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Abstract

Japan's climate change policy has historically lagged in ambition, only recently aligning with
global climate goals. This shift became evident in October 2020 when Prime Minister Suga
announced Japan's commitment to a decarbonized society by 2050. Despite this, the Ministry of
Economy, Trade and Industry (METI) maintains a technocratic approach, focusing on technical
changes within the manufacturing and energy sectors, often barring broader stakeholder
engagement. This dissertation critically examines the dominance of METI in shaping Japan's
decarbonization strategies, hypothesising that its centralized and top-down governance hinders the
emergence of innovative policy pathways. The research investigates the characteristics of the
Japanese climate policy framework, METI's role in sustaining dominant decarbonization
narratives, and the suppression of policy contestations. Through an in-depth literature review and
semi-structured interviews, the study reveals that METI's governance creates an exclusionary
policy-making environment where consensus is manufactured among a handful of stakeholders.
The dominant narrative surrounding climate policy emphasises the ‘inherent limitations’ of
tackling climate change, justifying lower emission reduction targets and continued use of coal.
This policy environment limits transparency and the involvement of civic NGOs, local
governments, and climate-conscious businesses, reinforcing a techno-managerial narrative that
marginalizes alternative perspectives. The thesis argues for a more inclusive and holistic approach
to climate governance that embraces social, political, and ecological dimensions. The findings
suggest that the current policy framework is inadequately equipped to meet the complex challenges

of climate transition.
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1. Introduction

Japan has been reluctant to set ambitious CO2 emission reduction targets until recently. In
preparation for the Paris Agreement in 2015, the Japanese government proposed an emission cut
from the 2013 level of 26% by 2030, and 80% by 2050, raising serious questions about
contributions to global climate change mitigation as a highly industrialised country (Oshiro et al.,
2017). However, the Japanese government made a pivotal turn in its climate change policy in
October 2020, when Prime Minister Suga declared that Japan will aim to realize a decarbonized
society by 2050. Within a short span of four months, the number of local governments that
announced their commitment to net-zero carbon emission by 2050 rose to 206, representing
roughly 90 million people, or 72% of the country’s population (MOE, 2021). Yet, the climate
change policy represented by the Ministry of Economy, Trade and Industry (METI) seems to focus
narrowly on technical changes in manufacturing and energy industry involving only a handful of
stakeholders. Moreover, the one-trillion USD investments under the Green Transformation (GX)
policy for the decarbonisation of Japanese economy appear to be misaligned with the Paris
Agreement’s 1.5 degrees target. Generally, there is a lack of recognition that the global climate
change is not merely a geo-physical phenomenon, but entails social, environmental, and political
dimensions. The Anthropocene, the age in which every human activity has a consequence on the
natural order, demands a deeper reflection on the causes of environmental and socio-economic
crises, and more fundamental changes to the ways of life in the 21 century. Hence, climate change
policy should embrace the complexity and severity of the problem and strive to provide solutions
in the spirit of democratic participation and equity.

This thesis critically engages with the dominant narratives of Japanese climate policy and uncovers

the effects of METI’s central position on the national decarbonisation plan, and its role on fostering



partnership and creating contestations among different actors. This thesis hypothesises that a
highly technocratic and bureaucratic administration of national climate policy, as well as its
centralised, top-down approach hinders opportunities for new ideas and policy pathways to emerge.
METT’s vast resources and close relations to the Japanese industry create a narrow focus on how
climate policy is conceptualised and governed, leading to a self-reinforcing closed loop in which
consensus is manufactured. Especially, there seems to be a gap between progressive initiatives of
local municipalities, NGO groups, new climate conscious business associations and the national
government, but also between METI and other ministries. By critically engaging with the dominant
narratives created through the policy making process under METI, and the ways in which
consensus is manufactured among a few stakeholders, this dissertation evaluates whether the

current Japanese climate governance framework is fit for the challenges of the 21 century.

To evaluate the effects of METI’s central position on the national decarbonisation plan, and
unravel the ways in which METI creates and deploys a dominant narrative on decarbonisation, this
dissertation asks the following research questions:
= What are the characteristics of the Japanese climate policy framework (in terms of process
and substance)?
* What is the role of METI in orchestrating Japanese climate policy, how does it create and
sustain dominant narratives on decarbonisation?
= How does the process of policy making repress contestations and manufacture consensus?
Through an in-depth literature review and semi-structured interviews with representatives from
METI, ANRE, think tanks, academics, an industry association and a local municipality, this thesis

argues that METI operates a closed policy making process with the participation of selected



members who do not have the power or the incentive to contest its policy directions. Under METI’s
governance, climate policy is strategically blended into energy policy, which in turn is
conceptualised as a technological and infrastructural challenge. Energy policy is envisioned as part
of a wider industry policy, where METI’s historically deep ties with industrial associations and
manufacturing companies have strong influence. The METI-industry constellation creates and
reinforces the narrative of techno-managerialism through its policy committees, which legitimise
its national plans despite representing only a fraction of stakeholders. The structural deficiencies
for enabling transparency in policy making, as well as the lack of involvement of civic NGOs,
local municipalities or climate conscious business restrain the emergence of contestations,
manufacturing a consensus that supports the dominant narrative. Interviews with government
officials, think tanks, academics, an industry association and a local municipality have added

depths to the analysis.

This thesis is structured as follows: first a thorough literature review will assess international
literature on the challenges of climate policy, as well as a tendency to depoliticize climate
governance. The specificities of Japanese bureaucratic governance structure and METIs historical
role in Japanese industry policy are showcased, including the deep rooted ‘vested interests’ that
METT has created and maintained. A historical overview of Japanese climate policy indicates
attempts at using climate change as a cause for greater leadership on the international stage and
catalysing some legislative changes. A short period of ambitious climate leadership in domestic
politics was swept away with the triple disaster in 2011, leading to a delay in preparations for
decarbonisation and instead producing a strong push to prioritize security of energy supply over

climate concerns. Second, the thesis shows that the announcement of the carbon neutrality goal in



2020 has nudged the country into aligning itself with international climate goals, however, the
national roadmap for decarbonisation raises serious questions about feasibility and commitment to
climate transition. Finally, an in-depth discourse and thematic analysis of interviews reveals the
system in which dominant narratives are created and consensus about climate policy is
manufactured among a handful of stakeholders. The thesis argues that decarbonisation and climate
change mitigation/adaptation require not only technical fixes, but a wider transition incorporating
social, political and ecological aspects, for which the current Japanese climate policy and

governance is inadequately prepared.
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2. Literature Review

2.1 Complexity and Consensus in Climate Policy

Climate change is often referred to as a “wicked problem” that challenges entrenched power
structures in all countries. Some conceptualise climate change as a complex governance problem
with intricate interdependencies, uncertainties, and stakeholders with contesting values, which is
difficult to grasp in its entirety, let alone find out their solution (Lazarus, 2009; Ohta, 2020).
Furthermore, climate change has features that make it more “wicked” than other social problems.
The longer it takes to address the climate change problem, the harder it will be in the future; hence,
inaction can result in catastrophic harms to human communities and ecosystems. Climate change
results from individual and collective activities at multiple scales, erasing the discrete antagonists
and protagonists divide. Those who are best positioned to address the problem are not only the
ones that contributed the most to exacerbate it, but also have the least immediate incentive to act
on it. Moreover, there is no clear division of responsibilities and no centralised governance
structure among the international community with a jurisdictional reach that matches the scope of
the problem. Decision makers in national governments, on the other hand, usually lack control or

incentives to anticipate long-term changes (Levin et al., 2012).

The scientific evidence of climate change has been steadily growing since the publication of the
first report by the Intergovernmental Panel on Climate Change (IPCC) in 1990, and the Assessment
Report 6 in 2023 stated that human activities “unequivocally caused” global warming (IPCC,
2023). Moreover, there is growing recognition that radical societal changes are needed to achieve

deep decarbonisation and climate transition for avoiding the looming existential threat (Thomas et
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al., 2004; Weber, 2015). Some argue that what effective climate action is lacking is not scientific
understanding or the unavailability of technological solutions, but “political commitment, well-
aligned multilevel governance, institutional frameworks, laws, policies and strategies” (IPCC,
2023; Jordan et al., 2022). Boasson and Tatham (2023) argue that complex, polycentric governance
systems facilitate climate transition the best, and complexity should be embraced in governance
structures as well as the policy mixes they produce. They argue that “complexity underpins
consensus-building, and hence the necessary public support for a long-term and enduring

transition” (Boasson & Tatham, 2023).

Boasson and Tatham (2023:405-409) distinguish three models for describing climate governance.
The ‘market failure model’ perceives climate change as market failure to which corrective
measures are arranged. In this model, economic incentives and market-based mechanisms such as
global carbon pricing with international emission reduction commitments are perceived as the
prime driver of mitigation (Nordhaus, 1991). The ‘socio-technological transition model’
highlights the interrelationship between business and the state, as well as the role of industrial
change and innovations for mitigation. This model sees changes in infrastructure, industrial
practices and technology as a driver of the mitigation effort, and advocates for a wider socio-
technological system reform (Geels et al., 2017). The role of government is to adopt sector specific
changes and establish support schemes for technology and innovation. The socio-technical
transition model posits that as more and more targeted policies are employed among different
sectors, complexity increases, and climate governance advances through negotiations between
governmental and corporate actors. Finally, the ‘public support model’ puts democratic processes

at the core of the decarbonisation challenge and emphasises the creation and acceleration of civic
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support for climate actions. Democratic legitimacy can be secured through public support,
increasing the efficiency of complex climate policy and regulations by developing political
consensus over climate governance. Based on this model, politicians and political parties in
representative democracies take leadership roles for adopting climate policies, reflecting the voices

of civic actors and changes in public sentiment (Oberthiir & Von Homeyer, 2023).

A growing amount of literature, especially from Science and Technology studies (STS) and
political geography discusses the importance of paying attention to the ways in which ideas, power,
and resources are conceptualised, negotiated and implemented by different actors on different
scales in climate change governance (Tanner & Allouche, 2011). Narratives of apolitical, techno-
managerial solutions to the climate change problem work to ignore the unequally distributed
vulnerabilities and risks, transfer authority to the perceived expertise of government bureaucracies,
and de-politicise the environment (O’Lear, 2016; Swyngedouw, 2015). As scholars of STS have
shown, focusing on the conditions under which the production, distribution and utilisation of
knowledge occurs can help deconstruct a seemingly politically neutral response to bio-physical
changes (Beck et al., 2021; Goldman et al., 2018). Focusing too narrowly on policy-making and
planning as a response to climate change risks characterising the decision-making process related
to adoption and mitigation as exclusively technical or managerial, restricted by economic and

technical capacities (Eriksen et al., 2015; Sovacool et al., 2020).

