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Projected impact of climate change in Japan - Food

Climate change will impact our daily lives. It has already changed the yield of food

production, and will change the distribution of suitable land for cultivation and fishing
Projected changes

Observed changes
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Projected impact of climate change in Japan — Tidal wave

Climate change may change Japan’s landscape. Bay areas may sink under water.
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What is emissions trading?

Emissions trading is one of the most effective ways of reducing GHG emissions.
It was introduced by the Kyoto Protocol as one of market-based mechanisms to
achieve Kyoto targets.

History of international discussions & commitments )
The three Kyoto mechanismes:

92 97 01 08 "2 1. Emissions Trading
— .5, """ H = 7;&: 'C' EE! B a———— 2. Clean Development Mechanism (CDM)

g ﬁ jg b gg L 2 3. Joint Implementation (JI)
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ﬁ ; g; 2 m; f E The Kyoto mechanisms:

% iR Ht?;] 5,' g,};ra _; _},_ v' Stimulate sustainable development through

g £ G %»_3 k f 1 0 technology transfer and investment

R P ES A v' Help countries with Kyoto commitments to meet
g b ; }[. their targets by reducing emissions or removing
g & carbon from the atmosphere in other countries in a
4 __ 2 cost-effective way

m MR v' Encourage the private sector and developing

countries to contribute to emission reduction efforts

Emissions trading is an approach to reduce emissions
by providing economic incentives for achieving emissions reductions
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The purpose of emissions trading system

The introduction of emissions trading system has been discussed in Japan for very
good reasons listed below.
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Benefits of emissions trading system (1)

Emissions trading is more efficient and effective than simple regulation and
voluntary commitment.
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Benefits of emissions trading system (2)

Emissions trading makes it possible to reduce emissions from sectors that can
reduce emissions at lower cost.
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Carbon tax vs. emissions trading

IGES

Institute for
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Both approaches are market-based, but they function differently. Emissions trading
has an advantage over carbon tax, as it fixes the quantity of emissions, hence fixing

environmental outcomes.

Carbon tax:

Carbon taxes are "priced-based" policy instruments. Taxes
increase the prices of certain goods and services, thereby
decreasing the quantity demanded, which is called the "price
effect.” Carbon taxes fix the marginal cost for carbon
emissions and allow quantities emitted to adjust.

v'A carbon tax would offer a broader scope for emissions
reductions, including individuals.

v'A system of tradable permits entails significant transaction costs,
taxes involve little transaction cost, over all stages of their
lifetime.

v'Carbon taxes have dynamic efficiency advantages that trading
lacks because taxes offer a permanent incentive to reduce
emissions.

v'Taxes are not susceptible to strategic behavior by firms or non-
governmental organizations which may harm the contractual
environment of the market.

v'Emissions trading proposals are highly complicated and technical,
unlike taxes which are an extremely familiar instrument to
policymakers.

Emissions trading:

Tradable permits, emissions trading is considered a
"quantity-based" policy instrument. They fix the total
amount of carbon emitted and allow price levels to
fluctuate according to market forces.

v

v

A well functioning emissions trading system allows emissions
reductions to take place wherever abatement costs are lowest,
regardless of international borders.

Emissions trading has the advantage of fixing a certain
environmental outcome - the aggregate emissions levels are
fixed, and companies/countries pay the market rate for the
rights to pollute.

Emissions trading is more appealing to private industry. By
decreasing emissions, firms can actually profit by selling their
excess greenhouse gas allowances.

Emissions trading is better equipped than taxes to deal with all
six GHGs included in the Kyoto Protocol and sinks (e.g. trees
which absorb and store carbon) in one comprehensive strategy.
Permits adjust automatically for inflation and external price
shocks, while taxes do not.
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History of discussions over emissions trading

The introduction of emissions trading has been discussed by the government over

10 years...
Japan's Voluntary Emissions Trading Scheme (MOE) (2005 ~)

Advisory Committee on the Emissions Trading Scheme (MOE) (Jan. 2008~)

v MOE established a committee to intensively consider ETS that can be introduced in Japan, its
allocation method, covered sectors, monitoring, reporting, verification, enforcement, registration,
cost containment measures, etc.

v" The committee published "Approach to Japanese Emissions Trading Scheme [Interim Report]” on 20
May, 2008 which outlined a desirable framework for ETS in Japan.

