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ABSTRACT

We analyse an overlapping generation model in which economic agents, especially their
income distribution, influence environmental policy and redistributive policy through political
decision making process. In an economic equilibrium which doesn't consider political
process, the introduction of environmental policy is shown to increase economic growth rate.
In contrast to an economic equilibrium, environmental policy can be adopted when economic
inequality reduces to a certain threshold in a political economic equilibrium. The adoption of
environmental policy, on the other hand, incurs the demand of strengthened redistributive
policy, which in turn decreases economic growth in a short run. We discuss broad policy
implications based on our political economic analyses.
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{Table 1> Emission Tax's Impact on Economic Growth through Price Effect
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{Table 2> Economic Inequality's Impact on Economic Growth
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