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POLITICS AND BUSINESS OF SUSTAINABLE DEVELOPMENT 
IN JAPAN

by Jacob Park

1. The Ecology of Japanese Governance

The United Nations-sponsored global climate change conference in 1997 not only 

brought thousands of government delegates, representatives of environmental groups, and 

journalists to the ancient city of Kyoto, Japan, but it also raised a host of old and new 

questions about Japan’s role in global environmental affairs. To some observers, Japan 

has not progressed very far from that country that continues to ignore global 

environmental conventions on whaling and whose companies export industrial pollution 

and deforestation problems to developing countries. Other observers argue that Japan 

should get credit for resolving its environmental problems in the early 1970s through 

technology R&D and its growing support of environmental aid projects in the developing 

world. What these two views reflect is the ideological (“Japan is Good”, “Japan is Bad”) 

lens through which Japanese environmental policy often gets discussed and the staying 

power of superficial images that continue to haunt Japan as an “eco-bandit” or as an 

“energy-efficiency superpower”.

These prevailing views are not only incorrect, but also an oversimplification of 

major shifts in Japanese environmental policy. If Japanese companies are such industrial 

polluters, why are Toyota and Honda environmental leaders in the motor vehicle 

industry? If Japan is such an energy technology superpower, why are European and
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American companies so dominant in the solar technology and wind power sectors? If 

Japan is so committed to destroying forests and other ecological resources, why is 14 

percent of Japan’s land designated as national or prefectural nature preserves?

Like many other countries, Japanese efforts to create an environmentally 

sustainable society is at its infancy and environmental protection efforts should therefore 

be examined in terms of a fluid process that does not lend itself to labels like ‘success’ or 

‘failure’. Just as any discussion of the economic doldrums of the 1990s needs to be 

juxtaposed with the Japanese economic miracle of the 1960s and 1970s, any serious 

analysis of current Japan’s environmental policy has to incorporate the context of 

changing economic, political, and technological norms that have both positive and 

negative implications for sustainable development.
•s

This paper will address three important questions and issues regarding Japan’s 

role in global environmental affairs: first, how the environmental movement has evolved 

in Japan and where is it headed; second, what the country’s major environmental policy 

challenges are on the local-national, regional, and global level; and third, how Japanese 

companies are responding to the sustainability challenge.

2. Japan’s Evolving Economy-Environment Dynamic

One of the most striking yet overlooked aspect of Japan is its topography. With 

only 32 percent of the land being flat, almost 60 percent of the population live on 3 

percent of the total landmass. For most of its history, Japan constantly faced relative 

resource scarcity in a limited land area, coupled with rising population. Even more so 

than rice cultivation and being an island nation, its relative resource scarcity and
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dependence on energy and mineral resources has had a profound impact on the way Japan 

sees itself and the rest of the world. While it may depend on the U.S. for its military 

security, Japan never lost sight of the fact that energy and resource concerns (‘energy 

security”) represents an important component of a country’s national security apparatus 

and that “mineral resources are the lifeblood which sustains life of the people and their 

industrial activity” (Kolenda 1985).

2.1 Legacy of the Early Industrial Pollution

From the earliest point of its modernization process, environmental problems have 

been an important feature of Japan’s industrial development. Copper was critical in 

achieving the Meiji Government’s goal offukoku kyohei (“rich nation, strong army”) and 

it is not surprising that the first modem example of industrial pollution occurred at the 

Ashio Dozan, a copper mine located about 70 miles north of Tokyo. Pollutants poured 

into the local river and whenever it flooded, heavy metal poured into the nearby farmland. 

Farmers received compensation for their damaged crop and anti-pollution laws were 

subsequently passed, but one can see that pollution problems are becoming deeply 

ingrained in the fabric of Japan’s industrial development process. Comprehensive 

development planning of the 1950s propelled the country into rapid economic growth, but 

the country paid a heavy price in terms of environmental problems. Large-scale 

infrastructure projects damaged existing ecosystems, while the rapid development of 

petrochemical industries caused new pollution hazards (Hashimoto 1993).

By the time Prime Minister Ikeda inaugurated the 10-year national income 

doubling plan in 1960, the annual Gross National Product was growing nearly 8 percent
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and industrial pollution problems were breaking out all over Japan. Incidences of 

mercury poisoning in Minamata, Kyushu, air pollution-related problems like asthma in 

Yokkaichi, Mie Prefecture, and the Itai-Itai disease near Toyama Prefecture, were grim 

reminders that there are ecological implications of rapid economic growth. By the mid- 

1960s, pollution control became a major political issue and in 1964, a citizen group was 

able to stop the construction of the petro-chemical plant for the first time since the end of 

the World War II (Ui 1992).

Several anti-pollution regulations were adopted in the late 1960s and a 

comprehensive framework for pollution control, including 14 pieces of environmental 

laws, was passed by the Diet in December, 1970, in what is often referred to as the 

“pollution diet”. Several thousand environmental citizen groups sprang up to combat the 

initial lackluster response of the Japanese government to the pollution problems and by 

the early 1970s, Japan had established its own Environment Agency and gone from one 

of the worst to the one of the best in terms of environmental laws and regulations among 

the industrialized countries (Upham 1987).

The economic impact of stringent anti-pollution standards fell heaviest on energy 

and pollution-intensive industries like steel, industrial machinery, and petrochemicals. 

