
     

1 
 

July 28, 2021 
 

Policy Proposals on Carbon Tax and Emissions Trading Scheme 
We urge the Japanese government to specify an appropriately-designed carbon tax mechanism and 
emissions trading scheme (ETS), and ensure that citizens are well informed about the purpose and 

benefits of carbon pricing. 
 
 
We, Japan Climate Leaders’ Partnership (JCLP), recognize that an effective carbon pricing scheme is an 
indispensable means to avert a climate crisis. We would thus like to contribute to the Japanese 
government’s ongoing discussions on carbon pricing with the following proposals. 
 
 
Background: 

1. The 1.5°C target must be achieved in order to protect the social infrastructure essential to our 
lives and business activities.   

Extreme weather events and catastrophic disasters triggered by a rise in temperature are already 
threatening our lives and significantly impacting our economies.1 A failure to stop climate change 
from worsening would undermine the very foundation of our society such as infrastructure, 
financial systems and public health, and would hinder economic growth.2 To protect our lives and 
business activities from devastating climate disruption, we must meet the 1.5°C target set out in 
the Paris Agreement. 

2. Meeting the 2030 GHG emissions reduction target is crucial for the achievement of the 1.5°C 
target. Swift, society-wide behavior change is required toward 2030. 

As global temperature is determined by cumulative net carbon emissions, achieving the 1.5°C 
target requires a significant cut in GHG emissions by 2030. 3  This prompted Prime Minister 
Yoshihide Suga to pledge that Japan will “reduce GHG emissions by 46% from the 2013 levels by 
2030 and continue its efforts to meet the lofty goal of 50% reduction”. With limited time remaining, 
immediate action must be taken by the whole of society.   

3. Emissions reduction needs to be done efficiently to minimize the cost borne by society.   

We must avoid aggravating the country’s fiscal health and passing on the burden to future 
generations. To this end, emissions reduction must be pursued in a cost-efficient manner. 

4. An effective way to bring about society-wide behavior change and minimize the overall cost of 
emissions reduction is to introduce an explicit carbon price through a carbon tax mechanism and 
an emissions trading scheme (ETS).      

Carbon taxes and ETS are called “explicit” carbon pricing, with a price set per ton of carbon 
emissions. Advantages of explicit carbon pricing are as follows:  

• The cost competitiveness of carbon-intensive products and services will diminish, which 
generates a strong incentive for businesses to provide low-carbon products and services. 
Dissemination of such products and services accelerates society-wide emissions reduction. 

• The comparability between the cost of emissions and the cost of emissions reduction improves. 
This in turn encourages emitters to choose reduction measures that are more economical than 
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continuing to emit carbon. In addition, emitters are incentivized to employ the most cost-
efficient measures, which will help minimize the overall cost of emissions reduction borne by 
society. 

5. Voluntary carbon credits and internal carbon pricing alone will not bring about society-wide 
behavior change or minimize the overall cost of emission reductions. 

Carbon emissions aggravate climate change and cause various losses to society, as indicated above. 
A fair scheme which ensures that emitters take responsibility for these losses by paying for their 
emissions is essential. If such responsibility is not widely recognized and fulfilled, society-wide 
behavior change will be difficult to achieve.  

Voluntary measures like carbon credits are practiced only by a small group of companies that are 
actively working to reduce emissions and willing to pay for additional costs. While beneficial to 
some degree, such voluntary measures alone are not sufficient to raise awareness of the fact that 
emissions incur societal costs, and they also fall short of ensuring fairness in terms of allocation of 
responsibility for losses. Voluntary credits also make it difficult to compare the cost of emissions 
and the cost of emissions reduction, reducing the overall cost-efficiency of mitigation efforts. 

6. An appropriately-designed carbon tax and ETS will lead to economic growth. 

The pledge by Prime Minister Suga has spurred a flow of goods, investments, and human resource 
toward the development of zero-carbon products and services. In order to ensure successful 
commercialization and mass production of these products and services, the market design needs 
to be suitably adjusted by introducing a carbon tax and ETS.  

