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Section1  Background to the review of the Food, Agriculture and Rural Areas Basic Act Specil Topic  Verificationand Review of e

Food, Agriculiure and Rural Areas Basic Act

Food security risks are manifesting with the passing of a quarter of a century since the enactment of the Basic Act

»  Aquarter of a century has passed since the enactment of the Food, Agriculture and Rural Areas Basic Act (hereafter, “the current Basic Act”), and the food and agricultural sector as well
as rural areas in Japan are facing challenges and changes in the situation that had not been anticipated during the enactment of the law or exceeded expectations.

»  Specifically, the emergence of the following challenges have put us at a significant tuming point in history: (1) growing food security risks caused by instability in food production, as a
result of climate change and the intensification of competition for food due to global population growth; (2) growing interest in initiatives that take environmental sustainability into
consideration, such as global warming and biodiversity; (3) growing concems over the ability to support food supply as the number of agricultural workers falls rapidly amid the rapid decline
in agricultural population ahead of domestic population decline.

Basic principles of the Food, Agriculture and Rural Areas Basic Act

[ Agricultural Basic Act ] [ Food, Agriculture and Rural Areas Basic Act ]
(Enacted in 1961) (Enacted in 1999)
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Source: Prepared by MAFF.

The Verification Subcommittee on the Basic Act conducted a verification and review of the current Basic Act and compiled a
report in September 2023

»  In September 2022, the Minister of Agriculture, Forestry and Fisheries consulted with the Council of Food, Agriculture and Rural Area Policies. The Verification Subcommittee on the
Basic Act conducted interviews with experts and verified measures, and held active discussions with Committee members from various fields such as academics, producers, food-related
businesses, and related organizations.

> Inaddition to implementing local opinion exchange meetings with 11 blocks across Japan, opinions were collected from the public through websites and other channels, reviews were
conducted while listening widely to the voices of the people, and a report was compiled in September 2023.
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Significant changes in the domestic and overseas situation surrounding food, agriculture, and rural areas after the
enactment of the current Basic Act

o . ) Cases of destabilization of global food production and supply
>  There have been significant changes in the domestic and overseas
situation surrounding food, agriculture and rural areas after the enactment . e

of the current Basic Act.

> In particular, factors such as Russia’s invasion toward Ukraine have
destabilized global food production and supply.

* © FAO/Sven Torfinn

> Furthermore, after the enactment of the current Basic Act, there has

Tight demand and supply for
fertili

been significant progress in intemational discussions surrounding Outbreak of animal infectious

disease

environmental conservation and sustainability, contributing to significant
changes in the mindset toward agriculture/food industry and sustainability.

»  The situation that had been the premise of the basic principles of the o
current Basic Act is undergoing major changes, and new challenges are \

also emerging. *Photo: Ministry of Defense *Photo: Agriculture & Livestock
Source: Prepared by MAFF. Industries Corporation (ALIC)

Heightening geopolitical risks related to food security due to changes in the global situation

»  Complex risks have been manifesting in recent years due to the spread
of COVID-19, soaring energy prices, climate change, and conflicts.
Against this backdrop, global food supply has become even more
unstable, with the stagnation of grain exports via the Black Sea and
soaring international wheat market prices and prices of raw materials for
fertilizers, due to Russia’s invasion against Ukraine and other factors.

»  The destabilization of the geopolitical situation could potentially have a AT S
serious |mpact on Japan's food supply, which is heaVIIy reliant on G7 summit held in March 2022 regarding the situation in Ukraine

imports Source: Website of the Prime Minister's Office
' URL.: https://www.kantei.go.jp/jp/101_kishida/actions/202203/24g7.html 3



Special Topic  Section2  Changes in the situation after the enactment of the current Basic Act, and challenges for the next 20 years

Progress in international discussions on food security

FAQ’s definiti f food it
> Atthe 1996 World Food Summit, where discussions were held on the > CeTInTHon of 7ood securnty

- - - [Definition of food security by FAO]
fOOd prOblem On a gIObal Scale, the FOOd and AgI’ICU|tUI’6 Ol'ganlzatlon “Food security exists when all people, at all times, have physical, social, and economic_access to sufficient, safe
- . " . . and nutritious food that meets their dietary needs and food preferences for an active and healthy life.”
(FAO) deflned food Secur“_y as fOIIOVVS FOOd Securlty EX|S‘B VVhen a" This widely accepted definition points to the following dimensions of food security:
. : H H Four pillars of food security’
people, at all times, have physical, social, and economic access to [Fosrp vl
. . . . . Food Availability Utilization

S|“|f|:|(_~’|ent1 safe and nutritious food that meets their d|etary needs and food The availability of sufficient quantities of food of | | Utilization of food through adequate diet, clean water,

appropriate  quality, supplied through domestic sanitation and health care to reach a state of nutritional
H H 7 production or imports (including food aid) well-being where all physiological needs are mef. This
preferences for an active and healthy life. brings out the impertance of non-food inputs in food
security.

Food Access Stability
Access by individuals to adequate resources To be food secure, a population, household or
(entitlements) for acquiring appropriate foods for a individual must have access to adequate food at all
nutritious diet. Entitlements are defined as the set of times. They should not risk losing access to food as a
all commodity bundles over which a person can consequence of sudden shocks (e.g. an economic or
establish command given the legal, political, climatic crisis) or cyclical events (e.g. seasonal food
economic and social arrangements of the community insecurity). The concept of stability can therefore
in which they live (including traditional rights such as refer to both the availability and access dimensions of
access to common resources). food security.

Source: Prepared by MAFF

Decline in ability to deliver food in addition to an increase in the number of people who are unable to obtain
sufficient food due to economic reasons

Changes in the relative frequency distribution of households

»  Since the 1990s, the increase in non-regular employment and other by income bracket
factors have contributed to an increase in the number of low-income 20 million yen or more
households. There has been a rise in the percentage of households with 15 - 20 million yen .
income below 2 million yen, as well as an increase in the number of e "

people who are unable to obtain sufficient food due to economic reasons.