Climate governance in Japan seems to lack public involvement or wide civic support and can be

best described with the mixture of ‘market failure model’ and ‘socio-technological transition

model’. Following World War I, Japan was set up to have a weak government to prevent a return
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to authoritarianism. Instead, a strong, centralised bureaucracy was set up to run the country. As
such, strong political leadership is uncommon in any matter, and the Japanese political system has
been coined “democracy without competition” (Scheiner, 2005). Climate governance is one of
many issues that are dealt with by the government ministries, and its problematisation occurred far
from the public eye. Moreover, the strong bureaucratic control over climate governance seemingly
acts to depoliticise and disengage citizens, creating a techno-managerial policy-making complex
in which ideas and narratives are difficult to challenge, leaving little space for transformative
changes. The Ministry of Economy, Trade and Industry (MET]I) is undoubtedly the most influential
in the Japanese bureaucracy, overseeing issues from international trade to energy policy and
industry policy. The exceptionally strong bureaucracy of METI is also highly politicised and
maintains close ties with businesses (E. Moe, 2011). STS literature that analyses the interaction of
science and policy making in Japan is scarce, perhaps partially because of the opaque system of
deliberative policy councils functioning under government ministries. Policies are made in
councils where stakeholders are pre-selected and invited by the ministries, pre-empting

contestations that could challenge the status quo.
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2.2 Bureaucracy and Industrial policy in Japan

To understand the seemingly unchallenged position of METTI at the centre of Japanese climate
transition policy, this section dives into the history of Japanese bureaucracy in the post-war era.
The industrial policies that METT orchestrated created strong ties between the ministry and key
industrial sectors, functioning as a bargaining channel for adopting laws and regulations that
support the further growth of the economy. This relationship still flourishes, especially with heavy
industries and energy utility companies, creating a ‘vested interest’ that obscures and rejects
structural changes. The consensus that promoted the Japanese economy in the 20" century have
since eroded, but the ‘iron triangle’ between METI, industry and the ruling political party excludes
critical actors and voices for more radical climate policy to emerge. To better understand how the
contemporary narratives on climate change policy fail to accelerate decarbonisation in Japan, we

need to dive into the historical background of Japanese policy making and bureaucracy.

2.2.1. Bureaucracy and Plan-rational system

Between 1946 and 1976, the Japanese economy expanded 55-fold. The speed, form, and
consequences of the ‘Japanese Miracle’ of economic growth in the post-World War Il era inspired
many academics to research the unique characteristics and efficiency of the Japanese economic
bureaucracy. Particularly, the Ministry of International Trade and Industry (MITI) played a crucial
role as the leading state actor in the economy, bringing forward collaborations between the state
and big businesses (Johnson, 1982). Johnson argues that the development of Japan in the latter
part of twentieth century differs from the Western market economies or socialist developmental

states, as “in Japan, the state’s role in the economy is shared with the private sector, and both the
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public and private sectors have perfected means to make the market work for developmental goals.”

(Johnson, 1982: viii).

An important feature of the MITI-led industry policy is an agreement among the government, its
ministries, the ruling political party, industry leaders, and the business community; a general and
shared consensus of economic primacy that guides a wide array of stakeholders. The consensus is
reinforced under what Dahrendorf calls the “plan rationality” (Dahrendorf, 1968, Chapter 8).
Whilst a market rational regulatory state concerns itself with the form and rules of economic
competition, a plan rational state focuses on delivering development by setting substantive social
and economic goals, and creating agreements, or in another word, consensus, on why and how to
do so (Johnson, 1982:19). In Johnson’s description of Japan as a plan rational state, he argues that
the government gives great concern to the structure of domestic industry that enhances
international competitiveness. In essence, it is a strategic, goal-oriented approach to the economy
that contrasts to a market rational approach (such as the United States in the post-war era) which
subordinates industry and trade policy to rules and procedures that ensure economic competition.
In Japan, a powerful and talented pool of bureaucrats supported the developmental and strategic
quality of economic policy in the post-war era. For Japan to achieve a higher level of
industrialisation and regain international competitiveness, the state produced economic
bureaucrats to the ministries of Finance, International Trade and Industry or Economic Planning
Agency, which made major decisions, drafted virtually all legislation, controlled the national

budget and acted as the source of all major policy innovations in the system (Johnson, 1982:21).

Olsen argues that the effectiveness of bureaucracy can be judged by looking into the quality of
‘end product’, that is, whether the produced rules and procedures create the desired effect (Olsen,

2006). Carefully considered rules increase action capabilities and efficiency by making it possible
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to coordinate simultaneous activities and reducing uncertainty. Effective rules can enforce
agreements, and enforcing these rules helps avoid conflicts between actors. The effectiveness of
rulemaking in a bureaucratic structure also depends on the existence of a widely agreed upon set
of overarching goals for society. When consensus exists in a plan-rational system, such as in
Japan’s high-growth era, state resources can be directed to catalyse industries and achieve desired
economic and social goals (Johnson, 1982:22). However, when there is confusion or conflict over
the goals in a plan rational economy, and there is no strong consensus, the system becomes
incapable to perceive basic problems and unable to attribute responsibility for failures. For instance,
a plan-rational system encounters challenges when recognising and readjusting its focus to address
external impacts beyond the scope of its national objectives. This was also the case in the industrial
pollution caused by the lack of regulation of the heavy industry sector in the 1950s and 60s. Long
after evidence of very serious environmental damage was made public, the Japanese ministries
were unable to recognise and readjust their focus to address the impacts of rapid industrialisation
(George, 2002). It took well over a decade for the government to acknowledge the causes of
Minamata disease in the late-1960s after the detection of first cases in the 1950s. However, once
the plan-rational system finally shifted its focus to give priority to industrial pollution, it created
effective centralised rules for stricter environmental regulations for industrial activities. The Water
Pollution Control Law was passed in 1970, mandating the regulation of treated wastewater

discharge across all water bodies in Japan, particularly concerning toxic substances (MOE, 2002).

The process of policy change also manifests differently in plan-rational and market rational
systems according to Johnson (1982). Decision-making is centred around an elite bureaucracy in
plan-rationality, and change will be marked by internal bureaucratic disputes, factional infightings,

and conflicts among ministries. In a market-rational system, changes are marked by parliamentary
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contests over new legislation or by election battles. Japan notably lacks political contests between
parties or changes in political systems. Hence, the lack of political contestations hinders the
representation of pressing issues among the public. The continuity of the rule of Liberal
Democratic Party from 1955 to present days (except from short-lived opposition governments
between 1993 to 1994 and 2009 to 2012) also signals that it is the institutionalised policy making

system dominates over an active parliamentary legislative process.

2.2.2. Industrial Policy

1

“In Japan’s industrial policies, the visions are considered as the base for policy measures.’

Keiichi Konaga, Director-General of the Industrial Policy Bureau,
Ministry of International Trade and Industry

One of the main features of Japanese plan-rational system and a demonstration of industry-
government consensus was the industrial policy led by MITL It is also the historic root of an
insurmountable relationship between industrial associations and present-day METI (Akkemik,
2015). MITI has actively and consciously created close ties with domestic industry, and entrusted
industry policy with a vision to restructure Japanese society in the 20" century. Industrial policy
in Japan refers to “a complex of those policies concerning protection of domestic industries,
development of strategic industries, and adjustment of the economic structure in response to or in
anticipation of internal and external changes which are formulated and pursued by MITI in the
cause of the national interest” (Ozaki, 1970:879). Or to put it more simply, industry policy is any
policy that “attempts to achieve the economic and noneconomic goals of a country by intervening
in resource allocation across industries or sectors” (Ito et al., 1991). Moreover, according to
Okuno-Fujiwara, industrial policy holds significance due to its function in aligning the planning

and managerial decisions of individual firms, as well as facilitating the dissemination of
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information (Okuno-Fujiwara, 1991). The industrial policy, or sangyo seisaku, is not a clear set or
directives or rules, but rather an idea, a vision of government for the economy as the Director-
General of the Industrial Policy Bureau of MITI phrased it in 1983. Konaga emphasised that “there
are various kinds of visions: some cover overall industrial structure, others relate to certain
segments of industrial structure or specific problems such as energy and industrial adjustment”
(Konaga, 1983:21). As such, the means for promoting these visions also changed with industrial
development. Policies were made to directly regulate government involvement through licensing
or granting the authority to allocate foreign exchange (Okuno-Fujiwara, 1991). From the 1970s
onwards, however, MITI’s industrial policies were focused more on correcting market failures,
promoting private research and development, and assisting in the structural adjustment of the
economies, through ‘soft measures’ such as legal and regulative assistance or promoting industrial
and research associations for facilitating information flow (Okuno-Fujiwara, 1991). MITI’s
industrial policy and the deliberate creation of powerful interests in the economy might also reflect
a conviction that market forces alone do not produce the desired shifts to achieve the ‘vision’ set

forward by the ministry (Johnson, 1982).

2.2.3. The ‘Burst of Bubble’ and METI

The economic slowdown in the 1990s, intensification of globalisation, maturation of domestic
industries and acceleration of the rate of technological change has led to a government
reorganisation, and as a part of this, MITI was renamed to METI (Ministry of Economy, Trade
and Industry) in 2001. One pivotal and enduring element of METI’s policy was the emphasis on
national strategy and the need to improve international competitiveness in response to the collapse
of the 'bubble economy'. METI’s microeconomic policies targeted at the allocation of resources

branched out into new directions, shifting its focus on economy-wide reforms in many areas
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outside its jurisdiction that required greater efforts to collaborate with other ministries. These
broader strategies encompassed the promotion and dissemination of information technology,
fostering the growth of environmentally friendly products and manufacturing methods, and

instituting measures to support new businesses (Elder, 2003).

There are three major characteristics to METI’s policy orientation in the late 1990s and early 2000s
according to Elder (2003). Initially, METI prioritized comprehensive reforms across the economy
instead of the conventional approach of targeting specific sectors such as steel or supercomputers.
METI aimed to foster innovation and new technology by implementing measures such as e-
commerce standards and regulations, updating the Commercial Code, restructuring the tax system,
supporting research and development, and enhancing access to financing for emerging businesses.
The second characteristic of METI’s new policy orientation revolved around the promotion of
emerging industries and enterprises. Past policies, which centred on protecting infant industries,
directing capital allocation, regulating market entry through licensing, and incentivising exports,
became increasingly impractical due to trade liberalisation, deregulation, and the maturation of
Japanese industry. In response, new policies adopted a more generalised approach, aligning with
market principles compared to the early post-war period. They prioritised objectives such as
advancing technology, enhancing human capital, bolstering information dissemination, reducing
transaction costs, and addressing broader public goods and coordination challenges. Lastly,
METT's policy orientation involved providing ongoing assistance to both growing and declining
industries, aiming to enhance their international competitiveness and facilitating improvements
within them. Many benefited from a privatised protection embedded in the distribution system,
which was closely linked to lenient enforcement of antitrust laws, with minimal efforts made to

address the issue of monopolies.
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2.3. “Vested interest’ in Japanese policy making

However, the ‘vision’ of industry policy seems lost in contemporary circumstances. Despite efforts
for comprehensive reform of the economy and allocation of resources to emerging economies,
METTI stays invested in maintaining the conventional, carbon intensive industry in Japan. Among
other factors, the loss of institutional coherence, lack of governance coordination and inclusivity
in the economy resulted in the ‘lost decades’, which further exacerbated resistance to structural
changes that could bring new visions to the country (Lechevalier, 2024; Whittaker & Nakata,

2024).

The stable political climate characterised by the rule of LDP and the institutionalised policy
making system in Japan embodies a certain duality. It produces strong industry-ministry relations.
But it also serves to create strong, virtually impossible to eliminate vested interests. It is almost
inevitable in any realm of public policy to have groups of individuals or stakeholders that reap
benefits from what the established institutional mechanisms provide. It is argued that such vested
interests can act as a powerful forces for stability, as they have strong incentives to protect the
institutions and the status quo when faced with political change of threatening reforms (E. Moe,
2011; T. M. Moe, 2015). Vested interests are particularly prevalent in Japan, especially in the
energy sector (Kingston, 2012). Bureaucratic policy making in Japan gravitates toward
compromise rather than direct and public confrontation, which leads to the pursuit of solutions
behind closed doors. This is a by-product of the structure of Japanese bureaucracy. The
government is divided into ministries, and each ministry oversees a particular industry’s
development. Thereby, sector-specific interests often influence the decision-making processes
within both the bureaucracy and the ruling party. This also acts to render industry interests more

politically effective over consumer interests (Okuno-Fujiwara, 1991). Additionally, all such
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ministries are shadowed by committees of the LDP’s policy research division (Policy Affairs
Research Council — PARC) covering different industries, such as transportation, manufacturing,
telecommunication, agriculture, finance and so on (Okuno-Fujiwara, 1991). LDP representatives
specialise in a particular policy arena and accumulate seniority alongside becoming entwined
within webs of interconnected vested interests due to their long-term exposure to a particular
policy realm. Leveraging experience, expertise, and networks within vested interests and pertinent
bureaucratic agencies, PARC emerges as a key actor within the core of the Japanese policy making
framework (Krauss & Pekkanen, 2011). Policy decisions are typically deliberated among the
ruling party's experts and bureaucratic officials. Conflicts arising from industry-specific interests
are often resolved through closed negotiations involving ministries and legislators from PARC
committees. This negotiation process fosters cooperation among industry representatives to pursue
mutually acceptable solutions and consensus (ibid). This tendency, combined with the absence of
an open and transparent decision-making process, renders the policy-making process and its

implications less clear and transparent.

