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A Study on Policy Directions for
ABSTRACT Environmentally-friendly Energy Tax Reform
in Korea

Seung-Rae Kim*

Korea recently set an ambitious goal of cutting greenhouse gas
emissions by 30 percent below expected levels in 2020, and
established the Framework Act on Green Growth to meet the emission
target and promote eco-friendly investment. The government also
prepared for a variety of measures of green growth and will put those
plans into action.

Based on experience in some OECD countries, Korea could reform its
existing energy tax system more environmentally-friendly induding the
introduction of a carbon tax, and gradually shift more some of national
tax burdens from income to energy, while addressing properly the
potential impacts on international competitiveness and distributional
concerns with other policy instruments in combination.

Further, it is also required to consider secondary instruments such as
direct compensation payments and supports for unfair burdens of
low-income households and more energy-vulnerable sectors. All those
approaches might be offset of distributional consequences as mitigating
the harmfulness of eco-motivated fiscal policies.

Key Words : energy tax reform, carbon tax, low-carbon green growth
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