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Carbon pricing has been recognized as an efficient means to mitigate greenhouse gas emissions 

and to raise public revenues to finance sustainable development. Despite being highly vulnerable 

to climate change, concerns about adverse impacts on poverty and inequality discourage many 

lower-income countries from introducing carbon taxes or reforming expensive and often poorly 

targeted energy subsidies. This is also the case in Nigeria. Combining energy-extended input-

output data with household survey data, this paper analyses the absolute and distributional effects 

of a carbon pricing reform to understand how different household types, and especially the 

poorest parts of the population, would be affected. Our results show that carbon taxation as well 

as subsidy reform are largely progressive in Nigeria while the absolute burden and tax-induced 

additional poverty incidence are comparatively low. Furthermore, we contrast these adverse 

effects with the gains that would occur if carbon pricing revenues were recycled in basic 

infrastructure development. Our results suggest double progressivity; that is, lower-income 

households would bear a relatively lower tax burden, but enjoy greater gains from access to 

water, sanitation, electricity, and telecommunication infrastructure. To our knowledge, our study 

is the first to estimate the distribution of such financing needs for closing infrastructure access 

gaps across income groups and to compare it to the distributional effects of carbon pricing. In 

terms of policy implications, our findings show that, if the associated revenues are well spent, 

carbon pricing can serve as entry point to align environmental with sustainable development 

goals.