9 - 10 million yen

8 - 9 million yen

»  Alongside the impact of the so-called “2024 problem in the logistics 7 - 8 million yen
industry;” there are growing concems of disruption to food distribution. e - -

Moreover, the impact of a reduced domestic market is emerging and P

becoming increasingly serious, particularly in depopulated areas, and 3 - 4 million yen

2 - 3 million yen

there is a growing number of people who have difficulty accessing ,
grocery stores. 1 -2 million yen ‘

Less than 1 million yen

%
0 2 4 6 8 10 12 14 16

Source: Prepared by MAFF based on the Ministry of Heaithi, Labour and 4
Welfare's "Basic Survey on National Living Conditions."



Special Topic  Section2  Changes in the situation after the enactment of the current Basic Act, and challenges for the next 20 years

While food demand is increasing due to global population growth, food production is becoming unstable due to
climate change and frequent abnormal weather conditions

> Global population which was approximately 6 billion in 1999, Outlook for_globaldpoiJ_ulatlon and Annudal a_vet:_ragg t(ilmperature
. _— . . . grain production eviation in Japan
had increased to 801 hillion in 2023 and is predicted t0 be | . .mitionons Slobal population M ilin e —
approximately 9.7 _biIIion_ in 2050._ In response to l_his population 60 - (right axis) pecple 100 N o !
growth, the worldwide grain production is also increasing. .
1 g os
36.4 i
40 - 1.7 1 60 % 00
times b
» Due to the impact of global warming, abnormal weather 21./ 40 § .
conditions such as high temperatures, droughts, and largescale 20 Grain production 2 g
flooding are occurring frequently. Since the beginning of the 2000s, volime 1200 0
localized crop failures have been occurring around the world almost 0 0
on a yearly baS|S Addmona"y1 fne destablllzatlon of global food 1999 2010 2023 2050 #1890 1900 1910 1520 1930 1990 1950 1:0 1970 1980 1980 2000 2010 2020 2030
prOdUCtion, haS Cont”buted tO remaIEd Splkes and CraSheS Of gl’aln Source: Prepared by MAFF based on the United Nations' "World Population Source: Japan Meteorological Agency, "Changes in Japan's Annual Average
. Prospects 2022" and MAFF's "World Food Supply and Demand Temperature Deviation Over Time (1898 - 2023)" (published in
prlceS. Outlook in 2050" (published in September 2019). January 2024).

Note: Global population figures are estimates drawn up by the United Nations. Note: The red line indicates the trend of long-term changes. Base value for
average temperature is the average value from 1991 — 2020.

With the emergence of new major food importing countries, import prices are rising, and there are concerns over
stable imports

Percentage of net import amount for agricultural,

> Economic growth has slowed down significantly in Japan over the forestry and fishery products by country/region
past 30 years under the conditions of a deflationary economy, while ~
emerging economies worldwide, such as China and India, are Lt : y R
. . . . . , .3 billion lapan )
experiencing rapid economic growth. Going forward, Japan’s Rusia | 2% s 26% 29%
economic status is expected to decline even further. ilion s | 4% 2021
5% Total net impor K Totﬁlsrgggni)on
illi orea .
.. . . . . l JS#134.1 billion US$32.1 billion billion
»  There is intensifying competition to procure grains, oilseed and vty U o ™ ye e
agricultural production materials, such as fertilizers, and feed, for M U Ussios QUK USSTESbillon

which Japan depends heavily on imports. It is becoming increasingly w

dlfﬁCUIt to Import me necessary fOOd and angCU“lJral prOdUCtlon Source: Prepared by MAFF based on S&P Global's "Global Trade Atlas"

materials at the desired conditions. Note: Of the 41 target countries/regions that take into account economic scale and data constraints, the net
import amount for countries/regions is aggregated for those with a positive net import amount (amount

of imports - amount of exports). 5



Special Topic  Section2  Changes in the situation after the enactment of the current Basic Act, and challenges for the next 20 years

Problems with the price formation function have surfaced under 30 years of deflationary economic conditions,
where selling at cut-rate prices has become the norm and reluctance to increase food prices across the supply chain
has become an entrenched culture

> Under 30 years of deflationary economic conditions, prices of agricultural products and food have nearly remained flat in Japan. With consumers
demanding low-priced food, competition to sell at cut-rate prices has become the norm, and reluctance to increase food prices across the supply chain has
become an entrenched culture. The inability to raise prices despite an increase in production costs has become an increasingly serious problem, making it
difficult to pass on rapid hikes in the prices of agricultural products and agricultural production materials to product prices, and giving rise to a situation that
could affect business continuity.

»  On the production side, it is not always possible to meet demand, including for rice cultivation, which has a large non-agricultural income and a
predominantly part-time production structure, and is lack of progress in switching to other crops compared to other products.

> Under the prolonged deflationary economic conditions, it has become common for food sales to compete over low prices. As a result, production costs
are not taken into account sufficiently in price formation, giving rise to a situation that makes it difficult to quickly reflect increases in production costs in
selling prices.
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Source: Prepared by MAFF based on economic data from the World Bank Databank.

Notes:

1) GDP deflator is an indicator that shows price trends attributed to domestic factors, and
is calculated by dividing nominal GDP by real GDP.
2) Index set as 100 for 1998.
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Special Topic  Section2  Changes in the situation after the enactment of the current Basic Act, and challenges for the next 20 years

A shrinking domestic market due to population decline and an aging society

>

Japan’s population started to fall after peaking in 2008, and both total and
per capita demands for food are expected to drop in the future due to
population decline and an aging society. Therefore, rapid shrinkage of -the

domestic food market is inevitable.

> The number of single-person households is also expected to increase due
to declining birthrates and an aging society. Demand in households is
expected to shift from fresh food consumed directly or after cooking , to pre-

cooked processed food.