This raised a lot of concern among Japanese industry leaders and policy makers since 

these industries formed the bedrock of the Japanese industrial boom in the 1950s and 

1960s. However, there was broad consensus at this time that only a massive mobilization 

of energy efficient technologies and investments in resource productivity would save 

Japanese companies from relying too heavily on oil imports and declining industrial 

competitiveness.



Although the overall level of capital expenditures dropped sharply as the result of 

the economic recession stemming from the 3 973 oil shock, Japanese companies 

continued to place a high business priority on energy-efficient technologies. Between the 

late 1960s and the mid-1970s, the ratio of pollution prevention investments as a 

percentage of total capital expenditures increased from 3 percent to a high of 20 percent. 

While Japan’s GDP grew 1.7 times from 1973 to 1987, its annual energy consumption 

level essentially remained flat, which means that the overall rate of energy consumption 

declined by more than 40 percent during this time period (Watanabe 1995).

2.2 Japan and the Global Environment

In the 1990s, Japan has had to respond to - and in the process, has been 

transformed by - the challenges posed by the global sustainable development agenda. 

Japan’s heightened awareness of global environment issues is reflected in the many 

changes that have taken place in the country’s policies, institutions, and values. In terms 

of policy, Japan is keenly aware that environmental issues represent a major nonmilitary 

arena in which to engage the international community. Japan is committing a large 

portion of its diplomatic efforts to become an environmental leader and has already 

become a leader in promoting environmentally-sustainable projects in the developing 

world.

In terms of institutions and regulations, the Basic Environmental Law was passed 

by the Japanese Diet in 1993, with the goals of creating a sustainable society and 

promoting co-existence between mankind. A Global Environmental Division was created 

within the Environment Agency in the late 1980s, while prominent parliamentarians from



the Liberal Democratic Party and other parties have beeirmembers of Global Legislators 

Organization for a Balanced Environment (GLOBE), an international networking group 

designed to facilitate cooperation among lawmakers around the world, since its founding 

in the early 1990s. Many international non-govemmental environmental groups like 

Friends of the Earth, Greenpeace, World Resources Institute, and Conservation 

International have established Japanese field offices or have assigned staff members to 

oversee Japan-related issues.

In terms of values, the public perception of environmental problems are no longer 

limited to domestic-oriented issues like polluted rivers or air pollution problems in urban 

metropolises. The environmental issue now covers local and national issues as well as

global issues like climate change, biodiversity, and population. There has also been a
ft

wholesale shift in the way many Japanese look at the “environmental problems”. Instead 

of relegating environmental problems as kogai, which could describe a host of pollution 

problems ranging from noise to industrial toxins, the more commonly-used term is 

kankyo mondai (environmental problem) or chikyu kcmkyo mondai (global environmental 

problem), which suggests a more holistic, ecology-oriented conceptualization of the 

issue.

3. The Context of Japan’s Environmental Policy: 
The Local, Regional, and Global Perspective

One way to know the organizational flow of Japanese environmental policy is to 

better understand the diverse matrix within which policy is conducted. The following 

matrix (see figure 1) attempts to highlight the dynamic flow of Japanese environmental
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policy by illustrating how the major segments of society (non-governmental, business, 

and government) intersect environmentally on the local-national, regional, and global 

levels.

Figure 1 

Eco-Policy Matrix

Local - National Regional Global

Non-Governmental

• Citizen Activism/ 
Civil Society

• Industrial Pollution/ 
Toxic Chemicals

• Citizen Activism/ 
Civil Society

•  Citizen Activism/ 
Civil Society

* Environmental 
(Climate Change) 
Education Programs

Business

• Corp. Environmental 
Strategy

• Environmental 
Protection/Economic 
Restructuring

• Industrial Pollution/ 
Toxic Chemicals

•  Corp. Environmental 
Strategy

\

*  Market-based Climate 
Mitigation Programs

• Corp. Environmental 
Strategy

Governm ental

* Industrial Pollution/ 
Toxic Chemicals

• Basic Environment 
Law

• Northeast 
Environmental Policy 
Cooperation (S.
Korea, China, and 
Japan)

• Environmental 
Official Development 
Assistance (ODA)

• US-Japan 
Environmental 
Cooperation

• Climate Change/ 
Environmental 
Technology R&D

• Environmental ODA

3.1 The Local-National Environmental Perspective

There are a number of important local and national environmental issues in Japan, 

but two issues stand out in particular. The first issue has to do with the on-going conflicts 

between local citizens and economic-oriented government ministries in defining an 

environmentally-sound development policy. Legislation like the Resort Act o f 1988 was



enacted to promote regional development, but in practice,’like many development- 

oriented regulations adopted in the past, it has turned into a series of tax breaks and 

financial assistance to major construction firms to build golf courses, hotels, and ski 

resorts. While no country has the ‘‘perfect” system of checks and balance between its 

development and conservation concerns, the lack of environmental concerns in the 

Japanese development strategy is particularly noticeable. Many scholars and 

environmental experts have argued for many years that Japan’s development-construction 

policy agenda has become a hostage to what is often regarded as the “political- 

construction complex”, a cozy triangle of construction firms, politicians, and 

Construction Ministry bureaucrats (Woodall 1996).

