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PREFACE

This volume examines the shifting dynamics of the international
political economy through the prism of crisis, law, and power. It brings
together critical perspectives on how global financial instability, legal
regimes, and geopolitical tensions intersect and evolve.

The first chapter explores the legal challenges that arise from
financial crises and their entanglement with geopolitical conflict. It
highlights the limitations and possibilities of international legal
frameworks in managing systemic risk.

The second chapter investigates how economic crises shape
development trajectories in the Global South, emphasizing the role of
international institutions, global power structures, and domestic policy
choices. The third chapter analyzes the geopolitics of the energy
transition, assessing Africa’s strategic significance as resource crises and
critical mineral demands reconfigure global energy architectures. These
contributions foreground the structural asymmetries embedded in global
capitalism.

The final chapter reflects on the enduring interplay between power,
markets, and crisis. Together, the chapters offer a timely and
interdisciplinary engagement with the legal and political-economic
forces shaping the contemporary global order.

December 3, 2025
Tiirkiye
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ENERGY, FINANCE AND GEOPOLITICS IN THE GLOBAL ECONOMY

INTRODUCTION

The international political economy (IPE) has undergone profound
disruptions over the past two decades, marked by successive crises that have
exposed vulnerabilities in global markets and governance systems. examines
the intricate relationships between financial crises, geopolitical tensions, and
the legal frameworks that govern international economic interactions. It
highlights how significant geopolitical events, such as the Iraq War, Brexit, and
the Sino-U.S. trade tensions have increasingly influenced global financial
markets, leading to heightened volatility and investor anxiety. This interplay
raises critical concerns about the stability of financial systems, especially for
emerging economies disproportionately affected by such shocks, emphasizing
the need for comprehensive strategies to mitigate risks and enhance resilience
in the face of geopolitical uncertainties. From the 2008 financial meltdown to
the COVID-19 pandemic and the ongoing Russia—Ukraine war, the
convergence of financial instability and geopolitical conflict has redefined the
global order. These crises reveal the complex interplay between economics,
politics, and law, the complexity of financial downturns intertwined with
broader geopolitical dynamics, necessitating an examination of legal
frameworks that govern the global economy. The central aim of this paper is to
explore the legal challenges emerging at the intersection of financial crises and
geopolitical conflicts, and to assess their implications for global governance,
markets, and societies. The article also explores how legal challenges, such as
the allocation of taxing rights among nations and the constraints posed by
international treaties, complicate the landscape of international political
economy and often exacerbate the financial crises and geopolitical conflicts,
and assess their implications for global governance, markets, and societies
inequalities between developed and developing nations.
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Figure 1: IMF, World Bank reports

Notably, the article delves into contemporary issues, such as the legal
implications of trade wars and environmental regulations, underscoring how
legal frameworks are being reshaped in response to geopolitical conflicts. The
ongoing Russia-Ukrainian conflict and its repercussions on global economic
stability further exemplify the urgent need for adaptable legal mechanisms that
address jurisdictional challenges and accountability amid escalating
tensions. These discussions underscore the dual nature of law as both a
stabilizing force and a potential instrument for perpetuating existing power
imbalances within the international system. Overall, the exploration of legal
challenges within the international political economy reveals the multifaceted
impacts of geopolitical and financial interactions, stressing the importance of
understanding these dynamics to navigate an increasingly complex global
landscape. By highlighting the critical intersections of law, economics, and
politics, the article calls for a nuanced approach to developing legal frameworks
that promote equity and stability in the face of emerging global challenges.

1. GEOPOLITICAL CRISES & FINANCIAL MARKET:

HISTORICAL CONTEXT

The historical intersection of geopolitical crises and financial markets is
a defining feature of the global economic landscape, marked by volatility,
systemic risk, and complex feedback loops that have shaped the trajectory of
both developed and emerging economies.
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As the world has grown more interconnected, the impact of international
conflicts, trade disputes, and policy shifts on stock market stability and investor
confidence has intensified, demonstrating that financial markets do not operate
in isolation but are embedded in a web of political and economic developments.