Offset Credit (J-VER) | speechby Prime Mirister on June 3, 2008, and Cabinet Decision on July 29 |
(MOE) Experlmental Introduction of an Integrated Domestic
Market for Emissions Trading (GOJ)
Nov. 2008~
( ) (Oct. 2008~)

Bill of the Basic Act on Global Warming Countermeasures (Mar. 2010)
v’ Establish domestic emission trading scheme (Setting limits of emission and allowing trading for complying with the
limits) by elaborating a legislative measure within around one year after coming into force of the Basic Act

Central environment Council, Japan’s governmental advisory body on environment policy,
established an ETS Subcommittee for designing the scheme (Apr.2010 ~)

..but it has not been implemented
due to the strong opposition from manufacturing companies.



Why not emissions trading?

Emissions trading has been avoided in Japan, because it is very effective in

reducing GHG emissions!
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Why not emissions trading? — other reasons

Emissions trading is not favored by companies because it is operationally
cumbersome! also companies are in fear of losing money from trading...
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...This is unique in Japan, and not common in Europe and North America.
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Carbon leakage & international competitiveness

Japanese manufacturing companies are afraid of losing their competitiveness due
to the introduction of carbon constraints...

Carbon leakage is likely to occur: BEHENS| & EEsRSH ﬂ;ﬁf :i:f;‘;
. . =a
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Carbon leakage is less likely to occur:

...but studies have shown
that the negative impact to Japanese industries will be very small, and those that
might suffer from carbon constraints can be protected by policy measures.



Carbon leakage & international competitiveness

Steel and cement industries may be affected due to their high levels of carbon
intensity and trade exposure. But the overall impact to the Japanese economy is

limited.
The projected impact of carbon constrains to Japanese industries
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Carbon leakage & international competitiveness

Projected price change is 1.25% on average, which is not particularly large compared
with other countries, such as the US where the introduction of emissions trading is

also discussed.
The projected price change after the introduction of carbon constraints
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Carbon leakage and international competitiveness

Industry-analysts consider that steel and chemical companies may be affected by
carbon constraints, but firms with highly specialized technologies and products
may transfer the cost increases to customers.
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This is basically in line with the theory and findings by the previous studies.
The key for Japanese companies to avoid the loss of international competitiveness is

to have the specialty in their business!
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(Ref.) Carbon leakage & international competitiveness

There are a variety of policy tools to alleviate carbon leakage.
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Local to National - Tokyo’s Cap & Trade Program

Tokyo Metropolitan Government introduced an emissions trading system, prior to
the national government. Tokyo-ETS is the world’s first “urban” cap & trade
program to cover emissions from office buildings.

Tokyo CO, Footprint (2007) Tokyo-ETS:
2002 2005 2010

Total CO, Emissions: 58 million ton

" #2002 Started #2005 Revised 2008 Enacted M 2010 Start
Commercial & - . Ti =
Industrial Residential p:)arrt‘;:ion
a9 | 27% 22% Voluntary Program Mandatory
Large CO, ) . . CO. Emissi ducti
emitting approx. Small to medium sized CO, emitting 2 EMISSION reduction program Program:
facilities 60% facilities Reduction target Tokyo ETS
averaged in only 2%

v’ Japanese local governments have the authority to take
legislative action when the national government does
not have specific policies & measures. Using this The warlgoséf;;itilﬁirgs?n cap and trade program to cover office buildings
opening, Tokyo introduced this innovative C&T program. 1,000 Commerecial buildings “ 40% of commercial and

v . . . 300 Industrial facilities industrial sectors’ emissions
Based on Its experlence Of runnlng TOkyo ETS’ TOkyo Coverage: Consumption of fuels, heat and electricity is 1,500 kiloliters or larger per year (crude oil equivalent)
now proposes the national government in designing the
nation-wide ETS. This might be the way to go!

