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< abstract >

A Study on Green tax Reform

Choi, Joonook

This report studies the issues on the introduction of
environmental taxes and green tax reform in Korea. Compared
to most previous studies in Korea, this report tries to discuss
the issues in a more broad perspective. Basic concepts,
characteristics, policies in other OECD countries, and previous
debate in Korea have been surveyed. The existing environment
taxes In Korea have also been surveyed.

Various spillover effects that can arise from green tax reform
have been discussed. Special emphasis was given to the income
redistribution effects. Tax hurden of various environmental
taxes have been estimated by using data on annual survey on
Dosi(city) family. The estimation results show that
environmental taxes in Korea are likely to be regressive. Even
though not necessarily an impediment to green tax reform,
considerations should be given to income redistribution effects in
designing the green tax reform.

Effects on the competitiveness of the industry is another
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factor that needs consideration. Considering the short-run
negative effects on the industry, gradual approach may be
desirable in the tax reform. Double dividend hypothesis is one of
the key issues in the discussion of green tax reform. Even
though this report lacks in-depth study on that, the tentative
study shows it is less likely to hold in Korea than in most other
OECD countries. Therefore, green tax reform in Korea should
put priority on improving the environment, rather than trying to
reap other benefits.

Benefits from the introduction of a separate tax system is not
clear. More urgent 1is reforming the existing economic
instruments, to enhance the effectiveness, simplicity and
efficiency. Considerations should be given to reducing or
reforming the environmentally harmful subsidies and tax

benefits.
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