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Introduction 
In order for Japan to overcome the limitations on growth imposed by a declining 
population, it will be necessary to take maximum advantages of globalization and to 
develop the Japanese economy together with the world economy. Japan should do this 
by deploying a proactive economic diplomacy that includes contribution to the free 
trade system in the world, and the key to this is to accelerate the strategic development 
and negotiation of economic partnership agreements (EPAs). 

Countries of the world are presently engaged in a fast-paced movement to conclude 
bilateral FTAs or EPAs and so to build closer economic relations than can be realized 
by multilateral trade systems. Regional economic integration has advanced to an 
unprecedented degree in the Asia and Pacific region, in particular. In recent years, 
frameworks centered on FTAs have been formed at a rapid pace. Japan's EPA 
negotiations proceed very slowly, and Japan is being left out of the trade and 
investment networks of the world. 

Looking at Japan's present situation with regard to EPAs, we find that up to last year, 
EPAs with Singapore, Mexico, and Malaysia had entered into force. Vigorous 
negotiations have been pursued according to the EPA timetable in the Strategy in the 
Globalizing Economy1 that was formulated in May of last year. Now agreements have 
also been signed with the Philippines, Chile, and Thailand, agreements in principle 
have been reached with Indonesia and Brunei, and modalities were mutually accepted 
in principle with ASEAN. In accordance with the “Course and Strategy for the Japanese 
Economy”2, the EPA timetable was revised in the spring of this year, and the number of 
countries with which Japan will have concluded EPAs is expected to rise to 12 or more 
in the coming two years. 

In order to take the initiative in EPA negotiations in the times ahead, it will be essential 
to address efforts to bedrock where reforms have not made progress. Although EPAs to 
date remained little affecting to agriculture, serious negotiation will be required for the 
Japan-Australia EPA and other such agreements. Japan does not seek agriculture that 
fears globalization, but rather seeks to leverage globalization for strong agriculture. 
This is crucial for both the farmers and the consumers of Japan. 

1 Formulated by the Council on Economic and Fiscal Policy in May 2006. 

2 Decided by the Cabinet in January 2007. 
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Taking the above critical awareness of the Council on Economic and Fiscal Policy into 
account, the Working Group on Economic Partnership Agreement and Agriculture has 
engaged in vigorous deliberations since January of this year regarding the acceleration 
of EPA negotiations, the desired vision for medium to long-term strategy of EPA, and 
agricultural reform. The issues have been sorted out and organized, and specific 
measures have been studied. The following represents the first report of this working 
group. This report summarizes the views of this working group in light of the opinions 
heard from the ministries concerned and from agricultural producers, as well as on-site 
observation of agricultural operations. 
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1. Future EPA strategy and actions toward WTO negotiations 

EPAs are considered to be complements to multilateral free trade systems, primarily 
centered on the WTO. As such, they are positioned to contribute to Japan’s 
development in external economic relationships as well as its securing of economic 
benefit. 

WTO negotiations are expected to undergo a conclusive phase from spring to early 
summer this year, and actions for those negotiations are extremely important. As to 
EPAs, it will be necessary to consider acceleration of negotiations, the partner countries, 
the content of agreements, and so on, from a strategic medium to long-term 
perspective. 

(1) Actions leading toward WTO negotiations 

① Significance of free trade systems 
Japan has achieved its economic developments due to free trade system since the end of 
the war. Japan's future contribution to maintaining and expanding the worldwide 
system of free trade should be understood as a matter affecting not just the growth of 
the world economy as a whole, but also as an issue affecting Japan's national interests. 

② Contribution to WTO negotiations 
The WTO serves the function of creating a common framework for world trade that 
could not be accomplished bilaterally or plurally among several countries. In the 
interest of maintaining and strengthening a multilateral trade system centered on the 
WTO, Japan should make a contribution to the early conclusion of WTO negotiations 
in a manner commensurate with its status, and so recover its influential voice. 

(2) Significance of EPAs and importance of accelerating conclusion of EPAs 

① Significance of EPAs 
EPAs can foster closer bilateral economic ties as they are comprehensive agreements 
that extend to liberalization and facilitation of trade of goods and services, and 
investment, stability of food, natural resources, and energy supplies, as well as 
economic cooperation. 

② Benefits of EPAs 
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EPAs can be conceived to be beneficial in various ways. In Japan's case, the creation of 
EPA strategy should situate the following as crucial benefits: (a) Enhanced growth 
potential through strengthened competitiveness of industries sited in Japan, (b) 
realization of maximum benefit for consumers (provision of more varied and 
inexpensive choices, expansion of trade in services as movement of people increases), 
and (c) securing stable supplies of food, resources, and energy. It is also anticipated that 
the promotion of EPAs can also affect global sitting strategy for corporations, thus 
prevent the "hollowing out" of industry, and vitalize local economies. 

