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We analyzed Glean Development Mechanism in Kyoto Protocol as a project-based mechanism from the
game theoretical point of view.

Following our earlier result on the effect of interaction among firms on the firm engaging in a
CDM project, we attempted to put these relations into a dynamical setting. Especially, we took a
case, which we called CDM domino, where an adoption of a CDM project by one firm induces other firms
to follow the suits, as a symbolic case, and investigate the possibility for such phenomenon to
take place. One such possibility is given by a straightforward assumption of a myopic behavior.
However, more interesting case would the one where there is incomplete information on the
profitability of a CDM project and a success of the project by one firm signals the high possibility
of success to the fol lower firms. This also suggests that there isarole for public sector to initiate
the move so that private firms’ participation is facilitated. We pointed out at the same time that
there would be a possibility that an adoption of a CDM project may well lower the incentive for
other firms to adopt the project under different circumstances.

Other than this, there are problems in CDM | ike the issues including basel ine methodologies discussed
in the CDM EB as well as issues |ike extension of the categories eligible for CDM handled by the
COP of UNFCCC, which involve design features of mechanisms. Along with other mechanisms under Kyoto
Protocol, we attempted to survey the game theoretical analysis on the Kyoto mechanisms and post
Kyoto (or post 2012) issues. One point to be stressed is the fact that the benefits flowing into
developing countries through CDM determines their current benefits and future benefits, and under
some occasions, these could turn into a barrier to the international negotiation. The recent study
of international climate agreement proliferates in the dynamic extension of the analysis, and we
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