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Keigo Akimoto Systems Analysis Group Leader, Chief Researcher,Research Institute

of Innovative Technology for the Earth (RITE)

Pascal Daleiden Country Managing Director Austria, Germany and Switzerland,
Hitachi Energy Germany AG

Andrew Hammond  Director of External Affairs, Mitsui Europe
Naoyuki Haraoka Executive Managing Director, Japan Economic Foundation

Masami Hihara Deputy Director-General of Berlin Office, Japan External Trade
Organization (JETRO) Berlin / METI

Takashi Mogi Director of Industrial Research, Japan External Trade
Organization(JETRO) London / METI

Akihiko Tamura Director General, Japan External Trade Organization(JETRO)
Paris / METI

Masakazu Toyoda  Chairman & CEO, Japan Economic Foundation

Mariko Watanabe  Director, Research Division Energy, Transport and Climate Policy,
Wuppertal Institute
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Clara Brandi

Andreas Goldthau
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Stefan Thomas
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Head of Program, Transformation of Economic and Social Systems,
IDOS German Institute of Development and Sustainability

Global Public Policy; Director, Willy Brandt School of Public Policy,
Erfurt University

former president of the Wuppertal Institute/Principal Advisor of the
GJETC

Research Coordinator Energy and Climate Policy, Oeko Institute

former chief production officer, Covestro AG, member of the German
hydrogen council

Director, Research Division Energy, Transport and Climate Policy,
Wuppertal Institute
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Rie Watanabe

Professor, School of International Politics, Economics and
Communication, Aoyama Gakuin University
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Background

The Japan-Europe Forum is organized regularly by the Japan Economic Foundation in
cooperation with partners in European states. The aim of this expert roundtable is
an exchange of information and standpoints on top priority issues and challenges for
sustainable and inclusive global development to seek possible solutions. This will be
done through expert inputs by invited speakers lasting roughly 10 minutes each and
an open discussion following the Chatham House Rule for each part. The joint
findings, takeaways and recommendations are communicated to the worldwide
community through recordings of the speaker-inputs and summaries of the

subsequent discussions.



Agenda

10:00 Welcome and Opening Remarks

Prof. Peter Hennicke, former President of the Wuppertal Institute

Mr. Masakazu Toyoda, Chairman & CEO, Japan Economic
Foundation (JEF)

10:15 - 12:45 Part 1:
“The impact of geopolitical developments on energy security and
environment”

e  Which geopolitical developments do we need to prepare for in the
next 10 years in the context of the long-term net zero targets?

e Energy Efficiency is one way to avoid the impact of geopolitical
development: How far and how quickly can we reduce energy
consumption through energy efficiency and lifestyle changes?

e Domestic energy is another way to avoid the impact of geopolitical
development: How much of the following energy can be domestic or
imported; RES electricity, clean hydrogen and derivatives, nuclear,
and CCUS?

e Energy Stockpiling [e.g., of LNG or clean hydrogen and derivatives] is
the third way to alleviate the impact of geopolitical development:
How can we strengthen international cooperation and supply chains?

Moderator: Naoyuki Haraoka, Executive Managing Director,
Japan Economic Foundation (JEF)



10:15 - 10:55

10:15 - 10:25

10:25 - 10:35

10:35 - 10:45

10:45 - 10:55

11:00 - 12:35

12:35 - 12:45

Inputs

Speakers
(Japanese side):

Speakers (German
side):

Discussion

Discussants
(Japanese side):

Discussants
(German side):

Discussant (for
both sides):

Summary by the
moderator

Prof. Keigo Akimoto, Systems Analysis Group Leader,
Chief Researcher, RITE Research Institute of Innovative
Technology for the Earth

Mr. Masami Hihara, Deputy Director-General, JETRO
Berlin/ METI

Prof. Andreas Goldthau, Global Public Policy; Director,
Willy Brandt School of Public Policy, Erfurt University

Dr. Felix Matthes, Research Coordinator Energy and
Climate Policy, Oeko Institute

Mr. Pascal Daleiden, Country Managing Director,
Austria, Germany and Switzerland,
Hitachi Energy Germany AG

Mr. Andrew Hammond, Director of External Affairs,
Mitsui Europe

Mr. Takashi Mogi, Director of Industrial Research, JETRO
London/METI

Dr. Akihiko Tamura, Director General, JETRO Paris
/METI

Prof. Mariko Watanabe, Faculty of Economics,
Gakushuin University

Dr. Klaus Schaefer, former chief production officer,
Covestro AG, member of the German hydrogen council

Dr. Stefan Thomas, Director, Research Division Energy,
Transport and Climate Policy, Wuppertal Institute

Prof. Peter Hennicke, former president of the
Wuppertal Institute /Principal Advisor of the GJETC

Dr. Rie Watanabe, Professor, School of International
Politics, Economics and Communication, Aoyama Gakuin
University



13:00 - 14:00 Executive Lunch

14:00 - 16:00 Part 2: “Trade & Investment and Green Transformation”

Opportunities and challenges comparing the role of the USA, the EU/Germany and
Japan

Competition in specific critical green technologies and materials: How can we
realize the supply chain cooperation?

Assessment of trade and competition related challenges of the IRA: How can we
deal with protectionist tendency?

Potential of initiatives by EU/USA/Japan to cooperate and avoid a “trade war”
CBAM: how can we consider the concerns of the Global South?

EV related matters (re. China’s dominance in the market and EV purchasing
subsidies)

Moderator: Dr. Stefan Thomas, Wuppertal Institute

14:00 - 14:40 Inputs

Speakers
(Japanese side):

14:00 - 14:10 Dr. Akihiko Tamura, Director General, JETRO Japan

External Trade Organization, Paris / METI Ministry
of Economy, Trade and Industry

14:10 - 14:20 Prof. Mariko Watanabe, Faculty of Economics,

Gakushuin University

Speakers
(German side):

14:20 - 14:30 Prof. Dr. Clara Brandi, Head of Program,

Transformation of Economic and Social Systems,
IDOS German Institute of Development and
Sustainability

14:30 - 14:40 Dr. Klaus Schaefer, former chief production

officer, Covestro AG, member of the German
Hydrogen Council



14:40 - 15:50 Discussion

Discussants
(Japanese side):

Discussants
(German side):

Discussant
(for both sides):

16:00 Final Remarks
16:15 Coffee /

Get Together
17:00 End

Further participants:

Junko Ishii, JEF

Frank Labunski, Wuppertal Institute
Fiona Bunge, Wuppertal Institute
Johanna Schilling, ECOS

Prof. Keigo Akimoto, Systems Analysis Group
Leader, Chief Researcher, RITE Research Institute
of Innovative Technology for the Earth

Mr. Pascal Daleiden, Country Managing Director,
Austria, Germany and Switzerland, Hitachi Energy
Germany AG

Mr. Andrew Hammond, Director of External
Affairs, Mitsui Europe

Mr. Masami Hihara, Deputy Director-General,
JETRO Berlin/ METI

Mr. Takashi Mogi, Director of Industrial Research,
JETRO London/METI

Dr. Felix Matthes, Research Coordinator Energy
and Climate Policy, Oeko Institute

Prof. Andreas Goldthau, Global Public Policy;
Director, Willy Brandt School of Public Policy,
Erfurt University

Prof. Peter Hennicke, former president of the
Wuppertal Institute / Principal Advisor of the
GJETC

Dr. Rie Watanabe, Professor, School of
International Politics, Economics and
Communication, Aoyama Gakuin University

Prof. Peter Hennicke, former President of the
Wuppertal Institute

Mr. Masakazu Toyoda, Chairman & CEO, Japan
Economic Foundation (JEF)
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(Japanese Side)

Keigo Akimoto

Systems Analysis Group Leader, Chief Researcher,
Research Institute of Innovative Technology for the Earth (RITE)

Keigo Akimoto was born in 1970. He received Ph.D. degree from Yokohama National University in
1999. He joined Research Institute of Innovative Technology for the Earth (RITE) to work with the
Systems Analysis Group in 1999. Currently he is the Leader of the Group and a chief researcher at
RITE. He was a guest researcher at IIASA in 2006, and a guest professor, the Graduate School of
Arts and Sciences, the University of Tokyo between FY2009 and FY2014. From November 2022, he s
a specially appointed professor at, Institute of Innovative Research, Tokyo Institute of Technology. He
was a Lead Author for the Fifth and Sixth Assessment Reports of [PCC and is a member for several
advisory bodies on energy and environmental policy for the Japanese government including the Stra-
tegic policy committee, Advisory Committee for Natural Resources and energy. His scientific interests
are in modeling and analysis of energy and environmental systems. He received the Peccei Scholar-

ship from IIASA in 1997, and an award from the Japan Society of Energy and Resources in 2004.




Pascal Daleiden

Country Managing Director Austria, Germany and Switzerland,
Hitachi Energy Germany AG

Pascal Daleiden, 51, a native of Luxembourg, holds a degree in electrical engineering and industrial
information technology from the Karlsruhe Institute of Technology and started his career at Schneider
Electric and Rockwell Automation.

In 2009, he joined ABB Benelux as a Power Technology Sales Manager and moved to ABB Germany
in 2014, also as a Power Technology Sales Manager.

Since the launch of the joint venture between Hitachi and ABB in July 2019, he has served as Head
of Sales and Market- ing Germany.

Since March 1, 2022, he has been CEO of Hitachi Energy Germany AG and Country Managing Di-

rector in Germany, Austria, and Switzerland.




Andrew Hammond

Director of External Affairs, Mitsui Europe

Andrew Hammond is the Director of External Affairs for Mitsui Europe. Before joining, he worked in
the UK Government as a Special Adviser when the United Kingdom last held the Presidency of the
EU. He has also previously been employed by consultancy firms advising organisations in the public,
private, and third sectors on strategy and performance, including navigating complex political and
economic landscapes that impact operations, reputation, policy, and investments. He is a Visiting Fel-

low at LSE IDEAS at the London School of Economics.




Naoyuki Haraoka

Executive Managing Director, Japan Economic Foundation

Born in Tokyo in 1955. After graduating the University of Tokyo in 1978 (Bachelor of Economics),
he joined MITI (Ministry of International Trade and Industry) of Japanese government. Having been
posted in the industrial policy section and the international trade policy section for a few years, he
was enrolled in a two year MPA (Master of Public Administration) programme at Woodraw Wilson
School

of Princeton University in the US on a Japanese government sponsorship. After having acquired
MPA at Princeton, he rejoined MITI in 1984 as an economist. Since then he had been posted as
Deputy Director and Director of a number of MITI divisions including Research Division of Inter-
national Trade Policy Bureau. He was also posted in Paris twice, firstly, Principal Economist of Trade
Bureau of OECD (Organization of Economic Cooperation and Development) from 1988 to 92 and
secondly Counselor to Japanese Delegation of OECD from 1996 to 99.

After coming back to MITI from his second stay in Paris, at the occasion of the government structur-
al reform in 2001 when MITI was remodelled as METI (Ministry of Economy Trade and Industry) he
joined the efforts to found METTI research institute, Research Institute of Economy Trade and Indus-
try as its Director of Administration. He became Chief Executive Director of JETRO San Francisco
in 2003 and stayed in San Francisco until 2006. He was Director-General of METT Training Institute
from 2006 until July, 2007 when he left METI permanently and joined JEF as Executive Managing

Director.




