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Report Highlights:

ALIC has announced that for the first time in 14 years the “Milk for Further Processing Stabilization
Program” (the so-called Narashi program) was triggered and thereafter subsidized eligible milk traded in
Japanese Fiscal Year 2020 (April — March) in the amount of $0.007 per kg.

THIS REPORT CONTAINS ASSESSMENTS OF COMMODITY AND TRADE ISSUES MADE BY USDA STAFF
AND NOT NECESSARILY STATEMENTS OF OFFICIAL U.S. GOVERNMENT POLICY




General Information

On July 30, Agriculture and Livestock Industries Corporation (ALIC), the state-trading enterprise,
announced that the Milk for Further Processing Stabilization Program, also known

as Narashi program, was triggered and thereafter subsidized eligible milk traded in Japanese Fiscal Year
2020 (April — March) in the amount of $0.007 per kg (Table 1). The program activated for the first time
in 14 years. The targeted volume totals 3,233,000 MT and the payment will be made in September
2021. Ministry of Agriculture, Forestry and Fisheries (MAFF) explained that the price of milk for
further processing tends to be lower than the price of milk for fresh products such as drinking

milk. When the COVID-19 outbreak caused schools and restaurants to close, demand for fresh

milk dropped. To protect fresh milk prices and avoid wasting milk, excess supply was diverted to
processed dairy products having longer shelf lives, such as butter, non-fat dry milk (NFDM), and
cheese. As a result, the price of milk used for processed products dropped dramatically in 2020,

which triggered the Milk for Further Processing Stabilization subsidies.

As a safety net program for milk producers, program payments are issued when the price of raw milk
intended for further processing falls below a standard price of compensation. Payments are made from a
joint fund to which the Government of Japan contributes 75 percent and participating producers
contribute 25 percent. When activated, the program pays producers 80 percent of the gap between the
actual market price and the standard price of compensation. Table 1 shows the prices in JFY2020. For
more information on the program, see JA2021-0102. (Note well: GAIN report JA2021-0102 has an
error. “Each dairy product (butter, nonfat dry milk, and cheese) has its own standard price” should

read “Each dairy product (butter, nonfat dry milk and butter) had its own standard price until March
2017. After reforming the program to unite all standard prices, a single price applies to milk for further
processing from April 2017. ”

Table 1: Prices for the “Milk for Further Processing Stabilization Program” in JYF2020
Unit: yen/kg, $1 = 109 yen

A standard price of compensation 83.80 ($0.7688)
National average market price 82.86 ($0.7602)
The price gap 0.94 ($ 0.009)
Payment 0.75 ($ 0.007)
Source: ALIC
Attachments:

No Attachments.
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