Implementation of an explicit carbon pricing scheme will send a signal that the price 
competitiveness of zero-carbon products and services will be sustained in the Japanese market, 
which will in turn encourage companies to engage actively in research and development, increase 
capital spending, and attract green investment.4,5 The quality and price competitiveness of zero-
carbon products and services will likely improve as a result, creating a positive feedback loop of 
increased demand for those products and services. It should be noted that expert analyses 
presented to a carbon pricing committee set up by the Ministry of the Environment also 
demonstrate that a carbon tax and ETS are conducive to economic growth, when designed 
appropriately.6,7 

7. A delay in introducing an effective carbon pricing scheme may threaten the global 
competitiveness of Japanese companies and reduce the attractiveness of Japan as an industrial 
location. 

A growing number of global companies are emphasizing the ability to comply with their net zero 
emissions policy as a key element of supplier selection criteria. Other stakeholders — institutional 
investors, shareholders, clients and employees — are also putting increased scrutiny on corporate 
decarbonization efforts. 8 , 9  Delays in emissions reduction are beginning to have an impact on 
corporate values.10,11  

Sourcing of renewable energy is a particularly pressing issue. Renewable energy has seen a huge 
expansion and has become the cheapest source of electricity in many parts of the world. Failing to 
speed up the expansion of renewables with effective carbon pricing schemes like a carbon tax or 
emissions trading may weaken the global competitiveness of Japanese companies and reduce the 
attractiveness of Japan as an industrial location.12,13 

Furthermore, more and more countries are considering implementing a carbon tax and ETS, as well 
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as carbon border adjustment mechanisms. An explicit carbon price needs to be introduced at a 
globally acceptable level in Japan, in order to prevent a levy on Japanese exports.  

 
 

Proposals: 

• We call for specific discussions on the design and timeframe for a carbon tax and ETS. We request 
that ministries work together to present a framework for carbon tax by the end of the year. 

For the aforementioned reasons, implementation of a carbon tax and ETS is a matter of urgency. 
Thus, we call on the government to immediately start more specific discussions on the design and 
timeframe for such mechanisms. We propose that priority should be put on carbon tax and 
ministries cooperate to draw up a framework by the end of this year, ahead of an ETS which is more 
complex to design.  

• Discussions on carbon pricing need to consider “just transition”. How carbon pricing can be 
designed to reduce the burden on SMEs and low-income groups should actively be discussed. 

When introducing carbon taxes and emissions trading, it is necessary to prevent excessive burden 
on SMEs and low-income groups so that “just transition” is achieved. The government committee 
members have proposed multiple measures to reduce this burden, including beneficial use of 
carbon tax revenues as well as to ensure various policy mixes.14,15 We urge the government to hold 
forward-looking discussions as to what policy design can mitigate the risks of increasing burdens on 
the vulnerable, instead of shying away from difficult conversations.  

• We call on the government to ensure the public has access to clear and comprehensive 
information on the purpose and benefits of carbon pricing  

Carbon pricing is a policy tool with a major impact on society. To gain and maintain support for the 
policy, it is essential that the government effectively communicates the purpose and benefits of 
carbon pricing to the public. We, JCLP, also commit to strengthening our own efforts to convey the 
importance of carbon pricing to a wider audience.  

 
End 
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Japan Climate Leaders’ Partnership (JCLP): 
JCLP is a coalition of businesses in Japan (189 companies as of July 2021) that aim to create a carbon 
neutral society, built on the idea that decarbonization is essential to economic development. The 
group’s total sales are 144.8 trillion JPY (1.3 trillion USD) and electricity demand together amounts to 
approx. 60 TWh. It was set up in 2009 to encourage the business sector to develop a sound sense of 
urgency on climate action. Since April 2017, JCLP has been the Climate Group’s Regional Delivery 
Partner on RE100, EP100 and EV100 initiatives in Japan.  
 
URL: http://www.japan-clp.jp/   

For inquiries: Tel: 046-855-3814  Email : info-jclp@iges.or.jp    

 

http://www.japan-clp.jp/