Future estimates of food consumption

120 - Processed
fclod
100
Eating
80 t
60 L Fresh
food
o |

2015 2020 2025 2030 2035 2040

Source: PRIMAFF, "Future Estimates of Japan's Food Consumption (2019 Edition)"
Notes: 1) Index set as 100 for 2015.
2) Fresh food refers to the total consumption of rice, fresh seafood, fresh meat, milk, eggs,
fresh vegetables, and fresh fruit. Processed food refers to food items other than fresh food
and eating out.

An expanding international food market associated with global population growth

»  The intemational food market is expanding alongside global population
growth, and the scale of the food and beverage market in key countries and

»  The Asia region, in particular, is a center for economic growth in the
world. Due to an increase in the number of high-income earners, among
other factors, Japanese food is popular in this region, and demand for

>

regions is predicted to grow by 1.5 times between 2015 and 2030.

Japanese agricultural products and processed food is growing.

From the perspectives of sustainable growth, risk diversification, and
maintaining the agricultural production base, there is a need to promote the
shift to an agricultural and food industry that focuses not only on the

domestic market, but also on the overseas market.

Scale of the food and beverage market in 34 key
countries/regions worldwide

Trillion yen South America
1,500 -~ Europe 1,360 and Oceania
40 4,
240

1,000 |Asia 890 North America

280
30
210
500 220

800
420

2015 2030

Source: PRIMAFF, "Estimated Global Food and Beverage Market Scale" (published in March 2019).
Note: In addition to the 20 countries with the highest GDP in 2015 (excluding Japan), the 34 key
countries/regions also include the top five EU member countries and the top 10 APEC
member countries/regions.
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Special Topic  Section2  Changes in the situation after the enactment of the current Basic Act, and challenges for the next 20 years

There are growing concerns over the adverse impact of agriculture on environment and sustainability. Progress has
been made on introducing policies to mainstream environmentally-friendly sustainable agriculture

> Progress has been made in intemational discussions toward the establishment of a sustainable society and economy; in aspects such as the conservation of the global
environment and eradicating poverty.

»  The mindset that it is important to minimize the adverse impact of food supply on ecosystem services such as maintaining soil fertility and conserving the natural
landscape, becomes interationally prevalent.

> Based on the premise that agriculture has an adverse impact on the environment, as well as aspects that undermine sustainability, it is necessary to mainstream
environmentally-friendly sustainable agriculture by working to reduce greenhouse gas emissions from agriculture and forestry and reduce the burden on the
environment.

»  Japan formulated the MIDORI Strategy for Sustainable Food Systems (hereafter, “MIDORI Strategy”) in 2021, and the Act to Promote Environmental Burden
Reduction Business Activities for the Establishment of Environmentally Harmonized Food Systems (hereafter, “MIDORI Act”) was enacted in 2022. Under this
framework, efforts are ongoing to reduce the environmental burden of agriculture.

Items identified as global environmental risks Global GHG emissions from agriculture and forestry

Agriculture, forestry, and other land use
22%

« Generation of dinitrogen oxide and deterioration of water quality due to
excessive fertilization

+ Use of fossil fuels associated with the production and procurement of
fertilizers

Fertilization (fertilizers)
Agriculture
11%

Pest control (pesticides) + Loss of biodiversity due to the inappropriate use of pesticides
Land use, land use

i hange, and forest
AgrLc_uItur';\r: ting faciliti + Generation of carbon dioxide due to the use of fossil fuels cnange f{]% oreey
gzgc TS BAAEMTe) UETE LI + Soil compaction caused by work using agricultural machinery

GHG emissions from human activities
) Approx. 59.0 billion t-CO,
+ Treatment processes at the disposal stage

. . + Fuel combustion at the manufacturing stage
Plastic materials, etc.

+ Impact of microplastics on marine life, etc. Other, excluding agriculture,
- Disruption to ecosystems due to inappropriate disposal, etc. land use, 'a?d Uste change, and
orestry

+ Generation of methane due to fermentation in the digestive tract of &

ruminants such as cows

Livestock farming + Generation of methane and dinitrogen oxide associated with livestock
waste treatment Source: Prepared by MAFF based on IPCC’s “Climate Change 2022: Mitigation of
+ Water pollution from nitrate nitrogen Climate Change" (published in April 2022).
Notes: 1) Estimated values for 2019
+ Generation of methane from paddy soil, etc. 2) Emissions are shown as carbon dioxide equivalent.

Farming field management + Water pollution and eutrophication due to soil loss, etc.

Source: Prepared by MAFF



Special Topic  Section2  Changes in the situation after the enactment of the current Basic Act, and challenges for the next 20 years

Population decline is a serious issue in the rural areas of Japan, with significant decline and aging of the

agricultural workforce

»  Population decline is a serious issue in the rural areas of Japan, with significant decline and
aging of the agricultural workforce.

»  The number of core persons mainly engaged in farming halved from about 2.4 million in
2000 to about 1.16 million in 2023, and the peak of the age structure are those aged 70 and

Number of core persons mainly engaged in farming,

by age grou
Ten thousand people Y age grotp 58.7 %

above. The group below 60 years old, which is expected to form the core of core persons
mainly engaged in farming in the next 20 years, has remained at about 240,000 people, making

up about 20% of the total.

80 - Percentage of all core persons - 60
mainly engaged in farming
(right axis)
60 Number of core persons
mainly engaged in farming 41 40
The core group of core persons
40 mainly engaged in farming (below 60 20.9
years old) will comprise 238,000 68.3
people (20.4%) in the next 20 years. 4 20
20 |} 38 6.7 9.0
1.01 > ' 24.3
: 10.4
0 4 7.8 0

29 years and 30~39 40~49 50~59 60~69 7O years and
below above

Source: Prepared based on MAFF's “2023 Survey on Movement of Agricultural
Structure.”
Notes: 1) Figures as of February 1, 2023.
2) "Core persons mainly engaged in farming" refer to household members
aged 15 or above who are mainly engaged in self-employed farming as
their regular job.