③ Attitude in undertaking EPA negotiations 
An EPA makes it possible to form closer trade and investment ties with the partner 
country that would be difficult to achieve through multilateral negotiations. Japan 
should clearly state the principle that Japan will contribute to the development and 
promotion of free trade and investment in the world through positive actions to 
conclude EPAs. A passive stance in consideration of domestic political conditions is 
likely to bring about doubt on Japan's interest in negotiation and, further, on Japan's 
role as a major member of the world economy. 

④ Prevention of disadvantages from lagging behind FTA and EPA negotiations 
When Japan lags behind in EPA negotiations, then often it ends up disadvantaged in 
competition with third countries that have gone ahead and concluded an FTA. This is 
the trade diversion effect. Mexico, for example, concluded the NAFTA and an FTA 
with the EU, which had a negative effect on exports from Japan and on the activities of 
Japanese corporations that were operating in Mexico. This stimulated the conclusion of 
the Japan-Mexico EPA. There was also the case of Chile, where the Republic of Korea 
was ahead of Japan in forming an FTA. As a result, Chile's imports from Japan went 
flat while its imports from the Republic of Korea grew rapidly. 

In early April of this year, the United States and the Republic of Korea concluded their 
FTA negotiations. The Republic of Korea has entered formal negotiations regarding an 
FTA with the EU, and is intending to seek agreement within the year. A network of 
FTAs and EPAs is expected to be formed quickly in every part of the world in the times 
ahead, and Japan must squarely face the fact that it will be at an international 
disadvantage if it is left behind. EU imposes high tariffs on some important exporting 
items of Japan. Therefore, it is necessary to proceed promptly with preparations for an 
FTA or EPA with the EU. 
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In addition to FTA/EPA negotiations, it is also important to conduct negotiations of 
social security agreements, investment agreements, and conventions for the avoidance 
of double taxation, aiming to greatly increase the number of countries with which Japan 
have concluded them. It should promote investments. 

⑤ Negotiations with a sense of urgency 
Enterprises seek the optimum global siting. Therefore they ceaselessly engage in 
reevaluation of siting for every stage of production, from development through design, 
prototype, and mass production to marketing in order to maintain and strengthen 
competitiveness. They also take the conclusion of FTAs and EPAs with each country 
into consideration. In this, it is essential to indicate to the greatest extent possible the 
prospects for when EPAs will be concluded, and to move with speed and a sense of 
urgency to develop an EPA network of high quality without lagging behind the trends 
of the world. 

(3) EPA partner countries 

① EPA network in East Asia 
EPAs contribute to the formation of a more beneficial international environment for 
Japan, by promoting the greater economic integration of East Asia as a whole. The first 
thing to do should be to complete a network of EPAs in East Asia as soon as possible. 
To this end, a Japan-ASEAN EPA should be brought to a prompt conclusion. 

Furthermore, Japan is slated to host APEC in 2010. Japan should aim for ASEAN+3 
(Japan, China, Republic of Korea), ASEAN+6 (Japan, China, Republic of Korea, 
Australia, India, New Zealand), and FTA-AP (APEC-wide FTA) with a view to 
realizing the Bogor objectives for liberalization of trade and investment in the advanced 
APEC economies in 2010. 

② Japan-Australia EPA 
Australia is a country in the Asia and Pacific region that shares common values with 
Japan, and cooperative relations with Australia on political and security matters are 
becoming increasingly important. With these in mind, negotiation of a Japan-Australia 
EPA should be actively promoted with the goal of achieving solid results early. A 
Japan-Australia EPA could be expected to contribute to the stable supply of natural 
resources, energy, and food, and to the promotion of industrial product exports. Such   
benefits to the Japanese economy as a whole should be clarified in order to obtain 
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public understanding of the matter. 

③ Japan-US EPA 
An EPA with the United States would bring an elimination of tariffs between the two 
countries, and would cover areas such as investment and services as well. Such an EPA 
would therefore be likely to further invigorate trade and investment in both countries, 
as well as further strengthening the close relations between Japan and the United States. 
It should also be noted that the United States imposes tariffs on commercial vehicles, 
passenger cars, thin-screen TVs and other such items of Japanese firms’ concern. The 
conclusion of an FTA between the United States and the Republic of Korea is liable to 
bring disadvantages to Japanese firms in the market of the United States. 

Meanwhile, there are points under discussion such as the following in relation to a 
Japan-United States EPA: 

(a) Japan and the United States together account for approximately 40% of the world 
GDP. If they concluded an EPA, one view has it that the two countries would exert a 
great effect on the world trade system, including the WTO. There is also the view, 
however, that an EPA between huge economies such as Japan and the United States, 
would have a positive effect on trade liberalization in the world as a whole. 