Masami Hihara

Deputy Director-General of Berlin Office, Japan External Trade
Organization (JETRO) Berlin/METI

Masami Hihara joined JETRO Berlin as Deputy Director-General in July 2022 and was also appoint-
ed Special Advisor to the Minister's Secretariat on European Affairs at the Ministry of Economy,
Trade and Industry (METI) of Japan. Prior to his current appointment, he held various positions in
METT over a period of 20 years, including Director of the Corporate Finance and Tax Affairs Division
of the Small and Medium Enterprise Agency, and Principal Deputy Director of the Budget and Ac-
counts Division of the Minister’s Secretariat. In 2014, while serving as Deputy Director of the Hydro-
gen and Fuel Cells Strategy Office at MET]I, he was instrumental in developing Japan’s first hydrogen
and fuel cell strategic roadmap, which later became the basis for the world’s first national hydrogen

strategy.




Takashi Mogi

Director of Industrial Research, Japan External Trade Organization
(JETRO) London/METI

- |

2004 Joined METI

Policy Planning and Coordination Division, Trade policy Bureau

2005 Americas Division, Trade policy Bureau

2007 Global Environmental Affairs Office,

Industrial Science, Technology and Environment Policy Bureau

2010 University College London, MSc Public Policy

2011 King's College London MA European Public Policy

2012 Deputy Director, Policy Evaluation Division, Minister's Secretariat
2013 Deputy Director, Budget and Finance Division, Minister's Secretariat
2014 Deputy Director, Oil and Gas Division,

Agency for Natural Resources and Energy

2016 Deputy Director, Finance Division,

Small and Medium Enterprise Agency

2019 Deputy Director, Policy Planning and Coordination Division

Small and Medium Enterprise Agency

2020 Deputy Director, Personnel Division, Minister's Secretariat

2021 Director for Personnel Affairs, Minister's Secretariat

2023 Director, Industry Creation Policy Division,Economic and Industrial Policy Bureau

2024 Director for Industrial Research, JETRO London Special Advisor to METI




Akihiko Tamura
Director General, Japan External Trade Organization (JETRO)Paris/METI

Dr. Akihiko Tamura was appointed Director General of JETRO in France in August 2023, seconded
by the Ministry of Economy, Trade & Industry (METI). He has strong expertise in international po-
litical economy, global governance, international economic law, regional integration (EU and Asia in
particular), and China.

Before joining JETRO he was Councilor in charge of the TPP (Trans-Pacific Partnership) at the Cab-
inet Secretariat of the Japanese government. He spent more than 30 years at METI serving, among
others, as Director-General for Trade Policy and Chief Negotiator for the Regional Comprehensive
Economic Partnership (RCEP).

Dr Tamura was also a Legal Affairs Officer at WTO and First Secretary at the Japanese Embassy in
the United States of America. He also worked in Beijing as General Manager at the Japan-China Eco-
nomic Association.

He was born in Tokyo in 1966. He holds a bachelor’s in law from the University of Tokyo, a Master
of Laws (LL.M) from Harvard Law School, and a Doctor of Juridical




Masakazu Toyoda

Chairman & CEQ, Japan Economic Foundation

Masakazu Toyoda currently serves as the Chairman and CEO of the Japan Economic Foundation (JEF),
as well as Special Advisor to the Institute of Energy Economics of Japan and Director of the Pacific
International Center for High Technology Research.

He is the former Chairman and CEO of the Institute of Energy Economics (2010-2021); served also
for nearly a decade on both the Board of Governors of the Oxford Institute of Energy Studies (2012-
2021); and the International Advisory Board Council of the King Abdullah Petroleum Studies and Re-
search Center (KAPSARC) in Saudi Arabia (2011-2019).

During his distinguished government career, he served in numerous key positions within the Ministry
of Economy, Trade, and Industry of Japan culminating in his service as Vice Minister for Internation-
al Affairs (2007-2008). He also subsequently served as Secretary General of the Secretariat for Space
Policy in Japan’s Cabinet Secretariat.

Mr. Toyoda holds a Master of Public Affairs degree from the Woodrow Wilson School of Public and
International Affairs at Princeton University (1979), and an undergraduate Bachelor of Law degree

from the University of Tokyo (1973).




Mariko Watanabe

Professor, Faculty of Economics, Gakushuin University

Business Strategy, Supply Chain Management, Manufacturing System, Management Science, Ga-
kushuin University

Education/Profession

1991 BA of Economics, University of Tokyo

1991-2013 Research Fellow, Institute of Developing Economies

1999 M.Phil at School of Business, University of Hong Kong

2006-2009 Visiting Scholar at Guanghua School of Management,Peking University

2011 Ph.D from University of Tokyo

2013 Professor, Gakushuin University

Research
Research Fields
Applied Micro Economics (Empirical 10, Law and Economics, Contract Theory, Business Eco-

nomics),




{German Side)

Clara Brandi

Head of Program, Transformation of Economic and Social Systems,
IDOS German Institute of Development and Sustainability

Clara Brandi has been a professor in International Economics / Development Economics at the
University of Bonn since 9.2022 and the head of the Research Programme "Transformation of
Economic and Social Systems" at the German Institute of Development and Sustainability (IDOS)
since 12.2020. Her research area is the transformation of economic and social systems and she
has expertise for East Asia. After graduating from Albert-Ludwigs-University, Freiburg 2004, she
has experience in the European Parliament and International Labour Organisation in Geneva
from 2000-2001 and gained an M.Phil. and MRes in political sciences at the University of Oxford
from 2004-2006 and European University Institute in Florence in 2007. After that, she returned
to Geneva to work in the Department of Ethics, Equity, Trade, and Human Rights in Geneva
for a year and became a PhD researcher at the European University Institute in Florence. In
2009, she joined the German Development Institute (DIE) as a researcher and experienced the
German Advisory Council on Global Environmental Change (WBGU) as a Senior Researcher
there.

She 1s a member of ADBI Advisory Council 2024-2026, Economic Advisory Network of the
German Federal Ministry for Economic Cooperation and Development and the Academic

Council for Programme Evaluation of Alexander von Humboldt Foundation, and co-chair of VSS

Academic Advisory Counsil.




Andreas Goldthau
Global Public Policy; Director, Willy Brandt School of Public Policy, Erfurt University

Andreas C. Goldthau is Director of the Willy Brandt School of Public Policy at the University of
Erfurt where he holds the Franz Haniel Chair for Public Policy at the Faculty of Economics, Law
and Social Sciences. Before joining the Brandt School he served as Research Group Lead on the
Energy Transition in the Global South at the Research Institute for Sustainability — Helmholtz
Center Potsdam (RIFS), as Professor in International Relations at Royal Holloway College, Uni-
versity of London and as Professor at Central European University’s School of Public Policy in
Budapest. He was Marie Curie Senior Fellow with the Geopolitics of Energy Project at Harvard
Kennedy School and Adjunct Professor with John Hopkins’ MSc program in energy policy and
climate. He also held postdoctoral appointments at the Paul Nitze School of Advanced Interna-
tional Studies at Johns Hopkins University, the RAND Corporation and the German Institute
for International and Security Affairs. Professor Goldthau is non-resident fellow with the Payne
Institute at the Colorado School of Mines, the Global Public Policy Institute and the German
Council on Foreign Relations, and a Visiting Professor at the College of Europe in Bruges.
Professor’s Goldthau's academic interests lie in energy security, energy geoeconomics and the
political economy of the clean transition. His publications include The Politics of Shale Gas in
Eastern Europe (Cambridge University Press, 2018), the Handbook of the International Political
Economy of Energy and Natural Resources (Edward Elgar, 2018), an Energy Union. Europe’s
new Liberal Mercantilism? (Palgrave Macmillan, 2016).

Professor Goldthau serves on the editorial boards of the European Journal of International Rela-
tions, Global Policy, Energy Policy, Contemporary Politics and Energy Research in Social Science,

and sits on the steering committees of leading academic associations.




Peter Hennicke

former president of the Wuppertal Institute/Principal Advisor of the GJETC

Professional Experience

2014-2015 Guest Professor, International Institute for Industrial Environmental Economics (IIIEE),
University of Lund, Sweden

2008—present Senior Advisor at the Wuppertal Institute

2000-2008 President of the Wuppertal Institute

1998-2000 Vice President of the Wuppertal Institute

1994 Professor at the University of Wuppertal

1988-1992 Professor of Economics, University of Applied Sciences, Darmstadt

1981 Postdoctoral qualification in Economic Policy with emphasis on Energy Policy, University of Os-
nabriick

1977 PhD in Development Theory, University of Bremen

Special Assignments (selected)

2015-present Full Member of the Club of Rome

2012-2016 Member of the Management Board of the European Environmental Agency (EEA) as a
representative of the European Parliament

2016-2022 Co-Chair of the German-Japanese Energy Transition Council

2002-2006 Member of the Scientific & Technical Advisory Panel (STAP) of the Global Environment
Facility (GEF)

2002-2003 Member of the ,Board of Trustees” of the Institute of Global Environmental Strategies
(IGES)

19892002 Expert Member of three Enquiry Commissions of the German Bundestag on Climate and

Energy




Felix Matthes

Research Coordinator Energy and Climate Policy, Oeko Institute

Research area
German, European, and International Decarbonisation Strategies, Energy System Modelling, Energy

and Climate Policy Mix, Energy Market Design, Energy Technology Assessments

Professional Experience

2009 — present Research Coordinator Energy & Climate Policy, Oeko Institute

2007 — 2008 Visiting Scientist at the Massachusetts Institute of Technology (MIT), Cambridge, MA
2003 — 2004 Deputy Director, Oeko-Institut

1997-2008 Coordinator of the Energy & Climate Division, Oeko-Institut

1999 PhD in Political Science, Free University of Berlin

1991-1997 Senior Researcher, Energy Division, Oeko-Institut

Special Assignments

2022 - present Member of the Expert Commission on Monitoring the Energy Transition

2016 - present Member of the German-Japanese Energy Transition Council (GJETC)

2018 Member of the Special Commission on “growth, structural economic change and employment”
of the German Government

2011 Advisory Group of the European Commission for the EU Energy Roadmap 2050

2000 — 2002 Study Commission of the German Federal Parliament (Deutscher Bundestag) on Sus-

tainable Energy




Klaus Schaefer

former chief production officer, Covestro AG, member of the German hydrogen council

Research Current acticities/ board roles

Since 2019 TUV Rheinland AG: Supervisory board

Since 2019 National Hydrogen Council: member

Since 2018 Dechema e.V. : Chairman of the board

Since 2023 University of Cologne Hochschulrat: member

Since 2024 Cyclize Chairman of the advisory board

Professional Experience

2015-2023 Covestro AG Board Member

2015 Bayer Material Science: Industrial Operations and ExCo Member

2013-2014 Bayer MaterialScience: Senior Vice President production polyurethane
2011-2013 Bayer MaterialScience: Senior Country Representative China (President)
2006-2011 Currenta GmbH & Co. OHG: CEO

2001-2006 BAYER AG: Senior Vice President Technology Bayer Polymers/ MaterialScience
2000-2001 BP Grangemouth: Utilities Manager

1996-2000 EC Erddlchemie GmbH Plant Manager Ethylene Oxide

1993-1996 EC Erdolchemie GmbH: Lead Engineer

1991-1993 EC Erddlchemie GmbH: Group Lead

1984-1991 University of Cologne: Different assistant/support functions in research and education

Education
1989 University od Cologne: PHD Physics
1987 University of Cologne: Diplom-Physiker




Stefan Thomas

Director, Research Division Energy, Transport and Climate Policy, Wuppertal Institute

Research area
Energy, Transport and Climate Policy

Energy Efficiency and the related Policy, Energy Services, New Business Fields of Ultilities

Professional Experience

2003 — present Director of the research group "Energy, Transport and Climate Policy®, Wuppertal
Institute

1993 — 2003 Project Co-ordinator in the Energy Division and Scientific Coordination: Energy
Efficiency and New Business Concepts, Wuppertal Institute

1991 — 1993 Research fellow and Project Co-oordinator in the Energy Division at the Oko-

Institut, Darmstadt Office

Special Assignments

Since 2023 Co-chair of the German-Japanese Energy Transition Council

2012 — 2014 Co-Chair of the International Energy Program Evaluation Conference (IEPEC)
2012 — present Member, Editorial Board of Journal “Energy Efficiency”




(For both sides)

Rie Watanabe

Professor, School of International Politics,
Economics and Communication, Aoyama Gakuin University

Dr. Rie Watanabe is a political scientist with expertise in policy process theories, comparative
politics, and central (federal) and local climate and energy politics in Germany, EU, Japan, and
the United States. Her special interests in research lie in examining the role of actors’ beliefs in
climate and energy policy changes in the process towards paradigm shift and in constructing a
model of paradigm shifts.

