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Electric vehicles offer the promise of reduced environmental externalities relative to their
gasoline counterparts. We combine a theoretical discrete-choice model of new vehicle
purchases, an econometric analysis of the marginal emissions from electricity, and the AP2 air
pollution model to estimate the environmental benefit of electric vehicles. First, we find
considerable variation in the environmental benefit, implying a range of second-best electric
vehicle purchase subsidies from $3025 in California to -$4773 in North Dakota, with a mean
of -$742. Second, over ninety percent of local environmental externalities from driving an
electric vehicle in one state are exported to others, implying that electric vehicles may be
subsidized locally, even though they may lead to negative environmental benefits overall.
Third, geographically differentiated subsidies can reduce deadweight loss, but only modestly.
Fourth, the current federal purchase subsidy of $7500 has greater deadweight loss than a no-
subsidy policy.
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THE PV COMES FIRSI,
THEN THE EV
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