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Executive Summary 

The objective of the present paper is to analyze aspects of the effects of agricultural 
trade liberalization in more detail and in greater depth compared to the previous study. Some 
important commodities, i.e., rice, crops related to sweetener products and beef are selected. 
Major components of the Japanese sweetener markets are sugar from sugarcane and beet, and 
HFCS from starch. Domestic starch materials consist of sweet potatoes and potatoes. Location-
specific features of agriculture are taken into consideration, and we put more emphasis on 
effects at the farm level, also. 

In Chapter 1 of the previous study, Effects of Trade Liberalization on Agriculture in 
Japan: Institutional and Structural Aspects, recent developments of agricultural trade 
liberalization, particularly after 1995, are discussed to follow up the previous study. Chapter 2 
considers the effects of trade liberalization at the national level on the selected commodities. 
Market situations of the selected commodities, crucial policy measures which are applied 
domestically other than border measures, the analytical framework in terms of comparative 
statics, and proper values of price elasticities of demand-supply were analyzed to consider the 
effects of trade liberalization in this chapter. In Chapter 3, first the analysis methodology 
‘partial budget analysis’ and how it is applied in the Japanese case are explained. Then features 
of the production cost of selected commodities and consider the possible effects under changes 
in output-input prices, which are expected due to changes in some policy instruments are 
explained. A kind of synthetic model is built to evaluate the effects of reduction of the import 
tariff on Japanese beef. This model considers both input and output aspects based on production 
functions and input supply in a consistent framework. Chapter 5 concludes both the first and 
second phases of this project in the Japanese case. Since it is generally recognized that the 
implementation of UR agreement, which expires up to the year 2001, would not seriously affect 
Japanese agriculture, analyses in this study mainly consider the period after the year 2001 in 
their perspective. Outstanding features of the selected commodities and major conclusions of 
the paper are summarized by commodity below. 

Rice: International trade in rice was completely controlled by the government under the 
Food Control Law until 1995 and by the Law for Stabilization of Supply, Demand and Prices of 
Staple Food thereafter. Rice production has been controlled under the paddy field diversion 
programs since 1970. Rice has been highly protected throughout the post war period. The 
government accepted the minimum access commitment according to the UR agreement, and 
then rice was tariffied in 1999 with a high rate of specific duty, which amounts to roughly 
1,000% ad valorem. The import quantity is still limited at 7.2% of domestic consumption in the 
year 2000. The rate of self-sufficiency has been maintained at a high level, while domestic 
production of the other crops which use land, such as wheat, coarse grains and soybeans has 
decreased significantly. 

Rice production is located all over the country and nearly three million producers are 
involved. Looking at the production structure in terms of production cost, most of Japanese rice 
production seems to diminish if the market price would decline to one-third or one-quarter of 
the present level. Profitability of rice production in several districts such as Tyugoku and 
Shikoku, of which large areas are less favored, is relatively low under the current situation. 
However, consumers prefer japonica rice, such as that from northeast China, and quality 
difference causes a larger wedge in prices. It is easier for production of higher quality rice to 
survive under trade liberalization but lower quality products and small-scale producers will 
suffer even under lower rates of duty. In this context also, less favored areas in several districts 
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will be strongly affected by trade liberalization, or greater opening of the market according to 
the analysis using production cost survey.  

The huge amount of income, which transfers from consumers to producers through the 
highly protective policy on rice, has been estimated. On the other hand, it is widely recognized 
that agricultural land use, that of paddy fields in particular, also obtains a huge amount of 
externalities, namely multi-functionality. Although the studies evaluating these external effects 
are still underway, we should take into consideration these aspects when evaluating the effects 
of trade liberalization on rice production. 

Crops related to sweetener products: Sugar is produced from both sugarcane and beet 
in Japan. Sugarcane is first processed into raw sugar and then processed into refined or 
centrifugal sugar as final products. Beet sugar is generally processed directly for consumption. 
Although raw sugar imports were liberalized in 1963, production was strongly protected until 
recent years by a high rate of duty and another levy applied in the domestic market. The 
customs rate of specific duty on raw sugar was reduced from 41.5 yen/kg in 1993 to 10 yen/kg 
in 1998, which correspond to ad valorem equivalence of 143% and 28%, respectively. The 
Japanese food industry has faced a difficult problem because it has to purchase expensive 
materials to compete with foreign products for which tariffs are lower than on sugar. The tariff 
equivalent, which consists of the import duty and domestic levy, still exceeds 100%. Sugar 
production decreased in the 1960s and increased in the 1970s partly due to the paddy field 
diversion program. The percentage rate of self-sufficiency of sweeteners, which had been 
maintained around 35% until recently, decreased to 31% in 1997.  