Technological innovation that contributes to improving productivity such as smart agricultural technologies has
advanced. On the other hand, demonstration projects have revealed challenges such as the adoption cost of smart

agricultural machinery, etc.

»  Technological innovation thet contribute to improving agricultural productivity such as smart agricultural
technologies has advanced. Amid the decline in the agricultural workforce going forward, and in light of the progress
in digital innovation, it is important to further promote smart agriculture in order to maintain the food supply base and
establish a highly productive agriculture industry.

»  Since FY2019, MAFF has been promoating smart agriculture demonstration projects in 217 districts nationwide.
The projects clarified that the number of work hours can be reduced significantly and also verified the effects of
freeing agricultural workers from dangerous and heavy work, as well as from the need of on-site. monitoring,
alongside contributing to realizing the MIDORI strategy by reducing environmental burden. On the other hand, the
projects have also uncovered issuies such as the high costs of adopting smart agricultural machinery, etc. and the
shortage of human resources to operate such eguipment, the fact that smart agricultural technologies do not fully
demonstrate their effects when introduced directly to conventional cultivation methods, and the need to promote the
development of smart agricultural technologies in areas where development is inadeguiate.

Using drones to spray pesticides
Source: Yamaha Motor Co., Ltd.




Special Topic  Section2  Changes in the situation after the enactment of the current Basic Act, and challenges for the next 20 years

Declining power to support agriculture due to shrinking rural population and rural communities

> Rural areas are experiencing population decline and depopulation ahead of urban
areas.

»  There are situations where it becomes difficult to maintain the functions of a rural
community. When the number of households in a rural community falls to nine or
fewer, a significant decline in communal activities, such as the management of
imigation and drainage canals and the preservation of farmland, is sometimes
observed.

»  The decline in rural populations and rural community functions has become an
issue that should be recognized as a risk to food security.

Implementation rate of rural community activities by total
number of households

%
100

80 G

60
N T

40 ——m— Maintenance of agricultural irrigation and
drainage systems
Preservation of traditional festivals,
culture, and arts

g CoNservation of agricultural land

20

Holding of various events
No. of households
1 J

(O
0 5 10 15 20 25 30 35 40

Source: Prepared by MAFF based on PRIMAFF's "Development of Japanese Agriculture and

Rural Structure - Comprehensive Analysis of the 2015 Census of Agriculture™
(published in December 2018).

In depopulated regions, natural decline is expected to progress on a scale that exceeds that of social decline. There
are concerns over the continuity of agricultural production activities that used to be supported by the rural

communities

> Against the backdrop of significant aging populations in depopulated regions,
particularly in hilly and mountainous areas, natural decline is exceeding the scale of
social decline since FY2009. Going forward, natural decline is expected to progress on
a greater scale even if social decline were mitigated to a certain degree through
migration to rural villages and other measures.

> There are concems over the continuity of agricultural production activities that used
to be supported by the rural communities.

> Inparticular, it will become difficult to support the maintenance and management of
peripheral agricultural infrastructure such as irrigation and drainage systems as well as
farm roads, which have been supported by the region until now based on the premise
of a certain number of residents.

Changes in population in depopulated regions, by factor

FY1991 2001 2011 2021
0

Social growth/decline

-10

Natural growth/decline

-20 L
Ten thousand people

Population growth/decline

Source: Prepared by MAFF based on the Ministry of Internal Affairs and
Communications' "Status of Depopulation Measures, FY2021"
(published in March 2023).
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Section3 Toward the review of the Food, Agriculture and Rural Areas Basic Act Food. Agriculiure and Rural Aveas Basic Act

Decision on the New Directions in the Development of Food, Agriculture, and Rural Area Policies

> In reviewing the current Basic Act , the Headquarters on Measures to Secure Stable Supply of Food and Strengthen the Agriculture, Forestry, and Fisheries Industries made a decision on
New Directions in the Development of Food, Agriculture, and Rural Area Policies in June 2023, in particular for matters that require the addition or revision of basic policies. The New
Directions clearly set out a policy direction based on the following three new pillars: (1) establish food security for every citizen during normal times; (2) shift to sustainable agriculture and
food industries that are environmentally friendly; and (3) establish a food supply infrastructure that remains robust and sustainable even under conditions of population decline.

Overview of the New Directions in the Development of Food, Agriculture, and Rural Area Policies

e q o . B stablishing a robust food supply base that remains sustainable even
Establishing food security for every citizen during normal times nnder conditions ot 8 paplation decline

~Establishment of agriculfure that can supply food even amid the rapid decline in the number of
farmers ~
O Establishment of a supply base that maintains production even under conditions of
population decline
O Strengthening the stable supply of food to mitigate import risks * Nurturing and securing management entities, etc. (farmers) who can take over agricultural
In addition to expanding domestic agricultural production for items such as wheat and soybeans, land Ofma“‘_’mm entities that are keaving the agricultural sector amid the rapid dectine in
processed vegetables and vegetables for commercial use, and rice for producing rice flour, as well as mmmn . :
securing production materials such as feed and fertilizers, emphasis is also placed on securing " Strengthening the management base of agricultural corporations, efc. )
imports in a stable manner and effectively utilizing stockpiles. * Participation of fammers as wel as diverse agricultural human resources in conservation
and management of agricultural land in the region based on dialogue within the
community, leading to sustainable production

O Definition of food security
Food security is defined as a state in which every citizen is able to gain access to food easily at all
times, and food security shall be secured from normal times.

O Shifting to an industry that is also targeted at overseas markets

The production base for the agricultural and food industries shall be secured by expanding exports.
Q Improving productivity through smart agriculture, etc.

O Building a food system aimed at realizing fair price formation * Improving productivity through the utilization of smart technology, and securing food
To build a sustainable food system, efforts shall be made to realize fair price formation at each supply ) .
stage from production to processing, distribution, and sale, starting with feasible items. * Nurturing and securing support service businesses for agricultural management entities
through management and technologies, etc.
O  Improving food access so that all citizens can enjoy healthy diets
A supply system shall be established by local food businesses so that those facing “shopping
difficulties” or those who are unable to obtain sufficient food for economic reasons can enjoy
healthy diets.

