dairy products, Denmari has also promoteg poultry,

Apparently, the amount of money spent has not been large, but
foreign exporters are keenly aware of the Importance of J apan as
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a potential market. It is logical to expect that they will continue
their efforts to improve their position in Japan.

Competition and promotlon are not just a question of several
sellers of farm products bidding for a larger share of sales. There
are some promotional projects in which agricultural countries have
a common interest. Expanding the total demand for a product such
as wheat can benefit all sellers of that commeodity, Similarly, pro-
moting the greater the use of cotton in competition with manmade
fibers, or promoting tallow-based soaps competing with synthetic
detergents, or promoting leather goods competing with syntheticg--
these are areas where competing countries have a common stake.
A good part of the U.S, effort in Japan has been directed toward
promoting total demand,
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