As of April 2022, she i1s working as full-professor in the School of International Politics,
Economics and Communication, Aoyama Gakuin University. She received her Bachelor’s (1992)
and Master’s (1994) degrees in Law from the University of Tokyo, Japan, and her PhD (2009)
from the Free University of Berlin, Germany. She promoted with her dissertation entitled “Climate
Policy Changes in Germany and Japan: A Path to Paradigmatic Policy Change” (Routledge,
2011).

Before joining the Aoyama Gakuin University, she has been working at international
environmental research institutes, including the Wuppertal Institute for Climate, Environment
and Energy in Germany, and also serving as a member of Japan's delegates for the negotiations
of the United Nations Framework Convention on Climate Change. She also spent one year
(2019-2020) as a visiting research fellow at the Weatherhead Center, Harvard University, and at
the PRICE school, University of Southern California.
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Topic: The impact of geopolitical developments on energy security,
environment, supply chains and green transformation

Time: Monday, September 16th, 2024, 10:00 — 16:00 CEST

Location: Wuppertal Institute for Climate, Environment and Energy,
Wuppertal, Germany

The Japan-Europe Forum is organized regularly by the Japan Economic Foundation
in cooperation with partners in European states. This year, it was co-organized with
the Wuppertal Institute in Wuppertal, Germany. The aim of this expert roundtable is an
exchange of information and standpoints on top priority issues and challenges for
sustainable and inclusive global development to seek possible solutions. The experts
invited were selected from academia, science, governmental organizations, and
business.

Two years after Russia’s full invasion of Ukraine, energy security and energy costs are
still high on the agenda in many countries, including Japan and Germany. Worries
about oil and gas supply have been increased due to the new conflicts in the Middle
East, following the Hamas attack on 7 October 2023 and Israel’s reaction. At the same
time, severe floodings in many countries in 2024 brought the need to mitigate climate
change back on the agenda. Therefore, the first session of this Forum focused on The
impact of geopolitical developments on energy security and environment.

Achieving net zero greenhouse gas emissions by 2050 and achieving the COP-28
goals of tripling electricity generation from renewable energies and doubling the rate
of energy efficiency improvement by 2030, as well as transitioning away from fossil



fuels in the long run requires massive investments in clean technologies, their
production facilities, and their critical supply chains for products and raw materials.
Countries or blocks such as the USA, China, the EU, and Japan aim to secure their
share in these clean technologies of the future. In doing so, they may compete or
cooperate. Current trends, challenges, and opportunities for trade and cooperation
were discussed in the second session on Trade & Investment and Green
Transformation.

This summary includes the key discussion points of the 15" Japan-Europe Forum,
which were raised during the open and guided discussion rounds that formed an
integral part of the Forum. Due to the Chatham House rules, the names of the
discussants will not be disclosed. As this document is a summary but no transcript, it
has no claim for completeness.

During the Forum, input presentations as well as introductory and closing remarks of
the session moderators have been recorded for further documentation and
dissemination. Therefore, the content of these recorded input presentations and
remarks has not been included in this summary, but the names and affiliation of the
presenters have been mentioned.

Welcome and opening remarks

e Prof. Peter Hennicke, former President of the Wuppertal Institut
e Mr. Masakazu Toyoda, Chairman & CEO of the Japan Economic Foundation
(JEF)



Part 1: “The impact of geopolitical developments on
energy security and environment”

Key questions

Which geopolitical developments do we need to prepare for in the next 10 years
in the context of the long-term net zero targets?

Energy Efficiency is one way to avoid the impact of geopolitical development:
How far and how quickly can we reduce energy consumption through energy
efficiency and lifestyle changes?

Domestic energy is another way to avoid the impact of geopolitical
development: How much of the following energy can be domestic or imported,;
RES electricity, clean hydrogen and derivatives, nuclear, and CCUS?

Energy Stockpiling (e.g., of LNG or clean hydrogen and derivatives) is the third
way to alleviate the impact of geopolitical development: How can we strengthen
international cooperation and supply chains?

Input presentations

Dr. Keigo Akimoto, Systems Analysis Group Leader, Chief Researcher, RITE
Research Institute of Innovative Technology for the Earth: The impact of
geopolitical developments on energy security and environment: Japan’s
perspectives

Prof. Andreas Goldthau, Global Public Policy; Director, Willy Brandt School of
Public Policy, Erfurt University: The impact of geopolitical developments on
energy security, environment, supply chains and green transformation

Mr. Masami Hihara, Deputy Director-General, JETRO Berlin/METI: Japan’s
Energy Policy Amid Rising Geopolitical Tensions

Dr. Felix Matthes, Research Coordinator Energy and Climate Policy, Oeko
Institut: The impact of geopolitical developments on energy security and
environment

Moderator
Naoyuki Haraoka, Executive Managing Director, Japan Economic Foundation

Discussants:

Prof. Mariko Watanabe, Prof. Dr. Peter Hennicke, Dr. Rie Watanabe, Dr. Stefan
Thomas, Dr. Keigo Akimoto, Prof. Andreas Golthau, Dr. Felix Matthes, Mr. Masami
Hihara, Mr. Pascal Daleiden, Mr. Andrew Hammond, Dr. Klaus Schaefer, Mr. Takashi
Mogi, Dr. Akihiko Tamura



Summary of the part 1 discussion

The discussion centered on the multifaceted challenges of the global energy transition,
with a particular focus on Japan and Germany. Several key themes emerged
throughout the conversation, reflecting the complexity of navigating energy policies,
technological innovation, and geopolitical considerations in the pursuit of
decarbonization.

A recurring theme is the prioritization of energy efficiency as a cornerstone of
sustainable energy policy, following the ‘energy efficiency first’ principle. Multiple
discussants stressed the importance of advancing energy efficiency across sectors,
particularly in Japan, where improvement rates have slowed. The need for integrating
energy efficiency with broader lifestyle changes enabled by sufficiency policies and
with resource efficiency was emphasized, aiming to achieve a “low-energy-demand
society.” This shift, discussants argued, would not only reduce energy consumption,
with its multiple benefits, but also facilitate the transition to cleaner energy sources.
Both Japan and Germany were noted for their relative energy efficiency, though neither
country has yet fully maximized its potential in this area.

The role of renewable energy and hydrogen in decarbonization was another critical
focus. Both Japan and Germany are exploring these as key elements of their energy
strategies. However, challenges persist, especially in Japan, where limited renewable
energy resources make domestic green hydrogen production difficult. This has led to
increased reliance on hydrogen imports, which, according to discussants, raises
concerns about supply chain resilience and the environmental risks associated with
some forms of hydrogen production. The need for comprehensive carbon accounting
systems to track emissions from hydrogen, including embedded and imported
emissions, was highlighted as an urgent policy gap. The EU's and Germany’s
introduction of a “digital product passport” was cited as a proactive step towards
transparency in tracking embedded emissions in products. Electricity generated from
renewable energies enables large-scale electrification as a further decarbonisation
strategy in buildings, transport and industry. In Germany, these technologies may also
offer the flexibility in demand that is needed due to a high share of photovoltaics and
wind energy in the system.

The conversation also explored other technological options for decarbonization,
particularly the use of controversial technologies such as nuclear energy and carbon
capture, utilization, and storage (CCUS). Germany’s decision to phase out nuclear and
coal energy in favor of cost-effective renewable sources and hydrogen was contrasted
with Japan’s approach that puts higher emphasis on energy security and continues to
plan with these technologies. Japan's energy transition has been hindered by the



political aftermath of the Fukushima disaster, as well as geographical constraints,
including limited flat land and cost-effective offshore wind energy potential.

The discussion also addressed global and geopolitical dynamics, particularly the need
for supply chain resilience and international cooperation. Reducing dependencies on
dominant global players, especially China, was identified as a strategic priority. The
importance of resilient energy policies was underscored in this context, with
suggestions to develop strategic reserves of critical raw materials and energy
resources and to establish partnerships for energy infrastructure and supply chain
development. Moreover, shifting dependencies from global supply chains to like-
minded or even regional allies, was proposed as a more secure alternative to traditional
globalization. This shift would help mitigate the risks associated with geopolitical
fragmentation, which may be slowing the energy transition.

Cost and policy considerations were also central to the discussion. The high first cost
of some green technologies and the need for financial mechanisms to reduce these
costs were emphasized. International cooperation, particularly in research and
development but also in finance for developing countries, was viewed as critical to
making green technologies more affordable and accessible.

Finally, the discussion acknowledged the social and political dimensions of the energy
transition. Several discussants warned that political leaders must carefully manage the
social acceptance of energy policies, as citizens may resist policies that involve
perceived personal sacrifices. This tension highlights the importance of designing
energy policies that are both equitable and socially acceptable, while also achieving
environmental goals.

In conclusion, the discussion highlighted the intricate interplay between technology,
geopolitics, and social factors in the global energy transition. Japan and Germany face
unique but overlapping challenges in their efforts to decarbonize, and both countries
must accelerate their policies, technological innovations, and international
collaborations to avoid the lock-in effects of unsustainable energy infrastructures. The
urgency of the transition is clear, but navigating the path forward requires careful
balancing of competing priorities and interests.



Part 2: “Trade & Investment and Green Transformation”

Key questions/topics

Opportunities and challenges comparing the role of the USA, the EU/Germany
and Japan

Competition in specific critical green technologies and materials: How can we
realize the supply chain cooperation?

Assessment of trade and competition related challenges of the IRA: How can
we deal with protectionist tendencies?

Potential of initiatives by EU/USA/Japan to cooperate and avoid a “trade war”
CBAM: how can we consider the concerns of the Global South?

EV related matters as an example (re. China’s dominance in the market and
EV purchasing subsidies)

Input presentations

Dr. Klaus Schaefer, former chief production officer, Covestro AG, member of
the German hydrogen council

Dr. Akihiko Tamura, Director General, JETRO Japan External Trade
Organization, Paris / METI Ministry of Economy, Trade and Industry: Trade
Policy Dimension of Green Industrial Policy

Prof. Mariko Watanabe, Department of Management, Gakushuin University:
Economics of Industrial Policies and International Rules



e Prof. Dr. Clara Brandi, Head of program, Transformation of Economic and
Social Systems, IDOS German Institute of Development and Sustainability:
Trade & Investment and Green Transformation

Moderator
Dr. Stefan Thomas, Director of the research division "Energy, Transport and Climate
Policy“, Wuppertal Institute

Discussants

Mr. Andrew Hammond, Mr. Pascal Daleiden, Dr. Felix Matthes, Prof. Dr. Peter
Hennicke, Dr. Rie Watanabe, Mr. Takashi Mogi, Dr. Stefan Thomas, Mr. Masami
Hihara, Prof. Andreas Golthau, Dr. Klaus Schaefer, Dr. Akihiko Tamura, Prof. Mariko
Watanabe, Prof. Dr. Clara Brandi

Summary of the part 2 discussion

The discussion focused on the challenges of industrial policy, green transformation,
and financing, with a comparative lens on Japan, the European Union, and the United
States. Concerns whether the EU can compete with the industrial strength of the U.S.
and China, particularly in terms of scale and resources were discussed, with
participants expressing doubts about Europe’s ability to secure sufficient funding and
manage large-scale industrial transformations effectively. Japan, historically
successful in industrial policy, faces similar challenges nowadays.