As there is no consistent national policy on monitoring and controlling the
ft

ecological impact on development projects, national economic and political objectives 

tend to override the environmental interests of local city and prefectural residents 

(Schlangen 1993). Although there is a national environmental impact assessment 

legislation, the Environment Agency is politically too weak to seriously enforce the 

existing impact assessment law against the interests of the economic-oriented government 

ministries. At the same time, many of the Japanese environmental non-governmental 

groups are too small, underfunded, and disorganized to block or even slow down 

environmentally-damaging infrastructural projects. This is one of the main reasons why 

19 out of 24 of the most ecological sensitive wetlands in Japan are threatened by current 

development plans and the Construction Ministry consistently receives the largest o f the 

so-called “environmental” allotment among Japanese government ministries and agencies 

(see appendix 1).



The second issue concerns the recent discovery of toxic chemicals and industrial 

pollutants in Japan. After years of trumpeting that the country has “solved” its pollution 

problems, Japan is now facing an environmental pollution awakening that is on the same 

(if not higher) scale of what the U.S. went through with the Love Canal incident in New 

York state and similar to what Japan went through thirty years ago with the Minamata 

and air pollution problems in the 1960s and 1970s. In just the first half of 1998, large 

Japanese companies like Toshiba, Matsushita, and Mitsubishi Heavy Industries have all 

reported dangerously high levels of trichloroethylene and tetrachloroethylene - industrial 

cleaning agents that are also well-known carcinogens - in their respective factories 

(Economist 1998).

Many of the worst, most visible environmental problems like air pollutants and 

polluted rivers have been contained through regulations, economic measures, and 

environmental technology R&D, but there is a growing concern about the potential public 

health risks posed by dioxin and other industrial pollutants. A 1998 Ministry of Health 

and Welfare study reported that between 2 to 10 times the daily tolerable level of dioxins 

were found in the breast milk of Japanese women in four prefectures and concluded that 

some babies have been taking in about six times what the Japanese government deems as 

tolerable dosage levels of dioxin (Takeuchi and Murayama 1998).

This discovery has caused a nationwide controversy on whether or not mothers 

should breastfeed their infants as well as a more general debate on the scope of 

environmental hazards in Japan. A well-known carcinogen that is suspected to interfere 

with the functions of the endocrine system, dioxin is a highly toxic organic chlorine 

compound that is discharged from household and industrial waste incinerators. Under



existing Japanese law, 80 billionth o f a gram of dioxin per cubic meter is allowed to be in 

the air, which is nearly 800 times greater than the existing standards of the U.S., Canada, 

and most Western countries (Economist 1998).

It is estimated that 60 percent of Japanese adults’ intake of dioxin comes from 

eating fish and other forms of seafood and about another 20 percent comes from 

consuming vegetables. However, for individuals who live near incinerator plants, a much 

higher percentage of dioxin intake comes from the atmosphere. One of the main reasons 

for this difference is that nearly 10 percent of the garbage incinerator plants in Japan 

failed to meet the country’s extremely lax dioxin emissions criteria. It was not until late 

last year that waste disposal operators were required to conduct environmental impact 

studies, disclose their installation plans to the general public, and consult the relevant
A

local and prefectural governments before constructing an incinerator plant. In a highly 

publicized incident, a garbage incinerator located near the Osaka and Hyogo prefectures 

was permanently closed last fall when very high levels of dioxin was detected in the soil 

near the incinerator plant (Takeuchi and Murayama 1998).

3.2 The Regional Environmental Perspective

Much of the recent international focus on the economic problems of the Asia- 

Pacific region has masked many increasingly-worsening regional environment problems. 

Forest fires in Indonesia, industrial dumping cases in Cambodia, and deforestation-caused 

flooding problems in China reflect the diversity of the environmental problems that exist 

on the regional level. While poverty is a growing socio-economic problem due to the
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severe economic downturn in many Asia-Pacific economies, the environmental 

consequences of the region’s economic growth period are still visible and getting worse.

Many of the underlying economic and political forces that underlie urban 

development pressures in Asia, including increasing economic opportunities in urban 

centers, and the shift of jobs from agriculture to industry, also occurred in North America 

and Western Europe in the early 20th century. However, the Asian urbanization is unique 

in terms of the absolute scale of change and the number of countries and people involved. 

Although more than two-thirds of the inhabitants will continue to live in'rural areas, the 

Asian urban population is expected to double (to around 2.5 billion people by 2025) in 

the next thirty years. By 2010, more than half of the 26 largest mega-cities (defined as 10 

million or more residents) will be located in the Asia-Pacific region (WRI et al, 1996).
*

Rapid industrialization, fueled by high real domestic growth and private 

investment flows in the 1980s and parts of the 1990s, has had two important 

environmental consequences. The first important consequence has been the huge surge in 

energy demand. Although the increase has been tempered by the recent economic 

downturn, the total primary energy demand in Asia consistently doubles every 12 years 

(compared to the world average of 28 years) and the total demand for electricity is 

expected to more than double (despite the economic crisis) in the next 15 years. As a 

consequence, East Asia is expected to account for a greater increase in carbon dioxide 

and sulfur dioxide emissions in the 1990s than all the other regions in the world 

combined (Fesheraki et al 1995 and Calder 1997).

The second important consequence of industrialization has been the increase in 

industrial pollution and related public health problems. Many toxic and water-based



pollutants are growing three to five times faster than the underlying economies, while a 

small percentage of the urban population is served by a centralized sewer system (e.g. the 

figure for Indonesia is only 5 percent). What makes this a particularly grave problem for 

lesser developed Asian countries is that the rise in the level of industrial effluents is rising 

even as the industrial production is going down (due to the decline in environmental 

monitoring and enforcement) and that they are developing a reputation as an easy 

location in which to dump toxic industrial waste (Afsah 1998).