Sugarcane is produced in Okinawa and Kagoshima prefectures and is characterized as 
small-scale farming. Moreover, the cane production is located mostly in less favored areas, the 
Nansei Islands, which comprise Okinawa prefecture, and small islands of Kagoshima 
prefecture. A number of farmers depend heavily on its production for their livelihood. 
Processing cane into raw sugar plays an important role in regional economies, also. Policy-
makers have to take into consideration these specific features of cane sugar production as well. 
Beet is produced in Hokkaido prefecture. The average scale is relatively large and beet is grown 
under crop rotation with other upland crops such as potatoes, wheat, soybeans, etc. Although 
beet producers have faced a production quota since 1985, they have attained relatively high 
levels of profitability. 

A sugar substitute, high fructose corn syrup (HFCS), was integrated into the sweetener 
market in the mid-1970s. The market share of HFCS increased rapidly and it was involved in 
the government intervention together with sugar in 1982. Government policy on the sweetener 
market now covers sugar, sugar substitutes such as HFCS and starch, which is the raw material 
of HFCS. The former two are managed under the Sugar Prices Stabilization Law established in 
1965 and the latter under the Agricultural Products Price Stabilization Law established in 1953. 
Importation of starch was regulated by IQ and was tarrified in the UR, but it is still protected 
strongly by a tariff quota applying a prohibitive tariff on over-quota importation, i.e., US$1/kg, 
which exceeds 300% ad valorem. Domestic and border measures on commodities related to 
sweeteners are managed under a very complicated system. The quantity of current access for 
starch under lower tariffs is 157 thousand mt, 5% of the total demand, in the implementation 
period. Both domestic and border measures on raw materials of starch play important roles, and 
the TQ on maize is a dominant tool (maize for feed use is free from customs duty). Under this 
system, the customs duty on maize importation is exempted when the processors use a 
designated amount of domestic materials together with the import product. 

Raw materials from domestic production are limited to sweet potatoes and potatoes. 
Potatoes are produced in Hokkaido by larger scale farmers and sweet potatoes are produced 
mainly in South Kyusyu under small scale farming. Because there seems to be little difference 
in quality between domestic and imported products, trade liberalization such as reduction of the 
levy on imported sugar would cause serious damage to domestic production. The analyses 
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based on cost of production suggested that small-scale producers will be most affected by 
decreases in output prices. 

Beef: The importation was liberalized in 1991. The customs rate of duty (temporal rate) 
was first 70%, and then gradually decreased to 40.4% in 1999. It is scheduled to be reduced to 
38.5% in the year 2000, although the bound rate of duty (general rate) in the UR agreement is 
50%. A safeguard clause to shift the rate of duty back to 50% has been established and it was 
triggered on frozen beef in the second quarter of both 1995 and 1996 JFY. Since the trigger 
level is increased according to the increase in the actual imports, the safeguard measure applied 
to beef could not be very effective in the long run. The trade barrier to beef importation is 
relatively low compared to those of rice, sugar and starch. 

The percentage rate of self-sufficiency declined in the 1990s. Both production and 
policy measures of beef are two-fold, namely calf production and fattening. The production of 
Wagyu calves, a native variety, is managed by a large number of small-scale farmers. Calves for 
beef production are also produced in the dairy sector. A deficiency payment scheme has 
supported calf production since 1990. The fattening sector on the other hand, introduces calves 
from Wagyu calf producers and dairy farmers. The fattening sector strongly depends on 
imported feed. Domestic measures on beef production are limited. 

Quality difference causes a large price wedge as in the case of rice. Wagyu beef prices 
did not decline considerably due to import liberalization. Prices of dairy beef declined more on 
the other hand, but that seems to have been absorbed by corresponding decreases in calf prices. 
Supply of calves and female cattle from the dairy sector doesn’t respond to changes in prices of 
meat, because they are produced as by-products in the milk producing sector. Decreases in 
prices of calves both of Wagyu and dairy variety have been partly compensated under the 
deficiency payment system, which was introduced facing the trade liberalization. In conclusion, 
domestic production was not seriously damaged in terms of production quantity, although dairy 
farmers and raising operations of dairy bred calves have lost their income to some extent. This 
evidence is well supported by the analysis applying a synthetic model which explains both input 
and output aspects in a consistent framework. This model suggested one example for analyzing 
the effects of trade liberalization on commodities for which quality difference from imported 
products is significant. The analysis in this study also suggests that finding proper estimates of 
own cross price elasticities plays a critical role. 
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