4. The level of cost-effectiveness, which is an imponiant determinant for the total cost.
(IDepends inter alia on conrdinated policy option choice and implementation.)

5. The level of uncertainty with respect to lotal cost, cost share. and future national
climate change consequences. (Countries will be less willing to participate if they e.g.
anticipare a relatvely large probability of substanually higher costs to meet the future
target.)

Our nuin hypothesis is that countries must find these five prerequisites satsfied (o
accept climate pulicy conumitments implying considerable cust for participating
countries. Consequently the key issuc is - analyze how Lhese prerequisites can be
satisfied for the necessary number of countries, in particular within OECD.

TIE PROJECT

The level of coordination between Anncx I or:Anncx 1T Partics within the context of
new commitments cun vary from a common cmissions target mct through national
commitments und national policy measurcs choscn by cach country, to a more cost-
cffective agrrement on a uniform carbon tax across the participating Parties. The
former type of agreement is & more likely outcome of the negotiations on the Berlin
mandate than the latter alternative.

The burden-sha.rmg implications of the distribulion of cunumitinents and costs between
participating countries can be analyzed in & static or dynamic setting. In a static setting
the cost can be defined as the difference berween the equilibrium GDP before and after
the implementation of the climate policy. In 2 dynamic setting an :option is to analyze
the transition costs of the national economy from a situation before introduction of the
coordinated climate policy to the new equilibrium situation after implementalion of the
climate policy.

The negotiation process an the disrrihution of commitments can be analyzed employing
dynamic game theory with respect to glohal target, institational arrangements, climate
policy measures, and participation. ‘The cost is commonly expressed in terms of toss of
gross domestic product in each participating country, but other welifare measures and
‘effects should be considered (e.g. change in national wealth or chaﬁgc in environmental
indjcawrs). Some examples Involving OECD countries will be analyzed.

Cuxmdcrmg viier greenhouw pases than carbon dioxide raisgs the quasuon of
Amplications of cuploying Global Warming Potentals or more sophisticated model-
based’ methods fur comparing different long-lived and well-mixed greenhouse gascs
with respect to the radiative forcing of climwic, Furthenuore, the implications of
introducing gases where the climate effect dcpcuds on e gwgauluud location of the
cmxss:ons, should be considered.

Time ?chcdu!c

Project start 1 August 1995
Draft final report 1 April 1996

Final report 1 June 1996
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