Tokyo-ETS:

Saitama Prefecture has announced that it will follow this Tokyo’s cap& trade program
starting from next April.



What is happening overseas? (1)

Emissions trading systems are becoming widely accepted internationally.
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What is happening overseas? (2)

HRIE S B BE IR

Emissions reductions may compliment economic growth.

What we need is the political will to make a transition to a

low carbon economy!
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Strategies

What’s missing from the Japanese politics?

Feedback from YOU!
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Japanese politicians do not have incentives to act for young people...
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Demographics forecast in Japan
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We are facing a massive demographic change, which forces us to

change our socio-economic systems...
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Alternative path? — Voluntary carbon offset

Voluntary carbon offset may be a more efficient way of reducing emissions
internationally, as the progress of discussions over the compliance market has been
very slow...

Pros: Cons:

1. The voluntary market enables those in unregulated Lack of regulation
sectors or countries that have not ratified Kyoto v’ Several certification standards exist. However, no single
Protocol, such as the US, to offset their emissions. standard governs the carbon offsetting. This causes a

2. Because the voluntary market is not subject to the lot of variations in calculations, and some offset
same level of oversight, management, and regulation providers have been criticized that their carbon
as the compliance market, project developers may reduction claims are exaggerated or misleading. There
implement projects more flexibly that might are widespread instances of people and organizations
otherwise not be viable (e.g. projects that are too buying worthless credits that do not yield any carbon
small or too disaggregated). emissions reductions have happened. Furthermore,

3. By decreasing the costs of emissions reductions, the there is a shortage of verification, making it difficult for
speed of carbon offsetting and trading can be buyers to assess the true value of carbon credits.

accelerated.

Popular carbon offset project types :

Renewable energy, such as wind farms, biomass energy, hydroelectric dams
Energy efficiency projects

Destruction of industrial pollutants or agricultural byproducts

Destruction of landfill methane

Forestry projects.

uhwNh e



Carbon Offset Practice — Airline Industry BRITISH AIRWAYS

British Airways introduced a voluntary passenger carbon offset scheme in 2005, as
a pioneer in the airline industry

Climate change - carbon offsetting

British Airways was the first airline to introduce a voluntary
passenger carbon offset scheme in 2005 and were also the first
airline to achieve the UK Governments Quality of Assurance.

ACT ON It's time to act

Ce@: Calculator

Before you start O

We strive to make it as easy as possible for you to offset the

impact of yvour journey when buying a ticket with us on ba.com, Ready to act?

Three simple steps:

Contributions are automatically calculated based on the volume of
carbon dioxide your flight produces and the cost of carbon per
tonne at the time of your booking. Payments can be made safely
and securely via credit or debit card, with the money raised going
to help fund hydro-electric power plants and wind farms around
the warld.

These projects are certified Carbon Emission Reduction projects
and as well as offsetting your carbon they also have health and
social benefits, So by making a contribution yvou can have a
positive effect on communities as well as balancing the emissions
fram your flight.



http://carboncalculator.direct.gov.uk/index.html�

myclimate

Protect our planet

Carbon offset projects

There are lobs of things vou can do bo reduce your carbon Foobprint ather than carban myclimate develops and supponts projects around the world that directly reduce
Efﬂfientg?ﬂ;irfy'ﬂ'ggrm L;E-E:epnlﬂlchttrabzlséj:rtj insulating your home, turning your heating greenhouse gases and in doing so directly protect the climate. myclimate carbon
9 9 g ' oftset projects fulfil the highest standards (CDM, Gold Standard). They not only reduce

For those emissions you cannot reduce, you can try carbon offsetting with our climate-impacting emissions, but also contribute to sustainable development in the

