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Abstract

This study examines the distributional implications of electricity subsidies, focusing on whether they disproportionately benefit high-
income households. The analysis indicates that, while electricity subsidies are regressive in terms of absolute per-household amount,
the disparity diminishes on a per-capita basis. When measured as a proportion of household income, lower-income groups receive
a relatively larger share of the benefits. This finding, rather than overturning conventional assessments of regressivity, highlights
the considerable burden that subsidy reductions would impose on low-income households and suggests the need for complementary
support measures in the event of reform. In addition, considering price elasticity by income group suggests a greater potential for
the regressivity of subsidy receipt—where higher-income households receive larger subsidies—than previous studies indicated. Fur-
thermore, we consider whether electricity subsidies can emerge as an outcome within a majority-voting framework that accounts for
household heterogeneity. We identify four key empirical issues. First, to address data limitations regarding electricity unit prices, it is
essential to conduct surveys that track electricity consumption, expenditures, electricity suppliers and contract plans simultaneously.
Second, the indirect impact of subsidies on the prices of products and services should be considered. Third, substitution between elec-
tricity and gas must be incorporated, which requires a more refined analysis with cross-price elasticities across energy types. Fourth,
consideration of income effects and regional disparities is necessary. As a direction for future research, one approach could be to
sustainably secure subsidy funding through carbon taxation while simultaneously achieving the transition to a decarbonized society.
In such a case, we should also consider that high-income individuals have a greater capacity to alleviate its impact through measures
by installing solar panels. Additionally, this research implies that subsidy reform could disproportionately burden low-income house-
holds. Given the regressive nature of carbon taxation, policy designs that help prevent excessive burdens on low-income households
could be considered.
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