
4. The level of coct-effectivenezc, which in an important determinant for the total cost.

(Depends inter alla on ccjorrlinAtecl jxnlicy npti[in chnic.e: and imptementatinn.)

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

Our main Iiygutlicùs is that c;vuntries must find these five prerequisites satisfexl to
accept cliuiatc yulicy cunuttitutcnts iiiipiyin^ c;unsiclcrable c;ust fur participatiny,

countries. Consequently the key issue is to aualycc how Qsese prerequisites can be
satisfied for the nc-..r.ssary number of countries, in particular within OECD.

THEPRaJEcr

The icvel of coordination bctwccn Anncx i ôr:Anncx Ii Partics within the context of
now commitmcnts can Yriry from a common cmissions targCt mot through national
commitments and national policy mcasures choscn by each country, to a more cost-
effective agrrernent on a unifortn carbon tax across the participating Parties. The
former type of agreement is a more likely outcome of the negotiations on the Berlin

mandate than the latter alternative.

The biirden-sharing implications of the distributiUn of c;usnuiituiants and cost, bctwc:en
participating countries can be analyzed in a static or dynamic setting. In a static seuing
the cost can be defined as the difference between the equilibrium GDP before and.after
the implementation of the climate policy. In a dynamic setting an ;option is to analyze
the transition costs of the national economy from a situation before introduction of the
crsnrdinate.rl ciimate policy to the new equilibrium situation after implementation of the
ciimate policy.

The négotiation prcxe.cc on the distribution of commitments can be.analyzecl employing
dynamic game theory with respect to global t.srget, insctitutinnal arrangementc, ciimate
policy measures. and participation. The cost is cnmmnnly expressed in terms of ln.cc of
gross domestic product in each participating :c.iiuntry, but other welfare measures and
effr.cts should be considered (e.g. change in national wealth or change in environmental
indtcators). Some examples involving OECD countries will be analjztd.

ÇU1iJiiicritig utl ►cr grtmnhouse gases than carbon dioxide raises the question of
implications or Ciupluying Global Warming Pôtentials or more sophisticated modei-
ba5ed ° methods for cvtuvnriiig ciiffererit Iong-liveri and well-mixed greenhouse gases
with respect to the radiative forcing of cliuiatc. FurtttGiziiUru, the irnplic;ation5 of
inwdac.-ing gascs whcre the climate ePft.ct depends on the gcvi;i-aviiicai lex:aùori of the
cmissions, should be considcrcd.
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