Geopolitical Crises and Financial Markets

Geopolitical crises, such as, the I[raq War, Syrian conflict, Brexit, Russia-
Ukraine War, Sino-U.S. trade tensions, and other flashpoints have consistently
destabilized global financial markets. Historically, major wars, diplomatic
standoffs, and sudden feuds have triggered immediate reactions: sharp sell-offs,
capital outflows, “flight-to-safety” moves into bonds and gold, commodity
price swings, and sustained market uncertainty. The Russia-Ukraine conflict in
2022 exemplified this pattern on a global scale, were equity markets tumbled,
oil prices spiked, and emerging market currencies weakened as foreign
investors withdrew capital. Another example is the U.S.-China trade war, which
led to prolonged volatility in export-driven sectors like technology and
manufacturing, with both supply chains and investor sentiment suffering. These
episodes illustrate “risk contagion,” where shocks in one region transmit
rapidly across borders, often amplifying volatility in emerging markets, given
their heightened sensitivity to capital flows, institutional fragility, and limited
risk buffers. Investor response is frequently characterized by “herding” i.e., a
phenomenon during extreme geopolitical events when market participants
rapidly reallocate assets in search of safety. This results in not only price
volatility but heightened correlation between asset classes globally. Case
studies from World War I (markets closed for months), Pearl Harbor, and
September 11, 2001 attacks show that initial market reactions to geopolitical
crises are often negative, with months or years needed for full recovery.

Table 1: GDP Contractions Across Regions

Year Global GDP Growth (%)
2008 1.8
2009 -1.3
2020 -3.1
2021 5.9
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Financial Crises and Their Implications

The Great Depression of the 1930s and the 2008 global financial crisis
are two pivotal crises that highlight the deep link between geopolitical tensions,
financial sector vulnerabilities, and broader economic contractions. The Great
Depression, driven by bank collapses, policy missteps, and global trade
breakdowns, unfolded in an era before financial globalization. In contrast, the
2008 crisis was synchronized and severe, with interconnected financial systems
suffering rapid credit contraction and asset price collapse. During 2008, gross
capital flows fell by 90 percent, illustrating the fragility of an integrated global
system. Both crises exemplify how deteriorating financial sector balance
sheets, rising interest rates, and extreme uncertainty can propagate market
losses and real-economy downturns across borders. Financial crises are not
only triggered by market disruptions but also by underlying political and
economic stressors. During these events, traditional mechanisms of resource
allocation break down; banks curtail lending, businesses halt investment, and
consumer demand contracts, often resulting in deep and prolonged recessions.
The cascading effects are more pronounced in emerging markets due to their
reliance on volatile capital flows, less diversified economies, and greater
exposure to external shocks.

Figure 2: Global FDI Flows (UNCTAD Data, 2018-2021
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Figure 2: Global FDI Flows (2018-2021) UNCTAD data
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Interplay of Economic Policy and Geopolitical Risks

Economic policy responses, intended to address domestic stability,
frequently impact the global stage, introducing uncertainty that can amplify
geopolitical friction. Protectionist trade measures, sanctions, currency
interventions, or stimulus packages may be designed to shore up local
economies but can inadvertently provoke retaliatory actions and destabilize
international relations. For example, the imposition of tariffs can disrupt global
supply chains, while sanctions on countries such as Russia or Iran have led to
price shocks and market exodus in affected sectors. These policy shifts, once
transmitted into global markets, heighten volatility and investor anxiety. During
periods of acute geopolitical tension, policymakers face difficult trade-offs
between economic stability and national interest. Investors in turn engage in
herding, reallocating capital from risk-prone assets to safe havens accelerating
currency depreciation in emerging markets and magnifying interest rate
volatility. The reciprocal nature of this relationship, whereby economic policies
and geopolitical risks feed into market dynamics means that no single domain
acts independently. Notably, after major geopolitical shocks, sovereign risk
premiums rise, particularly for emerging economies, making government
borrowing more expensive and prompting further fiscal pressure.

