KEI/2001
Jl=dbMl A2 0 A

AR 2MAA T we GA shEat £
- STRET THOE
2001. 12

00 0% X rE
o 12 0> O
0z Jj0 rar X

SIEEIPIYAL. T[T
Korea Environment Institute

e



i

ki3

Ao 1990 el o] 27]7A] o] ¥

o)
2

Fel 1980 o

Rk

ﬁo
B

_

=
=

syt 28y @73kl 32 A

S

7] A%

|

.
fie)

o
0
0

2\
fie)
T

i§)

o}
R

O

g
vzl

X

R
O

ﬁo
ot
ol
oF
el

"o

AZE A em 1990w ke A 917

s

{n
%
-

el
;OO
ﬁO

13

oA A=

£

o

Ho] o] o] 3L

Dz

2 ZAAA AN

o

-
L

!

R

of

Az

0

iy

obd

il

B
o

)

whebA, Aol A

Els

Aol

o RExa A

il

A
o

i

el

"

R 2 B R B i e R

i
=

0

]

Ny

obge B AT g

=gy,

s =
< 9

=

o

.

=
hER

Q]
™

H7F obd A2k 7Ale] A

A7 B

oS H
T

20014 12A

(B B JE e

R
5]

i B IR 52 BUR

el 7 B B



Abstract

Recently, rapid economic growth and water shortage have become of growing concern.
The relationship between the economy and water resources is not seemingly apparent, but
in the environmental context, there exists a close interaction. By and large, government
policies emphasizing economic issues can very well be subject to neglecting environmental
issues. In addition, it is a well-known fact that supply side management policies have a

negative impact on the environmental sector.

The primary purpose of this study is to investigate the possibility of securing economic
growth and improving environmental quality simultaneously by taking a static general
equilibrium approach. Implementation of such policy is initiated by means of cutting
environmentally unfriendly subsidies to water sector (water supply and sewage). The
revenue from the reduction of subsidies is associated with indirect taxes in production

sectors, which consequently reduces indirect tax rates.

The study has revealed a type of double dividend effect: reduction of water supply and
increase of gross domestic products (GDP). The GDP changes 0.299% - 0.561% according
to variations of elasticities and the way revenue is linked with indirect taxes applied to
scenarios. Meanwhile, the impacts of cutting subsidies in the water sector result in the
significant increase of water prices and the reduction of water output, respectively. The
output reduction is proportional to values of elasticity utilized; starting at 10% for zero up
to 60%.

Several policy implications can be inferred from the results of this study. Taking in
account the long-term effects of the subsidy-cut policy, the study predicts more output
reduction in the water sector since, economically-speaking, long—term elasticities are larger
than the short—-term ones, like that in the present study. Hence, a current water policy
that is under-priced, so as to allow over-consumption, should be changed in order for the

society to achieve economic growth and improve environmental quality.
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