Economic climate policy research
• Global carbon markets

• Policy interactions

• Distributional effects

• The role of industry

Mistra Indigo turns to
The program focuses on four areas of research:

both policy
and industry
Since the COP meeting in Copenhagen 2009 the international
negotiations under the UN convention of climate change are
moving far too slow to reach the 2° degree target. Instead,
global climate initiatives are turning out to be the sum of actions
on a national and subnational level - climate policies set up in
individual countries and regions, and initiatives taken by the industry. This is what the Mistra Indigo program aims to support
through timely and relevant scientific inputs.

A) The globalization of carbon markets
How can we create a robust price signal on carbon, which may
eventually be spread to the entire global economy? This subprogram focuses on the mechanisms and incentives for a sufficiently strong price signal to promote long-term investments in low
carbon technologies. Within the framework of this project we
are studying the possible distortions between instruments and
markets as a result of an overly generous allocation of allowances.
We also examine how to avoid such distortions, which is a prerequisite for linking and integration of carbon markets.
B) Distributional effects of climate policy instruments
In this area, we analyze in particular the distributional aspects that
are built into all climate policy instruments. Aspects to be studied
include how households are affected in relation to income, in
different sectors, and in a global perspective, the impact on
countries and regions.

The results of our research will make recommendations and
assessments useful to decision makers in both the policy making
arena and within the business sector. Therefore, an active dialogue
with these groups are central to the program.

C) The interaction between climate policy instruments, new
technologies and market failures
Raising the carbon price to the level that would be required to
create a powerful enough incentive for conversion to a fossilfree, or at least less fossil intensive, energy has in most cases
proved politically very difficult. Many countries have therefore
chosen to combine multiple climate policy instruments such as
green certificates, carbon taxes, emissions trading and various
technology support to drive a greener development. The purpose
of this research is to analyze the effects of combinations of
instruments, including technology support, and making recommendations regarding which instruments work better together
and which ones actually work against each other.

Mistra Indigo is coordinated by IVL Swedish Environmental Research
Institute, in collaboration with the Department of Economics at
the University of Gothenburg and the leading U.S. research center
Resources for the Future, RFF, in Washington DC. The program is
funded by the Mistra Foundation for Strategic Environmental Research, and led by a program board with representatives from both
the private, public and academic circles. The program has a total
budget of 25 million SEK and will run from 2012 to 2014.

D) The role of industry
The significance of the industry’s role in climate action has long
been overshadowed by political decisions at the global level. In
this program, we are studying how international companies
responding to domestic legislation in the area of climate
change and how it affects investment in new technology and the
location of production facilities. We also study the importance of
private-public partnerships for long term investments.

Our goal with Mistra Indigo is to develop tools and instruments
that are not dependent on global binding agreements. Focus is
set on how climate policy instruments should best be designed to
promote and reinforce the efforts that are effective and politically
feasible nationally, while they do not rule out a future possible coordination of climate policy between countries.
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