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What Is Green Infrastructure?
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Green infrastructure is a concept based on infrastructure development and land use management that take advantage of functions and
mechanisms of ecosystem. Although it might seem that our hopes regarding green infrastructure stem from the environmental protection
movement, there is great anticipation surrounding green infrastructure in various other fields, as seen from today’s growing interest from a wide
range of entities and many academic fields. Internationally, increased discussion on green infrastructure can be attributed to issues involving not
only conservation of the global environment and biodiversity, but also depletion of energy sources and other resources, stagnation of regional
economies due to economic globalization, and growth of disaster risks worldwide. In Japan, there are growing expectations that development of green
infrastructure can be a measure for dealing with various social issues, such as changes in demand for land resulting from the country’s declining birth
rate and aging population, growth of disaster risks due to climate change, and stagnation of regional economies caused by structural changes.
The term “green infrastructure” is becoming a common keyword around the world linking efforts aimed at promoting the economy, preventing and
reducing disasters, and protecting the environment. In Europe, the European Commission announced the European Green Infrastructure Strategy
in June 2013. In the United States, efforts are underway to develop technologies and institutional mechanisms that will promote the building of
green infrastructure for rainwater management. In response to these activities, increased efforts are being made to promote green infrastructure at
various international conferences. For instance, the participants in the Conferences of the Parties to the Convention on Biological Diversity and the
United Nations Framework Convention on Climate Change, the World Conference on Disaster Risk Reduction, and the G7 summit held in Japan in
2016 expect green infrastructure to be promoted in the context of economics and development. Since 2015, the concept of green infrastructure
utilizing multiple functions of nature has been included in administrative plans of the Japanese Ministry of Land, Infrastructure, Transport, and
Tourism and other relevant ministries and agencies. These plans discuss the necessity of green infrastructure development as a means to build
environmentally friendly spaces, to promote economic activities by utilizing local resources, to develop, maintain, and manage infrastructure in a
cost-effective manner, and to increase the competitiveness of urban and nonurban areas. Green infrastructure development supports activities that
take advantage of existing functions of nature. It is also considered a way to secure greater social and economic benefits by effectively linking the
“hard” and “soft” aspects of relevant factors and by strengthening the spatial connections among different individual activities associated with land
use.
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The Effect of Green Infrastructure on the Local Economy
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Green infrastructure will expand in Japan and in other parts of the world, and this expansion is expected to benefit humanity
through allowing use of nature’s many functions. The effects of using such functions is often related to economic externalities. As
internalization of these economic externalities occurs, turning social benefits into added value through the market, one can see that
various agents are expected to benefit, directly or indirectly, from green infrastructure and to contribute to sustainable growth of
local economies.

A quantitative understanding of the positive effects of green infrastructure on local economies would encourage various public and
private entities to become more involved in activities related to green infrastructure because it would allow comparing the benefits
with required costs (e.g., investment, maintenance, and upgrading costs) on both effect size and type. In other words, it is expected
that even with increasingly constrained budgets, efforts to promote green infrastructure will be sustainable.

Reports from countries that are more advanced than Japan in terms of the prevalence of green infrastructure are showing the
economic effects of green infrastructure investment and allowing quantitative examination of these effects.

In this context, this paper discusses some economic effects of green infrastructure and summarizes methods for quantitatively
analyzing them.
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Assessment of Public Green Infrastructure Projects
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Green infrastructure (Gl) is a relatively new concept related to maintenance of social capital and
management of land use in ways that are intended to improve local economies and people’s quality
of life by taking advantage of nature’s functions. Gl has increasingly become part of national
plans, which will result in it being promoted in public projects by relevant government agencies.
Considering this trend, this paper focuses on issues that arise when examining measures for
assessing public Gl projects. Specifically, this paper considers three types of Gl maintenance: (1)
natural environmental protection, (2) disaster prevention and resource management in river basins,
and (3) urban redevelopment. These are summarized in the context of existing public projects.
In addition, this paper examines government agencies’ stated procedures for assessing public
projects; summarizes the current status of these procedures in terms of whether they properly
evaluate benefits from Gl maintenance; and present ways to examine three issues needed for
future creation of Gl assessment measures. These issues are (1) establishment of assessment
measures that cover Gl in urban redevelopment, (2) reorganization of existing measures (based on
their differences, benefits, etc.), and (3) creation of measures for assessing the social value of the
“soft” side of Gl.
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Expectations Regarding Green Infrastructure and the Agriculture, Forestry, and Fishery Industries
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The concept of green infrastructure is relevant to the maintenance of social capital and
management of land use in a way that utilize natures functions and mechanisms. In Japan, a unique
ecosystem has been constructed and maintained in farming villages through agricultural activities.
Throughout the history of land development in Japan, social capital—which includes reservoirs,
waterways, rice fields, residences, and carefully cultivated woodlands—has been accumulated,
and social systems for maintaining it have been constructed. Therefore, agricultural resources and
farming villages have functioned in a real sense as green infrastructure.

