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The cross-border risks of a global economy in mid-transition – Espagne et al. (2023)

Mid-transition entails specific socio-technical constraints

(Grubert and Hastings-Simon 2022)

▪ Zero-carbon systems and fossil fuel systems coexist...... and impose 
constraints on each other

▪ Neither can provide all energy services on its own

▪ The overall system is not optimised for the socio-technical 
characteristics of either infrastructure.

Mid-transition will be unstable Mercure et al. (2021)

▪ Energy production: typically either S>D or D>S

► Financial Times: "Fears of a spike in energy prices 
spread through the sector (March 2023) 

► vs. US oil price below zero for the first time in history 
(April 2020)

▪ Coordination problem for senescent industries (Espagne 
and Magacho, 2022)

▪ The prospect of stranded assets could affect countries' 
positions on climate action, energy security and 
geopolitics

What type of coordination mechanisms ensure a smooth 
mid-transition period?

https://www.imf.org/en/Publications/WP/Issues/2023/09/08/Cross-Border-Risks-of-a-Global-Economy-in-Mid-Transition-538950
https://wires.onlinelibrary.wiley.com/doi/abs/10.1002/wcc.768
https://www.sciencedirect.com/science/article/pii/S0959378021001382
https://www.cairn.info/revue-de-l-ofce-2022-1-page-175.htm
https://www.cairn.info/revue-de-l-ofce-2022-1-page-175.htm


The energy transition as a self-reinforcing 
process, where deployment reduces costs, 
making deployment easier.

• Way et al. (2022)

• Mercure et al. (2021)

• Nijsse et al. (2023)

A dynamics on a razor's edge between self-reinforcement and negative feedback 
loops

The energy transition, creating potential 
bottlenecks in the supply chain and 
constraints on critical minerals

• Boer et al. (2021)

• Miller et al. (2023)

• Lapeyronie et Espagne (2023)

Interventions in the green financial 
sector make it possible to increase 
green investment while having 
unforeseen effects on macroeconomic 
and financial stability.

• Monasterolo et al. (2022)

• Donnelly et al. (2023)

The increase in financing costs for EMDEs, 
amplified by monetary tightening in the 
AEs in response to inflation, could slow 
investment in renewable energies and 
favour fossil fuels.

• Prasad et al. (2022)

• Ameli et al. et al. (2021)

• Osborn (2022)

https://www.sciencedirect.com/science/article/pii/S254243512200410X
https://www.sciencedirect.com/science/article/pii/S0959378021001382
https://www.exeter.ac.uk/media/universityofexeter/globalsystemsinstitute/documents/GSI_working_papers_solar_August.pdf
https://www.elibrary.imf.org/view/journals/001/2021/243/article-A001-en.xml
https://eprints.lse.ac.uk/118095/1/working_paper_417.pdf
https://www.afd.fr/sites/afd/files/2023-01-02-53-09/Minerais-transition-energetique-ODD.pdf
https://openknowledge.worldbank.org/server/api/core/bitstreams/50b4b0d8-a194-597d-9a82-10fdd6d0c188/content
https://www.sciencedirect.com/science/article/pii/S0921800923000186
https://www.imf.org/en/Publications/staff-climate-notes/Issues/2022/07/26/Mobilizing-Private-Climate-Financing-in-Emerging-Market-and-Developing-Economies-520585
https://www.nature.com/articles/s41467-021-24305-3
https://foreignpolicy.com/2022/04/19/ecuador-lasso-oil-climate-imf-world-bank-debt-austerity/


External, fiscal and social exposure can amplify the mid-transition instability 
particularly in EMDEs context – Magacho et al. (2023)

https://www.sciencedirect.com/science/article/pii/S0305750X23000499
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