Taking into account these varied environmental problems, Japan’s most urgent 

regional environmental policy challenges may be in the short-term, to create an 

institutional and policy framework to promote environmental cooperation within 

Northeast Asia; and in the long-term, to assist China’s nascent efforts to strike a balance 

between industrial development and environmental protection.

a) Promoting Environmental Cooperation in Northeast Asia

In Northeast Asia (NEA), there is almost no “habit of dialogue” on which to draw 

for environmental cooperation, or even consensus on what constitutes the NEA region.

In contrast to Southeast Asia, where there is the established Association of Southeast 

Asian Nations (ASEAN) to provide institutional cooperation and stability, NEA contains 

three of the world’s military powers (U.S., China, Russia), an economic superpower 

(Japan), as well as two smaller countries with very different economic and political 

orientations (North and South Korea). Although the contrast in political and economic 

characteristics makes cooperation difficult, regional environmental cooperation remains 

critical in addressing a wide array of transboundary problems like acid rain. For example,
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while Seoul is only 250 miles from the Shandong region of China and Ulsan, an 

industrial area in southern South Korea, is only 175 miles from Japan’s coast, acid rain 

can easily move 100 miles acros? the seas in NEA. This poses a major concern for Japan 

as emissions from China already account for 50 percent of acid rain in the country 

(Schreurs 1998, Hayes and Zarsky 1994). •

Fortunately, a number of new regional cooperation efforts are being designed and 

implemented to address this environmental threat. For instance, the environmental 

ministers of South Korea, Japan, and China held the first tripartite meeting in January,

1999, and have agreed to hold this forum on an annual basis. With support from the Asia 

Foundation and the help of representatives from environmental groups, government 

agencies, and universities from Canada, China, North Korea, South Korea, Russia,
ft

Mongolia, and the U.S., the Northeast Asia and North Pacific Environmental Forum 

(NEANPEF) was founded to increase the environmental cooperation in the NEA region 

in 1992 and has recently established a temporary secretariat in Tokyo, Japan.

b) Assisting China’s Environmental Protection Efforts 

In the long-run, environmental problems in China should decline as the use of 

energy-efficient technologies increase, the reliance on rational pricing of raw materials 

goes up, and new environmental regulations are introduced. A major concern for Japan is 

how it can help China to better manage this environment-industrial development 

transition when environmental safeguards are not keeping pace with rapid economic 

growth, hyper-urbanization, and air and water pollution problems. Even though China's 

energy efficiency (in terms of per capita gross domestic product) has more than doubled
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between 1980 and 1994, China is home to the six worst air-polluted cities in the world 

(World Bank 1997) and if current economic trends continue, it is likely to replace the 

U.S. as the world’s largest emitter of greenhouse gases in the next twenty years. 

Currently, China (at 13.5 percent of the world’s total) is only second to the U.S. (at 25 

percent of the world’s total) as the larger emitter of greenhouse gases (Zhang 1998).

Japan is by far the largest source of official development assistance (ODA) for 

China and environmental aid has been an increasing component of the Japanese bilateral 

assistance program in China. Between 1983 - 1993, the total amount of Japan’s 

environment-related grants and loans to China have grown five-folds to $1.5 billion. 

Moreover, a large component o f Japan’s Ministry of International Trade and Industry’s * 

(MITI) Green Aid Program, which is not included as part of the country’s ODA, goes to
*

China. Desulfurization technologies in coal-fired power plants represent a special target 

of Japanese bilateral environmental assistance as roughly 70 percent of China’s primary 

energy supply comes from coal (compared to 22 percent for the U.S. and 4 percent for 

Japan). As late as five years ago, only one of the China’s then 350 coal-fired power 

plants had desulfurization technology found in the advanced industrialized country 

(Evans 1995).

There are many reasons for Japan’s growing interest in and involvement in 

China’s environmental policy. There are the obvious commercial opportunities for 

Japanese companies as well as the diplomatic benefits of assisting what may be the 

largest economy in the world by the middle of next century. Another driving force for 

growing Japanese involvement is “fear”, that is, fear of what may happen to Japan’s 

environment if it did not take a more direct involvement in China’s environmental affairs.
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China already accounts for nearly two-thirds of all sulfur dioxide emissions of the entire 

Asian continent and Japanese policy makers are very concerned that the percentage of its 

acid rain can increase dramatically if it does not help China reduce its environmental 

problems. By tradition, Japan’s ODA loans and grants can only be disbursed if the 

recipient country specifically asks for it. However, when China submitted its list of yen- 

loan projects without any environmental projects five years ago, Japan insisted that the 

list include some environmental projects and China complied by adding 15 environment- 

related projects (MacGregor 1995).

3.3 The Global Environmental Perspective

More than any other single global environmental problem, climate change has 

been able to mobilize the government, the private sector, local governments, and the non

governmental sector around a single issue. In the non-governmental sector, Worldwide 

Fund for Nature-Japan, Greenpeace-Japan, People’s Forum 2001, and other Japanese 

environmental groups established the Kiko (“Climate”) Forum three years ago to provide 

a climate information clearinghouse for the public and the press, to work together with 

environmental groups from other countries on climate-related issues, and to provide 

logistical support to Japanese and environmental NGOs in monitoring the climate change 

negotiations. Comprised of 150 Japanese non-governmental and non-profit 

organizations, the Kiko Forum played an important role in bringing a non-governmental, 

grass-roots Japanese perspective to the climate change issue. In the Japanese Diet, the 

House of Councilors (“Upper House”) and the House of Representatives (“Lower



House”) both ratified and approved the bill that will form the basis of a national anti- 

global warming action plan in the fall of 1998.