2.3.1. Vested interest in Renewable Energy

Sector-specific interests also often influence the decision-making processes in policies related to
climate change or renewable energy implementation. METI’s effort in supporting emerging
industry through allocation of resources and emphasis on research and development, as well as
investment subsidies contributed to the solar photovoltaic (PV) market development in Japan in
the 1990s and early 2000s (Kimura, 2009). The Japanese PV industry, with the collaboration of
MITI, worked towards commercialising solar power generation, ensuring the reliable supply of
grid-connected PV systems (Yu et al., 2016). Various policy measures, including simplified

administrative processes, technical standards, net-metering systems, and investment subsidies for
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residential PV systems, were implemented to promote grid-connected PV systems. Lobbying
efforts from the PV industry influenced political support for these policy actions. The government
spending for solar PV commercialisation from 1974 to 2002 reached 1.3 trillion yen, and Japan’s
global PV production share exceeded 40% by the year 2000 (Chowdhury et al., 2014; Kimura,
2009). However, after the termination of the subsidy program, Japan began to lose its advantage
and its global cumulative installed PV share decreased to 7.3% in 2011 (ibid). There was a limit
to renewables expansion due to the intricate web of vested interest among energy utility companies
and METI (E. Moe, 2011). The ten regional utility companies had monopolies over electricity
production, distribution and transmission until the electricity market liberalisation in 2016. The
Federation of Electric Power Companies of Japan (FEPC) strongly lobbied against any
liberalisation attempts required for greater expansion of renewable energy, and METI favoured the
interest of FEPC. Instead, FEPC advocated for the expansion of nuclear and coal fired power plants
that better fits the system of monopolies. Solar PV industry have partially consolidated its own
position in the energy industry, largely benefitting from the introduction of Feed-in Tariff program
in 2012 which rapidly increased the solar PV capacities in Japan (Wen et al., 2021). Other sources
of renewable energy, especially wind, stood outside of the vested interest due to incompatibility
with the utilities” monopoly system and have negligible share in the energy mix of Japan. The
degree of structural changes required is far greater for wind than for solar, as wind power produced
by independent power generators requires priority access to the grid, which essentially create
competition against the utilities. As such, opposition from powerful actors in the energy industry,
with the backing of METI, was able to obstruct structural economic changes at the expense of

climate change mitigation.
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2.4. Intra-ministerial Conflicts over Climate Change Policy

Japanese decision-making process is frequently depicted as a tripartite power elite model,
characterized by three primary centres of influence: the central bureaucracy, the governing political
party, and major business organizations. Together, they create an 'iron triangle,' operating through
interconnected human networks and collaborating to marginalize other actors from political
influence (Colignon & Usui, 2001). While the central bureaucracy undeniably holds considerable
power in Japan, it is also fragmented into ministries and agencies with diverse interests (Pempel,
1992). The disagreements between ministries regarding climate change policy are particularly
evident in the conflicts between the Ministry of Environment (MOE) and the METI (Kameyama,
2016). The interests of ministries often operate independently of each other. For instance, MOE
seeks to advance the climate change agenda while aiming to expand its administrative authority
over energy and fiscal policies, which fall under the jurisdiction of other ministries. Conversely,
the METI prioritizes safeguarding and fostering activities related to Japanese industry and
businesses, including the task of securing energy resources. The Ministry of Foreign Affairs
(MOFA) is focused on enhancing the country's image and reputation in negotiations with foreign
partners, with global decarbonization discussions serving as a crucial component of its soft power
diplomacy. Meanwhile, the Ministry of Land, Infrastructure, Transport and Tourism (MLIT) shares
responsibility with METTI for establishing energy efficiency standards for buildings, homes, and
vehicles, as well as reducing greenhouse gas emissions from air and marine transport. MLIT also
must navigate the challenge of not overly burdening transportation industries with energy
consumption reduction measures. Additionally, the Ministry of Finance (MOF) is concerned with

increasing the annual budget, decreasing annual spending, and securing financial resources for the

24



costly socio-economic transition necessitated by climate change, all while contending with a

worsening budget deficit (Kameyama, 2016:11).

2.5. A Historical Overview of Japanese Climate Policy

Japanese climate policy has also been long captured by the iron triangle of ministries, LDP and
industry associations. Since the oil shocks in the 1970s, MITI and the Agency for Natural
Resources and Energy (ANRE) have framed climate change as an energy issue, without
meaningful interference from other ministries. The main concern of government ministries was to
meet the growing demand for energy without impeding economic development, and energy policy
goals have been set in cooperation with the industry (E. Moe, 2011). The resulting legislations
were often lenient and based on voluntary participation, without coercive measures to limit
industrial emissions. The emergence of climate change problem was a result of external pressures
from international political processes in the 1990s and 2000s, as well as ‘shocks’ to the system
from an environmental-technical disaster in 2011. Energy policy took priority over climate change
policy, and without a meaningful political leadership on the international and domestic stage alike,

Japan failed to follow the shifting paradigm on decarbonisation.

2.5.1. The emergence of the Climate Change Problem in Japan

Kameyama shows that the first gradual move towards environmentally sound policies by Japan
was a result of a combination of two factors (Kameyama, 2016: 26-28). First, by the 1980s, Japan
has become a major world economy, with a high standard of living, alongside an increased
domestic consumption and polluting industrial activities both within its borders and abroad.
Second, Japan as a major economic power was ‘expected’ by other countries to make an

‘international contribution’ to global causes. Political leaders perceived climate change as an ideal
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agenda both domestically and diplomatically. Domestically, LDP politicians faced accusations of
various scandals, leading to a loss of credibility among the public. Addressing global
environmental challenges presented an opportunity to rehabilitate their tarnished reputation and
regain political influence. Internationally, Japan had faced criticism for prioritizing economic
issues over security concerns. Addressing global environmental challenges offered a platform for
Japan to demonstrate its technological and financial prowess and make a substantial contribution
to the international community. This approach was welcomed by the MOFA, which sought to
pursue more proactive foreign policy initiatives. It also aligned with the Environmental Agency's
objectives of finding new roles after successfully addressing local industrial pollution issues. For
instance, the question of global environmental change was still in its infancy when Japan made a
substantial financial contribution to establish the World Commission on Environment and
Development (WCED) in 1984 under the United Nation’s (UN) General Assembly. The final
report published by the WECD in 1987, “Our Common Future”, or also known as the Brundtland
Report, has since become known as the first influential document that coined the term ‘sustainable
development” (WCED, 1987). Such international contributions were considered as a crucial

method for solidifying Japan’s status in the international community.

The initial efforts to establish domestic greenhouse gas (GHG) emission targets and place a greater
emphasis on climate change policy were also influenced by shifts in the international
understanding of environmental change. The discussion for setting targets for GHG emission
reductions took place exclusively inside the central government, among MITI, ANRE and EA
(Environment Agency, predecessor of MOE). In 1990, the Diet adopted the Action Program to
Arrest Global Warming (also known as the Global Warming Action Plan), which established a

two-tier target for CO2 emissions. The first tier aimed to stabilize carbon emissions per capita by
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the year 2000 and beyond at the 1990 level, while the second tier focused on developing innovative
technologies to further stabilize emissions at this target. The tiered system also reflects a
compromise among ministries and a push by the EA to enable the adoption of more ambitious

targets.

Japan ratified the United Nations Framework Convention on Climate Change (UNFCCC) in May
1993. The Convention demanded that Annex I countries “adopt national policies and take
corresponding measures on the mitigation of climate change” (Article 4.2(a)). Japan enacted the
Basic Environment Law in November 1993. The new law covered not only climate change, but
also other areas of environmental policies including pollution control and nature conservation
(Kameyama, 2016). The Law also designated responsibilities for the national and local
government, corporations and citizens. In essense, all stakeholders are obliged to “take some action
toward an environmentally sound future” (ibid: 36), however, provisions regarding economic
measures or concrete elaboration on the policies and measures to reach emission stabilisation were
either ambiguous or missing. Overall, both the Basic Environment Law and the Global Warming
Action Plan lacked substantive enforcement mechanisms to compel the relevant ministries and
agencies to implement more comprehensive policies and measures aimed at effectively reducing

GHG emissions.

2.5.2. The Kyoto Protocol and Failure in Global Climate Leadership

The adoption of Kyoto Protocol was presented as a significant success for the Japanese
government and its foreign policy. Adopted at COP3 in 1997, it was the first international treaty
on GHG emission reduction with legally binding targets for developed countries. However, it was
also a failed attempt at securing an international climate leadership role as a result of intra-

ministerial conflicts, lack of domestic political leadership and ambitious targets. The adoption of
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the Kyoto Protocol (KP) also marked the beginning of Japan's long-term challenge with meeting
the 6% emission reduction target between 2008 and 2012. KP can also be seen as an ‘external
pressure’ by the international community to move towards more stringent targets than initially
planned by the government. Yet, Japan has failed to take profound actions to alter the structure of
economy and industry. Rather, Japan focused on enacting laws that emphasised voluntary

participation in GHG emission reduction.

During the lenghly negotiation process leading up to COP3’, Japan initially advocated for emission
stabilisation targets rather than reduction targets, and tried to position itself as ‘middle-power
country’ in managing the positions taken by the United States (US) and other developing countries
(Kameyama, 2016). Kameyama contends that Japan lacked the necessary capacity to assume a
strategic leadership role in multilateral affairs, primarily because political leaders were
predominantly focused on domestic matters. Additionally, ministries, particularly MOFA and
MITI, regarded the US-Japan alliance as the cornerstone of Japanese foreign and trade policy. As
COP3 negotiations were reaching a conclusion, Japan agreed to set an emission reduction target,
and even increase the target from 5% to 6% from 1990 levels during the first commitment period
(from 2008 to 2012) due to pressures from the EU and developing countries (Kameyama, 2016:60).
However, meeting the KP’s legally binding 6% emission reduction proved challenging, national
emissions increased by 1.4% above 1990 levels, necessitating an 8.4% offset through forest CO2
sequestration and overseas emission credits (Kuramochi, 2015:1321). While carbon credits are
permissible under the KP, these measures positioned Japan on a noticeably lagging trajectory. The

Japanese government seemed reluctant to create stringent policies to achieve 6% emission

' Commonly known as the Ad Hoc Group on the Berlin Mandate (AGBM). In total, eight AGBM meetings were
held between 1995-1997.
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reduction domestically. This was further underscored by Japan's refusal to commit to the KP
second commitment period, citing withdrowal of US as a main reason, and advocating for
universal participation in emission reduction efforts during COP16 in 2010. As the Clean
Development Mechanism established under KP for trading emission credits plummeted after the
conclusion of the first commitment period, Japan continued to advocate for bilateral alternatives
in the form of voluntary carbon markets (VCM) and Joint Crediting Mechansim (JCM) in the most

recent COP meetings (Ahonen et al., 2022:238).

