
Too hot to handle? 

The emission surplus in the Copenhagen negotiations

Stephan Slingerland, Michel den Elzen, Mark Roelfsema



2

Stephan Slingerland

Key Message

� Because of the sheer size of the emission 
surpluses, the ‘hot air problem’ urgently needs to 
be solved in the negotiations

� Key to a solution is finding the right balance 
between effective emission reductions and financial 
revenues for surplus-holding countries, above all 
Russia.
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Content
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What is the problem?

� ‘Hot air’ /emission surpluses/ 
Assigned Amount Units (AAUs): 
due to dissolution of Warshaw 
Pact in the 1990s

� Economies in transition: 
Russia/the Ukraine/ Belarus and 
new EU Member States

� Old and new ‘hot air’
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The size of the problem: Surpluses in the Kyoto 
(2008-2012) and Copenhagen period (2013-2020)

Russia is key to the solution of the surplus problem
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2020 
Change in emission 
relative to 1990 levels 

carbon 
price Total net revenues 

 
Russia & 
Ukraine 

Annex I 
incl. 

Russia & 
Ukraine Global 

Annex I 
excl. 

Russia & 
Ukraine 

Russia & 
Ukraine non-Annex I

Scenario %  USD/tCO2 Billion US dollars 

Current high 
pledges –24 –19    

Banking Kyoto hot air  � 13 5 � 14 11 � 6 
Cancellation all hot air  � 21 24 � 51 12 9 
Option I: Annex I 
stricter targets  –53 –25 25 � 69 25 11 

Option II: Strategic 
reserve for Russia  –41 –22 24 � 51 12 9 

Option III: 

Institutionalising 
optimal banking  

–24 –19 15 � 36 19 0 

 

Two extreme cases: full banking/trading or full 
cancellation

Extremes lead to 13-21% reduction and carbon 
price of 5-24 USD, but almost equal revenues 
to surplus holders
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Optimal banking

Optimal revenues for Russia arise with limited 
release of surpluses. Food for compromise?
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Relevance for the negotiations

� Full cancellation against Russia’s will: a strategic 
but undesired outcome?
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Relevance for the negotiations

� Full cancellation against Russia’s will: a strategic 
but undesired outcome?

� Range of negotiating options exist:
� ‘Horse trading’ outside climate context
� Exchange between topics within climate context
� A solution within the topic of hot air itself

� Three investigated options for compromise:
� Deeper targets for all Annex I
� Deeper target for Russia + ‘Strategic Reserve’
� Institutionalising optimal banking



Option I: Annex I stricter targets

2020 
Change in emission 
relative to 1990 levels 

carbon 
price Total net revenues 

 
Russia & 
Ukraine 

Annex I incl. 
Russia & 
Ukraine Global 

Annex I excl. 
Russia & 
Ukraine 

Russia & 
Ukraine non-Annex I 

Scenario %  USD/tCO2 Billion US dollars 

Current high pledges –24 –19     
Option I: Annex I stricter 
targets  –53 –25 25 -69 25 11 

Option II: Strategic 
reserve for Russia  –41 –22 24 -51 12 9 

Option III: 

Institutionalising optimal 
banking  –24 –19 15 -36 19 0 

 

High emission reduction, low political feasibility?



Option II: Strategic reserve for Russia
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Option III: Institutionalising optimal banking
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Lowest emission reduction, highest political feasibility?
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Conclusions

� The ‘hot air problem’ needs to be solved in the 
negotiations

� There are many options for compromise available, 
within and outside the ‘hot air’ context

� For a solution within the hot air context, the right 
balance between emission reductions and 
revenues for surplus holders is crucial
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Two extreme cases: Full cancellation and full 
banking/trading



Investigated options for compromise
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New hot air: amount determined by starting 
point, 2008 economic crisis and pledges

Depending on the assumptions made, the total in hot 
air might exceed the total Annex I emission reductions