A major point of concern is financing the green transition. Several discussants
highlighted the massive financial investments required for decarbonization, with the
estimated incremental costs in Germany alone reaching approximately 700 billion €.
The U.S. Inflation Reduction Act (IRA) was a frequent reference point, sparking debate
on the differences between quick tax rebates (as under the IRA), explicit subsidies (as
in the EU or Japan), and carbon pricing as tools for incentivizing green technology.
Potential new internationally agreed ways of raising funds through taxation of the
richest or minimum corporate taxes were mentioned.

The debate on carbon pricing versus subsidies was a recurrent theme. While some
sectors may be effectively decarbonized mainly through pricing mechanisms, most
others require a targeted combination of subsidies and carbon pricing to drive
innovation and green growth. The discussion also explored the balance between
“sticks” (regulatory measures) and “carrots” (incentives), with many participants
advocating for stronger regulatory frameworks to complement financial incentives. It
was noted that the USA may rely on subsidies, because the federal government has



weak powers to set regulations, while the EU has stronger powers in regulating the
Member States but little own financial resources.

International cooperation and standards were identified as critical to ensuring that
industrial and energy policies align across regions. Discussants called for enhanced
research and development (R&D) collaboration, particularly in developing common
standards for technologies such as electric vehicles (EVs) or hydrogen. It was argued
that standardization is essential to avoid fragmented markets and ensure the
competitiveness of industries in the face of competition from China, whose advantage
lies in mass production and scale. There was consensus on the need for joint
negotiations between the EU, the U.S., and Japan to address global trade issues and
counter China’s dominance in certain sectors. If it were possible to include China in
the negotiations, it might even be better. A discussant suggested that the EU and
Japan may be the best potential partners in this context, another discussant highlighted
the role of international fora, such as the G20, the WTO, and the World Bank.

The conversation also touched on the geopolitical aspects of the green transformation.
Discussants highlighted the need for strategic resilience, cautioning against over-
reliance on any single source of supply. They argued that maintaining industrial
capacity, though costly, is crucial for long-term resilience. There may thus be a
dilemma between ‘greening the domestic industry’ and ‘green industrialization’ in the
regions that possess the green electricity and raw materials for the green
transformation.

Discussants noted that the EU’s Carbon Border Adjustment Mechanism (CBAM) may
develop to an essential policy not only to avoid ‘carbon leakage’ of industries from the
EU, but also to stimulate and regulate carbon pricing across international borders.
While the threat of ‘carbon leakage’ may be overestimated, since production often
needs to be located close to demand, the ‘green industrialization’ may lead to ‘green
leakage’, following the ‘renewables pull’.

The global south was also a focus, particularly in the context of financing climate
change mitigation efforts. Several participants emphasized the importance of equitable
financial support for the global south, warning that without addressing social and
ecological inequalities, a global green transformation would be impossible.
Additionally, the CBAM was flagged as a key concern, especially as carbon prices may
be introduced and rise in developing countries, but also in developed nations. Again,
the use of the revenues and the combination with target financial support to the poor
and incentives for the green transformation is key.

Regarding Japan, in addition to energy efficiency and renewable energies, also nuclear
energy and carbon capture, utilization, and storage (CCUS) were highlighted as



essential technologies for reaching carbon neutrality by 2050. However, there were
concerns about the feasibility of these technologies in the broader context of global
decarbonization, especially when considering different targets in countries like India
and China, which aim for decarbonization by 2070 and 2060, respectively. There was
agreement that international cooperation requires more than just financial contributions,
emphasizing the need for policy alignment and shared objectives, while countries
should be free to choose their appropriate energy mix on the way to decarbonization.
The upcoming U.S. elections were noted as a potential turning point for international
climate cooperation, with some participants stressing the importance of having strong
allies to drive global change.

In conclusion, the discussions underscored the complexity of the global green
transformation, particularly in terms of industrial policy, financing, and international
cooperation. The need for harmonized standards, resilient supply chains, and sufficient
and equitable financial mechanisms emerged as key priorities. While there is no one-
size-fits-all solution, the conversation highlighted the importance of balancing national
strategies with global collaboration to achieve decarbonization.

Final Remarks (recorded)

e Prof. Peter Hennicke, former President of the Wuppertal Institut
e Mr. Masakazu Toyoda, Chairman & CEO of the Japan Economic Foundation
(JEF)
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Weighted Production Index
in Japan, Germany, US, and China: Industry leakage
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v" There are several kinds of pathways to meet the 2C or 1.5C goals.

v Import of hydrogen and ammonia, e-methane, and biofuels would be cost-effective as the MAC of Japan is
higher than other countries. However, those amounts in Orderly 2.0°C are relatively small (-69% in 2050).

v Import of hydrogen and ammonia, e-methane, and biofuels would be cost-effective as well in 1.5C -CO,_CN.
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v Long-term contract for LNG will be important.

v For the long-term contract with affordable prices, a certain levels of amounts of LNG
demands for long-term will be required.

v' Pragmatic and effective emissions reduction will be important particularly in the
transition periods toward net-zero emissions.




GX induced by DX: Low Energy Demand Society ===
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The impacts of 1) ride- and car-sharing, 2) virtual meeting, 3) e-publication, 4) Recycling and reductions in apparels, 5) longer life time of
buildings due to improv. in city planning, 6) reductions in food losses due to better demand projection, 7) AM (3D-printing) for applying aircraft,
and 8) reductions in freight shipping services due to reductions in basic materials and products are considered for the estimations.

v

v

There are the opportunities achieving a low energy demand society through sharing-
and circular economies with low costs potentially due to DX.
Low energy demand society will enhance the energy securities.

Conclusion Rii@

The leakages of energy-intensive industries from developed countries
can be observed. The leakages are largely concerned also from
energy/economic security viewpoints, as well as economic and
employment issues. It is important to keep within a certain levels of the
relative costs of energy between domestic and overseas to avoid the
leakages.

Renewable energies, particularly of solar PV and wind power, are
important options to achieve deep emissions reduction and robustness
to price spike of fossil fuels. However, the grid integration costs will be
high according to their expansions particularly in Japan.

The importance of long-term contracts for LNG even under the
pathways to net-zero emissions (e-methane may play some flexible
roles).

Nuclear power will be a necessary option to achieve 3E (energy security,
economics, and environment).

There are the opportunities achieving a low energy demand society
through sharing- and circular economies with low costs potentially due
to DX. Low energy demand society will enhance the energy securities.




Appendix

Energy Assessment Model: DNE21+ RIT®

(Dynamic New Earth 21+) T

Systemic cost evaluation on energy and CO, reduction technologies is possible.

Linear programming model (minimizing world energy system cost; with appox. 10mil. variables
and approx. 10mil. constrained conditions)

Evaluation time period: 2000-2100
Representative time points: 2005, 2010, 2015, 2020, 2025, 2030, 2040, 2050, 2070 and 2100

World divided into 54 regions
Large area countries, e.g., US and China, are further disaggregated, totaling 77 world regions.

Interregional trade: coal, crude oil/oil products, natural gas/syn. methane, electricity, ethanol,
hydrogen, CO, (provided that external transfer of CO, is not assumed in the baseline)

Bottom-up modeling for technologies on energy supply side (e.g., power sector) and CCUS

For energy demand side, bottom-up modeling conducted for the industry sector including steel,
cement, paper, chemicals and aluminum, the transport sector, and a part of the residential &
commercial sector, considering CGS for other industry and residential & commercial sectors.

Bottom-up modeling for international marine bunker and aviation.
Around 500 specific technologies are modeled, with lifetime of equipment considered.
Top-down modeling for others (energy saving effect is estimated using long-term price elasticity.)

Regional and sectoral technological information provided in detail enough to analyze consistently.
Analyses on non-CO, GHG possible with another model RITE has developed based on US EPA’s assumptions.

Model based analyses and evaluation provide recommendation for discussions on some energy and climate
change policy making processes, e.g., cap-and-trade system, Environmental Energy Technology Innovation
Plan, 6t Energy Strategic Plan for the Government of Japan, and also contribute to IPCC scenario analyses.




The transition scenarios for the 2 °C and 1.5 °C goalsi’®
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# The emission reduction targets in 2030 of NDCs submitted in the end of December 2021 are considered. * The emissions pathway is rather similar to the Orderly 1.5 °C

v" The assumed scenarios are consistent with the long-term goals of Paris Agreement, and cover
the existing scenarios which are widely referred globally.
v' The scenarios also cover a certain range of uncertainties in technologies and policies.

Low energy demand scenarios due to DX (1/2) f®

14

Digitalization and innovations, and induced social changes —
Demand reductions (1/2)

Changes due to Direct impacts Indirect impacts
digitalization

1) Ride and car- - Energy consumption - Reductions in consumption of basic
sharing associated reductions due to ride- materials due to reductions in
with fully sharing number of cars
autonomous cars - Reductions in freight shipping => 8)
2) Virtual meeting - Reductions in travel - Potential reductions in numbers of
and teleworking service demand and the commercial building, and the
associated reductions in resulting reductions in basic
energy consumptions in materials [Not yet]
transport sector
3) E-publication etc. |- Reductions in paper - Potential reductions in freight

consumptions due to large | services for papers. [Not yet]
deployment e-publications

etc.
4) Recycling and - Reductions in energy - Potential reductions in energy
reductions in consumptions for apparel consumption at shopping centers
apparels due to e- productions etc. [Not yet]

commerce and other
digitalization

Red: residential sector, Green: commercial sector, Blue: transport sector, Purple: industry sector , Brown: Non-CO2 GHGs etc.