(b) Both Japan and the United States have relatively low tariffs, on the whole, and the 
economic advantages of concluding a Japan-US EPA would not be great if it addresses 
only the elimination of tariffs. It would be necessary, rather, for the two countries to 
engage in negotiation on wide-ranging areas including investment and services, 
standards and certification systems, and the movement of people (visas and so on). 

(c) Since agricultural imports from the United States include rice, wheat, pork, and 
other such items that have a significant impact on agriculture in Japan, the question is 
how to rapidly strengthen Japanese agriculture. 

To examine the issues discussed above, it is necessary to start a research on a Japan-US 
EPA jointly conducted by business, governments, and academics. The conclusion of a 
Japan-US EPA will be a key issue in the time ahead. Efforts to urge the United States to 
initiate joint research should be begun promptly. 

(4) Improving EPA quality 
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① Trade liberalization rates in EPAs 
The liberalization rates (the percentage of cases in which elimination of tariffs is 
completed within 10 years) for trade in goods under EPAs that Japan has concluded to 
date are generally at the low 90% level on a trade value basis. On the other hand, the 
rates in partner countries are generally at the mid-90% level or closer to 100%. This 
could be seen as an effect of Japan's great negotiating prowess. However, at least, most 
Asia and Pacific countries achieve rates in the high 90% range in their FTAs, and Japan 
must also exert itself to do better3. 

An examination of Japan's EPAs on an item (tariff line) basis shows that the 
liberalization rate can be estimated as approximately 92% if, for example, the items on 
which concessions were made in EPAs to date and items on which current tariffs are 
10% or less are assumed to have tariffs eliminated4. 

Taking these matters into consideration, across-the-board elimination of tariffs below a 
certain rate should be prepared as one alternative in order to conclude EPAs of high 
quality and in order to present Japan's clear commitment to actively increase the 
liberalization rate as a negotiating stance. Considerably higher liberalization rates in the 
future EPA should be sought for than those concluded to date on an item (tariff-line) 
basis as well as on a trade value basis. 

② High quality liberalization in the service sector, investment, etc. 

An EPA involves more than just elimination of tariffs. It is also necessary to work 


3 In the Australia-Thailand FTA, for example, Australia has a 100% liberalization rate on an item basis, 

while Thailand has a rate of 95% or higher. In the US-Australia FTA, the final liberalization rate for the 

United States was 99.5% on an item basis, and for Australia it was 100%. In the Japan-Thailand EPA, on 

the other hand, Japan's liberalization rate was 92% on a trade value basis, while Thailand's was 97%. In 

the Japan-Chile EPA, Japan's liberalization rate on a trade value basis was 90.5%, while Chile's was 

99.8%. 

4 This is estimated by Professor Fukunari KIMURA of Keio University in "Nihon no kanzei teppai no 

kanosei ni kansuru shisan" [“Estimates on the possibility of total elimination of Japanese tariffs"], 

revised edition submitted to the Working Group on Economic Partnership Agreements and Agriculture. 

The results can vary depending on whether HS 6-digit or 9-digit level is used for the tariff line, and 

estimates should accordingly be allowed a certain latitude. 
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toward substantive expansion and deepening of economic relations between the two 
countries across a wide range of areas, including liberalization in the service sector and 
investment, improvement of the business environment in the partner country, protection 
of intellectual property rights, and so on. Japan should aim to realize EPAs of high 
quality in these various areas. 

③ Improvements leading to EPAs of greater usability 
EPAs have their significance in being used. Rules of origin and systems for certification 
of origin are not easy for firms to use. Rules of origin should be devised to facilitate 
trade in order to improve EPA ease of use. Rules of origin and systems for certification 
of origin should be subject to evaluation and study, and improved where needed. 

④ Evaluation of EPAs concluded to date 
The effects of EPAs that have been concluded to date should be evaluated objectively 
and verified. The findings should be reflected in future EPA negotiations as well as in 
amendment of FTAs already concluded. 

2. Border measures 

(1) Basic ideas on border measures 

Border measures should be closely examined for their economic rationality, and both 
the items covered and the tariff rates should be reduced to the minimum possible. This 
is particularly the case with tariffs. There are goods, for example, that are subject to ad 
valorem tax rates of 10% or less or other such low tariffs. Protection by means of low 
tariffs like these can be considered as falling within the range of exchange rate 
fluctuation. It has little real protective effect. There are also some items on which high 
tariffs are imposed that exceed the actual disparity between domestic and international 
prices. The necessity for those low tariffs and the possibility of reducing the extremely 
high tariffs should be given thorough consideration. Having negotiating cards of this 
kind available for use is important in terms of taking leadership in WTO negotiations. 
Through WTO negotiations, medium-term elimination or reduction of border measures 
should be made along with elimination of export subsidies and reduction of domestic 
supports. Efforts should also be made to reduce border measures in EPA negotiations. 