In the local government sector, city and prefectural governments are busy 

developing their own plans to reduce the levels of greenhouse gases. Under the law 

passed by the Japanese Diet, city and prefectural governments are required to come up 

with their own plans to limit global warming. Last year, the city of Shiroi in the Chiba 

Prefecture became Japan’s first local government to secure the ISO 14001, an 

international environmental quality standard, while a national conference was held in late

1998 to assist local governments to develop their own climate action plans.

In the private sector, Japanese companies have been trying to reduce their owns 

emissions (e.g. installing low-emission fuel cells, switching from coal to natural gas, etc.) 

and develop a wide array of energy-efficient consumer products. Although the 

involvement of the private sector is going to be crucial in meeting the emissions target, 

the Japanese government has not seriously addressed the concern expressed by many 

Japanese companies that the emissions target is unrealistic and may have serious negative 

consequences for the Japanese economy (Park 1998[a]).

With the worst unemployment situation in over 50 years, Japanese companies are 

keenly aware that any drastic efforts to reduce the energy intensity can lead to negative 

economic consequences. Ministry of International Trade and Industry’s 1997 study 

predicted that anywhere from 1.1 million to 1.7 million jobs may be lost (mostly due to 

production cutbacks in steel, petrochemicals, and other energy-intensive sectors) if  Japan 

tried to reduce its greenhouse gas emissions by 5 percent from 1990 level, while a 1998 

study by the Central Research Institute o f the Electric Power Industry concluded that the



level of carbon dioxide emissions in 2010 should be at least 14 percent higher than in 

1990, even after taking into account the country’s weak financial system, aging society, 

and the sluggish Asian economy (Yomiuri 1998).

In the governmental sector, Japan first drafted an anti-global warming plan in 

1990 and agreed to reduce 6 percent below its 1990 greenhouse gas emissions level by 

2010. Japan’s climate mitigation strategy contains three main components: emissions 

trading and joint implementation activities; a voluntary action plan on the environment; 

and a climate technology strategy. Of these three policy components, Japan is striving to < 

take an international leadership position in the climate technology issue, while it is taking 

a more wait-and-see attitude regarding the emissions trading and joint implementation 

issues.

a) Emissions Trading and Joint Implementation Activities

Both the Japanese public and private sectors are interested in developing effective 

climate mitigation options to offset the expensive domestic reductions they need to adopt 

under the Kyoto Protocol. To encourage the development of market-based climate 

mitigation activities, the Japanese government launched a national joint implementation- 

activities program in 1995 and has already approved more than ten projects in such 

countries as Indonesia, Thailand, Mongolia, and Kenya. Both the Environmental Agency 

and the Ministry of International Trade and Industry have established working groups to 

study the various market-based climate mitigation options, but they have not yet firmly 

established a clear policy viewpoint on these issues.



b) Voluntary Action Plan on the Environment

Following up on its 1991 World Environmental Charter, the Keidanren (Japan 

Federation of Economic Organizations) drafted a voluntary action plan on the 

environment (see appendix 2) to promote the concept of environmental stewardship in 

Japanese corporations. Under the Keidanren plan, more than 35 major industries 

established voluntary emission reductions targets, including steel industry’s goal of 

reducing 10 percent of its energy consumption (by 2010 from 1990 levels) and the 

electric power industry’s target of seeking a 20 percent cut in its carbon dioxide 

emissions.

c) Climate Technology Strategy

Climate technology strategy (see appendix 3) has been a key component of 

Japan’s climate change policy since the first national global warming action plan was 

devised in 1990. Although the Environment Agency, the Ministry of Foreign Affairs, 

and the Science & Technology are theoretically cooperating with MITI in formulating a 

national climate change technology plan, the most public guardian of the country’s 

energy policy, MITI, has maintained its first among equals status over the design and 

implementation of the Japan’s climate technology strategy.

4. Japanese Industry and the Sustainability Challenge

Although it is home to the second largest economy and some of the world’s 

largest multinational companies, there has only been limited analysis of the 

environmental management practices of Japanese corporations (NIST 1994). The 

contrast between the limited information available on environmental practices of



Japanese firms and the possible ecological impact of business operations can be seen in 

the ranking of the world’s largest corporations. According to a 1997 business survey 

' done by Fortune Magazine, the six largest corporations in the world in terms of revenue 

are Japanese: Mitsubishi, Mitsui, Itochu, General Motors, Sumitomo Corp., and 

Marubeni Corp. They are bigger than the largest petroleum companies like Royal Dutch 

Shell and Exxon, while even second-tier Japanese trading company like Nichimen has a 

larger revenue stream than Switzerland’s Nestle and U.K.’s Unilever. Yet, as late as 

1993, a leading Japanese environmental monitoring group could not find one example of 

a detailed corporate environmental report issued by a major Japanese company (Park 

1998[b]).

