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Abstract

Municipalities and regional communities are embracing renewable energy not only for
environmental, but also for economic reasons aiming for the revitalization and development of local
economies. For example, municipalities are a main driver of the German energy transition to renewables
(“Energiewende”), are adopting emission reduction targets above federal standards, and are aiming for
regional economic effects. The Institute for Ecological Economy Research in Berlin has developed a local
value added calculation model for Germany by using value chain analysis. In this paper, we first explain
how we adopted this value chain approach to Japan. Secondly, we demonstrate how this Japanese model
has been verified through actual projects case studies. Thirdly, we apply this model to the renewable
energy project in Iida city, Nagano prefecture that is a pioneer of “Local Energy Governance” and provide
a forecast for the effects until 2030. It is shown that renewable energy projects yield a higher value added
in the operating stage than in the investment stage. The largest part of value added is after-tax profits of
participating enterprises. If the enterprise is not located in the municipality, value added will be generated
outside the region. Local ownership through an increase of the local investment ratio is, therefore, the
most important factor for regional value added creation and regional sustainable development. Our
research proofs that this model is robust and delivers convincing results. It is a useful tool to support
the development of energy and climate policies at municipality and prefecture level, and to support the
communication with stakeholders and to build local consensus.
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