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Largest Japanese Meat Wholesaler Caught in Beef Scandal

On August 9, Nippon Megt Packers, Japan's largest meat wholesaer, admitted to midabeling imported
beef as domestic beef and sdlling it to an industry association under the government-funded beef
buyback program. Nippon Mest Packersisthe largest meat wholesaler and distributor of ham,
sausages, fresh and frozen beef, and poultry productsin Jgpan with annua saes of nearly 1 trillion yen
($8.7 billion). The company commands about 23% of the ham and sausage market and leads Japan's
beef market with a share of more than 10%. The company is aso amgor importer of meat and poultry
including large volumes of beef and pork from the United States.

According to the press, Nippon Mest Packers had sold large amounts of midabeled beef to the
industry association responsible for purchasing buy-back mesat. Later, Nippon Meat Packers
recovered a least 1.3 mt of the meet and incinerated it without the permission of the Minigtry of
Agriculture, Forestry and Fisheries (MAFF). The midabeling was discovered by MAFF during a
100% ingpection of buy-out beef that was implemented following a smilar scandd by Snow Brand
Foods earlier this year (reported in JA2008). (Note: The beef buyout program was developed to help
purchase mest from untested cattle after the first case of BSE was discovered in Japan. Under the
program, nearly 30 hillion yen ($240 million) was spent to segregate, store, and eventudly incinerate
about 12,000 mt of mest that was produced before the national BSE screening program was
implemented on October 18, 2001. End Note).

Severd Japanese retail chains, which have been suffering from along series of food safety issues over
the last year, reacted immediately by pulling amost al Nippon Meat Packer products, including pork
and poultry products, from its shelves. Currently, 3 mgor supermarket chains, accounting for 1250
stores, 2 mgjor convenience store chains with over 9,000 stores, and 2 mgjor department store chains
have announced that they will no longer sell Nippon Meat Packers products.  Many other Sores are
expected to quickly follow suit. To date, other products produced by Nippon Meat Packers, but not
carrying its labd, including imported products, are fill believed to be available in the stores.

Despite the scanda, meat consumption in the short term is not expected to change sgnificantly and
other Japanese companies are expected to quickly increase production to fill the gap left by Nippon
Meat Packers. Nippon Meat Packers will probably try to keep itsimport and private labd business
separated from the scandd which may help maintain its purchases of some imported products. The
impact on U.S. companies currently deding with Nippon Meet Packers will be watched carefully.

UNCLASSFIED Foreign Agricultural ServicelUSDA



