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Fuel Taxes are VERY effective
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Nigeria abolished fuel subsidy





• Distributional issues

• Diamonds: Rich use more. Tax 
is progressive

• Potatoes: Poor have higher 
expenditure share: Regressive

• Actual Fairness/

• Perceived Fairness



Using Expenditure In EUROPE it is --- neutral
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In Most countries (LOW income countries) fuel tax: Progressive
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Progressive
nationally

But…
Poor countries 
more affected

Feindt, Sterner, T et al (2021). 

Understanding Regressivity: 

Challenges and Opportunities of 

European Carbon Pricing. Energy 

Economics, 



• C tax of 25€ on all 
emissions (territorial + 
imported)

• Regressive (lowest 4)

• Higher variance among 
poor

• 7% revenue enough to 
compensate losers

Regressive  … if EU 
were one country



Indoor air pollution: Dont tax LPG/Kerosene



• 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.  

• BUT Who will be hurt by 
climate changes of 3.5 C?



THANK You

• Thomas Sterner
• Gothenburg

• Some extra slides; making carbon taxes more acceptable
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