2.5.3. Climate Laws without Enforcement

Soon after the COP3, the Act on Promotion of Global Warming Countermeasures (1998 Law)?
was enacted. Designed to serve as the cornerstone of Japanese climate policy, this legislation
outlined a broad framework for tackling climate change. It delineated the roles and responsibilities
of various stakeholders, including the central government, local authorities, businesses, and
citizens. The 1998 law mandates the creation of a Kyoto Protocol Target Achievement Plan, which
the government must develop to fulfill its international commitment for the initial commitment
period for a 6% reduction. Local authorities are also mandated to decrease emissions based on
their unique environmental and social circumstances as outlined in the law. Rather than prescribing
precise policies and measures, the 1998 Law mandates the government to formulate a
comprehensive plan incorporating policies and measures proposed by relevant ministries

(Takamura, 2015).

2 HIOR BB X SR DHEEIZBI 9 5 1A, Act No. 117 of October 9, 1998,
https://www.japaneselawtranslation.go.jp/en/laws/view/4479
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The 1998 Law and Japanese climate policy in general shows tendency of focusing on voluntary
initiatives (Takamura, 2015:38). In one of the most influential environmental policy literature
‘Talking with the Dokey’, Harrison classified government tools and programs along a continuum
of an increasing degree of coerciveness (Harrison, 1998). Ranging from less coercive approaches,
such as incentive-based and voluntary strategies, to more coercive methods, including regulatory
command-and-control measures, this framework offers a heuristic model for classifying three
primary models and enables the creation of policy blends incorporating elements from each.
Regulatory tools (sticks), economic incentives (carrots), and information-based strategies

(sermons) gained significant traction within environmental policy.

Decision makers might select particular instruments for various reasons, but these rationales ought
to be aligned with the two primary objectives of decision-making: striving for effectiveness and
fostering a collective understanding or consensus (Capano & Lippi, 2017). Hence, the choice of
policy instrument can also be indicative of the decision makers’ potentially conflicting priorities
and values. Japanese climate policy seem to use only one method, eventhough it is argued that
employing a combination of policy instruments are more effective for environmental policy,
especially in contexts marked by uncertainty and governance complexity (Pacheco-Vega, 2020).
For instance, avoiding coercive regulation (sticks) proves disadvantageous when economic or
persuasive instruments are less effective or challenging to implement. Regulation as a policy
instrument is showed to hold significance, particulartly in situations where its effectiveness can be
enhanced by robust legal frameworks. Combining different policy instruments can fulfill multiple
objectives. They aid in addressing distinct aspects of a particular public policy issue across diverse
demographics. Additionally, these mixes may facilitate the simultaneous addressing of multiple

angles of the same policy, spanning various sub-sectors or geographic places. Ultimately, they
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assist in resolving interconnected policy challenges across different sectors or areas (Capano &
Lippi, 2017; Taylor et al., 2012). The legislative changes following the KP did create measures
that could effectively produce a complex mix of climate policy. Rather, years of inaction in
renewable energy expansion and advocation for nuclear power continued under the LDP

government until 2009.

2.6. The Fukushima Disaster and Reconsideration of Japan’s Energy
Policies

In the 2009 general elections, the Democratic Party of Japan (DPJ) secured a resounding victory
over the ruling Liberal Democratic Party (LDP). This electoral outcome stands as the most
significant defeat for a governing party in modern Japanese history. It was only the second instance
since its inception in 1955 that the LDP failed to establish a government post-election, and notably,
the first time it relinquished its position as the largest party in the lower house. This seismic
political shift not only reshaped the landscape of national politics but also catalysed a reevaluation
of climate policy, paving the way for more innovative and ambitious plans in this domain.
However, the Great East Japan Earthquake and tsunami, and the subsequent nuclear meltdown of
three reactors at Fukushima Daiichi nuclear power plant in 2011 swept away a short-lived rise in
progressive climate change policy. The growing energy security concerns further eclipsed climate
policy, and resulted in a decade of growth in fossil fuel consumption. As such, preparations for the
era of decarbonisation in the 2010s were lost, and policies were redirected to reconsolidate the pre-

Fukushima conditions instead of structural changes for a new economic system.
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2.6.1. Double U-Turns

2010s were turbulent years for Japanese domestic politics and energy policy alike. The DPJ
government have set ambitious GHG emission reduction targets in its 2010 Basic Energy Plan
aiming for a 30% reduction in CO2 emissions by approximately 2030 and doubling of Japan’s
energy self-sufficiency ratio to 40%, primarily through the construction of 12 new nuclear plants
alongside the existing 54 (Duffield & Woodall, 2011). The Basic Act on Energy Policy® mandates
METI to develop the Basic Energy Plan every three years, which is then endorsed by the cabinet,
establishing the fundamental directions for national energy policy in accordance with the principle

of “3E” (energy security, economic efficiency, environmental protection).

The DPJ government also attempted at enacting a legally binding Basic Act on Global Warming
Countermeasures® (GW Basic Act). The GW Basic Act aimed to create legally binding targets for
greenhouse gas (GHG) reduction, including an 80% reduction by 2050 and a 25% reduction by
2020, relative to 1990 levels. This legislative effort included the implementation of measures such
as a carbon tax, a national emission trading system (ETS), and a comprehensive renewable energy
Feed-in Tarrif (FIT) system. However, the bill never passed a Diet due to strong opposition from
from the business community and remained unfinished in July 2010, when the DPJ suffered losses

in the upper house elections (Duffield & Woodall, 2011; Kuramochi, 2015).

Undeniably, one of the most important turning points of Japan’s climate policy is the nuclear
accident of Fukushima Daiichi power plant following the Tohoku Earthquake and tsunami in

March 2011. Nuclear power accounted for about 26% of electricity production in Japan before the

8 T3 ILF —BEREAE, Act No. 71 of June 14 of 2002, Article 12
https://www.japaneselawtranslation.go.jp/en/laws/view/3818

* Ministry of Environment Overview of the Bill of the Basic Act on Global Warming Countermeasures,
https://www.env.go.jp/en/earth/cc/bagwc/overview_bill.pdf
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earthquake from a total of 57 nuclear reactors. By 2014, all nuclear reactors were provisionally
shut down, and 24 units were selected to be decomissioned as a result of tighter security measures
(Japan Electric Power Information Center, 2022). The public perception around the safety of
nuclear power shifted quickly, and the DPJ government introduced the Renewable Energy Act,
officially known as the Act on Special Measures Concerning Procurement of Electricity from
Renewable Energy Sources by Electricity Utilities.® It was passed by the Diet in August 2011 and
enacted in July 2012 and stands out as one of Japan's most effective legislative initiatives for
promoting renewable energy. This law mandates electric utility operators to purchase all electricity
generated from most renewable energy sources. However, exceptions are permitted for wind and
solar photovoltaic (PV) electricity uptake onto the grid by facilities larger than 500kW, for a
maximum of 30 days per year without compensation, aimed at maintaining grid stability during
periods of supply exceeding demand (Kuramochi, 2015). Under the FIT scheme, power companies
were obliged to purchase electricity generated from renewable sources at a fixed price (solar for
10-20 years, geothermal for 15 years, wind, small-scale hydro and biomass for 20 years). Electric
utilities levy surcharges on electricity users to cover the costs of purchasing renewable energy
(Renewable Energy Institute, 2017). The scheme initially offered high tariff rates (JPY42/kWh for
ten years) which significantly incentivized solar installations, especially in non-household
facilities exceeding 10kW. From 2012 to 2014, Japan saw an additional 12GW of renewable
electricity capacity become operational, with solar PV accounting for 98% of this capacity
(Kuramochi, 2015). Prior to the FIT scheme, Japan's renewable power capacity was only 20GW.

The proportion of renewable energy in overall power generation rose from 10% in 2012 to 18.6%

SEREEEICLIBEAREIXNLFT—BEX[OREEICET 2555 E X, Act No. 108 of August 30, 2011
https://www.japaneselawtranslation.go.jp/en/laws/view/3235
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in 2019 (IEA, 2021:91). However, this growth failed to compensate for the decline in nuclear
generation. Instead, there was a resurgence in fossil fuel usage, characterized by the reactivation
of older coal and natural gas power plants, alongside the construction of new thermal facilities

(Kameyama, 2016; Ohta & Barrett, 2023).

Follwing the Fukushima disaster, debates around the role of nuclear power took centre stage in
energy policy. The cabinet ordered research institutes to create model scenarios for reducing or
phasing out nuclear from the energy mix, and the government conuducted polls and collected
comments to increase public participation in the decision making process (Kameyama, 2016:134;
Ohta, 2020:14). The Fukushima disaster also offered justification for Japanese authorities to
pursue significant policy changes within the energy sector. Prime Minister Naoto Kan (2010-2011),
representing the DPJ, aimed to leverage the disaster to steer Japan towards renewable energy
sources. Nonetheless, the catastrophe also presented a potential avenue for policymakers to steer
in the opposite direction, diverting public focus from climate change towards more pressing
concerns such as ensuring a stable energy supply and enhancing nuclear safety measures. The
crises response by the DPJ government was seen inadequate by the public, and the general
elections in 2012 brought back LDP in a landslide victory, resulting in a second U-turn in energy

policy.
2.6.2. “Abenergynomics”

LDP returned to power in 2012, and Prime Minister Shinzo Abe ordered the government to
reconsider Japan’s energy and climate policy from scratch. The 2014 Basic Energy Plan marked a
significant shift, emphasizing the inclusion of safety (+S) as a cornerstone of national energy
policy (Kuramochi, 2015). Departing from the DPJ government's 2012 Innovative Strategy, which

proposed a phased reduction of nuclear power, the 2014 plan advocated for the prompt restart of
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existing nuclear plants upon approval from the Nuclear Regulation Authority. While not specifying
the future energy mix, the 2014 plan encouraged the expansion of coal-fired power plants both
domestically and internationally, while streamlining the environmental assessment process for

their new constructions (METI, 2014).

Incerti and Lipscy (2021) coined "Abenergynomics" to refer to a collection of policies crafted to
support the economic aims of Abenomics, often with less consideration given to other factors such
as public sentiment, opposition from utility companies, or environmental implications. According
to Incerti and Lipscy, Prime Minister Abe's primary focus was on implementing policies conducive
to economic expansion, and climate change mitigation actions were not among the priorities of the
Abe government. In alignment with this objective, the bureaucratic power struggle between MOE

and METI, which had favored MOE during the DPJ government, was resolved in favor of METI.

The primary thrust of “Abenergynomics” was on maintaining or reducing energy costs for
consumers, fostering competition in electricity distribution, and implementing industrial policies
aimed at bolstering sectors with internationally competitive advantage, such as hydrogen (Incerti
& Lipscy, 2021; Trencher & Van Der Heijden, 2019). There was comparatively less emphasis on
initiatives to facilitate decarbonization, although the government generally expressed support for
international climate change action. Abe's administration reaffirmed its commitment to nuclear
and coal-fired power plants while weakening the FIT system. Japan showed reluctance towards
ambitious measures to promote energy conservation, such as an emissions trading scheme or a
substantial carbon tax. Furthermore, Japan's long-term decarbonization targets for the energy
sector lagged behind those of Western counterparts. This became especially evident when Japan
presented its intended nationally determined contribution in 2015 prior to COP21 in 2015, which

set out an emission reduction target of 26% by 2030 compared to 2013 (MOE, 2015).
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3. Recent developments in Japanese climate policy

Japan suddenly changed the course of climate policy in October 2020, when PM Suga announced
a new target for carbon neutrality by 2050.° In April 2021, an interim target was announced, aiming
at 46% emission reduction by 2030 relative to 2013 levels. This change is especially a significant
compared to the conservative emission reduction targets announced in the Paris Agreement (26%
reduction relative to 2013) and the cautious energy policy dictated in the 5™ Strategic Energy Plan.
Furthermore, the government revised the Act on Promotion of Global Warming Countermeasures
(1998 Law) to give legal foundation for decarbonisation by 2050.” This drastic change was
welcomed by environmental NGOs, academics, and the renewable energy industry both in Japan
and abroad. Considering Japanese policy makers’ avoidance of drastic changes, it raises the

question of how the decarbonisation pledge was made possible.

