A Carbon Tax is key to economic redistribution. 
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But there is good reason to question whether carbon taxation is truly regressive after all. Relatively recent economic research has delved more deeply into higher-order economic effects of a carbon tax.59 In addition to considering the immediate budgetary effects on households, a more sophisticated economic analysis must also consider the effect of carbon taxation on demand for fossil fuels, adjustments made by consumers and producers, the effects on intermediate industries, and the effects on shareholder income caused by a decrease in demand for fossil fuels. As it turns out, a carbon tax that decreases the demand for fossil fuels also reduces the returns to capital, which would represent losses to the high-income households that own stock.60 This is especially true of investments in fossil fuel industries, such as power plants, pipelines, and refineries, which are large, expensive, and cannot be repurposed for some other use.61 Fossil fuel industries could try to pass the added cost of carbon taxation onto consumers, but consumers can find ways to avoid the tax by reducing their carbon footprint. Gasoline consumers drive less.62 Homeowners adjust their thermostats and conserve electricity.63 Fossil fuel consumers buy more efficient appliances, vehicles, and lighting.64 By contrast, fossil fuel industries and fossil fuel-intensive industries tend to be heavily invested in expensive brick-and-mortar machinery, making adjustment difficult.65 The price elasticity of supply and demand, the capacity of producers and consumers to change their behavior in response to changing prices, are central in determining whether producers or consumers will bear the added cost of a tax.66 In the case of fossil fuels, it would appear that consumers have the upper hand.
In addition, it is worth noticing, as these researchers have, that many poor households receive government benefits that are indexed to inflation, so that an increase in energy prices (atleast energy from fossil fuels) caused by a carbon tax would be largely invisible to most government transfer recipients.67 Not all government transfers are indexed. In fact, indexing is a complicated matter, as parts of some programs are indexed and some are not. Most benefits under Social Security, Medicaid and Medicare, and the Children's Health Insurance Program, which make up about for 85% of government assistance programs68 are indexed,69 and therefore protect their recipients from increased energy prices. On the other hand, unemployment insurance, public assistance, and Supplemental Nutrition Assistance Program benefits are not indexed,70 and are more likely to be more targeted at needy households, so those recipients remain vulnerable to higher energy costs caused by a carbon tax. On the whole, however, the effect of indexing of government benefits would offset, for a good number of poor households, increased energy prices brought on by a carbon tax. All this is to say that a carbon tax is likely not regressive as widely believed. It turns out that a carbon tax would impose a fair amount of economic pain on fossil fuel industries and on fossil-intensive industries, which would in turn impose a measure of economic pain on rich households that depend on investment income that, at least in part, depends upon those industries. If by "regressive" one means that the poor bear a disproportionate amount of the economic pain, it would appear to merit a more complicated discussion.
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