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| Abstract |

A subsidy policy on early scrapping of old diesel vehicles has been activated to improve air pollution
in Seoul metropolitan area. The benefit-cost analysis on this policy evidently shows cost effective as
benefit is greater than cost. The policy currently provides 80% of old diesel vehicle's worth within the
maximum amount capped which limited the effects on increasing the level of subsidy. Therefore, to
induce more old diesel vehicles scrapped, it is needed to consider that the level of subsidy and the
maximum amount are raised at the same time. Meanwhile, taking account of insufficient subsidy amount,
granting older vehicles more subsidy would be a good way of extending the policy effect.
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