Low energy demand scenarios due to DX (2/2) A®

_Digitalization and innovations, and induced social changes —
Demand reductions (2/2)

Changes due to Direct impacts Indirect impacts
digitalization

5) Longer life time of Potential Reductions in

buildings due to improv] cement and steel due to
in city planning longer life time of
buildings
6) Reductions in food |- Reductions in nitrogen |- Reductions in freight shipping
losses due to better fertilizer, plastics, etc. services => 8)
demand projection and the resulting energy |- Pot. red. in construction for

consumption reductions| supermarkets etc., and the resulting
- Potential reductions in reductions in basic materials [Not yet]
energy consumption at |- Pot. increases in afforestation due to

supermarkets etc. increase in rooms of land area [Not
- Red. in CH4 and N20 yet]
7) AM (3D-printing) for (- Reduction in aluminum |- Energy efficiency improvements of
applying aircraft and steel production aircraft and the consumption
- Reduction in electricity reductions
for productions - Energy efficiency improvements of
cars and the consumption reductions
[Not yet]
8) Red. in freight - Energy consumption

shipping services due reductions in freight
to reductions in basic shipping
materials and products

Red: residential sector, Green: commercial sector, Blue: transport sector, Purple: industry sector , Brown: Non-CO2 GHGs etc.
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Japan’s Energy Policy

Amid Rising Geopolitical Tensions

METI Special Advisor/ JETRO Berlin
Masami Hihara
September 16, 2024
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Policy Targets in Japan’s Energy Policy

® Based on the Strategic Energy Plan, Japan sets up the energy policy targets, @Safety,
@Energy security, ®Economic efficiency, and @Environment simultaneously. (S+3E)

Policy target for S+3E

e N
Energy Self-sufficiency: About 30%, higher than
Security before the great east Japan earthquake (about 20%)
~~
1 -
2 Economic Electricity cost: To lower from the current level
a Efficiency (9.7 trillion yen in FY2013 to 8.8 trillion yen in FY2030)
g' | J
£
e N
Greenhouse gas emission reduction target:
(reduction of 46.0% in FY 2030 compared to FY 2013)
\ JAS y,
2




Japan’s Energy Self-sufficiency Rate

o

® Japan’s energy self-sufficiency rate is on the increasing trend due to the increased
introduction of renewable energy and the restart of nuclear power plants, but it remains
low compared to other countries.
Trends in the primary energy self-sufficiency rate of various countries
140.0%
120.0%
100.0%
80.0%
60.08¢
40.0%
20.0%
0.0%
(=T T - - T R - - DU O — T, BT - S - T B, B - B
22 RRE555 288823888888 ¢8¢8¢8
— - - — — - e — — e B B | — — NONN ~ NN
— France —(iprmanv United Kingdom e |inited States
Source: METI based on IEA Database
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Japan’s pathway toward Carbon Neutrality by 2050

g 2050 |

1.03 bil. ton

(*energy origined CO2)

199 (0.2 bil t)

>
about 0-68 bil. ton

{provisional valua)

(GHG 46% reduction
compared to 2013)

Hydrogen, Ammonia)
Transportation ©Carbon Removal Tech

Hydrogen, Ammonia)

0 ton
(=Emission - Absorption)

1 Industry
g 279% (0.28 bil t)

L ©Energy Saving

o Al Lo ©Decarbonized Electricity Hydrogen
o -A;-.slstance @®New Energy Options

=§ Tansportation @Hydrogen Industry (ccus/carbon Recycling, synfuel,
g

Residential (DACCS, BECCS) Biomass
119 (0.11 bil t) Residential OAfforestation L-"““i_ .
m i !
8 onecenr | ~ ! !
0 - - 1
=4 ‘E‘I:;acu'ldty ©Fossil fuel | ©®Renewable : |
(=} %((0.44.bilit) OHydrogen, @Nuclear ] .
Ammonia ©New Energy Options i
Electrici i
< for generation ty (Ccus/cCarbon Recycling, I I
. l
1

Methanation

i" Plant. |
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Energy Saving: (1) Energy Efficiency and Energy Consumption

® Japan’s energy efficiency is among the highest in the world and continues to improve,

and its final energy consumption is als

0 declining in all sectors.

® Japan will continue to support the devel

opment and introduction of high-efficiency

equipment and promote non-linear technological innovation.

Primary Energy Consumption Rate per GDP
(Petroleum equivalent tons/1000 dollars,
2015 prices, exchange rate basis)

Primary Energy Consumption in Japan
(crude oil equivalent Million kL)

® Industry ®Commercial ®Household = Transport

0.45 400 379
369 365
363 353 349 545 348 3415

. 350 316

~— India 312 306
0.35 300

== China
0.3 20 B BB

— ASEAN 14~16%
0.25 200

= World
0.2 150

———— — US
100
R \ e
50
0.1 ﬁ—-——-&__ — Japan
%5010 20 2020 2022 ’ 6 A
1 15 > )
'\/ ’ ’\/ DT R QY RY ’l/
S '), m°w°'u9w°')9w°w°q9w°w9w°

Source: IEE] based on IEA (2024)

Source: METI
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Energy Saving: (2) Potential I

® As the use of generative Al expands, the

ncrease in Electricity Demand

power consumption of computational

resources may begin to increase.

While promoting the development of semiconductor technologies that contribute

significantly to reducing power consumption, it is necessary to respond by assuming a
scenario in which power consumption increases rapidly.

Forecast of Japan's Electricity Demand
billion kWh

Image of Amount of Electricity Needed in Japan

880 o About
# Forecast ="1.35 ~ 1.5 trillion kWh
860 New construction and expansion of data
centers and semiconductor factories About
840 1 trillion kWh .2

820
800
780
760

Decrease in teleworking
Energy saving

2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023..0....
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033

Source: METI

2020~2030 2050

Source: METI




Japan’s Energy Mix (2030)
@Primary Energy

®©Secondary Energy (Electricity) *kwh

(*revised) Hvd E"rE\:iS;ed]l e
Hyd roge" iimvisional valuei y rogen provisional value
Ammonia Ammonia

" EEE—. Renewable

H R bl around
enewable 36-380

Natural around
Gas Nuclear i
Coal Natural around
Gas 200%
around
oil Coal 19%
oil -
L4
Fossil Fuels: (1) Japan’s Dependence on Foreign Fossil Fuels
® Japan imports almost all of its fossil fuels from abroad. It is about 90% dependent on
the Middle East for crude oil.
® In comparison to crude oil, LNG is more diversified in terms of countries of origin, with the
dependence on the Middle East of about 10%.
® Japan’s dependence on the Middle East for coal is zero. It can be imported from countries
with low geopolitical risk and geographic proximity, such as Australia.
Crude Oil LNG Coal
From Middle East: 94.1% From Middle East: 9.4% From Middle East: 0%
Russia, Other,
1.5% 110.0% Other, 11.6% Ot:\er, 2.1%
Ecuador, s, 5.3%
1.9% .
Brunei, ‘
Crude Oil Import: LNG Imports | Coal imports
2.7 million B/D 72 million t ia 18_3m7n|llont
in 2022 in 2022 in 2022
Source: METI based on Trade Statistics of MOF 8
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Fossil Fuels: (2) Diversification of Fossil Fuel Soucing Countries

® In order to secure a stable supply of fossil fuels, it is essential for Japan to diversify its
sourcing countries.

® Therefore, it is important for Japan to secure interests in overseas projects in addition
to concluding fossil fuel purchase agreements.

Major oil and gas projects involving Japan

@ Crude Ol
@ Natural Gas

( ‘i g Southeast Asia
S/ ét %
" Australia

:. ~_f Y

9
.4
GX: (1) 2050 Carbon Neutral and 2030 Climate Goal in Japan
® In October 2020, Prime Minister Suga declared that by 2050 Japan will aim to reduce
greenhouse gas emissions to net-zero, that is, to realise a carbon-neutral, decarbonised
society.
® At Leaders Summit on Climate in April 2021, Prime Minister Suga announced that Japan
aims to reduce its GHG emissions by 46 percent in FY 2030 from its FY 2013 levels.
Remarks at Leaders Summit on COP26 (Nov. 2021)
A ATk LRAR
ey ) ” Japan aims to reduce its greenhouse gas
a1 L ! 4 emissions by 46 percent in the fiscal year
amy | 2030 from its fiscal year 2013 levels, and that
W s Japan will continue strenuous efforts in its
challenge to meet the lofty goal of cutting its
emissions by 50 percent.
o= OF
10




GX: (2) Green Transformation’s Three Principals

Triple breakthrough

One goal, various pathways

Solution to the world

Japan aims to simultaneously
achieve

® Emissions Reduction

® Economic Growth

® Energy Security

Emissions
Reduction

Economic
Growth

Energy Security

Toward our common goal of
achieving net zero, we will
make practical energy
transitions through various
pathways depending on the

circumstances of each country.

Japan will decarbonize itself,
but also contribute to global
decarbonization by
providing solutions outside
Japan.

Japan
(3%)
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GX: (3) Challenges @WExcessive Dependence for GX Technologies

Solar Panels
M chira M Eurcpean Union

B uvniec staces [ Other

Lithium-ion EV Battery

[ china W Korea W iapan
100%
o0%
BO%
0%
ED%
S0%
A0%

0%

10%
0%

2015 2016 2017 2018 2019

Source: Bruegel(October 2023)

W tmhers

M china
100%

2020 2021 202z

M European Unicn [l United States India

Wind Turbine

I oeher




100%,

10%)

Vatural graphite
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Source: Bruegel(October 2023)

GX: (3) Challenges @Excessive Dependence for GX Technologies

Extraction of Renewable Energy Minerals g E
mi
g W
5
| |
LN
§
e Pa— = i1
§ o 8 ° G
£ 7 - [ ]
Refining of renewable energy minerals g E
g |
mi
g 18
im}
i
- 10
Silicon Cobah leon Aluminium Tin Lishium T Fermachmmium Leat Copper Mackel Miobium . .
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Reference: Sustainability Criteria

Joint Press Statement of Japan-EU High Level Economic Dialogue

(May 2, 2024)

2. They expressed deep concern about the weaponisation of economic dependencies on
certain supply sources for strategic goods, resulting from a wide range of non-market policies
and practices such as market-distortive industrial subsidies. They recognise the need to address
systemic vulnerabilities, stemming from such strategic dependencies and overcapacities, and to
promote level playing field through coordinated efforts.

3. Ministers concurred on a Transparent, Resilient and Sustainable Supply Chains Initiative to
coordinate and advance their efforts on policies for building more transparent, resilient and
sustainable supply chains. --+ Ministers raised the need to work together on the following issues,
ensuring consistency with international rules including WTO Agreements:

a.

C.

d.

Addressing strategic dependencies and systemic vulnerabilities and ensuring resilient and
reliable global supply chains through the application of the principles of transparency,
diversification, security, sustainability, trustworthiness and reliability, in the efforts to
address, among others, climate change, energy security, cyber security and the stability of
supply.

Continuing their coordinated efforts with the view to identifying requirements based on
such principles including in the procuring and auctioning of goods and services, and in
other demand-side policies such as consumer subsidies.

Encouraging businesses to enhance transparency, resiliency, and sustainability in the
market.

Building and enhancing transparent, resilient, and sustainable supply chains as broadly as
possible in coordination with like-minded countries.
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Reference: Sustainability Criteria

Apulia G7 Leaders’ Communiqué

June 15, 2024

Economic Resilience and Economic Security

Building on the progress we made on our strategic coordination since Hiroshima, we reinforce
our commitment to promote economic resilience and economic security, in partnership and
cooperation within and beyond the G7. In particular, we are building resilient economies and
supply chains, ensuring our toolkits to respond to harmful practices are fit for purpose, and
safeguarding critical and emerging technology that could be used to threaten international
peace and security.

Recognizing that economic resilience requires de-risking through diversification and reduction
of critical dependencies, including those resulting from overcapacity, we will implement the
principles on resilient and reliable supply chains, hamely transparency, diversification,
security, sustainability, trustworthiness and reliability. We will do so by actively engaging
with partners and the private sector, within and beyond the G7, while preserving economic
dynamism and openness. We encourage the public and private sectors to make coordinated
efforts to strengthen the supply chains resilience of strategic goods, in terms of both supply
and demand. This will include seeking to collectively identify critical goods, strategic
sectors, and supply chains, for future coordination within the G7 on relevant criteria
that take into account not only economic factors, but also factors linked to the
principles above.

Reference: Japan’s Mineral Resources Policy

® To secure the stable supply of mineral resources, the Japanese government promotes
policies shown below and conducts diplomatic approaches to resource-rich countries and
other like-minded countries.

