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14.5%

® GHG %49 >19.5%
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Cost Containment Measures in Carbon Pricing Policies

— Identifying EITE industries using 2011 input-output data —

SUGINO Makoto

(Regional Policies, Social Systems Course)

Following the Paris Agreement, ratified parties have started to implement or strengthen on-going
climate change policies. These policies include market-based instruments such as carbon tax and
emission trading schemes, referred to as carbon pricing (CP) . Theoretically, CP will equalize marginal
abatement cost across regulated economic agents. This means that the CP will reduce emissions
efficiently. However, if the CP differs among countries, then the country that implements a higher CP
might lose international competitiveness. If the production of goods shifts from regions with a high CP
to regions with a low CP, then the effectiveness of the CP is reduced due to higher emissions in low CP
regions. This phenomenon is caused by an asymmetric CP and is called carbon leakage.

“Special treatment” for industries that are at risk of losing market shares due to an asymmetric CP
have been discussed in various legislations around the globe. The aim of the “special treatment” is to
counter the competitiveness issue and carbon leakage. However, the Japanese government has not
looked into the specific details of the possible choices for “special treatment”. Thus, in this paper, we
will identify the industries that are at risk when a higher CP policy is implemented in Japan. We will

use the EU-ETS method to identify the energy-intensive trade exposed (EITE) industries.
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