Figure 1: Changes in emission reduction targets
Target year | DPJ - COP15 (2009)* INDC (2015) Suga declaration (2020)
2020 25% - -
2030 - 26% 46%
2050 60% 80% carbon neutral

Source: Kameyama (2016), METI (2014, 2021a). *DPJ’s emission reduction targets are relative to year
1990, whereas 2015 and 2020 targets are calculated with 2013 being the base year.

3.1. Electricity market reform

The electricity market liberalisation in 2016 enabled new entries into the retail electricity business,
and gave consumers the freedom to choose their electricity retailers. The electricity market reform

was a significant yet necessary step to adapt to a post-Fukushima energy landscape, as well as the

& Policy Speech by the Prime Minister to the 203rd Session of the Diet, October 28, 2020, Kantei,
https://japan.kantei.g0.jp/99 suga/statement/202010/ 00006.html
7 HIERRBE L X SR DO HEE (Z BT B i, Article 2-2, https://www.japaneselawtranslation.go.jp/en/laws/view/4479
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resulting change in industry structures and their relationship with the government. The vested
interest of regional electric utility companies was challenged by the rise of competition, and some
disintegration started within the FEPC and METI. Subsequently, this market reform led to some
positive developments in terms of decarbonisation policy making, albeit induced by energy

security concerns and market constraints (necessity) rather than climate change policy itself.

The grid capacity in Japan poses a significant challenge for the future of the FIT scheme,
particularly in areas with high renewable production but low demand due to the vertically
integrated regional electric utilities and limited interconnection capacity between regions. In 2014,
two years after the implementation of FIT system, four regional electric utilities (Kyushu,
Hokkaido, Shikoku, Tohoku EPCOs) announced a suspension of grid connection applications for
solar PV installations larger than 10kW, despite these areas having the highest potential for
renewable energy production in Japan. The utility companies argued that there was a lack of power
grid capacity to receive electricity genrated by renewable energies. The fundamental problem is
the decision-making power held by regional power electric utility company in deciding the volume
of different sources they allow to connect with the grid (Ohta, 2020). As part of a wider electricity
market reform post Fukushima, the Organization for Cross-regional Coordination of Transmission
Operators (OCCTO) was established in 2015 to facilitate enhanced cross-regional grid operation.
The OCCTO's responsibilities encompass demand-supply equilibrium and grid planning,
upgrading transmission infrastructure (such as frequency conversion facilities), and overseeing
grid operations across various power company domains to foster improved integration of
renewable energy sources (Ichinosawa et al., 2016). Kucharski and Unesaki (2018) show that there
have been positive institutional changes as a result of this policy reform. While the government

continues to shape policies for the energy transition thorugh the Strategic Energy Plan, Kucharski
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and Unesaki argue that the political-bureaucratic-corporate "iron triangle," or the "nuclear village"
no longer hold significant sway over energy policies and markets, particularly following the
gradual market reforms post-Fukushima disaster. The energy sector now functions within a more
complex framework, where the governance of Japan's energy transition entails a greater degree of
interaction and decision-making among a broader spectrum of energy-related institutions

compared to earlier times.

3.2. Overview of 5™ and 6™ Basic Energy Plan

There are fundamental differences between the three Basic Energy Plans published by ANRE in
the past one decade. The 4™ Basic Energy Plan published in 2014 by the returning Abe government
emphasised the security of supply concerns and encouraged the expansion of coal fired power
plants to replace the baseload capacity lost to the shutdown of nuclear plants. The 4% plan was
published before Japan submitted its Intended Nationally Determined Contributions (INDC) to the
UNFCCC prior to the Paris Agreements in 2015. In other words, METI established the energy mix
for 2030 without setting targets for GHG emission reduction, and the resulting 26% reduction by
2030 was merely a ‘realistic’ calculation of what is achievable through the advancement of energy
efficiency measures (Sofer, 2016). This largely limited the tools and potential for significant
emission reduction. The 5% Basic Energy Plan included some cautious moves towards increased
renewables and decarbonisation, but rather focused on energy security issues in the post-
Fukushima years. More drastic changes that reflect the international and domestic impetus for
decarbonisation became evident in the 6" Strategic Energy Plan in 2021. The 6 energy plan
reflects on the Suga declaration of carbon neutrality and sets out a roadmap for cutting emissions
by 46% by 2030 and achieving net-zero in 2050. Essentially, the 6" plan was the first energy plan

that was a result of a political leadership for climate change policy, initiated by the Cabinet rather
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than the bureaucracy. The 4™ and the 5 plan, on the other hand, were technocratic calculations by

the METI and ANRE meant to preserve the dominant energy system in Japan.

The international energy arena changed significantly since the 5" Basic Energy Plan was published
in 2018. The Covid-19 pandemic, the Russian invasion of Ukraine, and growing international
ambitions to decarbonise the economy substantially influenced the prices of fossil fuels and altered
previously established energy trades. The 6" Energy Plan underlined the importance of energy
policy for decarbonisation, as energy sector accounts for more than 80% of GHG emission in Japan
(METI, 2021a). In the power sector, alongside employing decarbonized energy sources like
renewables and nuclear power already in practical application, the 6" Energy Plan aims to advance
further decarbonization efforts by driving technological innovations in thermal power, such as
utilizing hydrogen/ammonia, CCUS, and carbon recycling. For non-power sectors, the Plan
advocates for electrification using decarbonized power sources. Hydrogen and synthetic fuels will
be deployed to decarbonize industrial sectors reliant on high-temperature processes that are
challenging to electrify. The 6™ Plan also revised the “Outlook for Energy Supply and Demand
2030 established in 2015. The new outlook envisions a 59% non-fossil source of energy, an
increase from the 2015 figures of 44% (renewables 36-38%; nuclear 20-22%) and 41% share of

fossil-based energy, decreased from 56% (20% LNG; 19% coal; 2% oil).
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Figure 2: Current power generation structure and new energy mix
under 6th Basic Energy Plan
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Source: ANRE (2022)

The Suga Cabinet’s Growth Strategy Council officially backed a creation of a government plan
that identifies key industries and challenges for realising carbon neutrality by 2050, and in June
2021 METI with collaboration of other ministries, published the “Green Growth Strategy through
Achieving Carbon Neutrality in 2050” (METI, 2021b). According to this plan, 50-60% of
electricity demand will be generated by renewables in 2050. The previously neglected wind power
capacity will generate 30-45 GW by 2040, which is around ten-fold increase compared to 4.8GW
produced in 2022 (Watanabe, 2022). The plan states that nuclear and coal power plants equipped
with carbon capture and storage (CCS) technology will account for approximately 30-40% of the
energy demand, with the remaining 10% met by hydrogen and ammonia plants. The New
Technology and Industry Development Organisation (NEDO) established a two trillion-yen Green

Innovation fund (GI fund). The GI fund can be used by private companies engaging in innovative
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R&D in technologies for offshore wind power, next-generation solar cells, hydrogen and ammonia

supply chains or CCUS8.

3.3. Overview of Green Transformation Strategy

Following the resignation of Suga and the inauguration of Kishida’s new cabinet in October 2021,
the prime minister established the GX (Green Transformation) Implementation Council. The
Kishida administration adopted the “Basic Policy for Realization of Green Transformation” (GX
Basic Policy) in February 2023 (METI, 2023), and the Diet adopted the “Bill on the Promotion of
a Smooth Transition to a Decarbonized Growth-Oriented Economic Structure” (GX Promotion
Bill). The Green Transformation (GX) refers to the transformation of a fossil dependent economic
and societal structure, aiming to drive economic growth and development through emission
mitigation. It entails a 150 trillion JPY (approximately 1 trillion USD) of private and public

investment over the course of 10 years. The GX consists of five key initiatives:

1. Growth oriented carbon pricing

2. Integrated regulatory and assistance promotion measures

3. New financing methods

4. International development strategies and leadership in the Asian region

5. Development of GX league

8 METI Green Innovation Fund. [Accessed 13 May 2024]

https://www.meti.go.jp/english/policy/energy environment/global warming/gifund/index.html

Pk SRR AR BB E~ DB A BITOHEEIZET§ 557, Act No. 32 of February 16, 2023. [Accessed 13
May 2024] https://elaws.e-gov.go.jp/document?lawid=505AC0000000032
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1. Growth oriented carbon pricing

The GX Basic Policy highlights that industrial competitiveness needs to be maintained, while
adhering to international norms and commitments for decarbonisation. The upfront investment
support, in the form of GX Transition Bonds, is to be issued for investments in industry
decarbonisation worth 20 trillion JPY for 10 years. To incentivise emission reduction, GX
introduces carbon pricing in the form of Emission Trading Scheme (GX-ETS) and carbon
surcharge (GX-Surcharge). The participation in GX-ETS would be on a voluntary basis, with
businesses setting their emission reduction targets themselves. The auctioning of the allowances
would begin in FY2033. The GX-Surcharge would only be introduced in FY2028, with an initial

low price that would later be increased.

2. Integrated regulatory and assistance promotion measures

The government is establishing long-term targets and commitments as an initial strategy, with
supportive measures to follow through the integration of regulatory updates and systematic support.
Public financial support will be prioritized for sectors where investments are challenging for the
private sector alone and where such investments enhance both industrial competitiveness and
emission reductions. These include technological R&D, streamlining regulations and frameworks,

or supply- and demand-side support for emission reduction.

3. New financing methods

Transition finance represents a financing strategy aimed at assisting companies in implementing
long-term changes to achieve carbon neutrality. Investment support for transition technologies
such as ammonia, LNG and CCUS and technology diffusion through fostering successful

transition technologies, as well as formulating guidelines for transition are part of transition
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finance. Furthermore, it aims to extend financing outreach by improving sector-specific

technology roadmaps and taking steps to attract private investors.
4. International development strategies and leadership in Asia

Japan aims to actively contribute to the GX in the Asian region. The Asia Zero Emission
Community (AZEC) initiative serves as a regional platform aimed at offering diverse support,
coordinating policies, and advancing energy transition efforts across Asian countries. It seeks to
promote practical approaches to decarbonization while concurrently safeguarding energy security.
Furthermore, the Asia Energy Transition Initiative (AETI) framework is designed to facilitate the
development of a roadmap towards achieving net-zero GHG emissions. It aims to support
financing activities for transition technologies and projects in alignment with the Asia Transition
Finance Guidelines and other pertinent schemes. Additionally, it will endorse programs aimed at
cultivating expertise in decarbonization technology and fostering talent in related fields. Moreover,
Japan aims to bolster the utilization of the Joint Crediting Mechanism (JCM) through the
expansion of partner countries participating in the JCM, as well as by strengthening its
implementation framework. These are part of a larger plan to develop green markets in which

Japanese technologies in carbon removal, hydrogen or next-generation nuclear plants can be

diffused.

5. Development of GX League

GX League is a forum for cooperation between a group of companies and the government,
universities, and academic institutions, established in 2022. The corporate members of the League
participate in voluntary emission reduction with targets for 2030 and aim for carbon neutrality by

2050. Furthermore, it acts as a basis for the trial period of ETS launched in 2023. The members
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are encouraged to decarbonise their supply chain, as well as strive for the creation of green markets.

Currently the League has 747 members and covers over 50% of GHG emissions in Japan'®.

® METI, March 27, 2024. “From FY2024, 179 Companies Newly Participate in the GX League, Bringing the Total
Number of Participants to 747" [Accessed 14 May 2024]
https://www.meti.go.jp/english/press/2024/0327 003.html#:~:text=1..have%20participated%20in%20the%20league.
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4. Qualitative analysis

This thesis has so far demonstrated the key characteristics of Japanese climate policy and

governance through the literature review and the analysis of recent developments in climate policy.