Used

A = Products | &
(0] o = Products
= 5 <
[} ) 3
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GX: (3) Challenges @Managing Variability
® The IEA report analyzes the impact on the energy system due to its seasonal and
interannual variations in each of the four climate categories, which is an issue that will
arise as the introduction of renewable energy expands.
® Especially in tropical regions such as Southeast Asia, the need for adjustability to the
impact is high, and zero-emission thermal power generation.
Monthly Demand and Generation Potential Impact of Import Cost on the Use of Low-emission
from Renewables based on an hourly optimisation model Ammonia for Power Generation by Example System
Temperate (hot summer) Tropical
10 S—— Ammonia co-firing for electricity
- ~s
75
E g. RN
g g £ /7 AN
= 4 N Tropical
I} II \‘
M 2seosresmwng . 4 7 10111 Sq 1
o 23458 :m ¢ 90NN ] 1 —Temperate
\ ! (hot summer)
Arid (cold) " Continental (warm summer) ‘\\ J Arid (cold)
\ b ¢
§ 25 S~ooo
H =—=Continental
) ~— (warm summer)
1223458687 89010012 " 2345676910112 0 - u T »
Hooth PEAEE T 250 300 350 400
=PV E==Wind =iy ——Demand Ammonia price, USD/tonne
Source: IEA Source: IEA 17
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Reference: Hydrogen and Ammonia Power Generation

Japan is a world leader in hydrogen power generation technology. Demonstration projects
are underway for both large and small turbines.

In addition, Japan is also developing ammonia power generation technology. Stable
combustion and reduced NOx emissions with 20% of ammonia co-firing have already been
achieved. Demonstration with actual large-scale equipment (1GW power plant) is expected
to be completed in FY2024.

Hydrogen Power Generation Ammonia Power Generation
<1MW class> JERA Hekinan Thermal Power Station

Pulverized charcoal
Ammonia ’

Achieving combined heat and power supply to
urban areas using hydrogen exclusively in 2018.

¢ |

Air
4

Hydrogen CGS
on Port Island
in Kobe City

<500MW class>

Achieving hydrogen co-firing rate of 30%vol in
2018.

The image of ‘
gas turbine .
Ammonia Storage Tank

18




Reference: Advanced CCS Program projects

® Program aims to establish CCS business models by supporting projects with different
combinations of CO2 source, transportation methods and CO2 storage areas. It aims to
secure 6-12 million tons of CO2 storage per year by 2030.

Potential Area of Potential Area of 3
CO2 Emission CO2 Storage
Potential Source Project transporti
® of CO2 Emission CO2 by s':l‘l’p "
Project number for
o CO2 Emission ErolactEANSECEing
CO2 by Pipeline

1) Tomakomai Area CCS
2) Tohoku Region West

Coast CCS
e K e

l\ & icomitsu

{
- 3) East Niigata Area CCS A
LAREX @m0 7 | (G TnATeacoS
Capture CO2 from & ¢ LA | 4)Metropolitan Area
wide-area emission - —-" I ';\ o - INPEX
sources inJapan. X

/V/lwn- Q—':

n O)c:lma ccs
4 f wnwronsTea.  ExgonMobil
2
5) Off the Northernto |- - ': 6) Offshore Malay CCS ‘
pestem KyusiiceSht < Transport/ Storage
B & SFromen — to Oceania
7 ‘ 3 The shown areas are only for llustrative
° T Storage | purposes and do not represent exact locations.
to Malaysia 19

Key Elements of G7' Communiqué

Various pathways according to each country’s situation
- highlight vari athways according to each
and social structures, and geographical conditions should lead to our common

ituation, in trial

oal of net zero Energy security and clean energy transitions (Para 49),

G7 Sapporo Climate, Energy and Environment Ministers’ Communiqué

Engagement with other developing and emerging countries

- We reaffirm the critical importance of collective action, and engagement with
other developing and emerging countries, particularly within the G20, to accelerate
emission reduction, including by supporting their transition to net-zero GHG emissions
through various and practical pathways taking into account national circumstances

Collective action (Para 58),
G7 Sapporo Climate, Energy and Environment Ministers’ Communiqué

Importance of countering geopolitical risks

- emphasize the importance of countering geopolitical risks, including with respect to
critical minerals, for the clean energy transition.

Energy security and clean energy transitions (Para 49),
G7 Sapporo Climate, Energy and Environment Ministers’” Communiqué

https://www.meti.go.jp/press/2023/04/20230417004/20230417004-1.pdf 20




Thank you for your attention!

o +49-30-2094-5560

Special Advisor to METI
& Deputy Director-General of JETRO Berlin @ Masami_Hihara@jetro.go.jp

Masami Hihara

0 FriedrichstraBe 70, 10117 Berlin




(3 Andreas Goldthau Global Public Policy; Director, Willy Brandt School of Public Policy,
Erfurt University

UNIVERSITAT
ERFURT

The impact of geopolitical developments
on energy security, environment, supply |

chains and green transformation

15th Japan-Europe Forum, Wuppertal

Professor Andreas C. Goldthau
Franz Haniel Chair for Public Policy, Brandt School

UNIVERSITAT
ERFURT

MeKimeptilompars

INTERNATIONAL MOMETARY FUND

GLOBALIZATION IN TRANSITION:
THE FUTURE OF TRADE AND
ALUE CHAINS

Geoeconomic

Fragmentation and the
Future of Multilateralism
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e dgital 21st century

supremacy /- power

How clean energy will remake geopolitics

20.09.2024 3

Trade openness moved sideways for a
decade. Since 2017 it is in retreat

Imports & exports as share of GDP

Globalization Slowbalization “Age of
Geoeconomics”
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Economic interconnectedness still
increases, but regionally not internationally

Inter-regional linkages since 2016 as per

Deloitte Geoeconomic Dynamics Index
1000%

900%

800% * Regionalization:
WTO - FTAs

* Re-politicization:
markets and tech 2>
‘strategic industries’

700%
600%
500%
400%

300%

* Reorientation:
,trading with
friends”

200%
o -
0%

mWelt mNAFTA/USMCA mASEAN mEU27 + UK, CH, ISL, NO

20.09.2024 Source: Deloitte 2024 5

Economic security and ,nation first’
policies increasingly trump Ricardo

Clean tech: United States policy measures (2011-2022)

EERRREEER R YR A RANUY

Source: Goldthau, Hughes & Nahm 2022

20.09.2024 6




Industrialized nations have come to
intervene in clean tech supply chains

Frequency of industry, diversification, = Frequency of industry, diversification,
and reshoring policies 2017-2022, total and reshoring policies 2017-2022, by

region
USA

W Diversification  mIndustry policy —® Reshoring Source: Goldthau, Hughes & Nahm 2022
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Geoeconomic fragmentation risk slowing
the clean transition & increasing the costs

Weighted average LCOE from newly commissioned, utility-scale solar

PV project, select countries
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The policy imperative: carefully navigate
geoeconomic complexity to protect global
supply chains

UNIVERSITAT
ERFURT

Keep international clean tech trade networks intact to
ensure these keep getting better and cheaper. Quick

Calibrate interventions well: regulation, investment and
subsidies should support start-ups and high-risk, high-
return endeavours

Focus green industrial strategies on developing
innovations and bringing them to market, rather than
replacing supply chains for mature technologies

Avoid narrow-focused national policies eating up time
that we don’t have

UNIVERSITAT
ERFURT

Protect global supply chains for
low-carbon technologies

Andreas C. Goldthau

Director, Willy Brandt School of Public Policy
Franz Haniel Chair for Public Policy, Faculty of Economics, Law and
Social Sciences, University of Erfurt
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]
; The impact of geopolitical developments on

energy security and environment

15t Japan-Europe Forum

Dr. Felix Chr. Matthes

Wuppertal, 16t September 2024

@ Oko-Institut eV.

‘§ The increasingly Europeanised market framework for the energy transition
3 A holistic view of old and new needs for action and regulatory areas
E « Process acceleration in all areas

« Greenhouse gas emission reduction
~ Climate neutrality targets and paths
- Greenhouse gas pricing
- Other emission reduction instruments
« Market design
— for electricity (gas and hydrogen, CO2)
- Refinancing instruments, localisation signals
~ European integration and security of supply
* Infrastructure
— Target grid planning (for transmission and distribution grids)
~ Integrated design of electricity, hydrogen & CO2 networks
_ Munici inq

Infrastructi
-Planning &

-Regulation * Industrial policy

~ Securing the European value chains
- Improving competitive position of European suppliers
- Energy costs and smart industrial electricity cost solutions

Process acceleration

Energ ion & itics | 15th Japan-Europe Forum | Matthes | 12.09.2024 2




@ Oko-Institut eV,

* Russian invasion of Ukraine with
far-reaching consequences for
security of supply and energy
prices (prices for fuel, electricity
and CO, have risen massively)

Renewable shares are slowly
lowering prices, CO2 prices (for
base price) are counteracting
this partly

2020s remain critical in terms of
prices (despite current declining
price levels), uncertainties
remain high

] . - .
2 Natural gas, oil, electricity and CO2 prices (and costs)
k) Lo .
g The 2022/2023 shock waves of geopolitics (partly caused by German energy policy)
; Natural gas, oil, electricity wholesale & EUA prices & CO2 price compensation
600
—— CO2-Zertifikate € Y+1 Futures | Futures (2024/08) &
(EUA)
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Sources: EEX, ICE, DEHSt, European Commission, own calculations

Challenge of industrial policy:
transformation support needed,
but coexistence of old & trans-
formative options (current shifts
to other regions often not
towards green production)

Energy on &

| 15th Japan-E

pe Forum | Matthes | 12.09.2024

@ Oko-Institut eM.

Transition to climate neutrality (Germany/Europe) in a changed geopolitical environment
All strategies remain robust, some implementation mechanisms/sequences may change

www.oeko.de

Reminder:
The significant
increase in importance
- of consumer-
oriented and
acceptance-
sensitive fields of
action and
the OPEX-intensive
transformation
paths in industry
marks the transition to
a new phase of the
energy transition to
climate neutrality!

Coal phase-out (power)

due to Covid-19 pandemic in 2020

Energy efficiency (all sectors)

Renewable energies (power & heat)

Electrification (all sectors)

Infrastructure adjustments (energy, transport, CO,)

Hydrogen (industry, transport, power/CHP)
Qil phase-out
Natural gas phase-out
CCS (industry, sinks)

Reform of agriculture, land use/forestry

Standards, command & control
L Marketdesign |

Six key strategic elements for a

successful transformation to

climate-neutrality

< Paving the way for transforma-
tive options

< Actively managing exit game
for unsustainable options

« Initiating necessary infrastruc-
ture adjustments (expansion/
conversion/ decommissioning)
with sufficient lead times

« Supporting timely ramp-up of
the necessary value chains

« Making innovations available in
time and avoiding the innova-
tion dilemma

» Taking into account (interna-
tional) learning and diffusion
processes

Energy | 15th Japan-Ei

pe Forum | Matthes | 12.09.2024




@ Oko-Institut eV,

] . . . . .
2 A mainstream projection: There are and will be corridors, the ranges are relatively narrow
§ The 10-43-17 archetype and the C2SIA tracks of managing structural change
; Long-term system characteristics
+ 1,000 TWh renewable electricity
16.000 - for direct use (mainly wind &
SO A PR | ororod by privary nory sesesament of sociicly solar, land availability
000 L generation from hydro, wind, solar & electricity imports restrictions)
12.000 * 400 TWh imported hydrogen
10000 and hydrogen derivates
’ i 300 TWh biomass (mainly
8000 1 i cascade use)
2 6000 1 + 100 TWh domestic hydrogen
1 | i I (and some hydrogen derivates)
4.000 | I + 70 million tons CO, to be stored
2,000 I in geological formation
I Managing broad structural change
0 . . . .
® Nuclear » Coal = Ol Natural gas * Coordination-intensive
2000 | ® Other fossil u Hydro = Wind Solar « Capital-intensive
4000 ® Biomass Other renewables ® Electricty import H2/derivates import . New spatial patterns
- 1990 1995 2000 2005 2010 2015 2020 2025 2030 2035 2040 2045 2050 « Infrastructure-intensive
» Acceptance-sensitive
Energ; ion & | 15th Japan-Europe Forum | Matthes | 12.09.2024 5
@ Oko-Institut eV.
] L . .
2 After the wake-up call: New awareness on resilience (in a comprehensive sense)
§ as a new challenge to sustainability strategies (and beyond)

Crucial parts of value chains (not only for the transformation) depend

on key resources and strategic goods

« Partly high concentration of production and/or processing of
strategic resources and/or goods in few countries (i.e. China)

« Some of them with specific geopolitical interests which should be
perceived as potential threats (not only for energy transformation)

Six main counter-strategies

« Lowering short-term vulnerability (energy/resource efficiency,
stockpiling)

« Safeguarding crucial cores of industrial production within
Germany and/or Europe

« Diversifying the supplies of resources and strategic goods (as well
as interim production steps as processing etc.)