This paper considers land and other types of social capital in rural areas as rural green
infrastructure and provides, with specific examples, an overview of ecosystem services that are
received from rural green infrastructure. Additional examples of current issues involving rural green
infrastructure, recent trends in agriculture and rural areas, and anticipated impacts of rural green
infrastructure are also presented. Lastly, this paper shows a new direction for maintaining rural
green infrastructure, which is necessary in a society with a shrinking population, and summarizes
relevant issues to be addressed.
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Green Infrastructure: Forestry and Trends in Securing New Funding Sources
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Two key focuses of forestry in Japan today are making use of the many functions of forests and taking measures against global
warming. Until around 1975, the main aim of forestry was timber production; however, as timber prices fell, forestry became
financially unsustainable. Following that, utilization of multiple functions of forests and measures against global warming were newly
included among the objectives of forestry, which gave rise to government subsidies, forest-related public projects, and measures
to maintain forests for CO. absorption. In addition, the Forestry Agency has exerted effort to promote green infrastructure as it
maintains forests, with the idea that forests constitute “green social capital.”

When the main purpose of forestry was timber production (until about 1975), revenue from timber sales was used to find investment
in forests and pay for maintenance. Part of the revenue generated from national forests was also included in the government’'s
general-purpose funds. However, falling timber prices drove revenues below costs, which led to the use of public funds for forest
maintenance. For measures against global warming, too, the government’s general-purpose funds have been used to pay for
additional forest maintenance. The Paris Agreement necessitates even further efforts for forest maintenance. This requires general-
purpose funds along with new funding sources for forest-based CO, absorption. Accordingly, the Forestry Agency has requested that
the taxation system expand the ways in which revenue from the global warming tax can be used, and has asked for an additional tax
to pay for forest maintenance.

In response to these trends, industry, which has supported forest maintenance activities in the past, is opposing the expanded
use of revenue from the global warming tax, and local governments are opposing the double taxation that would arise from a forest
maintenance tax. In this context, this paper summarizes trends and possibilities regarding new and existing funding sources for use
in combating global warming and maintaining green infrastructure.
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Why Can’t Companies Increase Labor Costs?

BILCIRPHENFEHIHEL. FETHEDEEL CLDICHINDE T, EF(FF
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Despite recent improvements in companies’ profits and increased demand for labor, wages are slow to rise. This is partly because
companies have not shifted away from their adherence to labor cost control, which was established during the long period of
economic stagnation that started in the 1990s. For small enterprises facing serious labor shortages, raising wages is an urgent
issue. However, there is a limit to labor cost increases because of the low profitability of their core business and insufficient
increases in revenue (i.e., the source of wage payments). Also, even with profits finally bouncing back, small enterprises tend to
increase their cash reserves in preparation for a potential sudden decline in business, given their past struggles to finance their
operations. Large companies, on the other hand, are seeing significant increases in profit but are not certain about growth in the face
of tremendous uncertainty about the future. They therefore increase their retained profits and cannot actively increase workers’ pay.
In addition, as large companies increase their emphasis on shareholders, they increasingly allocate more of their profits to dividend
payments. Even for large companies, increases in value added are essential to allow for increases in labor cost. To increase value
added, companies must autonomously grow through effective investments. Since the 2000s, corporate investments have been
restrained. Because of the lack of investments in equipment and human capital, which are necessary for growth, companies are now
caught in a trap of their own making. Now that the labor market is going through a structural transformation, it is crucial to reexamine
the importance of avoiding overemphasis on shareholders and allocating an appropriate portion of profits to employees. The domestic
economy is difficult to keep expanding. Therefore, companies should treat labor compensation as an investment for growth, not as a
mere cost factor.
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The World and Japan in 2017: Gaining a Clear View by Expecting the Unexpected
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People say that several unexpected events occurred in 20186, including Britain’s decision to leave the European Union and the
election of Donald Trump as President of the United States of America. Given that such events kept happening, however, we
may wonder whether we should have expected them. Although it is no longer seen as a recent event, the collapse of Lehman
Brothers changed global economic trends in various ways. Correctly understanding these changes will allow us to better expect the
unexpected.

The collapse of Lehman Brothers triggered changes in global trends, and the growth of the global economy has slowed since then.
The slowing global economy works against the Japanese economy, which has relied on export expansion as the engine of economic
growth. Japan also faces the problem that its economic competitiveness has declined relative to other countries, even while
emerging countries have achieved further economic development.

However, taking into account the changes in external circumstances and looking toward 2017, we can anticipate that the Japanese
economy will experience a mild recovery as the global economy grows slowly but steadily. Despite this, it seems difficult to break
out of the long-lasting stagnation that started with the collapse of Lehman Brothers. Because Japan has an aging populace and
shrinking population, steady stagnation inevitably continues in certain parts of the economy.

What can be done to improve Japan’s ability to grow its economy? First, it is important to abandon downsizing strategies and
to become aggressive in improving competitiveness. In addition, the country must resolutely respond to the spread of trade
protectionism, which may give rise to formerly improbable events. The government must also restore normalcy in its fiscal and
monetary policies, taking into account Japan’s aging society. This last point is likely to be the most difficult issue.
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