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A Study on the Fiscal Efficiency of the Early Scrappage
Support System for Aged Diesel Vehicles'

Sung Hoon Kang*

ABSTRACT : This study analyzes the financial efficiency of the early scappage support system using the
benefit and cost analysis. To do so, we use comprehensive administrative data on the early scrappage of
old diesel vehicles. The result shows that the benefit-cost ratio was greater than 1 before 2020, but it
appeared to be less than 1 after 2020. This indicates that despite recent reforms to increase the subsidy of
early scrappage of old diesel vehicles, the rate of the benefit of air quality improvement is not as fast as the
increase in system operation cost of this system. The benefit of air quality improvement depends on how
much the operating period is shortened due to early scrappage support system. The earlier this period is
brought forward, the more likely it is that the benefits of early scrappage will exceed the costs. Upon
examining the results of this study, it was found that when the scrappage timing is brought forward by 5
years, the B/C for 98% of the samples becomes 1, greatly securing financial efficiency. Therefore, it is
important for the government to reform the system so that it can influence the decision of old diesel

vehicle owners on the timing of scrappage.

Keywords : Early scrappage support system for aged diesel vehicles, Fiscal efficiency, B/C analysis,

Greenhouse gas reduction
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