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Research gaps in public finance and environmental economics: green public expenditure and environmental tax equity
Abstract
This report examines two research gaps at the intersection of public finance and environmental economics, geographic and instrument-specific evidence for green public expenditure, and reconciling distributional contradictions and public acceptance of environmental taxes, each mapped to a JEL classification. For each gap I describe what the underlying literature has and has not established, compare them on five research-design criteria, novelty, policy relevance, data feasibility, causal-identification strength, and JEL fit, and build a decision matrix showing what data and design choices each requires. Every substantive claim is checked against the underlying studies (Muhammad et al., 2021; Peñasco et al., 2021) and the AEA's JEL guide rather than taken on faith. Both gaps are recommended: the first for its high policy relevance and the sparse empirical record outside OECD countries, and the second as the more immediately tractable way to join incidence and acceptance research that has so far developed on separate tracks.
1. Purpose and scope
I identify two research gaps at the intersection of public finance and environmental economics, mapping each onto the JEL system: H (Public Economics), Q (Agricultural and Natural Resource Economics; Environmental and Ecological Economics), and C (Mathematical and Quantitative Methods) (American Economic Association, n.d.-b).
Section 2 sets out the two candidate gaps. Section 3 compares them on five research-design criteria. Section 4 builds a decision matrix for each gap conditional on the data available. Section 5 audits our claims against the underlying sources. Section 6 gives our recommendation.
2. Two research gaps in public finance and environmental economics
Gap 5: geographic and instrument-specific evidence for green public expenditure
JEL fields: H (Public Economics), Q (Agricultural and Natural Resource Economics; Environmental and Ecological Economics) (American Economic Association, n.d.-b).
A systematic review of 211 publications finds most decarbonization-policy evaluations concern OECD countries, with very few in Sub-Saharan Africa or the Middle East, and only one distributional evaluation of government procurement with limited evidence on auctions and public R&D (Peñasco et al., 2021). The evidence base cannot say whether procurement, auctions, or public R&D produce equitable low-carbon transitions under different fiscal capacities, which matters because these instruments shape who gets access to new technologies, contracts, and markets.
Research direction: compare matched green-procurement, auction, and R&D programs across emerging and advanced economies, measuring bid participation, award concentration, innovation, employment, prices, emissions, and incidence by firm size and household exposure, using program thresholds or rollout timing for identification.
Gap 6: reconciling distributional contradictions and public acceptance of environmental taxes
JEL fields: H (Public Economics), Q (Agricultural and Natural Resource Economics; Environmental and Ecological Economics), C (Mathematical and Quantitative Methods) (American Economic Association, n.d.-b).
The same review finds mixed evidence on the distributional effects of energy taxes and sharp disagreement over allowance schemes, concluding that policy-design differences explain much of the contradiction (Peñasco et al., 2021). Separately, a review of public acceptance finds support is higher when people understand a policy and its revenue use, trust government, and see costs as fairly distributed (Muhammad et al., 2021), and it calls for moving past generic trust questions toward specific predictors (responsiveness, reliability, integrity, openness) and toward tax morale and economic perceptions directly. Incidence analysis and acceptance research have developed on separate tracks, so it remains unknown whether transparent, progressive revenue recycling can improve household burden and political durability at once.
Research direction: randomized information and revenue-recycling designs embedded in a carbon- or energy-tax reform, linking household expenditure panels to surveys measuring trust, tax morale, fairness, and support, and estimating incidence and behavioral response jointly across rebate designs.
Across both gaps, the common thread is a policy lever with an observable outcome and a feasible empirical design, measuring the mechanism a policy is meant to activate rather than settling for the headline tax or spending label.
3. Comparing the two gaps
I compare the two gaps on five criteria: novelty (how explicitly the literature leaves the question open), policy relevance (closeness to an actual fiscal or environmental-policy decision), data feasibility (plausibility of obtaining linked administrative, survey, or program data), causal-identification strength (availability of a credible quasi-experimental or experimental design), and JEL fit (how cleanly the contribution maps onto a primary classification). Since the team has already chosen to pursue both gaps rather than select between them, the comparison below is descriptive rather than a ranking.
	Criterion
	Gap 5: Green public expenditure
	Gap 6: Distributional incidence and acceptance

	Novelty
	Genuinely open: the review documents almost no distributional evaluations of procurement, auctions, or public R&D outside OECD countries (Peñasco et al., 2021)
	Genuinely open: mixed incidence evidence and disagreement over allowance schemes remain unresolved (Peñasco et al., 2021), and acceptance research has not yet tied trust and tax-morale predictors to actual incidence outcomes (Muhammad et al., 2021)

	Policy relevance
	High: instrument choice shapes who gets access to low-carbon technologies, contracts, and markets across different fiscal capacities
	High: connects tax design directly to legitimacy, fairness, and the durability of a reform

	Data feasibility
	Constrained at the cross-country level; tractable once narrowed to one jurisdiction and one program with a government or administrative partner
	Moderate: needs a household expenditure panel linked to trust and acceptance surveys, harder to secure than administrative tax data but not implausible

	Causal-identification strength
	Available once a specific program is chosen: eligibility thresholds, auction scoring rules, or geographic rollout timing can supply quasi-experimental variation
	Available: a live tax reform or a randomized information and revenue-recycling design supports difference-in-differences or experimental estimation

	JEL fit
	Clean: dual classification under H and Q, with H54 (public investment and infrastructure) as the closest sub-code
	Clean: cross-classified under both H23 (externalities, redistributive effects, and environmental taxes and subsidies) and Q58 (environmental government policy) (American Economic Association, n.d.-a)



