
Evaluation of the Pilot Project of Domestic Emissions Trading Scheme 
 

 
July 12, 2004 

Climate Change Policy Division 
Global Environment Bureau 

Ministry of the Environment, Japan 
 

1. General Outline of the Project                                                       
 
(1) Purpose of the Project 
Emission trading is a well-known instrument that allows the market to reduce greenhouse gas (GHG) 
emissions by stimulating cost-effective innovation and investment. Ministry of the Environment 
Japan (MOE) is aware of its importance and of the fact that emissions trading scheme is introduced 
internationally. This pilot project of domestic emissions trading scheme aims to provide private 
companies with opportunities to build technical skills regarding emissions trading procedures such 
as validation, verification, monitoring, reporting, and trading through their voluntary participation of 
the program. This is the two-year pilot project of the MOE.  
 
 The goals of the project are to: 
- provide private companies with opportunities to build experience and technical skills regarding 

emission trading procedures 
- demonstrate that cross-sectional emissions trading scheme is feasible in Japan 
- encourage participants to be aware of the importance of improved emission management 
- establish an infrastructure for domestic emission trading  
 
(2) Participants 
- Voluntary participations from private companies of a broad range of industries1. 
- 63 parties (include 13 observers) participated in total. 
- Participants were able to choose either of the following two options as a means of participation.  
 

Type 1 (Entity-based) 
Participants that had set corporate-wide GHG reduction targets for FY2003 and calculate their 
emissions. 31 companies joined the program as Type 1 parties. 
 
Type 2 (Project-based) 
Participants that joined the program through acquiring credits through domestic emissions 
reduction projects implemented or planned at or within either their own sites or other sites.11 
companies joined the program as Type2 parties (Six Type-2 companies also joined as Type-1 
companies.). 

 
- Other participants in the project: 

Brokers 
Five parties joined the emissions trading as brokers of credits. 
 
Verifier 
The applicant operational entity (AOE) for CDM projects verified the emissions of Type 1 
parties and emission reductions of Type 2 parties. 

 
 CERs were sold through the market by the operator (Mitsubishi Research Institute, Inc.). 

                                                        
1 Based on the agreements with the participants, the names of the participants, their emission 
reduction targets, reduction plans, emission data and verification evaluations are not and will not be 
released to the public. 



 The MOE chose program participants taking into consideration diversity among industrial 
sectors and industry scale as well as their previous achievements.  

 
(3) Units for Participation 
Participants can choose participation method from the following options: 
 

 Single-site participation 
 Plural-sites participation 
 Corporation-wide participation 

 
(4) Gases Covered 
Mandatory: CO2 (direct emissions and indirect emissions from electricity and heat usage) 
Recommended: CH4, N2O, HFC, PFC and SF6 
 
(5) Emissions Reduction Target and Allocation of the Allowances 
Type-1 participants chose their reduction targets from the following types: 

 Absolute target: Participants set absolute reduction targets for the FY2003. Participants 
received allowances matching their emissions cap from the start. They are free to sell the 
allowances but need to ensure that they hold allowances equal to their actual verified 
emissions by the end of the reconciliation period (cap-and-trade). 

 Relative target: Participants set emission targets per unit of output (output, production or 
total floor space). Credits were issued to participants when they reduced their emissions 
below their targets (baseline-and-credit). 

 Absolute reduction target: Participants declared targeted-reduction that would be realized 
by their emission reduction efforts. Credits were issued to participants when they reduced 
emissions below their targets (baseline-and-credit).  

 
(6) Procedures 
- To determine rules of the scheme, the MOE invited industry sectors to join a working group. 

The working group helped to ensure that the scheme reflected suggestions and concerns from 
private industry and that the program was developed through collaboration between private 
companies and the government. The working group was held eight times from April to October 
2003.  

- During the program period (FY2003), the participants had four periods of trading to buy or sell 
their allowances or credits. One period of trading lasted three days. All transfers of allowances 
and credits were transacted electronically in the registry.  