- 8 
-



(2) Rationalization of border measures 

When border measures are necessary, the reasons should be made clear and the 
measures then thoroughly rationalized. 

Among the border measures, in particular, a differentiate tariff system applied to pork 
and related products is so complicated that there have been abuses (evasion of large 
amounts of customs duty). Tariff quotas, where relatively high tariffs are applied when 
imports exceed a certain limit, have room for rationalization. Under minimum access, a 
certain amount of rice is imported to Japan every year. As a result, inventories have 
risen and enormous annual storage costs5 are being incurred. 

In light of these circumstances, the differentiate tariff system should be abolished and a 
simple and transparent system should be adopted instead. The tariff quotas should also 
be reassessed in terms of the quantity applied to the primary tariff (on the in-quota 
amount) and the level of the secondary tariff (on the out-of-quota amount). It is also 
necessary to reexamine the minimum access program. 

(3) Clarification of costs borne by consumers because of border measures 

The imposition of tariffs for the purpose of trade protection provides protection to 
domestic producers, but on the other hand causes prices of imported goods and 
domestically produced goods to rise. Consumers end up bearing the burden of 
unnecessarily high costs. These kinds of border measures entail unseen costs that are 
borne by the public, and those costs should be shown in detail so that the public can 
recognize them. The public needs to be given more opportunities to see in their 
everyday lives what tariff rates are applied to individual items. The costs borne by 
consumers because of border measures applied to agriculture and livestock products are 

According to the Board of Audit of Japan, inventories of minimum access rice amounted to 1.81 

million tons as of the end of fiscal year 2005, and storage charges were 17 billion yen in fiscal year 2005. 

This storage charge amounts to as much as approximately 9400 yen per ton. Apart from this, 

approximately 16.4 billion yen in evaluation losses were also recorded in fiscal year 2005. Annual sales 

of 300,000 tons (scheduled) for use in animal feed began in fiscal year 2006, but it should be noted that 

sale at prices lower than the purchase price results in losses on the balance sheet. 
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estimated at least 2 trillion yen a year6, although they can vary according to the 
methods and the premises applied and the results should be understood as such. 

It is possible to reduce the costs borne by the public by eliminating or reducing border 
measures in WTO and EPA negotiations. In order to enjoy such advantages of 
globalization to the maximum extent, it is necessary to reach early agreement in WTO 
and EPA negotiations. A national consensus should be formed regarding this point. 

(4) Measures for industrial adjustment costs resulting from abolition or reduction of 
border measures 

It is necessary to take industrial adjustment measures to address the reduction in 
domestic agricultural production7 that can occur when border measures are eliminated 
or reduced. It is also important how to reduce the resulting fiscal burden by promoting 
structural reforms of agriculture. 

The industrial adjustment measures should be implemented with particular attention to 
the lessons of the Uruguay Round. Policies and measures should be limited to what 
contribute to structural reform in agriculture.  The substance of policies and the 
targeted farmers should be announced together as a package and, policies should be 

6 This is calculated by assuming a certain range within which domestically produced goods would be 

replaced by imported goods if tariffs were to be eliminated, and taking total demand to be constant. Then 

the costs are calculated by summing up the amounts of demand replaced multiplied by the price 

difference between the domestic and imported goods with regard to the four product items of rice, wheat, 

barley, and beef. 

7 The Ministry of Agriculture, Forestry and Fisheries has estimated that if border measures were to be 

eliminated, then, under certain assumptions, domestic agricultural production would drop by 3.6 trillion 

yen. In this event, the cost of compensating for the amount of the reduction in prices of domestic 

agricultural products would alone require an estimated 2.5 trillion yen in new annual spending. It must be 

noted that these estimates are based on a scenario in which all border measures are eliminated at a single 

point in time, so that it might be overestimating the impact. There is also the view that the elimination of 

border measures could take place on a schedule that allows farmers to know about them in advance. In 

that view, if the reduction and elimination of border measures were gradually conducted over time, then 

the impact of industrial adjustment would not be as great as when border measures are all eliminated at 

once. 
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with a planned time framework as a rule. In order to obtain a national consensus 
regarding the farmers targeted by measures, the measures should basically be 
formulated with reference to those farmers (firms) that depend primarily on agriculture 
for their income8. 