« Going for new technologies or circular strategies that can lower
the longer-term demand for resources

« Avoiding (new) lock-in effects (economic, political and contractual)

and stranded assets

International cooperation and creating new alliances

]
o e s = e b < Medvs s .

Energ ion &

| 15th Japan-Europe Forum | Matthes | 12.09.2024 6




@ Oko-Institut eV,

Global energy transformation will change international trade flows
Energy commodities, transformation-related commodities and strategic goods

www.oeko.de

Significantly changing patterns for
the global economy (not only but
also due to the transformation)

« Key regions will be (more or
less) self-sufficient for commo-
dities (and technologies?)

» Few regions will be significantly
import-dependent for commo-
dities (not only energy!)

< Regions with abundant clean
energy resources will attract
new parts of the value chains

« Global technology market for
clean/resource-efficient techno-
logies will grow, distribution of
market shares is open

* Home markets will be crucial

« These are crucial coordinates
for international cooperation

Case study: Net export and import positions for (green and low-carbon) hydrogen

Source: German Expert Commission for the Monitoring of the Energy Transition

Energy on & ics | 15th Japan-Europe Forum | Matthes | 12.09.2024 7

@ Oko-Institut eM.

The new era of geopolitics
Energy transformation depends crucially on it — and may contribute to it

www.oeko.de

—— A Unpredictable

Geopolitics
Restructured
Geopolitics

Dominance of
Geoeconomics

Ambitious Muddling Crash of rather improbable
Climate Policy Through Climate Policy constellations
Energy ion & ics | 15th Japan-Europe Forum | Matthes | 12.09.2024 8




www.oeko.de
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Thank you very much

Dr. Felix Chr. Matthes
Energy & Climate Division
Berlin Office
Borkumstrasse 2

13189 Berlin, Germany
f.matthes@oeko.de
www.oeko.de
twitter.com/FelixMatthes

Energ ion & jtics | 15th Japan-Europe Forum | Matthes | 12.09.2024




(5 Akihiko Tamura Director General, Japan External Trade Organization (JETRO)
Paris / METI

Trade Policy Dimension of

Green Industrial Policy
What should EU do to address this casse-tétes?

September 16, 2024
15th Japan-Europe Forum, Wuppertal Institut|

Akihiko TAMURA, SJD
JETRO Paris / RIETI

Chinese Industrial Policy and Reaction by US and
EU — protecting their own bases and reducing
dependence on China, “de-risking”

» On May 14, the United States announced that it will increase S
301 tariffs on Chinese EVs and certain hybrids to 100 per cent.
announced to be implemented on 27 September.)

» On June 12, the European Commission announced that it will begi
apply provisional countervailing duties on Chinese-made EVs \pn J
4, with final duty rates expected to be finalized in the fall. (reni\gi
to be finalized. China is trying to persuade some of EU membex
to block the green light.)




US Industrial Policy and Reaction by Chin
and EU — concerned about US “on-shoring’

» On July 15, China requested to the WTO Dispute Settlement Bo
establish a panel on the US IRA, arguing that local content requir
(LCRs) of the Clean Vehicle Credit (assembly, critical minerals, ba
are inconsistent with the non-discriminatory principles (GATT Art.
SCM Art. 3). (DS623)

» It seems EU has not done anything significant to address the IRA’s
problems so far. EU did not join the DS623. EU negotiated with US for
exceptional treatment on LCRs, but apparently unsuccessful. (EU is
the US’ FTA partner. TTIP failed in 2016. The primary reason may;,
that US rejected the EU’s request to accept the latter’s higher st
and regulations.)

Everybody i1s sinner, but... EU could be refor

» US and EU are “de-risking” the relationship with China. Chi
are concerned about the US’s “on-shoring” trend. Then, US ani
evils and EU is good? Not necessarily.

» CBAM, the measure assuring the level playing field (LPF) betw
domestic players paying the ETS price and importing players not
the price. If carefully structured and applied, it should not be again:
WTO rules. And its real impact seems limited. However, the esprit
the CBAM, perversive through the EU trade policy, is not liked by o
(“race to top or civilized” imposed. the scent of “weaponization”.)

» But EU’s basic positions (such as respecting WTO system, makin:
effort to assure LPF, and (let alone) being serious about carbon
could make EU best qualified to be a reform leader, workin
like minded countries, in spite of its tremendous obstacles




EU cannot afford the same as US and C

» EU will not have “common industrial policy” anytime soon d
lack of consensus among 27 member states on allocation of
competencies between Brussels and member states. (see. e.g.,
resistance to post-RRF. Draghi report insists on common debt
instruments) Also mindful of the emergence of Euro-sceptics
everywhere, pushed by EU citizens’ concern about the immigratio
problem.

» Member states simply have little money to copy IRA. Draghi report
insists on additional investment of €800billion/year. (But...e.g., If
France is to contribute 20-25% thereof, it would be €160-200billion/y
France is now implementing “France 2030 €54billion/5years(2021-
Pension reform (saving €10-15billion/year) is on the verge of back-
pedaling. Still searching the money for military support to Ukrai
(€3billion/2024). Let alone, France must be accountable to EU
on fiscal deficit and public debt.

What should EU do?

1. Negotiate again with US to reduce negative impact of IRA’s
the EU may be the part of the EV Supply Chain built by IRA’
investment. For it, EU may consider initiating WTO case agai
LCRs of IRA (like DS 623).

2. Launch the initiative to establish new rules distinguishing “bad s
and “good subsidy”, referring to SCM Art.8 (non-actionable subs
Expired) and GATT 20 (general exception) among others.

3. Launch the initiative to consider the idea of capping the amount of
industrial subsidy, referring to WTO Agriculture Agreement.

4. For 2 and 3 above, EU should work like-minded countries such as
CPTPP (note: 9 out of 12 members have FTA with EU) and to ¢
“friend-shoring” regime, large enough to enjoy scale econom
to get leverage to involve US eventually. OECD may be al




Thank you! Dankeschon!
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Economics of Industrial Policies
and
International Rules
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Mariko Watanabe (Gakushuin University, Japan)

Economics of Industrial Policy

Komiya, et.al ed, Industrial Policy of Japan, 1984, i, et.al, Economic Analysis of Industrial Policy,1988,
Academic Press (1988) Academic Press (1991)
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Remarks of Japanese Economists
in 40 years ago

1. "Given that market failures are likely to occur in industries where
learning and technological development are important, government
support and policy intervention in these industries cannot be
universally denied.

2. The issue arises when only one country engages in extreme policy
intervention, pushing aside already established industries in other
countries—in other words, when a country secures its own interests at
the expense of others.

3. Therefore, it is necessary to establish international rules regarding
policy interventions for research and development and learning, and it
is desirable to form international agreements on horizontal division of
labor between nations, or on international dispersion of production
bases through direct investment and industrial cooperation, so that no
single country monopolizes advantageous industries (Koyima, 1984, p.
242)."

Cores: Economies of scale

* Economy of scale
— is a phenomenon where average or marginal
costs decreases in proportion to scale.

* Impacts on marginal cost is more significant.

— This leads to market failures, including
* Domestic market failures (widely discussed)
* International market failures (not fully considered)




Economy of scale justifies
industrial policy

1. Fostering Industries

* Setting up industry involves
enormous cost

A flood of new entrants

- A Single firm cannot bear Figure 3: Entry of New Shipyards
— Market failure due to the economy B
of scale :'
— (Well planned systematic) T
Industrial policies are necessary =
£
* Aiginger and Rodrik(2020), Juhaz, 4.
Rodrik et.al (2023 ), Lin, Justin s
Yifu (2010, 11, 24), T, A,
Naughton(ZOZl) 1998 2000 2002 2004 2006 2008 2010 2012 2014
— Currently very popular T T B
— EU’s industrial p0|icy, USA’s IRA Source: Clarksons Research. Number of new shipyards.

Jia-Barwick, et.al (2019)

Industrial policies and International Rules ,

2024/9/15
19/ Watanabe

Economy of scale affects
terms of trade

2. Economic Friction Drastic changes of market share
* “Scale” of Large country
improves terms of trade,
— resulting in “overproduction”
— industrial bases of less large

Figure 2: China’s Market Share Expansion

countries are destroyed. -
— This leads social and political L
tensions. “
e |to et.al (1988)’ Source: Clarkson Re“;h. M;rl-::.s.hmes c.nm;ued from total quarterly
ship orders.
Krugman(1984),
Panagariya(1981)

Jia-Barwick, et.al (2019)
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Remedies to the friction

* Ex Ante:
— Profit-sharing schemes for scale economies

1. FDI & Industrial Cooperation (Komiya, 1984)
2. Global Value Chains development (since 2000s)
* |T Agreement: Zero Tariffs

3. FTAs/RTAs (e.g., CPTPP): Effective for sharing profits in
emerging industries & technologies

* Ex Post:
1. WTO Trade Remedies (Anti-dumping, CVD, Safeguards)
2. (NEW) Disciplines to Prevent Abuse of Power
3. (NEW) Appropriate Linkage with National Security
Exception

Three sources of economies of scale

1. Setting up cost
— Supported by subsidies.
— WTO subsidy agreement discipline.
2. Internal economy of scale; Learning by doing
— Result of the firm’s internal effort.
. No ex ante disciplines
— Abuses by firms = Ex post disciplines
3. External economy of scale (Marshallian externalities);
— Arise from external factors affecting firms.
— Disciplines to firms are ineffective.
— Abuses by nations = Ex-post discipline."




