The Economic Implications of
Stranded Assets:
Mitigating Stranded Asset Risk and Managing Green
Transition Pathways.

Why?
A substantial reduction in human-induced climate change is required to avoid further warming of the earth’s
atmosphere. According to the least-cost scenario, if the world is to stand a chance of avoiding further
catastrophic impacts of climate change, coal demand has to fall immediately, oil demand to slow from the
mid to late 2020s, and natural gas to decline from the mid-2040s (Bradley et al., 2018). In response to this
need, several governments have made commitments toward achieving net-zero carbon emissions by 2050.
However, pursuing the ambitions of climate goals would imply that over 80 per cent of global coal reserves,
half of gas and one-third of oil become stranded/remain undeveloped.
The continued investment in fossil fuels has created a dangerous ‘carbon bubble’ which will inevitably burst
as fossil fuel reserves cannot fully be consumed if the world is to keep global average temperature to below 2
degrees (Radboud University Nijmegen, 2018). The consequence is catastrophic, with potential global wealth
losses of 1.4 trillion dollars, similar to loses during the 2017 financial crisis (Mercure, JF., Pollitt, H., Viñuales,
J.E. et al., 2018). Other estimates of the value of global stranded assets are much higher, predicting losses of
$13-$17 trillion (Hansen, 2022), or even $185 trillion (Linquiti, P., & Cogswell, N., 2016). However, the losses
as a result of fossil fuel stranding will not be evenly distributed.
While there are several global estimates on stranded assets risk, the potential losses faced by African counties
has been insufficiently studied. The continent owns 7% of global oil resources and 13% of global gas resources,
while over 40% of new gas discoveries have been made on the continent (UNU-INRA, 2021). However, the
continent is largely energy poor, and paradoxically, 78% of crude oil production is exported while 47% of
secondary oil products are imported (ibid.). But what do African countries stand to lose? Between 2010 and
2018, Africa’s net income from oil and gas was $184 billion (UNU-INRA, 2019). In many oil-producing African
countries, oil revenues contribute over 40% of export earnings. In Equatorial Guinea, oil revenue contributes
50% to GDP and 80% to government revenue (UNU-INRA, 2021).

What?
Goal
UNU-INRA will provide a critical and analytical examination of the economic implications
of asset stranding to African economies to understand the value of risk and opportunity for
governments to better plan for green transitions.

Specific Objectives
To carry out economic analysis and projections that will enable governments to assess and manage stranded
asset risk and mitigate future losses, while supporting green transition planning.
1.
2.
3.
4.
5.
6.
7.
8.

Quantify carbon market risk and stranded assets losses.
Develop a stranded assets risk matrix.
Quantify the prevalence and potential economic gains from green energy and minerals.
Compare transition pathways.
Make diversification paths more obvious.
Inform early planning for post-carbon economies.
Identify areas where efforts need to be focused on reducing the impact of the transition.
Look at how the AfCFTA can be leveraged to enable green transitions.

How?
Approach
The research will apply a mixed methods approach to collect quantitative and qualitative data on the risk of
fossil fuel stranding and the opportunities from green minerals.
As part of the research approach, UNU-INRA will work in partnership with relevant African institutions having
rich experience in the field of study. These institutions are (i)The United Nations Economic Commission for
Africa (ECA), (ii)United Nations University - World Institute for Development Economics Research (UNUWIDER), (iii)Brookings Institution, African Development Bank (AfDB), (iv)the African Group of Negotiators
(AGN) and (v) the African Union Commission (AUC). Leveraging on their knowledge of the subject area, the
research consortium will enhance understanding on the contextual realities associated with asset stranding
in Africa, highlighting the economic implications and providing avenue to make informed policy decisions.
Specifically, the consortium will provide guidelines on the economic preparations needed towards a low
carbon transition in the target countries (DRC, Ghana, Nigeria, Egypt, Tanzania, Uganda and South Africa).

Expected outcomes
1. Enable governments and donors to track resources at risk of being stranded and mange and mitigate
losses.
2. Allow governments to plan transition pathways at an appropriate scale and speed to minimize socioeconomic losses and maximize gains.
3. Allow for the tracking of energy investments.
4. Enable informed choice of diversification pathways to take.
5. Ability to assess the requirements for a just energy transition.
6. Accelerate investment decisions in renewables.
7. Reduced risks and vulnerabilities from the transition.
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