4.1 Environmental Implications of Management *
and Corporate Governance

While companies in the Japanese private sector may not be dramatically different 

from their counterparts in the U.S. and Europe, there are several key differences between 

Japanese-style management versus U.S.- and European-style management that have 

important environmental policy and management implications.

a) Shareholder Activism and Corporate Governance

The first important difference is that shareholders do not play a visible role in 

Japan’s corporate governance structure. Their role is less than the case of European 

Union countries and certainly much less than in the U.S. While the lack of shareholder 

activism means that Japanese business executives are not all consumed with quarterly 

earnings compared to the case o f U.S. managers (an often-cited complaint leveled against



American corporate governance in the 1980s), weak shareholder input has also precluded 

the development of environmentally-minded non-governmental groups like the Investor 

Responsibility Research Center (IRRC) and the Coalition of Environmentally 

Responsible Economies (CERES) from trying to influence the corporate decision-making 

process. The lack of shareholder activism certainly does not explain, however, why the 

environmental awareness of companies in Germany and other West European countries 

are so much higher than those in Corporate America when shareholder activism in the 

U.S. is so much more pronounced than in the European Union.
f

b) Sogo Shosa and the Environment

The second important difference is the dominance of sogo shosha in the Japanese 

economy. Roughly translated as “trading companies”, there are no comparable Western 

business organism quite like the sogo shosa. One important feature of sogo shosa is that 

there are a few lines of industrial sectors in which they are not involved. Large sogo 

shosa like Mitsui, Mitsubishi, and Sumitomo are involved in a bewildering array of 

industrial sectors ranging from textiles to electronic commerce. They are building oil 

pipelines in Central Asia, speculating in real estate in Latin America, and building a 

consumer distribution network in Southeast Asia. The second feature of sogo shosa is 

that while Mitsubishi Corp., Mitsui, and Itochu are household names in Japan, they are 

virtually unknown outside of Japan, except for financial analysts and journalists who 

specialize in Japanese corporations. The anonymity of the sogo sosha is unfortunate in 

terms of the global environment, because the lack of name recognition has shielded many 

sogo shosa from proper ecological scrutiny (and in the process, has unfairly branded all
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Japanese companies as having environmentally unsound^management practices) that has 

become almost routine for many Western multi-national enterprises.

The third important difference is that the Japanese economic engine is being

driven by a select group of globally-competitive high-tech companies (e.g. Sony, Honda,

Toyota). Surrounding these globally-competitive companies is a sea of uncompetitive,

insulated small and medium-sized firms, many of which have been insulated from foreign
f

competition for years if  not decades. This is almost the reverse of the situation in the 

U.S., in which many small and medium-sized high-tech companies (particularly those in 

the internet sector) have been leading the country’s charge in technological and financial 

innovation. While the pretax profits of export-oriented, high-tech sectors have seen their 

revenue increase sharply in the past ten years (e.g. 84% increase for the 

telecommunication industry between 1989 - 1997), the profits of companies in less 

competitive and more domestically-insulated industrial sectors (e.g. 60% decrease for the 

steel industry between 1989 - 1997) have seen their profits decline rapidly. Thinking 

strategically about the environment requires a global vision and perspective, and only a 

limited number of Japanese companies are financially and organizationally equipped to 

translate the vision of sustainable development into a specific environmental management 

strategy (Katz 1998).

4.2 Japanese Business and the Environment: The Key M arket Drivers 

Although the factors behind greater environmental awareness among Japanese 

companies vary from company to company, one can detect three different, but 

overlapping and underlying reasons for the increasing awareness of global environmental
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problem issues. First, the growing linkage between corporate reputation and green 

management practices. Just as Royal Dutch Shell recently learned in the Brent Spar and 

Greenpeace case, Japanese companies have discovered that environmental considerations 

form an important component of a company’s corporate reputation and it is difficult to 

shed the image of an “eco-terrorist” once it is firmly established in the minds of 

consumers. Particularly for companies operating in consumer-oriented markets like 

electronics and retailing, environmental considerations have become an important 

marketing factor that can distinguish one’s products and services from competitors’.

The second reason is the growing market for environmental products and services. 

With the market for environmental services is estimated to be anywhere between $300- 

$400 billion a year, a large number of Japanese companies are exploring or have entered 

this potentially lucrative market in recent years. The heavy market demand for clean 

technologies can be seen in the scramble among solar technology firms to double output 

within the next couple of years to meet the growing demand for photovoltaics from India, 

Mexico, Indonesia, and other emerging economies. Japan’s Agency of Natural Resources 

and Energy reported that solar energy use in Japan is expected to increase 1,000 times to 

4.6 gigawatts by the year 2010, while the U.S. market for environmental technologies and 

services is estimated to be larger than established industries such as plastics and 

pharmaceuticals. Underscoring the growing market importance of environmental 

products and services, Japan’s Ministry of International Trade and Industry has already 

targeted the environmental protection market as one of its strategic industries for the 21st 

century (Inami 1996).



The third reason is that in a globalized economy, there is an urgent need for a 

modem environmental management system (Hall and Roome 1996). The demand for an 

anti-pollution and energy-efficient products system in the 1970s was brought on by the 

demand for energy conservation measures related to the two oil crises and the growing 

awareness of domestic ecological problems (Ishizu et al 1993). The need for a modem 

environmental management system in the 1990s is driven less by an “external” crisis than 

from an “internal” need to boost the firm’s eco-efficiency capacity in order to stay 

competitive in the global marketplace. The development of an eco-efficiency 

management strategy has been gradual, but the growing popularity of the ISO 14000, a 

global eco-certification standard, may be described as an important catalyst for

environmental management awareness in Japan. Japanese business interest in the ISO
ft

14000 series may be described as the 1990s version of the oil shock (although it will have 

far less impact on the country’s economy) since it has mobilized the Japanese business 

community around a single, tangible environmental management issue. Many Japanese 

companies made the mistake of not taking the emergence of the ISO 9000 quality 

management series seriously and they are determined not to make the same mistake 

again.

