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Fuel Taxes are VERY effective

Figure 1
Transportation Fuel Consumption per Capita versus Fuel Price
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Source: Data from Worldbank.org,.
Notes: Size of the circle proportional to population. The line is the fitted value from a regression of the
log of consumption on the log of price.



Are they fair and Popular?
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Nigeria abolished fuel subsidy







FUEL TAXES
AND THE POOR

THOMAS STERNER

e Distributional issues

e Diamonds: Rich use more. Tax
IS progressive

* Potatoes: Poor have higher
expenditure share: Regressive

e Actual Fairness/
* Perceived Fairness



Using Expenditure
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In Most countries (Low income countries) fuel tax: Progressive

Private transport share of total exp.
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Distribution of HH costs across countries Feindt, Sterner, T et al (2021).
Carbon tax = 25EURACO2 Understanding Regressivity:
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Burden relative to expenditures [%]

Distribution of HH costs in Europe (w/o UK)

Garbon tax = 25EURICO? Regressive ... if EU
3 were one country

e C tax of 25€ on all
emissions (territorial +
imported)
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* Regressive (lowest 4)

* Higher variance among
poor
* 7% revenue enough to
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Indoor air pollution: Dont tax LPG/Kerosene




ONE OF BARACK OBAMA'S
FAVOURITE BOOKS OF THE YEAR
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\AII;IIST RY

* The fossil lobbies have
succeeded in delaying
climate action.

* First strategy was
science denial.

* Today strategy seems to
be “caring for the poor”
who will be hurt by fuel
taxes.
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* BUT Who will be hurt by
climate changes of 3.5 C?



THANK You

e Thomas Sterner
* Gothenburg

* Some extra slides; making carbon taxes more acceptable



	Slide 1: Distributional effects and perceived fairness of carbon taxes
	Slide 2: Fuel Taxes are VERY effective
	Slide 3: Are they fair and Popular?
	Slide 4
	Slide 5: Nigeria abolished fuel subsidy 
	Slide 6
	Slide 7
	Slide 8: Using Expenditure    In EUROPE it is --- neutral
	Slide 9:   In Most countries (LOW income countries) fuel tax: Progressive 
	Slide 10
	Slide 11
	Slide 12
	Slide 13: Indoor air pollution: Dont tax LPG/Kerosene
	Slide 14
	Slide 15: THANK You

