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Abstract

This research paper examines the relationship between carbon emission price and
its determinants within the pilot phase of the Korea carbon emission trading scheme,
which has been active since 2015. By employing VECM (Vector Error Correction
Model) and Granger Causality analysis, we investigate the long—term relationship
between carbon emission price and determinants for the market. Our analysis reveals
that, in Korea, only the KCU price exhibits a statistically significant causal relationship
with the carbon emission price. Additionally, our study explores the relationship
between the price of electricity and determinants, uncovering that the close
association observed in previous studies on the European market does not manifest
in the Korea market. Instead, only the temperature variable demonstrates statistical
significance. These findings suggest that variations in the structure of the Korea and
European power markets, such as the unique system of Korea electricity bills,
contribute to the observed dissimilarities. To ensure the effective operation and future
development of the Korea carbon emission trading market, it is essential to consider
these issues in relevant discussions.
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