4.3 The Greening of Japan’s Motor Vehicles and 
Electric Power Industries

a) Motor Vehicles Industry

Meeting the twin goals of air quality and climate mitigation requires a 

fundamental reassessment of the country’s motor vehicle use and transportation policy. 

Transportation already accounts for 21 percent of Japan’s 337 million tons of greenhouse
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gas emissions and the Japanese government is trying to reduce this level by requiring 

automakers to raise the fuel efficiency 12-30 percent higher compared to 1995 levels.

- With growing economic and social pressures from new clean air regulations (from places 

like California) and global warming concerns, auto manufacturers are starting to compete 

with each other environmentally. Ford Motor Co., for instance, has certified all of its 

manufacturing plants to meet the specification of the ISO 14001; announced that all o f its

1999 sport utility vehicles and minivans (equal to its one-fifth of its U.S. sales) would 

qualify as low-emission vehicles, and like Daimler Chrysler, is planning to launch a new 

automobile model using advanced fuel cell technologies in the next five to six years.

Toyota’s environmental strategy is built around the Prius, its hybrid gasoline- 

electric automobile, that is four times cleaner than what is required by California air 

emissions standards, has a fuel efficiency standard of 66 miles a gallon, and is expected 

to be introduced in the U.S. in 2000. Widely regarded as the most green of all 

automakers, Honda is pursuing an aggressive worldwide campaign to promote its clean 

vehicles. The automaker already sells the Civic and Accord models carrying the Honda 

LEV (low emissions vehicle) engine (which produces the worlds’ cleanest emissions) in 

Japan, U.S., and Canada. Honda will soon be releasing its own hybrid model called the 

S2000 sports car, a two-seater vehicle that has a sticker price of about $30,000 and is 

more than 10 times cleaner than what is required by California standards. Although large 

sport-utility vehicles are big profit makers today, most auto executives and analysts agree 

that the internal combustion engine that has powered automobiles since the beginning of 

the industry will eventually give away to a more efficient and clean kind of power source 

(e.g. fuel cells, hybrid, electric, etc.).
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b) Electric Power Industry

With the rapid push toward deregulation in the power markets of North America, 

the European Union, and emerging economies, the business environment of the global 

power market has been dramatically altered in recent years. Profit margins, strategic 

overseas investments, and shareholder equity have replaced stability and predictability as 

the new business paradigm in the international electric power industry. With companies 

and consumers in Japan paying the highest price for electricity in the industrialized world 

(see appendix 4), the high price of a electricity represents an important business 

competitiveness issue for companies in energy- and export-intensive industries. This is 

particularly true now that Japan is desperately trying to end the economic turmoil caused 

by overregulation and a weak banking system. What remains to be seen is if Japan will 

be able to deregulate its electric power industry and at the same time, comply with the 

Kyoto climate change pledge of reducing the country's greenhouse gas emissions by 6 

percent (compared to 1990 levels) in the next 10-12 years, and continue to meet its 

energy security objective of expanding the use of nuclear power in the national energy 

supply.

If the electric power industry takes the necessary steps to increase its profit 

margins, including relying more heavily on coal consumption (thereby increasing the 

emissions of C02) and cutting back on nuclear power R&D expenditures, Japan may 

have a difficult time in fulfilling its Kyoto climate change pledge and maintaining its 

energy security commitment to nuclear power R&D. Conversely, if the electric power 

industry makes the Kyoto climate pledge and Japan’s energy security commitment to
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nuclear power R&D a high priority, Japan may not be able to power rates that are 

competitive with the rest of the industrialized world. Deregulation may help bring the 

prices down, but it will present other economic, environmental, and energy challenges for 

Japan and other countries moving in this direction.

5. Japan in the Age of Environmental Globalization

On the eve of the 21 st century, Japan faces a number of unresolved global 

sustainability questions. Will Japan’s emissions obligation under the Kyoto Protocol 

make the country more dependent on nuclear power? Can Japanese industry, particularly 

the electric power industry, be able to strike a balance between deregulation and 

environmental protection efforts? Can Japan better direct its official development 

assistance programs to address sustainable development problems on the regional and 

global level? There are many good questions and issues that need to be more fully 

explored, but much of the urgency has unfortunately been greatly overshadowed by 

Japan’s increasingly fragile economic situation. Japan’s unemployment problem actually 

eclipsed that of the U.S. in late 1998 and it is possible that it may break through the 5 

percent jobless figure by the end of 1999.

Although economic recovery has become Japan’s number one public policy 

priority for the past couple of years, there are signs that environmental concerns have not 

been completely ignored. Japanese governmental, private sector, and nonprofit groups 

are meeting on a regular basis to develop and revise anti-climate change measures, while 

Japan has become one of the world’s leaders in the number of ISO 14001 (eco- 

certification) companies and organizations in the world in a very short period of time.
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One of the most encouraging signs has undoubtedly been the passing of Japan’s pollutant 

release and transfer register (PRTR) system (what is known in the U.S. as the toxic 

release inventory) in the spring of 1999.

