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  Overview of Japanese climate policy and its 
recent trends and exploring how the border 
adjustment (BA) has been dealt in Japanese 
climate policy 

  Analyzing stakeholders’ perception of BA 
based on the interview with business sector 
and civil society. 
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Japan’s emission trends(1) 



4 

Japan’s emission by sector 
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Japan’s Kyoto Target 

  Japan’s Kyoto target:  
     6% reduction from base year (1990) level 
  Actual GHG emissions in 2000:  
     About 8% above base year level 
  Estimated emissions in 2010: 
     About 6% above base year level 
  Japan needs to cut about 12-14% from its current 

level of emission by 2008-2012 to reach its Kyoto 
target (although financial crisis since last September 
has been leading to a considerable decline of 
emissions). 
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History of Japanese policy 

Dec. 1997   (COP3)  Adoption of the Kyoto Protocol 
Jun. 1998  Guideline of Measures to Prevent Global 

Warming decided 
Oct. 1998  Law concerning the Promotion of the Measures 

to Cope with Global Warming adopted 
March 2002  1998 Guideline revised 
May 2002  1998 Law amended 
Jun. 2002  Ratification of the Protocol 
Feb. 2005     Entry into force of the Kyoto Protocol 
Apr. 2005  Cabinet decided on the Kyoto Protocol Target 

Achievement Plan (KPTAP) 
Jun. 2006  1998 Law amended 
Apr. 2008     KPTAP amended  
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Features of Japanese policy (1) 

  Most measures are on a voluntary basis, 
including the Keidanren voluntary action plan, 
core part of mitigation measures in the 
industrial sector. 
  The Law concerning the promotion of the 

measures to cope with global warming, 1998, 
provides a legal basis for mitigation measures. 

  The 1998 Law declares duty to tackle climate 
change of government, local authorities, 
companies and citizens, but it does not provide for 
any specific mandatory measures except 
obligation of large emitters to report their emission 
data. 
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Features of Japanese policy (2) 

  Very rare, if not the only, mandatory measure is 
measures for companies, energy used products, 
buildings and transporters to improve energy 
efficiency under the Law regarding the rationalization 
of energy use (the 1979 Energy Conservation Law), 
of which the “top runner regulations” is well known. 

  No carbon tax or eco tax has been introduced so far. 
  Domestic emissions trading scheme (JETS) was 

introduced on a pilot basis in October 2008. 
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Change in the process (1) 
  Traditional decision-making in the field of 

climate change had been made mainly by the 
METI and the Ministry of Environment (MOE). 

  When the ministries could not reach an 
agreement or could not make a decision, the 
Prime Minister or Prime Minister’s Office 
suggested a compromise or made a final 
decision. (ex. Bonn agreement on July 2001 
before Marrakesh Accords). 
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Change in the process(2) 
  The process has started to change in 2007 for the 

reason of: 
  Toyako Summit in July 2008 made the climate change issue 

discussed and decided at a higher level of decision-making. 
  Increasing interest of the public because of, for instance, 

IPCC AR4. 
  Backed by the above reasons, the position of the MOE has 

been supported by the public and political leaders. 
  Today’s decision-making has been made at the side 

of the Prime Minister’s Office, apart from the MOE 
and the METI, which has made more drastic Japan’s 
decision possible. 
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Developments of climate policy 
  “Cool Earth 50” announced by the former Prime 

Minster ABE in May 2007 
  “At least 50% reduction of global emissions by 2050” as 

global target, endorsed by G8 in Toyako Summit. 
  “Fukuda Vision” declared by the former Prime 

Minister FUKUDA in June 2008 
  60-80% below current levels by 2050 as Japan’s target. 
  Trial of domestic emissions trading scheme 
  Mid-term target for Japan will be announced in 2009. 

  Current ASO administration has been following 
climate policies directed by the two former 
administrations. 
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BA in Japanese climate policy (1) 
  Discussions on BA have appeared, which has 

always linked with the deliberation of carbon 
tax/ eco tax and domestic emissions trading 
scheme. 
  Repeatedly by the Central Council of the 

Environment (MOE). 
  Very occasionally, the METI, the Ministry of 

Transport (currently reorganized as the Ministry of 
Land, Infrastructure, Transport and Tourism 
(MLIT)), and Research Committee on Taxation 
System of Government discussed the theme, but 
their deliberation has not been substantial. 
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BA in Japanese climate policy (2) 
  The Central Council of the Environment has 

discussed on international competitiveness 
concern and possibility of introducing BA 
during the deliberation of carbon tax and 
emissions trading. 