- After the program period, Type-1 participants calculated their actual emissions using “the 
Guideline for Calculating GHGs Emissions by Private Companies (Draft),” standardized 
guideline developed by the MOE. The AOE verified the participants’ emissions.  

- Type-2 participants each developed a project design document (PDD) and asked the AOE to 
validate it. After the program period, the AOE verified the emissions reductions from these 
projects.  

- Strict rules such as additionality of the project were not employed for the validation process 
under the program, since most of the participants had little experience with the procedure for 
PDD preparation until then.  
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(7) Schedule 
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2. Result of the Emissions Trading                                                     
 
The total amount of allowances transferred (excluding allocation, retirements, and cancellations) was 
2,417,886 t-CO2e. The graph below shows the amounts and average prices of allowances transferred 
during each transaction period.  
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Amount and average price of allowances transferred during each transaction period  

 
Note: The prices in the graph should be used only as a guide, since these deals did not involve real monetary 

transactions. 
- Out of 31 participants, 27 companies met their voluntary targets and 16 out of 27 companies met 

their targets by purchasing credits.  
 
The participants could build technical skills as well as experience through this project. Also, this 
pilot project ensured that: 
- domestic emissions trading scheme including infrastructure, such as guidelines for calculating 

GHG emissions, verification guideline and national registry, was feasible. 
- domestic emissions trading could be an effective and efficient method for companies to achieve 

their emissions reduction goal in Japan.  
 
 
3. Current Discussion                                                               
 
The Japanese government is currently discussing how to introduce domestic emissions trading 
scheme in the early stage to achieve the 6 percent reduction target. In the discussion in the last 
Central Environment Council meeting of June 18, two options for emissions trading, "mandatory 
participation scheme" and "voluntary participation scheme (with some incentives)," were presented 
as possible options. Most of the council members supported mandatory cap-and-trade approach. 
After the inter-ministry consultations, it will be determined when and how domestic emissions 
trading scheme would be introduced as a policy measure by March 2005. 
 
 
 
For further information on this project please contact:  
Fuyumi NAITO 
Email: fuyumi_naito@env.go.jp  
Yasushi OGASAWARA  
Email: yasushi_ogasawara@env.go.jp  



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /SyntheticBoldness 1.00
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveEPSInfo true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /Unknown

  /Description <<
    /FRA <>
    /ENU (Use these settings to create PDF documents with higher image resolution for improved printing quality. The PDF documents can be opened with Acrobat and Reader 5.0 and later.)
    /JPN <FEFF3053306e8a2d5b9a306f30019ad889e350cf5ea6753b50cf3092542b308000200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e30593002537052376642306e753b8cea3092670059279650306b4fdd306430533068304c3067304d307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e30593002>
    /DEU <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
    /KOR <FEFFd5a5c0c1b41c0020c778c1c40020d488c9c8c7440020c5bbae300020c704d5740020ace0d574c0c1b3c4c7580020c774bbf8c9c0b97c0020c0acc6a9d558c5ec00200050004400460020bb38c11cb97c0020b9ccb4e4b824ba740020c7740020c124c815c7440020c0acc6a9d558c2edc2dcc624002e0020c7740020c124c815c7440020c0acc6a9d558c5ec0020b9ccb4e000200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /CHS <FEFF4f7f75288fd94e9b8bbe7f6e521b5efa76840020005000440046002065876863ff0c5c065305542b66f49ad8768456fe50cf52068fa87387ff0c4ee563d09ad8625353708d2891cf30028be5002000500044004600206587686353ef4ee54f7f752800200020004100630072006f00620061007400204e0e002000520065006100640065007200200035002e00300020548c66f49ad87248672c62535f003002>
    /CHT <FEFF4f7f752890194e9b8a2d5b9a5efa7acb76840020005000440046002065874ef65305542b8f039ad876845f7150cf89e367905ea6ff0c4fbf65bc63d066075217537054c18cea3002005000440046002065874ef653ef4ee54f7f75280020004100630072006f0062006100740020548c002000520065006100640065007200200035002e0030002053ca66f465b07248672c4f86958b555f3002>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


