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& Executive Summary

[]1The Korean economy has been labeled a carbon-exporting country* and may
become vulnerable to the key drivers of global protectionism, namely, the growing
emphasis on climate policies and environmental regulations.

* Refers to the movement of goods (and consequently, carbon) across borders — from a
country with relatively lax carbon regulations to another with stricter regulations

(O The carbon pricing systems with the most potential to impact the Korean economy
are the European Union's Carbon Border Adjustment Mechanism (CBAM) and the
U.S.'s Clean Competition Act (CCA).

[1The CCA has bipartisan support in the U.S., and was introduced, initially, in
2022 and reintroduced in 2023. It is considered highly likely to be adopted
regardless of the outcome of the upcoming U.S. presidential election.

O Initially proposed by the U.S. Democratic Party in June 2022, the CCA aims to
address cost disparities and declining price competitiveness stemming from differences
in carbon intensity* across countries.

* Refers to the ratio of carbon emissions to production output. It serves as a metric for
comparing greenhouse gas emissions associated with producing like goods; this may be
applied to countries, industries, or products.

[1The implementation of the CCA is expected to impose a total cost of
approximately USD 2.08 billion on the Korean economy over the 10-year period
from 2025 to 2034, with the burden falling predominantly on the petroleum, coal,
and chemical manufacturing sectors.

(O The projected carbon tax burden due to the CCA is estimated to start at USD 111.5
million in 2025, rising to USD 245.3 million by 2034, with a cumulative cost of USD
2.08 billion over 10 years.



[] This report analyzes the potential impact of the CCA's and draws the following 3
key recommendations:

O Improve Carbon Intensity: Expansion of zero-carbon energy sources (nuclear and
renewable energies) in the power generation sector is critical to enhancing national
carbon intensity*, as this sector is a primary driver of carbon tax liability.

* Scenario analysis suggests that a 1% annual improvement in carbon intensity could reduce
carbon tax costs by 4.9% (approximately USD 6.77 million).

O Ensure the Reliability of Carbon Intensity Data: Korea should take a leadership role
within the OECD's Inclusive Forum on Carbon Mitigation Approaches (IFCMA) to
ensure the reliability of carbon intensity data, thereby enabling industrial-level carbon
reduction efforts to be reflected in cost savings.

* IFCMA : Inclusive Forum on Carbon Mitigation Approaches

O Strengthen Negotiation Power With the U.S.. Ongoing negotiations with the U.S. are
essential. In light of the carbon club provisions stipulated in the CCA, negotiating
power may be strengthened by leveraging (1) The level of stringency at which
Korea’s domestic climate policies are being pursued and (2) The efficacy of carbon
price burden implementation.



. ME

[=29Y HEF9Fe F8 o= HriEe 7|54 9 &34l g4
FEFTOR BEFHE U AAC fEY 9%E #2Y Zow A
F1) EtarED ¢ A2 EAFH T kst ZI10F Aot FIMo| MESE

Astet EbATE B ol SStcheE QlojoAM AR E = 71

OUE 71F4HoR GartAA 7} Fsv S/t Bartd Axel sk
T & QﬂV\]?]‘“ 8o ZA8(HAHA 5377 4% =z, 7243 719
Z2) EtATFAA| (carbon pricing) @ Bt HiEof| J1HE2 §ois5ts H2Z HiEFAof 24

A HE=E clet 2RAME FHAFI= AT, HEXMSE uiEA7H i

18

7t S
(emission trading system)2t Et2Al(carbon tax) 2 =/

<ai-1> FF sabA 8|21 7|F)
(E42] : 2021 EURKCOY)

735
29.9 26.9
12.0
5.0
H -
JEL = oA 3k Qe e 22

% XFE : OECD (URL : https://doi.org/10.1787/084d5b36-en, =& &5 2024.09.13)

F) 2 Xz2o| BT 2 OECD S2EHTIA(ECR, Effective Carbon Rates) 22 ERCA| BEHH2HA|,

AZNHIME 2=l 72 X HEY 2471A siE2et AZX| 0] ¢E3 714 E 2o|o|

18 A% 5 YA A=t P
27} FA0l 24

18
0%
=
Hl
1o
o
N
do
A
o
R=}
gl
o
i)
X
o
N sy

-

AR FEH T ¥ ASE WAHE UE BaslAAR #1
4242 AECBAMS HF FRAAFCCA] AR
O EU Baadz4Ass 278 &7 25514 Axe o d4el ha 14
o AFel WAE 24720 H&& 732

SR8, & 201, (2017). 247tA AES et IAARS AN = A 4. he/FA

_’I_



ALY Z|¥S0| Moz siEH 7t efel sielz WAVIXIE &7|= sd
Orl=2 BAZAHEe T8l 2025358 D7, AHE 5 AAA 0 SaAl(2d7k2

159 552e)E 20y oo, FF 59 FAFAA F) A

4) & TN ] F= FEA H|F5(234 7|F) 1 =(19.7%), 01=(18.3%), HIE

O % FdolA AXsl= FAAAH/}PL 20229 H=x dho] £ 2023 Ao d
A

200,000

o \ / \

100,000 e

50,000 —
—_— -
-
——
2018 2019 2020 2021 2022 2023
—EF —0R —HEY —ur 33

WAFR 1 K-STAT (URL : httpsy//stat.kita.net/, =& &2 2024.09.06.)

2) o47], AeAl, & IMA. (2021). EU a=Axo] 2 AAY A% BA. Jo/oirg, ATRILA 2021-07.




. BEBTYH(CCA, Clean Competition Act)
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