O Strengthening response to livestock infectious diseases and pests, disaster prevention and
mitigation efc., and protecting intellectual property

~Maintaining rural community functions amid a decline in rural population~

Shift to environmentally-friendly and sustainable agricultural and food O Maintaining rural communities
+ Efforts shall be made to promote migration from cities to rural areas and increase

the related population through the innovation-driven business creation and the
development of information infrastructure,

industries

O Establishment of food systems that are in harmony with the environment

- Mainstreaming sustainable agriculture that engages in efforts to reduce environmental burden, etc. O Sosiniy the Tnttbis of fiial nlaststcting
* Going green across the entire food system including agricultural production, processing, * Even m regions where there are concemns of a declme i rural commumity functions, efforts shall be
distribution, and retail. made to maintain and manage agricultural water irrigation facilities, etc. that are

indispensable to agricultural production.

Source: Prepared by MAFF based on materials from the Headquarters on Measures to Secure Stable Supply of Food and Strengthen the Agriculture, Forestry, and Fisheries Industries. 11



Special Topic  Section3  Toward the review of the Food, Agriculture and Rural Areas Basic Act

Strengthening food security in times of emergency

> Inlight of the growing risk of a significant reduction in food supply due to changes in global food demand and supply, destabilization of production, and other factors,
the legal system that serves as the basis for responding in times of emergency has been reviewed. The Review Committee for Food Security in Times of Emergency
organized the following points as the basic stance, and compiled a report in December 2023: (1) based on independent efforts by farmers and other business operators,
(2) put in place countermeasures at an early stage when food supply shortages have been predicted in order to prevent such shortages from impacting the lives of
citizens and the national economy, and (3) add measures to secure food supply in phases as the situation develops.

> Inresponse, the Government submitted, to the 213th ordinary session of the Diet, a bill on measures for situations of difficulty in food supply, which prescribes
measures such as the establishment of the Headquarters for Measures for Situations of Difficulty in Food Supply, and requests to coordinate shipments or sales,
expansion of imports, or expansion of production in order to secure stable supplies of the food in question. The aim of the hill is to enable response in times of a
significant shortage, or high risk of significant shortage in the supply of food that is important to the dietary habits of the people or to the national economy; including but
not limited to rice, wheat, and soybeans.

New legal framework for strengthening food security in times of emergency

Organizing policies for initiatives to be implemented <Gathering information from Japan and overseas>

during peacetime and contingencies Surveys on food demand and supply in Japan and overseas
Gathering information by Minister of Agriculture, O Capturing information on private-sector (manufacturing and
Forestry and Fisheries distribution) inventories (collecting reports, conducting surveys, etc.)

:>[G0vernment response headquarters]I}ReqUESt for voluntary initiatives by the private sector>

[Peacetime]|

[Emerging signs of food supply difficulties]
O Outreach to consumers

O Events that may lead to a decline in food supply
occur, which may lead to the occurrence of
food supply difficulties.

O There is a significant shortfall, or strong risk of a
shortfall, in the supply of critical food items
(assumed to be rice, wheat, soybeans, etc.), giving
rise to substantive disruptions to the stability of
people's lives or the smooth operation of the national
economy.

[Criteria] * Decline (or risk of decline) of 20% or more of the supply volume
compared to peacetime.
* Occurrence of disruptions to people's lives/national economy
(buying up supplies to hoard, price hikes, etc.)

[Risk of a shortage of basic food needs]
O Particular risk of disruption to people’s lives

[Criteria] * (Risk of) daily calorie intake per person falling below
1.900 keal.

O  Established by the Prime Minister
(Decision based on reports from the Ministerof Agriculture, Forestry
and Fisherics)

O Under the government response headquarters comprising the
Prime Minister and all Cabinet ministers, decisions shall be
made on the impl ion policy for that the
relevant ministries and agencies need to take corresponding
to the severity of the situation.

(Suppress behavior of rushing out to buy supplies, reduce food loss, etc.)
O Adjusting deliveries and sales
(Prevention of holding back sales , planned deliveries such as
supply destination adjustments.)
(O Expansion of imports
@] Expansion of production (when the necessary amount
cannot be secured even with deliveries and imports)

—  Requests

<Declaration by the government
response headquarters> O

O  Review of implementation policy according O
to how the situation progresses

:>[nstructions from the government to secure food supplies>
Adjusting deliveries and sales (planned deliveries, etc.)
Expansion of imports

Expansion of production «y,i. csurine there s no reduction
in the production of other items

Instructions t
Pprepare plans

&

= Preparation and submission of plans by business operators

@ (when supplies cannot be secured even with these measures)

O Instructions to change plans

= Businesss operators change plans and conduct their businesses|
in line with the plans

<Declaration by the government
response headquarters>
QO Review of implementation policy according to
how the situation progresses

:><Produetion and allocation of food with an emphasis on calories>

O Requests/instructions for crop diversion

*Request for production that places the emphasis on calories. Issue instructions to prepare plans
and change plans if it is difficult to make requests.

O Cany outallocation and distribution (Act on Emergency Measures for
Stabilizing Living Conditions of the Public)

Source: Prepared by MNAFF based on materials from the Headquarters on Measures to Secure Stable Supply of Food and Strengthen the Agriculture, Forestry, and Fisheries Industries.

SIIUE)SWINIILI SNOLIAS U UIAI §}sanbaa uo paseq asuodsay

$2.INSEIW IANUIIUI Y3noayy uopdnpoid pue sproduii g0y yroddng J

(
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Special Topic  Section3  Toward the review of the Food, Agriculture and Rural Areas Basic Act

Establishing food security for every citizen

»  With regard to food security, in addition to securing food (stable supply of food) for the country as a whole, the law will also be reorganized to
include ensuring that every citizen is able to gain access to food.