The proposed PRTR system, which should be fully operational in the next couple 

of years, requires Japanese companies and industries (that release large quantities of 

pollutants) to report the emissions o f 200-300 different kinds of chemicals and industrial 

byproducts, including dioxin and a number of suspected hormone-disrupting compounds 

to the relevant government ministries (e.g. drug companies will submit the PRTR 

information to the Ministry of Health and Welfare, and so forth). The data will then be 

forwarded to the Ministry of International Trade and Industry and the Environment 

Agency, which will compile and tabulate it according to industry types and localities.

The development of the PRTR system in Japan is significant not only because it 

gives the Environment Agency some limited administrative authority (a concept that it 

would be virtually unthinkable even few years ago) over companies and business groups 

and the exclusive domain of the more politically powerful economic ministries; but also, 

in many ways, the adoption of the PRTR system signals the triumph of a global ethos of 

accountability and transparency that has been tragically absent in the Japanese public and 

private sector. Heightened by advances in communication technologies and the pressures 

brought on by economic globalization, many Japanese government agencies, companies, 

and organization are learning that an important component of a sustainable organizational 

culture is transparency and the democratization of information.
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Appendix 1

Budgets for Environmental Conservation 
by Relevant Ministries and Agencies

(Unit: in Millions of Yen)

Ministries/Agencies Fiscal 1996

• Prime Minister’s Office

- National Police Agency . 343
- Environmental Disputes 603

Coordination Commission
- Hokkaido Development Agency 92,663
- Defense Facilities Admin. Agency 100,448
- Economic Planning Agency 153
- Science and Technology Agency 337,602
- Environment Agency 75,636
- Okinawa Development Agency 38,707
- National Land Agency 17,518

• Ministry of Foreign Affairs 3,925
• Ministry of Finance 3,765
• Ministry of Education 70,726
• Ministry of Health and Welfare 148,128
• Ministry of Agriculture, Forestry, 275,398

and Fisheries
• Ministry of International Trade and 212,642

Industry
• Ministry of Transport 76,831
* Ministry of Posts & Telecommunications 1,262
• Ministry of Labor 187
* Ministry of Construction 1,287,502
* Ministry of Home Affairs 20

Source: Japan’s Environment Agency (1997)
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Appendix 2

Outline of the Keidanren Voluntary Action 
Plan on the Environment 

(June 17,1997)

Policy Strategy to Address Global W arming

Objectives

Many industries have established'concrete objectives, include a completion target of 
2010, as part of their voluntary plans. Eighteen industries have outlined these 

objectives in terms of improvements in the level of energy input per unit of output or 
C02 emission per unit of output; fourteen industries have defined their targets in 
terms of reduction in the total amount of energy used or C02 emitted, and eight * 
industries have established energy conservation measures that seek to lower energy 
consumption during the stage in which services are provided or products are used.

Measures

In terms of specific measures, many industries have placed their emphasis on 
improving the efficiency of energy use. These measures include the formulating of 

careful and detailed innovations relating to operations control, including energy 
conservation in offices; making improvements in equipment and processes; and 
engaging in and implementing developments from technological research.

Other industries cite the effective use of heat exhaust, electricity generation using 
waste materials, co-generation, adopting new forms of energy, and the changing of 
fuels. In the electric power industry, the increased use of nuclear power has been 
cited as well as the enhancement of its functions and performance.

Source: Keidanren (Japan Federation of Economic Organizations)
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Appendix 3

Japan’s Climate Technology Strategy

O E C D /IE A  Scoping Study on E nergy an d  Environm ental T echnologies (1994-1995)

v

C lim ate Technology Initiative (1995)

Proposed jointly by the OECD/IEA member countries (with Japan credited as the key backer o f the 
initiative) at the 1995 international climate change conference in Berlin, Germany, the climate 
technology initiative (CTI) is a linked set o f national and international measures to accelerate the 
development and diffusion o f  climate-friendly technologies in al! relevant sectors.

5
Global Renew able Initiative (1997)

Post-Kyoto C lim ate Technology S trategy (1998)

Integrated with the national global warming bill promulgated in the fall o f  1998, the post-Kyoto climate 
change technology strategy is based on the application o f 20 essential energy technologies over three 
time periods. In the first phase (1998 - 2010), 12 existing technologies are to be utilized to increase 
energy efficiency and to promote new energy resources. In the second phase (2010 - 2030), the 
emphasis will shift to the use o f four advanced technologies like hydrogen fuel batteries for 
automobiles. In the third phase (2030 and beyond), four super-advanced technologies like the use o f  
solar cells in space will be used to generate power.

Source; various MITI handouts and documents (1996-1998)
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Prices of Electric Power for Selected Countries

Appendix 4

Country
Industrial Consumers 

(Cents [US] per 
Kilowatt Hour)

Residential Consumers 
(Cents [US] per 
Kilowatt Hour)

• Denmark 6.9 20.9
• France 6.0 16.7
• Germany 10.1 20.4
• Ireland 6.6 13.2
• Italy 9.3 16.9
• Jap an 18.5 26.9
• Netherlands 7.0 13.6
• New Zealand 3.9 7.8
•  Spain 8.2 19.4
• Sweden 3.9 9.4
• United Kingdom 6.8 12.4
• United States 4.7 8.4

Source: International Energy Agency (1997)
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