(5) Examination of policy measures to maintain local communities and 
multifunctionality of agriculture 

There are cases in which local communities are greatly dependent on production of 
certain specific product items, and trends in the production of the product items can 
have an extremely significant impact on the regional economy as a whole. It is also the 
case that agriculture has not only the function of agricultural production, but also 
multifunctionality such as protecting the natural environment, providing beautiful 
scenic views, and so on. It is important to create a comprehensive range of policy tools 
as options for the country to address such matters, for example, production changeover 
measures, environmental measures, and other measures to sustain the multifunctionality 
of local society and agriculture. 

3. Structural reform of agriculture 

Basic ideas 

(1) Urgent necessity to accelerate structural reform 

Abandoned cultivated land is increasing, the population engaged in farming is aging 
rapidly, and the value of total agricultural production is falling over the long term. 

According to the "Account Balance of Commercial Farm Households (Individual Management) for 

Fiscal Year 2005" in the Statistical Survey on Farm Management and Economy from the Ministry of 

Agriculture, Forestry and Fisheries, the average annual agricultural income per household for secondary 

farm households that depend on non-farm income for more than half of their income, and for 

supplementary farm households that lack any individual under 65 years old and involved in agricultural 

endeavour, amounts to no more than 630,000 yen and 300,000 yen, respectively. 
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Japanese agriculture is unable to break free of this vicious spiral, and it should be 
recognized that Japan's agriculture and farming communities are in a state of crisis. 
Acceleration of the structural reform of agriculture has become a pressing issue that is 
important in terms both of the development of local communities and the benefit of 
consumers. This would also strengthen Japanese agriculture's capacity for dealing with 
globalization, and one likely result is that it will become possible to accelerate EPAs. 

(2) Utilization of market signals 

Conditions should be arranged so that producers can monitor market signals on 
farmland, agricultural production, domestic and foreign demand, as liberalization 
progresses, make use of market mechanisms acting as managers and device their 
ingenuity, thoroughgoing transparency and disclosure taken as a given. It can happen, 
for example, that when farm products are sold through agricultural cooperative 
associations, information on agricultural product prices is not conveyed to the producer, 
who does not find out where the products were sold, to whom, and for how much. 

(3) Deployment of coherent policy to centralize and prioritize measures regarding core 
farmers 

Omnibus legislation should be formulated as quickly as possible for the purposes of (1) 
accelerating the accumulation of farmland to core farmers, and centralizing and 
prioritizing support for them; (2) establishing the principle that securing the free and 
diverse expansion of management contributes to true reform; and (3) coherently and 
consistently implementing measures related to fostering and supporting agricultural 
management entities (core farmers). This should be coordinated with the formulation of 
a timetable for reform that clearly states the deadlines for reform objectives for a span 
of about five years, and those reforms should be steadily implemented. Arrangements 
should also be made for annual verification, inspection, and public announcement of 
the status of implementation, as well as for taking the necessary measures for that 
purpose. 

(4) Food security 

The meaning of food security in open nation-building should be reexamined. On the 
one hand, there are limits to how much Japan can increase its food self-sufficiency ratio. 
On the other hand, structural changes are taking place in the international food situation, 
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with the growing demand for food in China, and so on. Under these circumstances, the 
question of how to secure a stable food supply through imports is an urgent issue for 
Japan, and EPAs may be a very promising means to employ. 

Specific contents 

A variety of policies and measures are being implemented in the agriculture sector, 
including farmland policy, management entity support policy, and so on. There is, 
however, a lack of consistency among them, so that the whole is not ordered so as to 
realize the effects intended by the individual policies and measures. A legal framework 
(omnibus legislation) should therefore be formulated as a comprehensive, consistent 
package with the substance described in items (1) to (3) below: 

(1) Establishment of a farmland system based on new concepts9 

① Basic concepts 

Farmland should be utilized effectively as farmland, and abandoned cultivated land 
should be decreased to zero. To this end, ownership and utilization are to be separated 
so that (a) forms of management for utilization of farmland are free as a rule and (b) 
transfer of ownership is free as long as it does not impede utilization of farmland. An 
arrangement to facilitate transfer of ownership is to be made ready as an option for 
people who wish to transfer ownership because of old age, inheritance, or other such 
reasons. 

② Framework for utilization as management resources 

(a) Creation of a periodical land lease and fixed-term tenant right 

The relationship between rights and responsibilities defined under the current system of laws 

concerning farmland is basically to continue until that relationship is dissolved. Provisions are to be 

made in the law to make it possible to shift to this new system of farmland laws when the parties 

concerned are in agreement. This will also necessitate setting up a provision to exempt the current system 

of laws regarding farmland to the extent necessary for application of the farmland system based on new 

concepts. 
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A periodical land lease and fixed-term tenant right should be instituted in order to make 
it possible for farmland tenants to carry out agricultural production under long-term 
management plans. Such a system should be set up to make it possible to lease 
farmland for at least 20 years as a rule. 

