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Overview
As the third largest economy on the world, Japan’s energy consumption and impact on shale gas development deserves our attention and will have long-term impacts on the global economy.  Japan has faced various energy challenges in recent years. In March 2011, an earthquake caused a tsunami that resulted in the Fukushima Dai-ichi nuclear reactor meltdown and destroyed approximately 110,000, partially destroyed 140,000 homes, and approximately another 500,000 homes damaged and in need of repair (Japan Real Estate Institute), as well as ongoing nuclear contamination.  After the Fukushima disaster Japan began moving away from nuclear power to alternative energy sources.  

Export bans on shale to Japan were and may continue to be a limitation to the energy sector. The U.S. had export bans on shale gas to Japan, until recently though the U.S. was heavily involved exporting coal as a means of energy source to Japan.  According, to BP U.S. coal exports to Japan grew by more than 50% in 2011.  

Moving forward in time the conversations began between Japan and various countries as it relates to shale, and in particular liquefied natural Gas (LNG).  In 2014, the U.S agreed to “some” exports on LNG to Japan.  Canada was already exporting LNG to Japan when the U.S. started.  Natural gas has become an increasingly large component of Japanese energy consumption.  Geographic limitations and political constraints are important to consider as it relates to Japan’s energy, as a chain of islands there is a potential for shortage due to reliance on imports for a majority of its natural gas needs.  

There is some natural gas native to Japan. In April of 2014, Japan’s first commercial shale production began. The estimated production for this facility is 220 barrels a day, which is well below its consumption levels.[footnoteRef:1]  Based on the most recent statistics available Japan does not export any natural gas at this time.[footnoteRef:2]  The export of LNG from other countries to Japan, coupled with the abundant global supply of shale gas, has certainly changed Japan’s energy portfolio along with that its energy security situation.  In this chapter, we explore how global shale gas development has and will continue affect Japan, and the global energy economy. [1:  Iwata, M. Japan Starts Commercial Fracking for (a Little).  The Wall Street Journal. April 9, 2014. Retrieved August 22, 2014.   ]  [2:   Central Intelligence Agency.  The World Factbook.  Japan. Energy. August 22, 2014. https://wwwcia.gov/library/publications/the-world-factbook-geos/ja.html.] 


Methods
Descriptive statistics; time series econometrics

Results
First, we demonstrate the geological limitations of domestic natural gas supply and shale resources in Japan.

Second, we analyze the changes in Japan’s energy portfolio mix and policy implications.

Third, we analyze the impacts of shale gas development in the U.S. (and import into Japan) on Japan’s energy portfolio, energy security, and geopolitical relationships.

Conclusions
Japan will continue to have stronger demand for natural gas, particularly from shale-based sources.  Japan’s energy security is bolstered by shale-based natural gas imports, particularly from the U.S., where shale-based extraction remains strong even in light of global declines in oil prices.  Maintaining strong geopolitical relationships with the West will allow Japan to diversify its energy portfolio and strengthen its energy security.
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