Strengthening the stable supply of food to mitigate import risks

»  Inaddition to increasing domestic agricultural production of wheat and soybeans, processed vegetables and vegetables for commercial use, and
rice for rice flour, etc., as well as securing agricultural production materials such as feed and fertilizers, efforts will also be made to secure stable
imports and effectively utilize reserves.

Positioning the promotion of exports as essential toward maintaining the domestic agricultural production base

»  With the domestic market shrinking due to population decline, promoting exports will be positioned as essential policy toward maintaining the
domestic agricultural production base.

Promoting efforts to ensure smooth food access so that all citizens can lead healthy dietary habits

> With regard to line haul logistics, efforts will be made to promote the use of pallets and modal shifts,

promote the review of business practices toward improving logistical productivity and the
standardization as well as streamlining of logistics, and promote the introduction of mechanisms to
encourage behavioral changes among shipping companies and other entities.

Case of “shopping support”

> With regard to regional logistics within consumption areas, and particularly last-mile logistics in
hilly and mountainous areas, reviews will be conducted in collaboration with the relevant ministries
and agencies on establishing mechanisms to ensure food access in cooperation with local public
organizations, supermarkets, and delivery service operators.

»  Reviews will be conducted in collaboration with the relevant ministries and govemment agencies o .
e e e s . . . ) ) NPO TOMONI provides "shopping support" through mobile
that have jUfISdICtIOﬂ over welfare p0|IC|eS and measures to address loneliness and isolation, etc., with sales, as well as activities to look after the elderly (Shimane
regard to systems to facilitate provision of diverse food resources to food banks and children’s Prefecture)

Source: NPO TOMONI
cafeterias from producers and food businesses, such as the building of logistics systems and -
mechanisms for promoting donations.
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Special Topic  Section3  Toward the review of the Food, Agriculture and Rural Areas Basic Act

Promoting measures toward realizing rational price formation

»  The prices of agricultural products are basically established in response to the demand and supply conditions of the respective items and evaluation of their quality.
On the other hand, while there are increases in costs, such as the cost of agricultural production materials, resulting from various factors such as intense price
competition at the distribution stage, it is difficult to pass on these cost increases appropriately to trading prices.

»  The rate of increase in index numbers of agricultural products is moderate and gradual, in comparison with the rate of increase in index number of price of
agricultural production material. Soaring agricultural production material prices are directly linked to the increase in management costs for producers, etc. If such cost
increases cannot be appropriately passed on to the selling price of the final product, they may weaken the foundations of stable food supply.

»  To realize sustainable food supply, it is necessary to ensure the sustainability not only of production, but of all stages in the food chain including distribution,
processing, and retalil.

»  InJduly 2023, MAFF established the Fair Price Project and carried out publicity activities to deepen understanding and consensus toward realizing sustainable food
supply through rational price formation. In addition, the Council for Fair Price Formation was established in August 2023. Based on the actual situation and issues in
trading, efforts are underway to build systems for promoting fair trade, including making use of the results of statistical surveys, drawing up cost indices in agreement
with the concemed parties, and ensuring price pass-through at every stage.

Price index of agricultural product materials 4 c £ the “visualizati ¢ oroducti )
PP ; ase of the “visualization” of production costs
and price index of agricultural products P
L. . . (Unit: Yen)
125 Price index of agricultural product materials Amount of increase by materials, etc. related to production and shipment
r | ttem (per case) Amount of
120 Fertilizers | Pesticides Shlpp] ng Utility costs |Labor wages| Freight Increase per case
materials
115 + Green pepper|  26.3 9.1 9.7 5.7 38.1 5.0 93.9
110 Iceberg 160.3 28 39.2 2.0 54.0 8.0 266.3
lettuce
105 | Chinese 25.9 8.4 174 17 100 100 734
100 I\ cabbage
N\ \—" Sweet potato 333 7.6 9.3 45 27.1 6.0 87.9
95 |+ Price index of agricultural products Lotus root 53.3 1.9 23.0 75 31.9 6.0 123.6
90 Spring melon 86.8 12.4 20.6 31 52.1 10.0 185.0
Jan-20 Jan-21 Jan-22 Jan-23 Jan Feb The Ibaraki Prefectural Headquarters of the National Federation of Agricultural Co-operative Associations is promoting the
-24 “visualization" of increases in production costs, such as by preparing a trial balance table showing the increase in production costs by
the main items or crop types and explaining it to trading partners, with a view to promoting understanding about price pass-through.
Source: Ibaraki Prefectural Headquarters of the National Federation of Agricultural Co-operative Associations.

Source: MAFF “Index numbers of commodity prices in agriculture” _ N (SSIEVEDES @ff U APE: J

Notes: 1) Figures for each month/year are based on the average price for 2020 as 100.
2) Estimates for 2023 and 2024.
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Special Topic  Section3  Toward the review of the Food, Agriculture and Rural Areas Basic Act

Stipulated the establishment of food systems that are in harmony with the environment in the Act

> Inlight of the importance of reducing the environmental burden at each stage across the food systems, from production to processing, distribution, and
sale, the establishment of food systems that are in harmony with the environment has been stipulated in the Act.

»  Toward reducing environmental burden in the agriculture and food industries, based on the promotion of the actions under the MIDORI Act, MAFF

clarifies the minimum practices for environmental burden reduction and considers ways to avoid creating new environmental burden through the projects
using MAFF's subsidies.

»  Tomake it easier to advance initiatives to reduce environmental burden across the whole of the food systems, efforts will be made in the following three

areas: (1) promote an initiative to visualize producer’s efforts to reduce environmental burden; (2) utilize the J-Credit Scheme to promote decarbonization;
and, (3) collaborate with users, such as food business operators, and foster understanding among consumers.

