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A Study on Regulatory Capture in Korean Emission Trading System
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Abstract: Despite the fact that South Korea is one of the top 10 largest greenhouse gas
emitting countries, the government was once committed to a principle of “no response” in
international climate negotiations. However, Myung-bak Lee’s administration declared a
“Low Carbon Green Growth” agenda in 2008, demonstrating an active response to climate
change. South Korea has since gained worldwide recognition as an exemplary country for
low carbon development. The South Korean emission trading system is a major policy tool for
driving the reduction in greenhouse gas emissions. However, this study attempts to reveal
that the emission trading system has been captured by the industrial sector. To identify
regulatory capture, three criteria were utilized: value, agency, and regulatory implementation.
The results of the analysis show that, with respect to ‘implementation,” regulatory capture
was not significant because the dependency on firms’ information was not so critical. On the
contrary, in terms of ‘value,” the industrial sector has attempted to postpone enforcement. In
addition, with regard to ‘agency’, interest groups have shifted authority over the system from
the Ministry of Environment to the Ministry of Economy. Despite these regulatory captures,
this study concludes that the South Korean emission trading system has generally operated
on the basis of public interest theory as it has not induced carbon market collapse.
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