Ex post discipline to firms level action

1. Subsidies
— WTO CVD, Anti-dumping, Safeguard
2. Internal economy of scale
— Abuse of monopoly power needs discipline
* (New) Competition policy harmonization

Industrial policies and International Rules ,

2024/9/15
: Watanabe

Ex post discipline by national level

3. Marshallian externalities
— WTO Safeguard

— (NEW) Scale Based Rules

» Differentiated ex post enforcement for high market share
in Specific Industrise
— CVD, AD Tariffs/ Safeguard measures
— (NEW) Rigorous / flexible enforcement of the
Security Exemption
* Targeting Economic Coercion
* Urgent: Separation of Securities and Trade and Investment

* CPTPP : A testing ground for the new
consolidated set of the rules

Industrial policies and International Rules ,

2024/9/15 Watanabe




THANK YOU
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1. CO2-Pricing: Progress and Obstacles QIDOS
Anzahl imph COx-Pre nach und L. grupp
(inke Skala) und Abdeckung giobaler Emissionen (rechie Skala).
100 2%
 No global CO2-pricing but many :: .
initiatives at regional, national and sub- 5
national level 80 B
- Since 1990: almost 70 CO2-pricing . "
initiatives by around 47 countries 2
worldwide 2 §
10
* However: the measures are far from [ iSO aTa oo e L L
Sufﬂc'ent 1000 1.994 . 15?9& I ?DD? ?Dﬂﬁ 2010 2014 2018 2022

— EHE, Regionale Initativen

e C02-Stevem, Schwellentander

— EHS, Schwedlenlinder

— CO2-Steuem, Fort Volkswitschaflen

= EHE, Fort, Volkswirtschahien

=g Abgeckung gichaler THG-Emissionen in Prozent (rechie Skala)

Anmerkung: Hellblaver Bereich stellt kinftig gepl et
dar. Wert for Abdeckung globaler Emizsionen for 2022 ist voraufig
EHS: Emissionshandelssystem

CQuelle: World Bank Carbon Pricing Dashboard, KW Research




i) Distributional Effects of CO2-Pricing QIDOS

* Main Goal of Just Transitions: a socially just and acceptable transition to a
climate-neutral global economy

» CO2-pricing initially has a regressive effect

— Hypothetical CO2-price of 50 USD per ton without redistribution of revenues
could increase extreme poverty worldwide (Malerba et al. 2022)

 But: Empirical studies show the potential of revenue recycling (Malerba et al.
2022)

+ Redistribution of revenues from such a tax could:
— Reduce poverty by 16%-27% (110-190 million people)
— Reduce inequality (average Gini coefficient would decrease by 4%-8%)

— Conclusion: policy design of the CO2-pricing matters (and complementary
measures)

21D0S

ii) Question of Competitiveness

— Introduction of a CO2-price negatively affect the competitiveness of the domestic economy
— Carbon Leakage
International "patchwork" of climate policy approaches

PrazenE. Prese mslerertrner Intision in USD pro Tonne GO, Aguwalent

=
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9.
ii) Question of Competitiveness //IDOS

Possible solutions:
a) global CO2-price — not politically feasible

b) “Climate Clubs" (discussions e.g. at G7; research has shown numerous
environmental agreements with trade clauses generate club goods for their members;
therefore de facto environmental clubs, see also Morin, Brandi, Schwab, 2023)

c) border carbon adjustment, e.g. EU Carbon Border Adjustment Mechanism
(CBAM) launched in 2023 (but is also currently being discussed or
prepared in other regional contexts)

~.
2. CBAM from a Global Perspective //IDOS

* CBAM is primarily intended to promote an ambitious climate policy of the EU
without energy-intensive sectors shifting their emissions abroad (carbon leakage)

* However, the design of the EU CBAM has disadvantages, not only at the expense
of climate policy effectiveness, but also at the expense of a development policy
perspective (not well compatible with the concept of Just Transition)

— For many developing countries, additional export costs are expected as a result
of the CBAM; this challenge could be addressed if the revenues of the CBAM
were invested in decarbonization in other countries outside the EU (but this is
not the case)

» Important in future discussions: Border compensation mechanisms should be
designed in such a way that they are effective in terms of climate policy and
sufficiently take low-income countries into account




3. Approaches beyond CO2-Pricing : Green Industrial @'DOS
Policy )

» The current trend is also in the direction of industrial policy support for climate-
relevant innovations, in particular "green" subsidies

* Main challenges:
— Subsidization has disadvantages, e.g. is less efficient than CO2-pricing

— The international "subsidy race" has challenging implications, especially for
low-income countries

— One of the main reasons: they cannot afford subsidies, and then are left
behind in the race for innovative technologies in the sense of climate
neutrality (not well compatible with the concept of Just Transition)

/I
Renewed Interest in Industrial Policy ZID0S

Industrial policy (IP) continues to gain
momentum - a historic high is expected during

2024

— IP is not new but used to achieve public
policy goals, e.g. low carbon transition

— some Advanced Economies which had =
eschewed IP in the past now embrace it 5

......




Competitiveness is the Most Frequent Stated Motive Q’IDOS

Industrial Policies Implemented Since January 2023 by Stated Motive and Geopolitical Region . climate change-related
" (87%) and national
security & geopolitical
concerns (74%) motives
are found most often in the

- - - -

Stategic Cimate Hational Sacuity

1000

Number of Industrial Policies

Compatikancss Cranga Sacurity of
Miigasion & Supgy
Geopalitcal
Concam
Stated Motive

[l The west [l The Rest

Source: MIPO by Global Trade Mor, Septamber 2024,

“Tha ¥iust refiers to Ausiralia, the EU-ZT, the GT, and Soum Ko,

Distinct Regional Variations are Evident in Selection @'DOS
of Policy Instruments

Percentage of Industrial Policies Since January 2017 . Deep pockets Iikely matter:
Braakdown of Distartive and Liberalising Policies by Country and Palicy Instrument h|gh per-capﬂa Income

S economies (e.g. EU) lean

Rest of the West heavily on corporate

Rast of he Developing | & | subsid_ies, while develo_ping
Japan countries rely more on import
id B parriers.

Eu-27

China * The USA relies more on

Brazi localisation and public

procurement measures

. o
e
Py & * Most of the Japanese
' industrial policy relates to
o [ 1%-5% [ e-25% [ 2sv-s0% [ 50 export incentives or
IR T T financial help of firms abroad

10




4. Climate Policy in the context of Trade Policy %lDOS

Why is it important to study the links between international trade and environmental policy?

» Trade as part of the problem (transport, etc.). But: to what extent can trade also be part
of the solution and contribute to environmental protection?
— Negative relationship: conflict of interest; e.g. more emissions due to more production
and transport (e paly, 1993; Esty, 1994; Conca, 2000)

— Positive relationship: synergies; e.g. faster transition to environmentally friendly
technologies; higher demand for environmental protection (e.g. snagwati, 1993; camso, 2017)

Trade and Environment Database (TREND) 21D0S

» 700 preferential trade agreements (PTAs) e N DTS

* include 300 types of environmental

provisions, many of them are relevant for e @0
. . s ol
climate protection ..\,.:
®
See www.TRENDanalytics.info e 2. ._.
. L )
)

Number of PTAs
- n
3

I~

== Number of PTAs signed ===Average number of environmental provisions per PTA 2




~.
Environmental clauses in Trade Agreements: Effects Z/IDOS

Environmental effects:

» positive relationship between environmental clauses
and environmental legislation (randietal. 2019) and

environmental quallty (Bastiaens & Postnikov, 2017; Martinez-Zarzoso &
Oueslati 2018; Zhou et al. 2017)

* e.g. environmental clauses are accompanied by a

reduction in greenhouse gases, so they can promote
climate protection (srandi & Morin, 2023; Brandi & Schwab, 2023)

Trade effects:

» Potential for win-win effects: e.g. certain environmental
clauses reduce environmentally harmful exports
between partner countries and increase the exports of
environmental goods (randi et al. 2020)

Practical Relevance for Trade and Climate InteractionsZJIDOS

» Many of the climate provisions in trade agreements remain vague, weak and not very
innovative; they should be specified and strengthened

» Some examples of practical relevance for trade and climate interactions:

— Recently condcluded Agreement on Climate Change, Trade and Sustainable
Development (ACCTS) between some countries (incl. New Zealand, Costa Rica)

— New discussions on trade and the environment in the World Trade Organization
(WTOQ), incl. climate protection

— At COP28: “Trade Day”, to discuss the interaction of trade and climate and to
promote exchange between climate and trade experts

Vﬁ( C \) United Nations :_.'-?/
\\Il j‘/l Framewaork Convention on __,_(
N L Cimate Change ORGANIZATION

—N—




5. Conclusions and Outlook QIDOS

- Measures for decarbonisation from an international perspective are far from
sufficient

- Policy measures should be designed in the sense of Just Transition; but this
is challenging and is not happening to a sufficient extent at the moment (e.g
CBAM, subsidy race, etc.)

- Trade policy can also make an important contribution to climate protection;
potential should be better exploited

- Overall: more global cooperation needed, which is difficult in the current
geopolitical context

- But: climate policy one of the few policy areas in which international
cooperation is currently progressing (although very slowly) and is possible
at all

Thank youl!

German Institute of Development
and Sustainability (IDOS)
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The race for innovation in high-tech involves local Q'DOS
support and export bans
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1. Overall Evaluation of the Forum

Evaluation %
Satisfactory 83|
Somewhat satisfactory 17]
Somewhat unsatisfactory 0

Unsatisfactory 0]

Satisfactory

83%

2. Evaluation of the Quality of the Forum as compared with your expectation

Evaluation %
Higher than expected 42|
As high as expected 58‘
As low as expected O‘
lower than expected 0:

Higher than expected
42%

As high as expected

58%

3. Were the topics timely and relevant to the issues of the day?

Evaluation %
Agree 92 |
Somewhat agree 8|
Somewhat disagree 0‘
Disagree 0




4. Session by Session Evaluation Partl

Evaluation %
Satisfactory

Somewhat satisfactory

Satisfactory

Somewhat unsatisfactory 92%

Unsatisfactory

No answer

4. Session by Session Evaluation Part2

Evaluation %
Satisfactory 59 No answer
Camewhat caticfactory | Satisfacto
Somewhat satisfactory 8 i

Somewhat unsatisfactory 0 |
Unsatisfactory 0

No answer 33

5. Were today’s discussions useful for your work/research?

Evaluation %

U Sefu | 58 | Somewhat useful
Y = - | 42% Useful
Somewhat useful 42 58%

Somewhat useless O‘
Useless O‘




6. Any other comments/suggestions are appreciated.

- Discussion themes are very interesting but broad.
Probably I would like to listen to more focused presentations on either theme

(morning or afternoon).
Many presentaters could provide more detailed presentations with figures.

It would have been nice to have such presentations and based on them have

debated.

-The conference was very useful since I found many common ground between Japan and Germany.
In this regard, to my particular interest, it will be even more helpful if we had

Germany industry people and had their insites.
-k Rl a2 = a VPIREERE BT S

-HRZ +— 7 L Tld. HAREBINZ T TIIHEADRE 2 v & OIREZR# A FF - T, FFic,
WPICKEZ B L T O ICEET 2 IEIZHENZERZ D - fTbwnwEnwidane

B9,

-Some of the presentations were very good, and I encourage you please to ensure the materials are shared with
all attendees. [ would encourage to widen the participation not just to academics, and some business to include

other key thinkers and thought leaders, including more think tank representatives and possibly government of-

ficials too.
The quality of the academic presentations was mixed never, and this could help you'even out'the quality today.



You are:

Affilication %

Business person
University teacher
Researcher

Student

Media

Government official
Others

Government official
25%

Researcher
42%

Business person
25%

niversity teacher
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Japan Economic Foundation (JEF)

The Japan Economic Foundation (JEF) was established in
J e F July 1981 to deepen understanding between Japan and

other countries through activities aimed at promoting
Japan Economic Foundation  economic and technological exchange.

With this goal in mind, JEF engages in a broad range of activities; it provides

information about Japan and arranges venues for the exchange of ideas among
opinion leaders from many countries in such fields as industry, government,
academia and politics in order to build bridges for international communication
and to break down the barriers that make mutual understanding difficult.

URL: https://www.jef.or.jp

The Wuppertal Institute

The Wuppertal Institute is a leading think

WuP_pertaI tank for sustainability and transformation
Institut research focused on impact and practical
application. The organisation's activities are
centred on developing transformation processes aimed at shaping a climate-
friendly and resource-efficient world.

The overriding goal of the Institute's work is to help to respect the planetary
boundaries. This is represented in the guiding vision of a "climate-neutral and

resource light society" by 2050.
URL https://wupperinst.org/en/

— 100 —
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