  Typical discussion occurred in its 
Subcommittee on the General Planning of 
Policies and Measures in 2004 and 2005, 
which aims at preparing measures to 
implement the Kyoto target. 
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Impact on competitiveness (1) 
  The Subcommittee report indicates: 

  Increase in energy cost might cause a serious 
concern for international competitiveness vis-à-vis 
competitors of Japanese industries, most of which 
are not KP target takers.   

  The hollowing out of Japanese industry resulting 
from the relocation to other countries and closure 
of installations might occur. 
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Top 5 Emitters in Steel and 
Cement Sectors (2000) 

Steel MtC02 Cement MtCO2 

1 China 290 China 500 

2 Russia 91 USA 104 

3 Japan 88 India 78 

4 USA 75 Japan 70 

5 India 59 South Korea 42 

Source: CCAP (2006)
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Impact on competitiveness (2) 
  The report of the Subcommittee also indicates: 

  Energy cost (carbon cost) is one of the factors having Impact 
on international competitiveness. 

  Increase in energy cost due to carbon tax should not be considered as 
the single determinant factor. Other factors such as exchange rate, 
labor cost and infrastructure may also matter. 

  Average impact due to increase in energy cost might be 
relatively small. 

  The ratio of energy cost vis-à-vis production amount is 2.1% on the 
average. 
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Impact on competitiveness (3) 
  The report suggests that some energy 

intensive industries might considerably be 
affected by increase in energy cost. 
  In case of increase in energy cost due to carbon 

tax (3.400 Japanese yen/t-C≒30Euro), industrial 
sectors which might be affected are steel, 
ceramics, pulp and paper and oil products/ coal 
products. 

  The ratio of exports vis-à-vis production amount in 
some sectors is relatively small (ex. pulp and 
paper, chemical) and therefore impact may be 
relatively small. 



18 Soure: MOE, Japan (2004)
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BA in the discussion 
  The Subcommittee recognizes the necessity 

to respond to competitiveness concern.  BA is 
one of the options. 

  However, the report identifies 3 barriers. 
  Possible incompatibility with WTO rules. 
  Technical feasibility to apply BA to the products 

concerned (collecting necessary information, 
verification etc.), especially, in case where supply 
chain is complex.  Diversity in production method 
and energy structure will add difficulty. 

  BA might reduce mitigation effect of carbon tax, if 
carbon tax on exports are exempted. 
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BA in the JETS 
  JETS introduced in 2008 is composed of 2 parts. 

  Voluntary cap and trade system 
  National CDM 

  Projects assisting small companies in reducing emission by 
support from large emitting companies. 

  “Voluntary” scheme from 2 points of view. 
  Participation is voluntary. 
  Participants may decide the form of their target, even 

absolute or relative, and its level, voluntarily. 
  Although BA was considered, JETS does not include 

any measures to cope with international 
competitiveness concern.  
  As the scheme is on a voluntary basis, it might not cause 

serious concern. 
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Perception of stakeholders 
  Purpose 

  Investigate perception of Japanese main 
stakeholders regarding (1) carbon leakage that 
may occur and (2) BA to avoid carbon leakage. 

  Method 
  Interview with stakeholders, very active in the field 

of climate change, especially from business sector 
and civil society (December 2008).  The 
interviewees are not many but cover main players 
influencing Japan’s decision-making. 

  Seek to pose similar questions to another 
interview survey conducted in the U.S. for possible 
comparison. 



22 

Perception on JETS 
  Nearly all the interviewees answered that 

current JETS would be a failure: not effective 
to reduce emissions and not much trading 
would occur. 

  Feel uncertain as to how the scheme would 
evolve after the pilot phase. 

  Some support national CDM as a tool for 
supporting small companies’ mitigation 
efforts. 
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Perception on leakage(1) 
  Some are not sure whether carbon leakage 

could actually occurs at a serious level. 
  No leakage for the electric power sector. 
  Aluminum is not produced. 

  While some sectors such as steel and cement 
might be affected, many stress the need for 
more research on the level of leakage which 
might occur. 
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Perception on leakage(2) 
  One questions the definition of carbon leakage and 

emphasized that consequence are different 
according to types of carbon leakage. 
  Relocation of installations outside Japan. 
  Companies lose their market being taken over by companies 

in emerging economies. 
  Companies cannot simply put the carbon cost on their 

products in order not to lose competitiveness. This means 
detectable carbon leakage does not occur at this stage.  
However, as carbon cost is covered by companies’ profits, 
this situation would weaken their financial capacity in the 
long run and would eventually lose competitiveness.  THAT 
IS JAPANESE INDUSTRY’S CONCERN. 
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Perception on leakage (3) 
  Some note that price of product consists of 

many elements and the price of carbon was 
only one of them. 