The first research question [What are the characteristics of Japanese climate policy framework?]

can be answered as the following:

The Japanese climate policy has long been captured by the ‘iron triangle’ of LDP-
bureaucracy-industry association. Climate policy has been delegated to METI, which in
turn strategically blended it with and subordinated it to energy policy, with the primary
objective to support their industrial clients.

Climate change policy was never assigned a political significance by the government, and
some leadership attempts failed due to inadequate political backing or shocks to the
domestic politics.

The focus on energy security and safety has become the prime objective of Japanese
government following the triple disaster in 2011, and climate change concerns were
eclipsed by the need to supply energy, even if that meant a rising share of fossil fuels in the
energy mix.

Recent changes in policies for decarbonisation are a result of international political
pressure as well as businesses’ reaction to a changing global market. The net-zero
declaration in 2020 indicates a sign of political leadership, however, the subsequent policy

direction is increasingly focused on technical fixes by a centralised bureaucracy.

However, more profound qualitative research is required to answer the remaining two research

questions, and to give more depth to the first question. These questions are difficult to be answered
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through an analysis of ministry documents and industry reports, as it deals with the process of

knowledge and policy making which are inherently opaque and complex in Japan.

The remaining two questions ask:

=  What is the role of METI in orchestrating Japanese climate policy, how does it create and
sustain dominant narratives on decarbonisation?

= How does the process of policy making repress contestations and manufactures consensus?

4.1. Methods

The qualitative research includes ten semi-structured interviews conducted in May 2024 with
representatives from academia (3), think tanks (3), government ministries (2), an industrial
association and a local municipality. The interviews lasted from 45 minutes to one hour, conducted
online and in person in Tokyo Metropolitan Area. Permissions for audio recordings were granted
prior to the interviews (except for one), and the transcripts of the interviews were anonymised to
protect personal information. The interviews were thoroughly analysed and coded using a
qualitative data analysis software (Atlas.ti). The emerging topics were then categorised by themes
and are presented in the following section. The list of sample questions can be found in the

Appendix.

4.2. Limitation

There are inherent biases introduced to any qualitative research stemming from the positionality
of the author, design of the interview, as well as the selection of interviewees. The initial goal of
this study was to interview a wide array of people from different stakeholder groups, with an aim
of reaching 20 to 30 interviews. However, it proved difficult to reach the desired number of

interviews due to limitations in time, resources and language barriers. Interview requests were sent
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out in English, and most were unreciprocated. Those who responded and agreed to take an
interview had sufficient abilities to discuss a complex issue in English, which further limited the
number of interviews. Moreover, only one government ministry and its agency (METI and ANRE)
were interviewed, which limits the analysis from the side of national government, especially the
lack of insights from MOE posits a challenge to the analysis. Furthermore, the study was unable
to include any civic organisations or NGOs, which limits the analysis of public engagement in
climate policy making. Nonetheless, the ten interviews provided a sound basis for answering the
research questions and reaching a sensible conclusion on Japanese climate change policy and

governance.

47



5. Results and Discussion

5.1. “Energy Policy is Industrial Policy”

Eikeland and Saverud (2007) argued based on a study conducted among European countries’
renewable deployment that the ambitiousness of a country’s renewable energy policies mirrors the
seriousness of its energy problems. Hence, in theory, Japan should have ambitious renewable
energy policy considering its severe energy dependency and the experience of a nuclear disaster.
However, there are different theories for explaning the inaction of Japanese government in climate

change policy.

Scholars have long pointed out that climate change is conceptualised as part of an energy problem
in Japan (Luta, 2011; E. Moe, 2011). It is partially due to the high share of CO2 emission
originating from the power sector in Japan, and energy security being placed a high priority since
the oil shocks in the 1970s. Energy policy has been framed in terms of meeting the growing
demands from the industry without impeding economic growth. It is however not a Japanese
specificity to try to link clean energy transition with economic growth. Both the EU Green Deal
and US Inflation Reduction Act is based on the premise that deep decarbonisation is financially
and technically feasible, and also expected to bring economic benefits and increase international
competitiveness (Arent et al., 2017; Heal, 2022; Tagliapietra et al., 2019). The peculiarity of
Japanese energy policy is a keen focus on satisfying the supply side needs and incite changes
through voluntary measures. As showed in the previous sections, METI’s strong connection to
energy utility companies results in an energy policy making process that heavily inclines towards
the opinions of energy suppliers. The FEPC is actively involved with ANRE when developing the

Basic Energy Plans, and voice their concerns on taking steps that drastially change the energy
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landscape of Japan, and advocates for the continued use of coal power plants and expansion of
nuclear energy. The emission reduction targets for electiricity production and traditional heavy
industries (petrochemicals, iron and steel industry) are set on a voluntary basis by the companies,
and no punitive steps are taken for breaching their targets. As one scholar pointed out during the
interviews, there is no integrated bureaucracy or institution to integrate climate and energy policies,
eventhough the interlink between the two has been recognised by the GX Basic Policy. METI has
a strong grip on domestic climate mitigation policy through the Basic Energy Act, and MOE has
little influence in setting emission reduction goals among industry actors. There is a clear divide
of responsibility, in which METI controls the energy policy as part of industry policy, and MOE
manages environmental protection and climate change that fall outside the energy realm. This
creates a discrepancy between climate and energy policy as emission reduction becomes a
secondary concern after considering economic interest and industry support. As an official from

ANRE said:

“[ think our policy is different to many countries in the sense that we have a holistic
approach combining both energy policy and industrial policy. METI covers everything.”

Interview with ANRE, May 14", 2024
Yy

The Fukushima accident in 2011 has also largely contributed to the entaglement of energy and
industry policy. The nuclear shutdown and subsequent energy shortage posed a significant
difficulty for consumers and industry alike. The question of energy security was amplified out of
the “3Es”, and environmental concerns were overshadowed by the race to secure enoguh energy
to cover for the loss of nuclear. The large expansion of coal and LNG plants in 2010s have put
Japan in a trajectory that made decarbonisation harder to attain. By 2019, Japan had the third most

CO2 intense power generation among the IEA member countries, and the only country that
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significantly increased its carbon intensity (Figure 3). The “missing twenty years”, as an
interviewee from a think tank phrased, consists of ambigous leadership attemprs to participate in
international climate change initiatives in the 2000s, and the post-Fukushima coal switch that
significantly delayed Japan’s preparations for the global decarbonisation race. Even though
favourable policies and FIT system contributed to the rise of solar PV in the share of energy mix,
other renewable sources were virtually left out from the Basic Energy Plans. Studies have shown
that wind power had the highest potential among renewable sources in Japan, yet, the LDP
government failed to create a comprehensive renewable energy policy to address the bottlenecks
(Duffield, 2016; Mizuno, 2014). E. Moe (2011) showed that energy efficiency measures alongside
the deployment of solar has been METI’s preferred approach since it did not challenge the existing
economic structure or energy sector, just offered technical fixes to existing industires. The growth
of solar industry in Japan has occurred within the existing institutional and industrial framework,
leveraging the strengths of established players. Rather than posing a challenge, solar energy has
bolstered the competitiveness of existing industries. This stands in contrast to typical vested
interest structures, which often hinder the emergence of new industries, such as the wind power
industry. The high priority assigned to energy security in energy policy, did not help to significantly
weaken the regional monopolies by electricity power companies (Ohta & Barrett, 2023). The three
laws for power development (Dengen sampo) gave considerable authority and subsidies to
regional power companies, and significant public funding to coal and nuclear power plants
(Behling et al., 2019). The closely-knit policy community that emerged from the Dengen sampo
and institutionalisation of energy security functioned to promote the nuclear energy and fossil fuel
industry. This vested interest worked to undermine proposals for systemic change, including

decentralisation of power generation and unbundling monopolies on electricity production and
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transmission required for a greater level of renewable energy integration requires (Ohta, 2021).
Some positive changes have occurred since the electricity market liberalisation to break down the
dominance of FEPC, yet the retail market share of new energy utility companies remain low,

around 20% (Renewable Energy Institute, 2023b).

Figure 3: Carbon intensity of power generation in IEA countries, 2009-2019
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5.2. Ambition within Limits

Narratives are socially constructed ‘stories’ that make sense of phenomena, a system of framing
that becomes the action guidelines by incumbent regimes, strongly influencing policy decision-
making (Hinkel et al., 2020). More importantly, narratives contribute to determining what is
‘politically feasible’, limiting the scale and speed of socio-economic transformations (Hermwille,
2016). Among Japanese policy makers, there is a recurring narrative of inherent limitations and

disadvantages that limits the deployment of renewables and neccesitates continued use of fossil

fuels.

Trencher et al. (2019) identifies the narratives that justifies the use of coal power plants in Japan.

Government and industry actors regularly describe Japanese coal technology as the ‘most efficient’
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and ‘cleanest’ in the world. Furthermore, ANRE and Keidanren argues that a combination of
national policy and voluntary industry actions can reduce GHG emissions from energy production
without putting a ban on coal. According to the pro-coal narratives, coal contributes to securing a
reliable and cost-effective electricity for the industries, and contribute to the overall energy security

of Japan. As an official from ANRE put it,

“just scrapping the coal-fired power plants and building renewable energy may not be
always realistic [...]. Renewable energy is not suitable for baseload power because
there's intermittency and variability in terms of output depending on natural
circumstances. So what we believe a realistic approach is to make use of existing power.
And yet reduce the emission. And that that's why we think that coal firing with ammonia

is one realistic option.” (Interview with ANRE, May 14, 2024)

The International Energy Agency (IEA) emphasises advanced economies must reach net-zero
before developing economies and emerging markets, and assist others in achieving a decarbonised
society (IEA, 2021b). In April 2024, Energy Ministers from the Group of Seven (G7) agreed to
end use of coal in power generation during the first half of 2030. However, Japan advocated for
the continued use of coal if it is abated, that is, if the coal power plant is retrofitted with emission
reduction technologies. Japan thus remained the only country in G7 that has not yet commited to

stop using coal, nor set a target date (The Japan Times, 2024).

In terms of renewables, the ANRE official accentuated that Japan has inherent geographical
limitations for further deployments, especially in the case of solar PVs. Indeed, Japan has the third
largest generation capacity from solar PV (102TWh in 2022) following China and US, however,
only around 12% of electricity is produced from renewable sources (ember-climate.org, 2023).

Officials from both ANRE and METI’s Environmental Policy Bureau highlighted that “Japan is
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lacking the potential for renewable energy” because of the lack of flat area for solar PV or limited
area of continental shelf to develop offshore wind farms. Hence, Japan needs to be “realistic” about
its conditions and, and must recognise that there are “various pathways” to decarbonisation that
include fossil fuels. However, several studies have showed that 100% renewable energy in power
sector is technically feasible at a competitive cost by 2050 (Cheng et al., 2022; Kuriyama et al.,
2024). The reason for failing to recognise this potential goes back again to priority given to
industry concenrs through energy policy, as well as the policy making process that limits the

incursion of ideas that diverge from the dominant narrative.

