
Accepted Manuscript

Title: Fuel for inequality: Distributional effects of
environmental reforms on private transport

Author: Miguel A. Tovar-Reanos Katrin Sommerfeld

PII: S0928-7655(16)30259-7
DOI: https://doi.org/doi:10.1016/j.reseneeco.2017.10.007
Reference: RESEN 1046

To appear in: Resource and Energy Economics

Received date: 14-9-2016
Revised date: 27-10-2017
Accepted date: 30-10-2017

Please cite this article as: Miguel A. Tovar-Reanos, Katrin Sommerfeld,
Fuel for inequality: Distributional effects of environmental reforms on
private transport, <![CDATA[Resource and Energy Economics]]> (2017),
https://doi.org/10.1016/j.reseneeco.2017.10.007

This is a PDF file of an unedited manuscript that has been accepted for publication.
As a service to our customers we are providing this early version of the manuscript.
The manuscript will undergo copyediting, typesetting, and review of the resulting proof
before it is published in its final form. Please note that during the production process
errors may be discovered which could affect the content, and all legal disclaimers that
apply to the journal pertain.

https://doi.org/doi:10.1016/j.reseneeco.2017.10.007
https://doi.org/10.1016/j.reseneeco.2017.10.007


Page 1 of 47

Acc
ep

te
d 

M
an

us
cr

ip
tFuel for Inequality:

Distributional Effects of Environmental

Reforms on Private Transport

Abstract

This paper provides the first empirical evidence of the distributional effects of

subsidies for the purchase of alternative vehicles based on an extended version of

Hausman’s exact consumer surplus. In consistence with economic theory, we es-

timate changes in household welfare, inequality, and social welfare resulting from

different reforms. First, we find that an additional tax on conventional fuel is re-

gressive. However, returning the additional tax revenue via lump-sum transfers can

alleviate this effect. Second, when the additional revenue is also used to finance

subsidies for electrical and compressed natural gas (CNG) vehicles, households that

own such vehicles experience welfare gains. However, this policy also increases in-

come inequality and decreases social welfare.

JEL-codes: Q41, R48, C33.
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