(b) Clarification of rights and responsibilities of farmland users 

Farmland users have the right to utilize farmland as a management resource, and at the 
same time bear the responsibility to make appropriate use of farmland as a management 
resource. They are also obligated to pay an appropriate fee for its use. An advance 
deposit (guarantee money) is to be paid, and in the event of early withdrawal or some 
other change in the arrangement by the user, then the user is responsible for introducing 
a proper user, and the deposit is to be used to restore farmland to its original condition. 

(c) Information disclosure and promotion of farmland intermediation by the private 
sector 

Although disclosure of information about farmland is presently being carried out in 
some quarters, adequate provision for it has not been made. Information relating to 
farmland should be developed promptly, making use of private sector know-how, as 
well. This should be fully disclosed by some easily usable means, while also giving 
consideration to personal information, and steps taken to promote farmland 
intermediation by private sector operators. 

③ A transparent system for determining fees for use of farmland 

Under the farmland system based on new concepts, fees for the use of farmland should 
be determined by a transparent system that reflects the supply-demand situation for 
farmland utilization. The current standard farm rent system set up by agricultural 
committees should be abolished after a certain period. 

④ Establishment of fair third-party organizations for farmland matters 

Farmland should be used properly as an agricultural management resource, and the 
accumulation of farmland, in terms of area, to core farmers should be accelerated. To 
that end, one fair third-party organization should be established in every prefecture, and 
one such organization for the country as a whole, assuming of collection of information 
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related to farmland and thorough disclosure of information. These organizations will as 
a rule be made up of farmers and experts. The organizations should (a) collect and 
openly disclose information related to farmland, (b) monitor the status of utilization and 
take corrective and enforcement measures, and (c) conduct operations related to 
intermediary ownership of utilization rights and accumulation of farmland to core 
farmers. 

⑤ Examination of farmland tax systems and zoning ordinances 

In order to provide for the use of farmland as farmland, the cost of ownership should be 
reduced when farmland is used properly as a management resource. On the other hand, 
measures are also required to raise the cost of ownership when farmland is not being 
used properly. The tax system for farmland should be examined on the basis of new 
concepts. Zoning ordinances should also be examined with a view to eliminating 
expectations of putting farmland to different use. The possibility should be examined, 
for example, of introducing a system of fixing zoning for a certain period (about 30 
years), with attention to local residents' views. 

⑥ Creation of a system to facilitate transfer of ownership 

Ways of facilitating the transfer of ownership for people who wish to relinquish 
ownership of their farmland because of old age, inheritance, or other such reasons, 
could include the creation of an arrangement for using farmland as an investment in 
kind in a corporation, and acquiring shares of the corporation. A certain degree of 
preferential treatment could be given to inheritance taxes on those shares, for example, 
in order to promote the transfer of ownership from small-scale farmland owners and 
accelerate the accumulation of farmland, in terms of area, to core farmers. 

(2) Promotion of free and diverse management with creativity 

Such low-interest financing systems as Super L loan, measures for mobilizing farmland, 
preferential tax treatment, and other such measures are implemented in a focused 
manner for certified farmers who are being fostered as core farmers10. Measures of this 

The farmer certification system is a framework for certification of agricultural management 

improvement plans created by farmers to aim for certain objectives set in master plans that are 

formulated by municipalities in accordance with actual local conditions. These master plans define 
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kind to support certified farmers have been accelerated. On the other hand, the 
certification criteria for certified farmers also include the implementation of production 
adjustments, so that acceleration is countered by a braking effect that prevents free 
production. This should be changed to a policy that basically entrusts choice to 
managers in order to promote the free and diversified conduct of management sought 
for core farmers while also assuring the consistency of management policy and 
measures with regard to rice policy, farmland policy, core farmers policy, and so on. 

① Introduction of concept of "sustainable agricultural management entity" 

A growing number of agricultural management entities are extending their operations 
beyond local municipalities or prefectures. Given this situation, the concept of a 
"sustainable agricultural management entity" should be introduced in addition to the 
certified farmer system with certification by local administrations (municipalities). This 
would promote self-support and self-help and contribute to the refinement of the 
management sensibility as well as to the expansion of freer and more diversified 
management. The "sustainable agricultural management entity" refers to a sustainable 
management entity that aims for freedom and diversity in management by creative 
innovation, without regard to the management form or size of area involved, and of 
which income from agriculture constitutes the greater part of (a fixed level of) its 
income. It should report its own management objectives (plans) to a private-sector 
rating and evaluation organization that is approved by the government (or to a fair 
third-party organization as described in section (1)④), and organization should conduct 
follow-up work and evaluation. 

