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Chapter 3: Food and Agricultural Products

U n Ited States subject to a markup and to chemical testing, which U.S. industry has stated could deter some

International Trade Commission trade

Box 3.4: U.S. Rice and Market Access to Japan: Documented vs. Undocumented Commitments

The ultimate net impact of the TPP Agreement on the U.S. rice industry depends on actual access
achieved in the Japanese market. A number of expected Japanese commitments, as understood by U.S.
rice industry representatives, are not documented in the official TPP Agreement text or corresponding
side letter. These include Japan reserving a majority of the new medium-grain rice access under the
WTO TRQ for the United States and lowering the markup rate for the U.S. TRQ (see table in this box).
Additionally, there is uncertainty as to the fill rate of the U.S. TRQ guaranteedby the Japanese
government under TPP. Industry representatives are concerned that, unlike the WTO TRQ, Japan may
regard the U.S. TRQ merely as providing Japan with an option to fully fill it or not.” There is also the
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I ra n S- Pa C I fl c Pa rtn e rs h I p generally held assumption that exports under the U.S. TRQ would be new access over and above current

levels of U.S. exports. Industry representatives are also concerned that, although the side letter included

commitments to improve it, the SBS (simultaneous buy-sell) system could still deter shipments. The
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U.S. Rice: Japan s Commitments
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on the U.S. Economy and " '
- . n'uaér{w Up to 70,000 mt annually
on Specific Industry v

SBS System Administration Changes to some functions

Sectors
Quantity 60,000 mt specifically allocated for 80 percent (48,000 mt) guaranteed to
imports of medium grain rice used  the United States
for processing
Sources R, TPP full text, Annex 2 D; .S.-Japan Letter Exchange on Operation of SBS Mechanism (accessed February 19,
2016) Rice Federation, written submission to uszﬁ February 16, 2016.
ion modeling assumed a maximum fill of the documented market access gains (e.g. 70,000 mt)
e TPP on top of current export levels for Japan which while having a positive effect, did not
interact a slight negative impact on the overall U.S. rice industry.” However, if Japan provides
cumented and undocumented commitments, U.S. rice exports could gain 118,000 mt ohew
and TPP would likely result in a slight positive impact on the overall U.S. rice industry. On the
and, if none of these additional commitments are met and the U.S. TRQ under TPP fill rate is only
cent (e.g. 7,000 mt) as it was in 2015, then TPP would have an even more negative impact on the
May 2016 ice industry. Exports and output could decline even further under any of these scenariosif the
R R d States does not maintain its current market access levels. Industry representatives can envision a
Publication Number: 4607 ion where, if TP were enacted, they may initially receive both documented and undocumented
InVeStigatiOn Number: TPA 105-001 ss levels, but that over time access may be limited to only what is documentd or below, due in part
increasingly less functional SBS system.® However, it is impossible to predict which of these
jarios will actually come to fruition.

® Industry representatives, interview by USITC staff, February 24, 2016.
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U.S. Rice: Japan’s Commitments

Commitments Documented Undocumented

TPP: U.S. TRQ
Quantity Up to 70,000 mt annually

Markup Drops 15% a year—for up to two Set at ¥22/kg (5196/mt)
yvears—if U.S. TRQ does not fill

SBS System Administration Changes to some functions
WTO TRQ:
Quantity 60,000 mt specifically allocated for 80 percent (48,000 mt) guaranteed to

imports of medium-grain rice used  the United States
for processing

Sources: USTR, TPP full text, Annex 2-D; .S.-Japan Letter Exchange on Operation of SBS Mechanism (accessed February 19,
2016); USA Rice Federation, written submission to USITC, February 16, 2016.
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