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Can Reward incentivize Climate Change Mitigations?: An Evidence from Japanese
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This study empirically investigates whether a monetary/non-monetary reward
can be an incentive to reduce greenhouse gas emissions. We focus on a policy instrument at the
prefectural level that aims to provide a non-monetary reward for good practices in terms of climate
change mitigations by facilities. We explore the impact of this policy instrument on CO2 emissions
reduction using prefecture-industry level panel data. As a result of the analysis, we find that
providing a non-monetary reward can promote CO2 emissions reduction in the manufacturing sector. The

results also suggest that financial rewards (e.g., low-interest loans) or the combination of an
energy audit program may not necessarily reduce CO2 emissions. These results implies that it may be
more cost effective to make awards for greenhouse gas reduction without financial rewards.
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