② Implementation of production adjustments by manager selection 

The certification criteria for certified farmers include implementation of production 
adjustments. This requirement narrows the range of choices for managers. Production 
adjustments are therefore to be carried out as a matter of selection by the manager so as 
to enable free and diversified management and to respect managerial choice while also 
keeping an eye on how rice production should properly be handled. 

measures for efficient and stable agricultural management for each farm business, including the scale of 

agricultural management involved, production methods, business management methods, the mode of 

farming engaged in, and so on. 
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③ Thoroughgoing use of market mechanisms 

Matters should be arranged so that agricultural producers can track market trends 
themselves through price signals, exercise their own managerial judgement, conduct 
their independent efforts, and exercise their creative ingenuity. Market mechanisms 
should also be utilized in a thoroughgoing manner with agricultural products that are 
subject to measures for stabilizing earnings and price policies. 

④ Improvement of environments for fair competition with agricultural cooperatives 

The relationship between agricultural cooperatives and "sustainable agricultural 
management entities" should be structured in terms of fairness and equality. The 
agricultural cooperatives should be positioned as one of management entities. 
Improvement in a fair competitive environment should be made, including reevaluation 
of qualifications for various kinds of measures, so that "sustainable agricultural 
management entities" can compete with them under equal conditions. 

⑤ Reform of government administrative procedures 

A transition to government (national and local government) administrative procedures 
and routes that respect the managerial judgment of "sustainable agricultural 
management entities" should be made. Pressures to conform caused by a habit of 
following the crowd and parochial associations should be eliminated, and methods for 
executing policy should be developed that are thoroughly grounded in transparency and 
information disclosure. 

(3) Creation of a system for comprehensive support of the core farmers of agriculture 
as industry 

In order to promote agricultural reform in future, it will be important for agriculture to 
be carried out as a business. To this end, it is important to improve an environment that 
will make it possible for farmers to act as managers and exercise creative ingenuity 
regarding their own agriculture, exert efforts for it, and be free in expanding it as a 
business. It is necessary to establish new systems that provide comprehensive support 
for agriculture as an industry. 
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① Reconsideration of tax systems and finance 

The tax system and financing should be reconsidered to make it possible to inherit 
agricultural management resources in the form of a whole farm. 

② Securing safety nets 

Safety nets should be secured to allow direct payment to farmers to deal with income 
fluctuations. The timing for full-scale implementation is to be determined by the status 
of progress on the reform timetable. 

③ Implementation of comprehensive support utilizing the private sector 

Support is to be implemented in ways that make use of private sector to develop and 
secure human resources (including agricultural engineers), introduce technology (both 
hard and soft aspects), acquire management know-how, and other such activities. 

④ Support for new entries in agriculture 

The development of human resources is the most important to the free and diverse 
expansion of management by the exercise of creative ingenuity. The human resources 
to carry on agriculture must be sought through diverse farming-related channels 
extending over a wide range of society as a whole. New participants in agriculture who 
come from outside are of particular importance in reinvigorating agriculture and should 
be actively encouraged. Comprehensive and consistent measures are to be devised to 
verify and analyze the actual condition of new participants in agriculture, and to 
eliminate barriers to their participation. This will involve incorporating the objectives 
of new participants in the reform timetable, and positively achieving those objectives. 

⑤ Implementation of support related to export promotion 

Economic growth in East Asia has been accompanied by a rising demand for Japanese 
agricultural products that is centered among a segment of customers who have great 
purchasing power. Agencies with the know-how in export promotion should seize 
opportunities of this kind to provide advice. The promotion of EPAs should also reduce 
customs tariffs in the partner country, and this is expected to result in increased exports 
of agricultural products from Japan. 
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(4) The legal position of foreigners engaged in agriculture 

The position of foreigners in the agricultural sector today is shaped by their assignment 
to the "trainee" status of residence in Japan, so that they are not permitted regular 
employment. Some are assigned to "designated activities" status, and are positioned as 
apprentices who can engage in on-the-job agricultural training based on their 
employment relationship11. The agriculture sector has its own characteristic issues, such 
as the existence of agricultural off-seasons and busy farming seasons. The system of 
agriculture should be reevaluated according to these practical realities. It should also be 
realized that agricultural labor is not unskilled labor, but rather requires considerable 
specialized knowledge and techniques. The future possibility of establishing 
"agricultural labor" as a status of residence for foreigners in Japan that entails 
specialized technical labor should therefore be considered. 