Gold Standard Offset Scheme. project regions.
IJpon submitting wour details For this scheme, vou will be referred ko mvclimate's external .
website, where wour carbon offset donation will be processed, Please note, Yirgin Atlantic -
Airways is nok responsible Ffor the conkent of external internet sikes, IF you experience any ﬁ| FUF 7
issues whilst on myvclimate's website please conkack mevclimate by clicking here. EMJH |E .
LFAUH o |F['= ﬁ’ i
¥ou can also carbon offset your emissions onboard with us, when you purchase wour doby e o) E,. ﬁll !
free gonds! %E . F‘J ﬁ”’ E
b ]
EERE )w.'... ............ ) |4, (R Ry i
ENTER. ¥YOUR. FLIGHT DETAILS TO OFFSET V7 1) ﬂ; ¥ %
AFiE WEYE ok s |
& pound Trip © Cne Way “ipeded” E;'
v
Departing To ;f’
Lancion A | |Mew vark Al - '
I J I J ﬁ Wiater u Sun Biornass/Biogas
Cabin rassenges ﬂ Wind m Energy eficiency B Methane reductions
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Carbon Offset Practice — Airline Industry ANAS

ANA launched a carbon offset program using J-VER credits

Participate in the Carbon Offset Program
- " A7 S T

The Regenerate Japan'’s Forests Plan>-

Your carbon offset can help regenerate the forests of Japan.

Depart from |TDk3fDI:H3nEd3) j

Arrive at | Tokyo{Haneda) | E
Depart on I._Ian j'd jIZDH

|4
AMA Group launched its ANA Garbon Offset Proeram on October I E";‘STET&;’; |1_
1, 2003, for all domestic flihts, as one of its customer- E {*One-way  {Round-trip

Calculate CO2 Emission > I
Thiz iz a joint program with more trees, founded by Japaneze Carbon Qffset Amount ¢
V|

musician Fyuichi Sakamoto. Of the many effortz 8BNS Group *Carbon offets can only be purchased by credit card.
thakes far the reduction of CO2 emissions, this program is one

Carbon Offset Program that customers can jon in at any time, by calculating ther own
emizzion amount for each domestic flight trip they made #1)

Il ANA Carbon Offset Program

T

patrticipatory environmental activities.

Fayments are made by credit card, and customers can offset
emizzions of past tripz az well az planned future trips.

Carbon offzet pavments made by customers will be uzed az forest
abzorption credit from Japanese forestz (J-VER) =21, will help
grow and rejuvenate Japanese forestz, and will contribute to the

prevention of global warming.




Carbon Offset Practice — Hotel Industry S |-:~¥. SES

Six Senses started charging a carbon tax to customers to offset customers’ flight-
related emissions. This practice has been awarded by the World Travel & Tourism

Six Senses Resorts & Spas
SI SENSES RESORTS & SPAS,

(®) THAILAND & GLOBAL Carbon Offset Programme
TOURISMaTOMORROW 1 0B AL TOURISM BUSINESS AWARD
Aduards :
FINALIST 2007 & WINNER 2008 Six Senses Carbon Offset Programme, with the assistance of Converging World, is

designed to offset all guest flight carbon emissions in addition to all carbon emissions
arising from Six Senses resort operations and host travel. The non-profit programme
offsets carbon emissions by replacing coal fired power plants with Suzlon® wind
turbines in south India. Funds generated from this sustainable green energy are used
to implement various social and environmental projects.