Minimum practices for environmental burden reduction required in

cross-compllance a I
o o o ° Case of stable organic agricultural production
77 0 -
NPK
. . Odor and pest
Proper fertilization Proper pest control Energy conservation prevention
E.g. - Record and storage of information on » Record and storage of information on + Record and storage of = Proper management of
the status of use of fertilizers the status of use of pesticides information on the status of use livestock waste
+ Fertilization corresponding to crop * Checking of and compliance with of electricity and fuels
growth and soil nutrient level. etc. pesticide labeling. pesticide scattering

° prevention, efc. o °

@ :/ Kurabuchi Kusanokai practices vegetable cultivation that does not rely on

pesticides and chemical fertilizers, and secures sales channels for organic

g i i o s o SHApHI agricultural products through contract cultivation with retailers, contributing to
recycling, R . s '
iy g T ey the settlement of many new farmers (Gunma Prefecture).
- Reduction and proper * Implementation of controls + Compliance with laws required for Source: Kurabuchi Kusanokai
di 1 of plasti t corresponding to the pest farming .
RS oceurrence situation “dmprovement of the working: o J
environment with consideration for

safety in agricultural work

Source: Prepared by MAFF
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Special Topic  Section3  Toward the review of the Food, Agriculture and Rural Areas Basic Act

Securing agricultural land, and promoting its appropriate and effective use

> Inaddition to steadily promoting the consolidation of agricultural land for recipients of maps that clarify the future state of agriculture and the future use of farmlands
(target maps), based on the “Promotion Plan for Improvement of Agricultural Management Foundation in Area (PAA)” including target maps, it is also necessary for the
government to take responsibility for securing agricultural land, which serves as the base for food production, and to ensure its appropriate and efficient use, in order to

strengthen food security in Japan.

»  The government submitted, to the 21.3th ordinary session of the Diet, a bill to partially amend the Act on Establishment of Agricultural Promotion Regions to secure,
and ensure the effective use of, agricultural land for the stable supply of food. This bill includes the following contents: (1) strengthening of measures to achieve the target
area of agricultural land that should be secured by the national and prefectural governments; (2) strengthening of measures to address the illegal conversion of agricultural
land; and, (3) measures to establish certification systems for plans to develop management in cooperation with food business operators, etc. and other entities that are

qualified to own cropland.
Overview of the bill to partially amend the Act on Establishment of Agricultural Promotion
Regions to secure, and ensure the effective use of, agricultural land for the stable supply of food
Securing agricultural land that is the base for || : : : )
&, 95T . Promoting the proper and efficient use of agricultural land
agricultural production 8 )
O Establishing measures to secure the proper and efficient use of
agricultural land
O Es tablishing measures to secure — Ad-dmon _of compliance wn.th. agqculmre-rel:?ted laws as an example of the
. permit requirements for acquiring rights to agricultural land. etc.
agricultural la‘_‘d _ O Strengthening the management base for entities that are qualified to
—  Strengthening measures to achieve target areas own agricultural land, which serve to accommodate people and agricultural
for prefectures, etc. land
. - —  Increasing flexibility in investment through collaboration with food
O Tightening procedures related to the businesses. etc., upon taking measures to dispel concerns ()

conversion of agricultural land *Reviews by the national government. restrictions on agricultural land conversion. restrictions
on types of stock. and purchase of agricultural land by the government where necessary.

—  Establishing systems for regular reporting on : . T
. 4 : <Illustration of investment ratios when measures to strengthen
agricultural land conversion permit, etc. management base are applied>

Exceeding 1/2
A

Farmer I fo Husntas Other

operators, etc.

7

T

0.
Exceeding 1/3 50%

*A corporation qualified to own cropland must have farmers who hold more than 50% of the total
voting rights.
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Special Topic  Section3  Toward the review of the Food, Agriculture and Rural Areas Basic Act

Promoting the shift to highly productive agriculture through the adoption of smart agricultural technologies

> Thehill on promoting the utilization of smart agricultural technologies to improve agricultural productivity was submitted to the 213th ordinary session of
the Diet. This bill sets out measures aimed at improving agricultural productivity, including the establishment of a certification system for plans to utilize smart
agricultural technologies and at the same time introduce new production systems for agricultural products, as well as plans to develop smart agricultural
technologies and promote the outcomes of the development, and special provisions for govemment-backed loans to those that have received such certification.

»  To maximize the effects of adopting smart agricultural technologies, efforts will be made to promote the transition to production, distribution and sales
methods that are suitable for smart agricultural technologies, such as the review of cultivation systems. This will be undertaken at the sites of production in
collaboration with agricultural support service businesses and other entities that utilize smart agricultural technologies.

> Upon the clarification of key development goals leading up to implementation, the government will take the lead in promoting research and development by
strengthening industry-academia-govermment collaboration through, for example the provision of the National Agriculture and Food Research Organization's
(NARO) facilities to business entities such as start-ups that are engaged in research and development in line with such development goals.

Legal framework for promoting the utilization of smart
agricultural technologies

National government (formulation and announcement of basic policy)
R&D and commercialization of smart agricultural technologies, etc., significance and goals of e
promoting changes in production, distribution, and sales methods, etc.

TApply lCcrtify

(1) Review of production, distribution, and sales
for the utilization of smart agricultural technologies and
adaptation to them (Production Method Innovation
Implementation Plan (provisional))

[Initiatives]
+ Utilization of smart agricultural technologies
+Review of production, distribution and sales methods
[Implementing entities]
+ Farmers, food businesses operators, agricultural support
service business entities (farmers essential)
[Support measures]
* Long-term low-interest government-backed loans
* Investment promotion tax system (corporation tax,
income tax), etc.

Source: Prepared by MAFF

TApply lCcrtify

(2) R&D and commercialization of smart
agricultural technologies (Development and
Supply Implementation Plan (provisional))

[Initiatives]
+ R&D and commercialization of smart agricultural
technologies, etc.

[Implementing entities]
+ Those who intend to conduct R&D, ete.

[Support measures]
+ Supply of FARO’s facilities, etc.
+ Long-term low-interest government-backed loans
+ Reduction of registration and license tax, etc.