On-the-job training in agriculture is allowed for five jobs in the two occupational categories of crop 

farming (protected horticulture, upland field and vegetable farming) and livestock agriculture (swine 

husbandry, poultry farming, dairy farming). 
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Conclusion remarks 

The Japanese economy is facing extremely severe conditions both inside and outside 
the country. Inside the country, the birthrate is dropping rapidly and the population is 
aging. As a result, the population is declining and the vitality of the economy is 
weakening. There are also serious fiscal deficits that will fetter future economic growth. 
Meanwhile, outside the country, we find circumstances that do not improve as 
anticipated in the WTO Doha Round, while countries around the world are actively 
developing FTAs in order to grasp the benefits of liberalization. Japan, however, lags 
behind in negotiating and concluding FTAs, and Japanese firms that are based in this 
country are being forced into circumstances to their competitive disadvantage in every 
region of the world. 

In order for the Japanese economy to regain its vitality and achieve high standards of 
living in the future, it will be essential to pursue the efficient use of labor, capital, 
farmland, and other resources that are quantitatively limited. To that end, opening 
market and domestic structural reform play crucial roles. Specifically, this means 
strategic expansion of FTAs and EPAs so that domestic production by Japanese firms 
can expand their exports and so prevent the hollowing out of industry. This will also be 
of aid in vitalizing local economies. As investment activities in other countries become 
more active, those fruits will be restored to Japan. Meanwhile, opening domestic 
markets will make it possible to raise production efficiency in domestic firms and 
increase benefits to consumers. The future supply-demand situation is expected to be 
severe with respect to food, natural resources, and energy, so that the competition over 
them will grow more intense. Securing stable supplies of these essentials is another 
benefit of FTAs and EPAs that must not be overlooked. In order to acquire the 
maximum benefit from EPAs, networks of EPAs that are comprehensive in substance 
and high in quality must promptly be formed with those countries that are a high 
priority for Japan. 

Though trade liberalization through EPAs reduces production and employment in 
non-competitive sectors, it accelerates growth of the economy through expansion in 
competitive sectors. In fact, Japan's past economic growth was achieved with the shift 
of resources from sectors in comparative disadvantage to ones in comparative 
advantage by trade liberalization. Gradual liberalization according to a schedule can 
reduce the adjustment costs for shrinking production and employment in less 
competitive sectors. In case adjustment costs do occur, it will be necessary to take 
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appropriate measures, such as providing income supplements and job training. 

The prompt implementation of a Japanese EPA strategy involves the matter of 
adjustment in the agriculture sector, which has already become a major issue. There is 
no question that immediate liberalization under present circumstances would be likely 
to incur large adjustment costs. However, if liberalization is carried out according to a 
phased schedule at the same time that structural reforms are made in the agriculture 
sector, then it would be possible to strengthen the competitiveness of the agriculture 
sector while keeping adjustment costs at a low level. If the implementation of EPAs 
simultaneously with structural reforms can realize a competitive agriculture, then using 
EPAs as leverage to open up the markets for agricultural products in partner countries 
could lead to expand exports of agricultural products from Japan. 

Many attempts at agricultural reform have been made in the past, with the efforts of 
large numbers of people involved. However, these have not necessarily achieved the 
desired results. Meanwhile, farm villages are undergoing particularly rapid aging of the 
population, and the lack of people to carry on agriculture is becoming critical. 
Considering these severe circumstances, it would appear that now is the time to 
formulate and implement comprehensive policies and measures of this kind again, as 
this may be the last opportunity to take such a large step toward realization of 
agricultural reform. The critical key to agricultural reform is the introduction of market 
mechanisms to the agriculture sector. The introduction of market mechanisms would 
make it possible to put farmland to effective use as management resources and to 
engage in efficient transactions for the purchase of raw materials, the sale of 
agricultural products, and so on. This would create an arena in which farmers who have 
ability and commitment could take action accordingly. The government must build an 
environment that can secure the efficient functioning of market mechanisms and the 
fairness of competition by assuring the transparency of its measures, promoting 
information disclosure, implementing appropriate tax measures, and so on. It will be 
necessary, too, for the government to play an active role in human resource 
development, provision of information on overseas markets, and other such functions 
that cannot be fully addressed by market mechanisms. 

Japan, like other countries, incurs short-term adjustment costs in some areas by 
promoting EPAs. However, in order to realize the economic prosperity of the Japanese 
nation as a whole, not just in the present but also in the future, the government must 
boldly promote EPAs while applying measures to hold adjustment costs down to a 
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minimum. Recognizing economic climate is rapidly becoming severe, little time 
remains for Japan. In order to keep from missing this opportunity, and to implement 
EPAs and agricultural reforms promptly, it will be essential to exercise strong political 
leadership with a clear vision of Japan's future. 
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