Both gaps meet the bar for a doctoral thesis or publishable paper on their own research-design merits, and neither depends on the other. The practical difference is what has to happen before data collection can start. Gap 6 can proceed once a household survey is linked to tax records or a live reform is identified. Gap 5 needs a narrower step first, picking one country, one instrument, and one program with an administrative partner, since the cross-country evidence the review documents is too sparse to support a multi-country design on its own.
4. Decision matrix for the two gaps
4.1 Datasets, linkage, and risk
	Research gap
	Core datasets, in priority order
	Linkage requirement
	Principal access barrier
	Achievable sample coverage
	Timing and minimum horizon
	Causal-design opportunity
	Main causal-design risks
	Feasibility outlook

	Gap 6: Environmental-tax incidence and acceptance
	Household expenditure survey or scanner data; tax and price schedules; household characteristics; geocodes; repeated acceptance and trust surveys; ideally a revenue-recycling experiment
	Household or small-area linkage between consumption, tax exposure, rebates, and survey responses
	Statistical-agency access; survey consent and attrition; reconciling expenditure categories with tax bases
	Surveyed households; hard-to-survey or energy-poor groups need deliberate oversampling for representativeness
	At least one pre-reform and one post-reform wave; a longer horizon improves measurement of adjustment and durability
	Tax-rate, eligibility, rebate, or information variation supports difference-in-differences, regression discontinuity, or randomized messaging
	Anticipation effects, concurrent energy-price shocks, selective survey response, and stated support diverging from behavior
	Moderate, contingent on linking household consumption data to tax exposure and acceptance surveys

	Gap 5: Green public expenditure in under-studied regions
	Procurement or auction microdata; bid and award records; firm registry; public R&D awards; project locations; emissions, energy, employment, and price outcomes
	Awardee and project identifiers linked to firms, places, and outcome registers
	Fragmented procurement systems, nonstandard identifiers, limited environmental outcome measurement
	A single jurisdiction and program are more credible than an unharmonized cross-country panel, given the sparse evidence outside OECD countries (Peñasco et al., 2021)
	Procurement cycles plus multi-year post-award outcomes; innovation and emissions effects may lag
	Eligibility thresholds, auction scoring rules, geographic rollout, or budget shocks can supply quasi-experimental variation
	Strategic bidding, project selection effects, spillovers across places, and bundled policies
	Constrained until a specific program and administrative partner are secured



4.2 Evidence basis
Gap 6 responds to two documented problems at once: mixed distributional evidence for energy taxes and disagreement over allowance schemes (Peñasco et al., 2021), and acceptance research calling for work on trust predictors, tax morale, and economic perceptions (Muhammad et al., 2021). Gap 5 is justified by the same review's finding of limited distributional evidence for procurement, auctions, and public R&D outside OECD countries (Peñasco et al., 2021).
4.3 Research plan by gap
	Research gap
	Core research direction
	Key consideration

	Gap 6: Distributional incidence and acceptance
	Jointly estimate tax incidence, revenue-recycling effects, trust, fairness, and acceptance, drawing on the finding that support rises with understanding, trust, and perceived fairness (Muhammad et al., 2021)
	Feasible once household consumption and survey data are linked; the constraint is data-linkage effort, not the importance of the question

	Gap 5: Green public expenditure
	Narrow the scope to one country and one instrument, and exploit a rule, threshold, or rollout decided before outcomes are observed. The review reports only one distributional evaluation of government procurement, two of auctions, and one and three, respectively, of R&D funding and government procurement (Peñasco et al., 2021)
	Requires a specific program and an administrative partner before a credible quasi-experimental design is possible



5. Citation audit
Before relying on any of the claims above, I checked each one against the source it cites.
	Claim
	Audit result
	Supported wording and citation

	Energy-tax distributional evidence is mixed, and allowance-scheme evidence is disputed
	Supported
	The policy review found mixed evidence on distributional effects of energy taxes and high disagreement among the evaluations of emissions-allowance schemes it reviewed (Peñasco et al., 2021)

	Revenue use, trust, fairness, and climate concern are associated with environmental-tax acceptance; tax morale and trust mechanisms need study
	Supported
	The acceptance review reports higher support when respondents are informed about policy content and revenue use, trust government, perceive fairness, and are concerned about climate change, and it calls for study of trust predictors, tax morale, economic perceptions, and fiscal-psychology mechanisms (Muhammad et al., 2021)

	JEL classifications are available for environmental taxes and policy, public investment, and panel methods
	Supported, with scope discipline
	The AEA guide defines H23 as externalities, redistributive effects, and environmental taxes and subsidies, Q58 as environmental government policy, H54 as public investment and infrastructure, and C23 as panel and spatio-temporal models, and it directs environmental tax and subsidy externalities to both H23 and Q58 (American Economic Association, n.d.-a)



This audit found the empirical foundation for both gaps intact: neither claim required correction against Peñasco et al. (2021) or Muhammad et al. (2021). The evidence basis for Gap 5's geographic gap and Gap 6's incidence-acceptance divide holds as stated.
6. Recommendation
I recommend both gaps identified above. The team has already chosen to pursue them together rather than select one over the other, and the case for each stands independently.
Gap 6, distributional incidence and acceptance of environmental taxes, addresses a real, documented disagreement in the incidence literature and connects tax design directly to legitimacy, fairness, and revenue recycling. Its strongest form combines a household panel with randomized policy-information or rebate framing rather than standing alone as an opinion survey.
Gap 5, geographic and instrument-specific evidence for green public expenditure, carries the higher policy ambition of the two: the decarbonization-policy review documents almost no distributional evidence for procurement, auctions, or public R&D outside OECD countries, particularly in Sub-Saharan Africa and the Middle East. Its central requirement, before any empirical design is possible, is narrowing the scope to one country and one program with a government or administrative partner able to supply procurement or auction microdata.
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