Case of automatic harvesting robot
N T >

inaho inc. is developing automatic harvesting robots for asparagus that are tailored to
standardized farming fields that have expanded paths, and promotes the entry of
young farmers (Kanagawa Prefecture).

Source: inaho inc.
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Special Topic  Section3  Toward the review of the Food, Agriculture and Rural Areas Basic Act

Promoting initiatives to preserve rural areas and secure the functions of their infrastructure, in order to maintain
the functions of rural communities

»  Toincrease the pool of human resources involved in rural communities, efforts will be made to
promote the creation of businesses through innovation from rural areas that make use of regional - ~
resources such as sixth industrialization and countryside stays.

Case of initiatives to resolve local issues

> Inhilly and mountainous areas, in addition to promoting the development of rural RMOs, support
will be provided for corporate activities aimed at contributing to society and expanding businesses in
order to revitalize rice terraces and create vitality in the regions. Efforts will also be made to promote
the development of complementary partnerships between corporations and regions.

> Support will be provided for community-wide discussions and detailed efforts to address

extensive use of agricultural land, and to develop infrastructure and facilities, etc., in order to preserve YAMAGATA DESIGN Co., Ltd. implements urban
- ItU I I d - h" d ta S Stal abl I d H I t " I development projects through industry-academia-
ag”CU ral land inni yan mountaiNous areas. Su nanle land use In rural communrues Wil also government collaboration, such as securing and development
of agricultural human resources, tourism, etc. (Yamagata
be promated' Prefecture)
Source: YAMAGATA DESIGN Co., Ltd.

»  With regard to revitalizing rural areas, in addition to efforts to maintain local communities, details

on measures to mitigate wildlife damage, agriculture and welfare collaboration, etc. will also be
clarified.

Promoting the fulfiliment of multifunctional roles through joint activities that involve the entire community

»  The agricultural industry and rural communities have multifunctional roles such as preservation of national land, conservation of water resources, and
formation of good landscapes. To ensure the appropriate and full performance of these functions, it is important to continue with agricultural production
activities and to conserve local resources through joint activities.

> Efforts will be made to realize a Japanese agricultural direct payment system, in order to establish a sustainable and robust food supply base while
taking into account the population decline in the agricultural sector and rural communities.

18



Special Topic  Section3  Toward the review of the Food, Agriculture and Rural Areas Basic Act

session of the Diet

Submission of the bill to partially amend the Food, Agriculture and Rural Areas Basic Act to the 213th ordinary

> Abill to partially amend the Food, Agriculture and Rural Areas Basic Act was submitted to the 213th ordinary session of the Diet.

>

In response to recent fluctuations in global food supply and demand, the progression of global warming, population decline in Japan, and other

changes in the circumstances surrounding food, agriculture, and rural areas, the Basic Act will be amended to establish related fundamental measures,
alongside the review of its basic principles. This is aimed at ensuring food security, establishing food systems that are in harmony with the environment,
improving productivity for the sustainable development of agriculture, and preserving rural areas.

Overview of the bill to partially amend the Food, Agriculture and Rural Areas Basic Act

Ensuring food security

(1) The basic principles are:

@ Prescribe "ensuring food security,” which is defined as "a state in which quality food is
supplied at rational prices and in a stable manner, and every citizen is able to gain access to
it

@Prescribe that, in light of the importance of securing the foundation for agricultural production
in providing stable supplies of food to the citizens, efforts must be made to maintain the food
supply capacity through the development of the agricultural and food industries by promoting
exports overseas as well as supplying food domestically.

(®Regarding the formation of rational food prices, stipulate that farmers, food business operators,
consumers, and other stakeholders in the food system must consider the reasonable costs
necessary for the sustainable supply of food, ensuring that supply and demand conditions and
quality evaluations are appropriately reflected in prices to realize the sustainable supply of food.

(2) The basic measures are:
®Ensure that food can be obtained smoothly (food access) (such as by securing the means of
transportation) and ensure the stable import of agricultural products and agricultural
materials (such as by diversifying the import partner countries and promoting investment).

@@ Promote the export of agricultural products that contributes to improving profitability (such
as by nurturing export-oriented production regions, promoting efforts by organizations of
entities involved in the stages from production to sale (Authorized Export Promotion
Organization), supporting the development of demand in export partner countries, etc.)

® Prescribe the promotion of understanding among stakeholders in the food system so as to
consider expenses in price formation, the promotion of efforts to clarify expenses, etc.

(1) Under the new basic principles, with regard to food systems, in light of the fact that every stage of food
supply has aspects that places burden on the environment, stipulate efforts to reduce such burden and to
achieve harmony with the environment.

(2) Prescribe the following basic measure: the promotion of efforts to reduce burden on the environment
in agricultural production activities and the business activities of food industries.

Sustainable development of agriculture

(1) Under the basic principles, add the obligation to realize the sustainable development of agriculture
through efforts to improve productivity and increase added value.

(2) Prescribe basic measures such as the following: secure agricultural land by diverse farmers beyond
efficient and stable agricultural management, strengthen the management base of agricultural
corporations, consolidate and appropriately use farmland, preserve the agricultural production
base, improve productivity by using advanced technology (smart technology), enhance the added
value of agricultural products (such as by protecting and utilizing intellectual property), promote the
activities of businesses that support agricultural management (service providers), prevent the outbreak
of infectious diseases in livestock and the outbreak of harmful plants and animals, and mitigate the
impact of price fluctuations in agricultural production materials.

Development of rural areas

(1) Under the basic principles, add the obligation to develop rural areas so as to maintain local communities.

(2) Prescribe basic measures such as the following: promote joint activities that contribute to the preservation of
agricultural land, promote business activities that utilize local resources, promote business activities that
provide opportunities to stay in rural communities (countryside stays), develop an environment for agricultural
activities by persons with disabilities, etc. (agriculture and welfare collaboration), and measures to mitigate

wildlife damage.

Source: Prepared by MAFF

19