Six Senses with its brand
name Soneva, a resort and
spa management and
development company
established 1n 1993, 15
headoquartered in Bangkok,
Thailand. It has ten resorts
and 16 spas worldwide
and host approximately
400,000 guests per year.
Its mussion statement. “To
create innovative and
ennching experiences in a
sustainable environment’,
establishes environmental
responsibility as a core For example, at Soneva Fushi and Soneva Gili, two small island properties

Under an innovative and market-leading policy. all guests at Six Senses’
resorts are now levied a 2% “carbon tax’ to neutralise the carbon emissions
created through travel to the destination and while staving at the destination.

value, and has led Six located in the Maldives, motorised traffic is excluded on the islands, with Six Senses’ staff are well cared for with a comprehensive staff mcentive
Senses to create its Social  73% of the islands left undeveloped and forestad and bike baths extensively . i . . L
and Environmental wandering under the tree cover. Each guest and staff member is issued with a scheme, including sharing in a percentage of resort revenues. In addition,
Programme as a key bicycle, and all services are delivered via bicycle or trolley. . o oo i . i
operating standard across o . o capacity-building traiming. including for environmental awareness, and the
the company. Under an mna\'ah\'p and m#kﬂ-lm&ng policy, all guests at Six Sens&: . .
! resorts are now levied a 2% “carbon tax” to neutralise the carbon emissions opportunity to work at Soneva resorts globally, are also offered to resort

Based at head office, the created through travel to the destination and while staying at the destination. ) } o } }
Social and Environment  Six Senses” staff are well cared for with a comprehensive staff incentive staff. At Soneva Fushi, the majority of the staff are local and live on site,
Conscience Programme scheme. including sharing in a percentage of resort revenues. In addition. . ..

) capacity-building training, including for environmental awareness, and the with opportumties for career development and enhancement. Many
. 1'.":"'- Hi .I I opporfunity to work at Soneva resorts globally, are also offered to resart - - - - - -

IIUAVEL & staft At Soneva Fuski, the msjorty of he staffare local and live on site, Maldivians hold supervisory and semor guest relations positions.

FEALII IS A with opportunities for career development and enhancement. Many

COLMCIL Maldivians hold supervisory and senior guest relations positions.


http://www.tourismfortomorrow.com/�

Carbon Offset Practice — Hotel Industry

o \\arnoft

Marriott Hotels offsets its emissions through protection of rainforest.

0 MARRIOTT INTERNATIONAL INC, USA & GLOBAL

TOURISM for LOMORROW
Advards

WINNER 2009

In 2007, Marriott began a partmership with Conservation International to map
the company s carbon footprint and develop a five-point environmental
strategy for full sustamability. It includes:

* (Carbon offsets through the protection of rainforest

* Further raductions in fuel and water consumption — by 25% per available
room over the next ten vears — as well as the mnstallation of solar power
in up to 40 hotels by 2017

* Engaging the company’s top 40 vendors to supply greener products
across 12 categories of Marriott’s US$10 billion supply chain

* (Creation of green construction standards for hotel developers to achieve
LEED certification from the US Green Building Council

* Educating and inspiring company emplovees and guests to support the
environment, imcluding through green meetings and events.

GLOBAL TOURISM BUSINESS AWARD

The plan 1s part of Marmriott’s long-term system-wide environmental policy
and focuses on efforts to reduce and offset Marriott’s global footprint, which
was calculated at 3 million metric tons of CO; emissions annually — or 69.5
pounds per available room The calculation was certified in autumn 2008 to
Climate, Commumty and Biodiversity (CCB) Standards.

Marriot has a company Global Green Council m place to advance 1ts
sustainability imitiatives. Nowhere 15 this better demonstrated than in its
TUSE2 million investment in the Amazonas Sustainable Foundation which,
together with the State of Amazonas i Brazil, helped to establish, monitor
and enforce the protection of 1.4 million acres (589,000 hectares) of
endangered rainforest in the Juma Sustainable Development Reserve The
Juma Project acts as a sink for carbon emussions through the avoided
deforestation of old growth rainforest until 2050, Additional benefits include
forest conservation, an improved quality of life for the local population, and
biodiversity protection


http://www.tourismfortomorrow.com/bin/pdf/original_pdf_file/six_senses_resorts_and_spas_th.pdf�
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Thank you!

More information on emissions trading and carbon offset:
http://www.env.go.jp/en/earth/ets/mkt_mech.html
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