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This study examined the income distribution effect of the environmental taxes in the energy sector by
applying the Urban Family Survey and the Household Income and Expenditure Survey to the Kakwani
index. The results analyzed are as follows : first, taxes of the non-transportation energy sector show
progressive tax schemes, while those of transportation energy show regressive ones. Second, we calculated
the scenario-specific progressivity index on basis of the existing energy price structure. Contrary to the
previous works claimed to be regressive, the progressivity in scenario | got higher than before, except
for the congestion taxes. Also, the index by the total sum of taxes in scenario Il showed just a little bit
higher progressive tax system. In scenario I, both the value added tax and the total sum of taxes have
a little regressive structure, but the indexes in the environmental taxes, heat capacity taxes, and those
which the environmental tax and the congestion tax and heat capacity taxes are summed up, are in general
progressive. Third, subsidizing the tax revenues raised from the environmental taxes to the poor classes
by a simulation approach shows more progressive as expected, implying the more subsidy the higher
the progressivity index. As a result, it is said that the implementation of the environmental taxes has no
negative impact on the income distribution, and the subsidy of the tax revenue raised from it to the poor
can make the income inequality improve.

I Keywords | environmental tax, income distribution, progressivity index
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