CHAPTER 1

Agricultural Policy: Supporting the New
Developments in Japan’s Agriculture

Masayoshi Honma

Abstract Japan’s agriculture is changing both in the field and in policy
terms. The first change is the development of new farm activities and a
system of distribution of agricultural products, and the other is the break-
ing up of the “iron triangle” which has been the foundation of Japan’s
agricultural policy to date.

In the field, managers practicing advanced agricultural management are
beginning to appear. But the creation of food value chains based on “mar-
ket in” strategies is lagging behind, and is being impeded by Japan’s dis-
tribution system.

Japan’s Agricultural Cooperatives (JAs) are the institutions behind the
distribution problems. The Abe administration is working to break up the
“iron triangle” which includes JAs, but the process is still underway.
Further reform is desirable.
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Change is coming to Japan’s agriculture. Irrespective of the fate of the
Trans-Pacific Partnership (TPP) negotiations, the nation’s agricultural
sector must formulate a new survival strategy and create twenty-first-
century business models. More than a movement away from Japan’s long-
lasting postwar agricultural policy, this represents an escape from the
“1940 system,” created during the Second World War, in the sense that it
has formed the basis of that postwar agricultural policy (Honma 2014).

What we are witnessing is the collapse of the “iron triangle” formed by
the Liberal Democratic Party (LDP), the Ministry of Agriculture, Forestry
and Fisheries, and the agricultural cooperatives. With the re-examination
of the acreage reduction policy and the reform of the agricultural coopera-
tive system, agricultural policy is beginning to move in a very different
direction from its previous course (Honma 2015). New fruit and vegeta-
ble businesses, which have not been reliant on policy measures for their
establishment, are also being nurtured (The 21st Century Public Policy
Institute 2016). The points for discussion offered here will consider
Japan’s agriculture from two perspectives.

The first perspective is that of the development of a new agriculture.
Throughout Japan, entirely new agricultural businesses are being created, and
the possibilities for Japanese agriculture are multiplying. However, problems
can also be observed. Can agricultural policy contribute to their solution?

At the same time, Japan’s traditional agriculture is in a state of dead-
lock, and is undergoing a process of decline. What is causing this? Our
second point for discussion concerns the re-examination of the system
which has traditionally underpinned Japan’s agricultural policy, and the
escape from that system. Rather than the LDP or the Ministry of
Agriculture, Forestry and Fisheries, it is the agricultural cooperatives
which are clinging to the old system. Why is this?

In Chap. 2, Kazunuki Ohizumi addresses our first point for discussion.
First, Dr. Ohizumi considers the initiatives implemented by practitioners
of advanced farm management, and finds that the points they have in
common are the adoption of market-oriented strategies which emphasize
product development based on consumer needs, and a focus on the cre-
ation of food chains which encompass the entire flow from producer to
consumer. However, these food chains are not yet sufficiently strong, and
despite efforts to increase added value, such initiatives do not transcend
the domain of the “individual value chain” and have little influence on the
surrounding agricultural milieu (Ohizumi 2018).
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Dr. Ohizumi indicates that it is the system of distribution based on
product-oriented approaches which impedes the creation of food chains.
The Staple Food Act in the case of rice, the Wholesale Market Act in the
case of vegetables, meat and flowers, and the system of designated orga-
nizations for the production of raw milk—all these systems related to
agricultural products serve to separate the domains of production and
consumption. The separation of producers from consumers fosters the
delusion that producers exist independently. This nurtures a culture
which rejects cooperation with other industries and the entry of outsid-
ers to the sector, impeding the creation of food chains. In order to real-
ize a fully fledged new direction for Japanese agriculture, it will be
essential to fundamentally reform the system which separates producer
and consumer.

Taking up our second point for discussion, in Chap. 3 Kazuhito
Yamashita argues that Japan’s agricultural cooperatives are the driving
force behind the system described by Dr. Ohizumi. The national system
responsible for the administration of agricultural production during the
Second World War was carried over into the agricultural cooperative sys-
tem in the postwar period. Japan’s agricultural cooperatives are therefore
not independent bodies, but rather government-administered organiza-
tions. They were positioned from their inception as the organs responsible
for the ultimate implementation of agricultural policy, and have been
granted a variety of special privileges as a result (Yamashita 2018).

Dr. Yamashita argues that in seeking to maintain their privileges, the
agricultural cooperatives have in fact contributed to the decline of
Japanese agriculture. In particular, they have adhered to a policy of high
rice prices in order to maintain commissions, and have thus continued a
policy of reducing the acreage under cultivation on rice farms for more
than 45 years. In order to enable this, they have set prohibitively high rice
tariffs to discourage imports, and have opposed the reduction of tariffs by
the World Trade Organization (WTO) or through the establishment of
the TPD.

The efforts of the Abe Cabinet toward reform of the agricultural coop-
eratives have produced certain outcomes, but are still in progress. In the
area of rice policy, a transition toward the production of fodder rice is
proceeding as a new form of the acreage reduction system. Dr. Yamashita
suggests that the scrapping of this policy, which entails enormous subsi-
dies, and the transition to a system of direct payments to protect farmers
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while allowing the market to determine the price of rice would reduce the
disparity between domestic and overseas rice prices, increasing the poten-
tial for export (Yamashita 2015).

Political reform will also be necessary to enable Japan to exit the old
system, and the dissolution of the “iron triangle” would be one desirable
initiative. The conditions are auspicious. The former Minister for
Agriculture, Forestry and Fisheries has a background in trading companies
rather than agricultural interests and the current Minister is a former offi-
cial of the Ministry of Economy, Trade and Industry. The minister respon-
sible for overseeing the Council for Regulatory Reform, which is the
driving force behind reform of the agricultural cooperatives, is passionate
regarding agricultural reform, and this is another factor which has been
behind the Cabinet-led push for reform of the agricultural cooperatives.
We can regard the era when political supporters of the agricultural sector
came together with an immovable resolution to defeat reform proposals as
over.

These changes in the political climate are being observed because agri-
culture itself is changing. While the agricultural cooperatives might cling
to the old system, farmers are moving forward. Rice farms of 100-200
hectares are appearing throughout the country, and many fruit and vege-
table farmers are making use of information and communications technol-
ogy (ICT) and other new technologies. In the area of dairy farming also,
producers and distributors who supply raw milk without involvement with
designated organizations are also appearing.

The issue for agricultural policy will be how to support these new devel-
opments, and how to bring the majority of farmers within its purview. It
will be important above all not to impede their activities, and essential to
fundamentally reform the systems which break up food chains. Further
desirable initiatives would be the abolition of the acreage reduction sys-
tem, the re-examination of the systems governing agricultural land which
impede the free acquisition of land, and the adoption of policies to encour-
age greater efficiency in the operation of agricultural cooperatives and
increased competition between the cooperatives in order to further
advance the reform of the organizations.
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