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L INTRODUCTION

The atmosphere is a global commons.! Unabated use of the commons as
a dumping ground for greenhouse gases (“GHGs”) could eventually produce
significant, perhaps unacceptable environmental changes.? Yet actions to
limit emissions significantly are likely to entail large costs.® In the absence
of a common regime for limiting use of the atmospheric commons, no nation
will have an adequate incentive to limit its own use because it will have no
assurance that others will do likewise. Its solitary control efforts would do
relatively little to avert warming, and its citizens and industries would incur
a potentially serious economic disadvantage.

Some nations are already taking measures or setting policies to limit
GHGs.* There is also discussion of a regional initiative within the European
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1. Itis a true “global commons” in the economic sense; the term is not used in the technical
meaning of international law. T.C. Schelling, Economic Responses to Global Warming: Pros-
pects for Cooperative Approaches, in 3Global Warming: Economic Policy 198 (Rudiger
Dombusch & James M. Poterba eds., 1991).

2. This paper addresses the optimal design of policy to respond to climate change in the
event such action is warranted based on its costs and benefits. It does not attempt to resolve the
question of what level of emissions limitation, if any, is justified. Hence the illustrative point
that unlimited emissions could entail damages worth preventing. On the possible impacts of
greenhouse gas emissions on climate, see generally Intergovernmental Panel on Climate Change,
WMO/U.N. Environmental Program, Climate Change: The IPCC Scientific Assessment (John T.
Houghton, G.JJenkins & J.J.Ephraums eds., 1990) [hereinafter “IPCC Scientific Assessment’].

3. See, e.g., U.S. Interagency Task Force, The Economics of Long-Term Global Climate
Change (CEA/DOE: Sept. 1990); William Nordhaus, How Much Should we Invest in Preserving
Our Current Climate? (Sept. 1990) (unpublished manuscript, on file with Yale University). But
see Comm. on Sci., Eng’g, and Pub. Pol’y, Nat'l Academy of Sci., Policy Implications of
Greenhouse Warming—Synthesis Panel 47-63 (1991) (some options could be at low cost or
small net savings).

4. Swedish Ministry of the Environment, The Carbon Dioxide Tax and Energy Taxes—The
Swedish Experience (1991); German Fed. Ministry for the Env’t, Comparative Analysis of the
CO2 Reduction Potentials and Proposed Actions Specified in the Reports Presented by the
Enquete Commission on Preventive Measures to Protect the Earth’s Atmosphere and in the
Decisions Adopted by the German Federal Government (1992); America’s Climate Change
Strategy: An Action Agenda (1991); U.S. Statement on Commitments, Intergovernmental
Negotiating Comm. on a Framework Convention on Climate Change, 5th Sess., N.Y. (1992).
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