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Full-scale Introduction of Carbon Pricing Methods under the GX Promotion Act
—Focusing on the Design of the First and the Second Phase of
the Emissions Trading System (GX-ETS)——

Toru Morotomi

Abstract

This paper focuses on the “Emissions Trading System (GX-ETS)” introduced under
the GX (Green Transformation) Promotion Act, and clarifies the system design from
its first phase to the second phase. The purpose is to discuss its characteristics and
challenges for the future.

However, the Emissions Trading System (ETS) does not exist on its own. It is an
integrated package with financing mechanisms through carbon pricing such as “Japan
Climate Transition Bond” or “carbon levy” to be introduced in 2028.

First, we will provide an overview of the GX Promotion Act (passed and enacted by
the Diet in May 2023), which is the legal basis for these policies. After that, we clarify
the institutional characteristics of the emissions trading system, by dividing them into
the first phase and the second phase. Finally, we will point out the issues facing the
future development of carbon pricing in Japan.