When asked whether Japan’s climate policy is ambitious enough, an important distinction between
the goals and the means to achieve the goals became evident. The Suga declaration in 2020 was
recognised by many of the interviewees as “ambitious” and “a historic turning point”, after which
Japanese climate policy has become more clear and “heading to the right direction”. The emission
reduction goals did indeed increase significantly since the Intended Nationally Determined
Contribution (INDC) submitted for the Paris Agreement in 2015. However, the process for

achieving the emission reduction target leaves room for ambiguity:

“The current Japanese climate policy long term goals and the 2030 target are quite
ambitious. But the problem is that the policy and measures to achieve it, to realise, in
some areas, for instance the introduction or expansion of renewable energy, I must say,

it's not sufficient enough.” (Interview with an academic, May 19, 2024)

This highlights a general problem with GX Basic policy, which places importance on supporting
abatement technologies, such as ammonia co-firing or CCUS through GX Transition Finance.
Critics of GX stresses that the promotion of abated coal power plants is expected to reduce GHG

emissions only marginally with high costs, with high investment requirements of human and
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financial resources for the development of such technologies (Renewable Energy Institute, 2022,
2023a). Strong criticism was voiced by an academic that highlighted that GX policy runs short in

promoting structural changes, rather, it preserves the status quo. As they argued:

“The Transition Finance is not necessarily really purely promoting renewable, they
give some money for the gas power plants and then so-called the ammonium hydrogen
co-firing. [...] There's no policy for promoting, but just to maintain the existing power

system” (Interview with an academic, May 15%, 2024).

The emphasis on innovative future technologies and its significant financial support could redirect
attention away from investments in renewables. Although the GX Basic Policy acknowledges the
urgency of accelerating decarbonisation and has established a legal framework for this purpose, it
raises questions regarding its specifics and governance approach. Under the GX Plan, Japan's
renewable energy target is relatively modest at around 36-38% by 2030. In contrast, the EU and
Germany have committed to increasing their renewable energy shares to 40-45% and 80%

respectively by 2030, while China aims for 33% by 2025.

5.3. Global vs. National vs. Local Leadership

The Suga declaration on carbon neutrality can be seen as an example of a political leadership that
diverged from the previous METI-dominated bureaucratic narrative. The subsequent national
decarbonisation planning process, however, has been allocated to METI by the GX Promotion Bill.
Nevertheless, there are examples of local municipal level leadership that have emerged which
follow, or in some cases, preceed international decarbonisation trends. While these progressive
sub-national leaderships became a catalyser for speeding up national decarbonisation policy to a
certain extent, the discrepancy between national and local governments still exist. This divergence

is a result of rigid national policy making structure and a lack of policy feedback loops.
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Tokyo Metropolitan Government (TMG) is one example of such discrepancy between national and
local policies which showcased significant political leadership for decarbonisation. TMG has
pledged to achieve net zero emission by 2050 during the Urban 20 (U20) summit in 2019. U20
gathers the Mayors and representatives from members of Group of 20 (G20) cities and acts as an
international forum for facilitating local level actions. The U20 Summit in 2019 was hosted by
Tokyo and chaired by Governor Yuriko Koike, and put climate action as its main agenda''. The
Zero Emission Tokyo Strategy was formulated to support the decarbonisation pledge, and
identifies key sectors with emission reduction targets for 2030 (TMG, 2019). Tokyo’s energy
related annual CO2 emissions is over 51 million t-CO2, equivalent to the annual emission of
Greece or Austria. The main tool for emission reduction in the building sector, which accounts for
70% of Tokyo’s emission, is the Tokyo Cap-and-Trade Program (TokyoC&T). The program was
initiated with a mandatory reporting responsibilites for the most energy intensive facilities and
commercial buildings in 2002, and introduced the mandatory reduction requirement in 2010.
TokyoC&T is the world’s first urban cap-and-trade scheme, and its mandatory reporting
requirement even predates the EU ETS, albeit with a smaller scope. The third compliance period
included 1200 facilities that account for 11.18 million tonnes of CO2 emissions, or over 20% of
overall annual emissions of Tokyo. In FY2022, TokyoC&T achieved 32% emission reduction from
the base year'?, and 79% of emission reduction was achieved through self reduction, such as
implementing energy efficiency measures or switching to low-carbon energy providers (TMG,

2024).

"Urban 20. 2019 - Tokyo https:/www.urban20.org/u20summit/2019-tokyo/
2 The base-year emissions are the average of three consecutive fiscal years selected by the facilities between
FY2002 and FY2007. Emission factors from electricity is calculated using the values in the third compliance period.
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TokyoC&T’s successful operation and leadership role played as an international metropolis rises
the question of whether TMG’s climate policies can be extended or mirrored to the national level.
However, the interview with TMG’s Bureau of Environment revealed that interactions between
the national government and TMG are scarce. In fact, TMG has been requesting the government
to implement a mandatory C&T programme on a national level since 2010 (TMG, 2010). Yet, no
formal agreement have been made from government ministries. In light of the implementation of
GX ETS from 2026, the officials of TMG highlighted that TokyoC&T has clearly demonstrated
the ineffectiveness of voluntary participation and target setting. Furthermore, TMG is placing
emphasis on the balance between mandatory measures and incentive schemes in their Zero
Emission Strategy. Still, METTI has not recognised TMG’s valuable insights and experiences in the
formulation of national ETS plan. The GX ETS started in 2023 on a trial basis, but participation
and reduction targets are entirely voluntary. The GX Promotion Bill does not impose obligations
on corporations with sizable business facilities and does not set emission reduction targets. The
effectiveness of ETS with a voluntary approach and without mandatory emission cap, combined

with an extended timeline (auctioning starting in 2033) raises concerns.

Albeit, TMG has a special status compared to other local municipalities in Japan given its
population size and economic capacity to implement progressive policies. Takao (2016) underlines
that only the largest municipalities and prefectures have a substantial degree of expertise and
financial resources to reduce GHG emissions and engage in international environmental
cooperation. The zero-emission pledges of other smaller local governments have different drivers,
not directly related to political leadership for climate policy. As one academic pointed out during
an interview, rural Japan is facing a drastic demographic crisis that significantly reduces the

economic production. By pledging to go carbon neutral by 2050, and implementing local measures
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for renewable energy deployment, these municipalities follow an global trend and increase
attractiveness towards businesses that are looking to improve their international competitiveness.
Decarbonisation thus becomes a tactical move to differentiate the municipality from other local
governments, and sub-national actors become an important actor that can influence national

climate policy (Kameyama, 2021).

5.4. Old Industries vs. New Businesses

The global decarbonisation trend seems to have disturbed the conventional METI-industry
collaboration and consensus, and more diverge business interests have emerged that challenge the
national decarbonisation policy. However, the GX policy and its policy making process gives little
attention to accommodate the emerging business community, and prioritises the carbon intensive

manufacturing industries in Japan.

The industry and business sectors wield significant influence over environmental decision-making
in any country. They function as transnational actors, shaping decisions at the multilateral level,
and also exert considerable influence domestically. Climate mitigation policies present varying
costs and benefits across different industries. For instance, energy-intensive heavy industries like
steel manufacturing often oppose emission reduction policies and have been major beneficiaries
of government subsidies in the past. Some industries have economically profited by reducing CO2
emissions and promoting themselves as environmentally friendly companies (De Freitas Netto et
al., 2020). Conversely, emerging industries such as those in renewable energies have benefited
from governments' proactive steps toward emission reduction and increased subsidies for low-

carbon energy production (Haas et al., 2011; Peng & Liu, 2018).

Japanese trading companies, electric utilities, manufacturers and financial institution reacted to the

global financial investors divestments from fossil industries and begun refraining from active
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investments in the coal sector. Most Japanese companies have joined Japan’s Consortium of the
United Nations Task Force on Climate-related Financial Disclosure (TCFD) and RE100, a global
network of businesses committed to achieving 100% renewable energy (Ohta & Barrett, 2023).
Additionally, as a prominent member of RE100, Apple has pledged to achieve carbon neutrality
throughout its entire business and supply chain by 2030. This commitment has implications for
Japanese companies that manufacture components for Apple products, such as Sharp, Sony, or
Murata, as they must comply if they wish to maintain their supply contracts in the future (Apple,
2023). Furthermore, various new alliances between businesses, NGOs, and local municipalities
have formed around climate and energy issues, including the Japan Climate Initiative (JCI) and
the Japan Climate Leaders’ Partnership (JCLP), which collectively boast over 1000 members
government to adopt even more ambitious targets, calling for 50% renewable energy by 2030 and
net-zero greenhouse gas emissions by 2050 following the announcement made by Suga (JCLP,

2020).

Yamada (2021) argues that there has also been a change to Japanese ministries’ and businesses’
perspective to climate change and competitiveness in the international field. He argues that the
climate security discourse, that is, the perception of climate change as an existential threat became
shared to some degree by key stakeholders (Buzan et al., 1997; Diez et al., 2016; Koppenborg &
Hanssen, 2021; Yamada, 2021). Following Suga’s announcement in 2020, MOE incorporated the
term "climate crisis" (kiko kiki) into its annual white paper for the first time, and the Japanese

House of Representatives endorsed a "climate emergency declaration"'® (MOE, 2020). Yamada

3203rd Session of the Diet, Resolution No.1, House of Representatives.
https://www.shugiin.go.jp/internet/itdb annai.nsf/html/statics/topics/ketugi201119-1.html
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(2021) shows that while governmental actors like MOE, Ministry of Agriculture, Forestry and
Fisheries (MAFF) or Ministry of Land, Infrastructure and Transport (MLIT) have become aware
of the existential threat of climate change, the business community is less prone to accept the
climate crisis characterisation. Instead, business communities and Keidanren’s take on the
challenge of carbon neutrality is more focused on the technological innovation that contributes to
decarbonisation.
Business community, however, have diverse and often opposing interests to decarbonisation.
While the traditional, Keidanren-backed industries are carbon intensive and high emission, such
as steel production or petrochemicals oppose drastic structural changes and advocate for emission
reduction technologies included in the GX policy. On the other hand, service industry, IT,
telecommunication and electric part manufacturers that are more embedded and sensitive to global
market changes pressure the national government to adopt more stringent decarbonisation target
and renewable energy deployment.

“If the policy does not advance sufficiently, it would undermine the business

opportunity and even degrades the evaluation of Japanese company [ ...] their voice is

very strong, getting stronger, and the government and METI have to listen to that [ ...]”

(Interview with an academic, May 19, 2024)

The motivation of the business community to accept the decarbonisation target seem to stem from
the industry’s fear of losing international competitiveness in the emerging international ‘green
economy’ combined with the financial sector’s aversion to invest in carbon intensive technologies
due to the risk of stranded assets creation (Schumacher et al., 2020). By doing so, new business

associations such as JCI or JCLP present climate change mitigation as an opportunity for economic
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growth, effectively replacing METT's previous dominant narrative of climate change action as an

economic burden (Koppenborg & Hanssen, 2021).

The regional leadership role articulated in the GX policy also gives little focus to the new business
associations, but rather works to support the interests of carbon intensive industries. In terms of
global just transition, Japan should indeed take proactive measures to provide support for emerging
economies in South-East Asia. However, the current GX policy places greater focus on
investments in emission reduction technologies for coal abatement rather than investing in
renewable developments. The interview with METI’s Environmental Bureau emphasised that there
are “various pathways to achieve decarbonisation”, and Asia have different geographical features
that make European or Northern American decarbonisation approach unattainable. However, the
excessive focus on investments into coal power plants can lead to stranded assets and carbon lock-
in, and carbon crediting under JCM works to expand the export of Japanese fossil fuel business

abroad, taking valuable financial and human resources.

5.5. The Policy Making “Black Box”

The policy making process orchestrated by METI amplifies the dominant narrative around
decarbonisation, and limited participation to policy making blocks structural changes to occur.
Preparations for policy making happens at the ‘Shingikai’ councils organised by the ministries.
Shingikai functions as a meeting to gather opinions from the industries, financial institutions, think
tanks or other stakeholders. It is usually chaired by a professor from a prestigious university to
ensure impartiality. Through several meetings and hearings, the council aims to create a policy
proposal as the outcome of the discussion, submitted to the Ministry for the final deliberation.
However, the selection of council members as well as agenda setting is entirely up to the ministries,

which leads to a biased representation of opinions that works to confirm the stance of the ministries.
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For decarbonisation, METI and MOE both organise their own policy councils to deliberate on the
priority areas they wish to represent at the GX Promotion Council organised by the Cabinet.
According to the GX Promotion Bill, the Minister of Economy also fulfils the role of Minister in
Charge of Promoting GX Implementation', assigning significant power over the general direction
of GX policy as well as the appointment of invitees to the Cabinet GX Council. In fact, 11 GX
Councils were organised since 2022 but not a single climate NGO or environmental think tank was
invited to attend the meetings (as of May 2024)'>. Among the list of attendees, Keidanren, Japan
Consumer’s Association, several regional financial institutions and energy utility companies, as

well as heavy industry representatives can be found.