  Also noted that distinctiveness of the products 
would keep their international 
competitiveness. 
  Japanese steel manufacturing companies could 

maintain their competitiveness even if their 
products become more expensive, as long as the 
quality of the products continues to be distinct. 

  Some suggested that it is the current situation of 
Japanese steel industry. 



26 

Perception on BA(1) 
  All do not see any substantial discussion on 

BA underway in Japan. 
  Without mandatory targets on companies, no 

point in discussing on BA. 
  Almost all express a negative view on BA. 
  While recognizing the concern of some 

sectors that might lose competitiveness, such 
concern should be alleviated by means other 
than BA. 
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Perception on BA(2) 
  Reasons for negative view include: 

  Possible conflict with WTO rules. 
  Monitoring and calculating emissions from production 

process in other countries are technically very difficult. 
  Defining criteria of “countries not doing comparable 

efforts” is also difficult. 
  That might be judged as “arbitrary or unjustifiable 

discrimination” under the WTO. 
  Possible adverse effects on Japanese industries 

and economy 
  Japan is a country that depends on imported goods from 

countries which would require their companies to take no 
or less stringent reduction measures.   The BA against 
such countries might eventually affect Japanese 
industries and economy. 
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Perception on BA (3) 
  Most of interviewees believe that both 

EU and US would be unlikely to take 
BA. 

  Also believe that Japan would be 
reluctant to implement BA even if either 
EU or US introduces BA, with fear of 
protectionism. 
  Some remember experience of trade 

conflicts with US in 1980’s. 
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Perception on other ways to 
avoid leakage 
  Many consider that the best way should be to dealt 

with in multilateral agreement(s).  For that reason, 
post-2012 climate regime should ensure mitigation 
efforts by major emitting countries. 

  Only if multilateral agreement would not be reached, 
additional measures could be introduced unilaterally. 

  Such perception is reflected on Japan’s argument in 
favor of “sectoral approach” in international 
negotiation. 

  Suggested other measures: labelling and energy 
efficiency benchmarking, and reducing tariffs for 
products that are less carbon-emitting. 
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Perception on possible BA by 
US and EU 
  If EU or US take BA measures, many expect Japan 

to condemn them as protectionists. 
  Japan would not be particularly interested in BA 

unless Japan were targeted. Clearly prefers a 
multilateral solution, not unilateral one. 

  One explains that it comes from fundamental 
difference between Japan and other developed 
countries.  Japanese industry still consists of various 
manufacturing sectors depending on imports and 
exports. 
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Forum for BA being discussed 
  Many consider the WTO as appropriate 

forum to deal with the issue.  The 
UNFCCC is not the place to discuss 
issues related to international 
competitiveness. 
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Conclusion(1) 
  Substantial discussion on BA has NOT 

occurred so far. 
  Main reason should be that most of mitigation 

measures in the industrial sector are still on a 
voluntary basis. 

  No carbon tax introduced. 
  JETS is still voluntary scheme. 

  Industries might have a discretion to limit their 
efforts to the level that could not cause 
competitiveness concern.  

  Ambitious mid-term target might activate the 
debate on the issue. 
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Conclusion(2) 
  Necessary to do more research on the 

level of carbon leakage that might 
occur. 
  A preliminary study suggests that the level 

of carbon leakage should be quite different 
on a sector-by-sector basis for Japanese 
industries. 

  Steel and ceramics might be most affected. 
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Conclusion (3) 
  Japanese stakeholders have a negative view 

on BA because of 
  Possible conflict with the WTO rules. 
  Possible adverse effects on Japanese industries/

economy, as Japanese manufacturing depends on 
trade involving export of products processed from 
imported materials. 

  General caution about protectionist measures. 
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Conclusion (4) 
  Concern about carbon leakage by Japanese 

industries has been provoked by their 
conception that their main competitors have 
not been required to reduce emissions, while 
they are, and that the Kyoto Protocol is not 
fair to Japan and to them. 

  Frustration has been directed first towards 
architecture of international regime itself, 
rather than towards specific developing 
countries. 
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Conclusion (5) 
  They clearly prefer a multilateral approach rather than 

unilateral BA measures. 
  Such preference and its background could explain 

Japan’s argument of “commitment by major emitting 
developing countries” and “sectoral approach” in the 
negotiation. 

  Once ambitious mitigation target beyond 2012 
adopted and industries required to do more actions, 
carbon leakage issue would be the issues of which 
the debate might occur.  More work clearly needed 
about possible measures to deal with leakage in 
collaboration with counterparts, especially, EU and 
US. 
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Thank you for your attention! 
Your comments and inputs are very much welcome. 

Yukari TAKAMURA 
e-mail：yukarit@law.ryukoku.ac.jp 

and 
Yasuko KAMEYAMA 

e-mail : ykame@nies.go.jp 