Figure 4: The structure of GX Promotion Council
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Another way METI exerts significant influence over decarbonisation policy is the formulation of
the Basic Energy Plan. Under the jurisdiction of METI, ANRE organises several policy councils
and hearings with the involvement of industries and energy companies to plan the energy mix and

emission reduction strategies. However, this process does not necessitate intra-ministerial

"G XEITHERBRSKE
'® Cabinet Secretariat, GX Promotion Council Minutes and Agenda
https://www.cas.go.jp/jp/seisaku/gx_jikkou kaigi/index.html
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discussion or deliberations. As METI controls the decarbonisation strategy over the energy sector,
the biggest source of GHG emissions in Japan, other ministries or business group have hardly any
say in influencing the policy pathways. Moreover, as an interviewee from a think tank pointed out,
that while Act on Promotion of Global Warming Countermeasures requires parliamentary

procedures to be adopted, the Basic Energy Plan only requires approval from the Cabinet.

Figure 5: Formulation of Basic Energy Plan
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Ohta (2020) argues that the lack of complexity in Japanese climate and energy policy stems from
the lack of aspects of anticipatory governance. The transition to sustainable energy to mitigate
climate change is an example of a complex governance problem. This process necessitates
preparation for various future scenarios (foresights), active engagement between policymakers and
the public, and a reflective policy innovation process that includes normative decisions regarding
energy mix selection (integration) (Guston, 2014). Japan's long-term energy policy lacks foresight
and fails to align with the principles of anticipatory governance, which emphasize “governing in
the present to adapt to or shape uncertain futures” (Muiderman et al., 2020:1). This is evident in

its oversight of potential alternative energy sources and failure to anticipate diverse future
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scenarios in long-term energy supply and demand. Rather than exploring various possibilities, the
policy adheres to the initial notion of nuclear, coal, and hydrogen as substitutes for oil, while
assuming the continuation of the current industrial structure. The promotion of household rooftop
PV from the mid-1990s to the early-2000s is one of the few examples in which the engagement
between the public and experts in energy policy was visible. Ohta (2020) notes that private
companies committed themselves to the development of the solar PV technology and creation of
markets while going into deficits, and households took an active role in installing rooftop PV
without full recovery of the costs. Furthermore, the electricity market liberalisation contributed to
growing consumer awareness of national energy policy, and a scenario analysis showed that a more
participatory, consumer driven energy policy can achieve transition towards a low carbon society
in a more sustainable and socially equitable manner (Chapman & Itaoka, 2018; Chapman &
Pambudi, 2018). Evidence thus show that consumers can play a crucial role in energy transition

and take anticipatory perspective on what energy paths should be chosen.

The policy making process in the Basic Energy Plan and GX Policy only involves stakeholders
invited by the ministries, and the ministries are not expected to face harsh criticisms or
contestations in the process. The current structure of policy making thus works to manufacture
consensus among limited number of stakeholders. The invited academics and think tanks are
presented as a basis for science and evidence-based policy making, however, ministries often have
think tanks closely associated with their policy making process, producing knowledge that are
partial or biased. A study by a climate policy think tank showed that the process of selecting the
policy council members is unregulated, and the members of the councils are often includes ex-
METI officials that ‘retired’ into consulting firms or industry associations (Climate Integrate,

2024). The ‘revolving door’ raises concerns around conflict of interest. Furthermore, the policy
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council for formulating the Basic Energy Plan consists of people who have moderate stance for
decarbonisation. The high average age (50-70 years) and high proportion of males (over 75%) also
leaves questions around fair representation. However, detailed studies on stakeholder interactions
and lobbying for decarbonisation policy making process are scarce in Japan, and officially

available information can only reveal a partial picture.

5.6. Where 1s the ‘Public’?

Public participation and democratic process can enhance climate action. Moreover, there exists an
abundant literature of the advantages of decentralised public policy (Ogawa & Wildasin, 2009;
Ortiz-Moya et al., 2021; Takao, 2012). However, studies show that public interest in climate
change is relatively low in Japan compared to other developed countries (Dentsu Institute, 2023;
Kosugi & Baba, 2023). The highly bureaucratic, centralised and top-down policy making acts to
disengage the public and elevate the climate change policy into a ‘post-political’ level. Climate

change is thus dealt as a technological problem which does not neccesitate public participation.

The Fukushima accident in 2011 triggered citizen participation in public deliberation on energy
and environmental management for a short period of time. More than 88,000 people submitted
their comments on government’s energy and environmental strategy and town meetings were held
across the nation (Nakamura, 2017). Citizen participatory actions surged and called for local and
national referendums on the operation of nuclear power plants. However, the willingness of
Japanese citizens to take civic actions and participate in political and social decision making have
declined since the Fukushima accident (Kobayashi, 2015). It appears that the trauma of nuclear
accident faded gradually by the mid-2010s, and the decreasing media coverage on civic activism

and the future of energy system inferred that much of the population is indifferent to policy making.
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However, studies show that there is indeed willingness to participate in governance to a greater
degree, and there are major institutional barriers that do not facilitate a deliberative democratic

process (Chiavacci & Obinger, 2018; Hardacre et al., 2021; Nakamura, 2019)

“Japanese policy making process is top down. And there's no room for the public
participation. Even though they occasionally hold public hearings, and some NGO's
send comments to the first drafts, this period is short and there's no deliberative
discussions between policymakers and the public interest. [...] then we have
authorised those policies mainly because experts say yes and then public say no

rejections.” (Interview with an academic, May 15", 2024).

The GX Basic Policy, which should structurally transform the Japanese economy and society to
meet the decarbonisation goals, has only one month of public commenting period, and received
merely 3,303 answers'®. The public commenting system, as an expert from a think tank pointed
out, “is not really useful for anything” as it opens for a short period of time after all the policy
deliberations have been conducted behind closed doors in METI. Even though the officials of
METI emphasised that it is a form of public engagement, if it does lead to constructive
contestations or if it is not incorporated into the policy, public commenting does not fulfil the

requirements for participatory decision making.

The lack of public participation infers a ‘chicken or the egg’ causality dilemma: is the public not
interested in climate change mitigation because of the bureaucratic policy making system that

excludes their voice, or is the policy making process incapable of involving public voice because

1 GXRIBICAIT-EARFHICHTZ/87 ) v 7 ax > bOFERIZ DT, GX Implementation Council,
Cabinet Secretariat. 10" February 2023. https://public-comment.e-
gov.go.jp/servlet/PcmFileDownload?seqNo=0000248593
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there is no coherent civic activism around climate change. A growing body of interdisciplinary
research from physchology and behvaioural studies shows that the public participation for climate
change adaptation are set within the broader frameworks of governance (Hiigel & Davies, 2020).
The systemic barriers impede participation from being further embedded, as seen in post-
Fukushima civic activism in Japan. Moreover, limited participation and technical fixes in climate
change policy work to conceal conflicts and ambivalences which will not dissapear, but may lead

to resistance by excluded stakeholders in the future (Sprain, 2016).

The lack of public engagement is compatible with the ‘market failure model” and ‘socio-technical
transition model’ of climate governance detailed by (Boasson & Tatham, 2023). Furthermore, it
also fits the modus operandi of METTI and industry policy, in which the bureacuracy complex and
the industry decides on the direction of broader industrial policy. However, it is lacking a grander
vision and ideal for socio-economic transition which was still present in the era of post-war
industrialisation. In the late 20" century, industrial policy was driven with a vision to transform
the war-torn, disintegrated Japanese society to a modern, advanced economy. Now, the dominant
narrative is shifted to evaluate what is ‘realistic’ given the current circumstances, rather than
aspiring for a future based on ideals. Further researches are needed on how to transform the
Japanese climate transition governance into a more participatory and emancipatory structure, fit

for the era of what Bruno Latour described as the ‘New Climatic Regime’ (Latour, 2018).
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6. Conclusion

This thesis has critically examined the Japanese climate policy framework, focusing on the central
role of the Ministry of Economy, Trade and Industry (METI) in shaping the national
decarbonization strategy. The analysis reveals that METI's technocratic and bureaucratic approach,
characterized by a centralized and top-down governance structure, significantly influences the
direction and implementation of Japan's decarbonisation policies. This governance style has
created a narrow focus on technical solutions within the manufacturing and energy sectors, often

at the expense of broader stakeholder engagement and innovative policy pathways.

The research highlights several key findings. Firstly, METI's historic ties with industrial
associations and manufacturing companies have entrenched a techno-managerial narrative in
climate policy, emphasizing technological and infrastructural challenges over social and political
considerations. This approach has led to a self-reinforcing loop where policy directions are largely
shaped by a limited group of stakeholders, resulting in manufactured consensus that marginalizes
alternative voices. Furthermore, this thesis identifies a significant gap between the progressive
initiatives of local municipalities, NGOs, and climate-conscious business associations, and the
central climate policies orchestrated by METI. This misalignment suggests that local and
grassroots efforts are often overlooked or underrepresented in the national policy discourse,
limiting the potential for more comprehensive and inclusive climate strategies. Finally, the study
underscores the need for a more holistic approach to climate governance that integrates social,
political, and ecological dimensions. The current policy framework's emphasis on technical fixes
is insufficient to address the multifaceted challenges posed by climate change. Effective climate
mitigation and adaptation require broader societal engagement, transparency in policy-making,

and the inclusion of diverse perspectives to foster innovative solutions.
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In conclusion, while Japan's recent commitment to carbon neutrality by 2050 represents a
significant step towards aligning with global climate goals, the existing governance framework
under METI's leadership is inadequately prepared to meet the complex demands of climate
transition. To achieve structural changes for deep decarbonisation, Japan must adopt a more
democratic, participatory, and interdisciplinary approach to climate policy, ensuring that all
stakeholders have a voice in shaping the nation's decarbonization journey. Numerous avenues for
future research on this topic are available. A more comprehensive understanding of the negotiation
processes within Shingikai policy councils could serve as the foundation for a comparative analysis,
juxtaposing the strategies and discourses employed by the EU, the US, and Japan. Additionally,
investigating the potential of climate change policy to stimulate democratic participation in Japan

presents a promising area for further scholarly inquiry.
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Appendix

List of sample questions for the semi-structured interviews

What do you perceive as the main constraints for reaching agreements on climate policy among
governments, ministries, and industrial actors regarding Japanese climate policy?

In what ways does METI's involvement contribute to or hinder the development of effective and ambitious
climate policies?

What are the perceived limitations or advantages of a centralized approach to climate policy making,
particularly in the context of Japan?

How would you evaluate the electricity market liberalization and the legal unbundling of the ten vertically
integrated electricity companies? How has the feed-in tariff (FIT) system impacted the operation of regional
utility companies?

What is the process of climate policy-making in Japan, how are the stakeholders selected, invited,
moderated?

What is the process of stakeholder consultation? Is the Japanese public involved in the policy
making/execution? How is the public engaged to take active role in decarbonisation?

What is the rationale for maintaining a voluntary participation approach to GX/carbon trading instead of
having punitive measures?

What are the points of contestation between METI and other ministries (especially MOE) in environmental
and climate policy? How are these disagreements resolved, consensus reached?
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