Systemic Risk and Investor Confidence

Historical events underscore how geopolitical crises can undermine
investor confidence and trigger systemic risks. Loss of confidence in the safety
and predictability of financial systems leads investors and sometimes
governments to withdraw or redirect massive amounts of capital, destabilizing
markets, depreciating currencies, and constraining liquidity. The effects
cascade across sectors, impacting consumption, investment, and ultimately,
economic growth. This intricate linkage has prompted calls for comprehensive
risk mitigation strategies among policymakers, financial institutions, and global
investors. Tools such as robust regulatory frameworks, crisis management
procedures, international coordination, and advanced market analysis have
become essential in navigating the uncertainty posed by geopolitical and
financial shocks.
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For emerging markets, strengthening institutional resilience, liquidity
buffers, and governance has proven particularly critical in mitigating the
outsized risks they face.

So, the historical context of global financial markets is indelibly tied to
geopolitical crises and financial downturns, shaping periods of turbulence and
transition. The complex interplay between policy actions, investor behavior,
and international conflicts demands a sophisticated understanding of risk
contagion and systemic fragility. As the frequency and impact of such events
grow, the need for rigorous, forward-looking strategies to preserve financial
stability and protect the broader economy has never been greater.

2. LEGAL FRAMEWORK IN INTERNATIONAL

POLITICAL ECONOMY

The legal framework of the international political economy (IPE) is a
complex tapestry, woven from the shifting threads of law, politics, and
economic interests that have characterized global relations for more than a
century. Once largely the domain of agreements between sovereign states,
international law evolved into a deeply interconnected regime, one that not only
regulates cross-border commerce and investment but also influences political
priorities, power relations, and the development trajectories of nations. Its
evolution, challenges, and consequences remain central to understanding
globalization’s effects and the dynamic relationship between law, politics, and
economics.

2.1 Evolution of International Law in IPE

In the early 20th century, international law was conceptualized mainly as
a set of consensual rules between sovereign powers, with treaties and
conventions as the principal instruments of regulation. The Westphalian system
prioritized non-interference, and states retained substantial autonomy in
economic matters. This began to change with the economic disruption and
realignment following World War I and the creation of global institutions such
as the League of Nations, and later the United Nations, the International
Monetary Fund (IMF), and the World Bank after World War I1.
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The collapse of the Bretton Woods system, the 1973 oil crisis, and
increased globalization in the late 20th century marked turning points when
economic phenomena became inseparable from international diplomacy and
legal regulation. By the end of the 20th century, law had become embedded in
virtually every aspect of global interaction. The proliferation of international
treaties, the expansion of the World Trade Organization (WTO) and its dispute
settlement system, and the rise of specialized regimes (e.g., investment
protection, environmental law, intellectual property rights) transformed
international law into the language and mechanism of global problem-solving.
This expansion blurred the boundaries between “economic” and “political” law,
with reforms, crises, and disputes increasingly settled within legal rather than
purely diplomatic forums. Legal arrangements thus began to structure, not just
codify, political and economic relations, but also showcasing a reflection of
law’s growing intellectual and practical sophistication.

2.2 Interaction Between Politics and Economics in IPE Law

The structure of the international political economy is neither purely
economic nor solely political. Instead, it is characterized by entanglement and
mutual dependence. Laws serve as the architecture that enables and regulates
flows of goods, capital, and services, but they also manifest political priorities
and distribute power, often accentuating or mitigating global inequalities.
Public and private actors operate at multiple scales. Governments negotiate
treaties that create transnational public-private partnerships, affect private
investment, and establish the rules of engagement for multinational
corporations that dominate global value chains. States demarcate and regulate
special areas, such as free trade zones, export-processing zones, and even
extraterritorial detention centers, by using law to facilitate economic activity,
enhance competitiveness, or serve security needs. Thus, law often determines
how, where, and by whom economic activity is conducted, as well as the rights
and obligations that attach to actors in these domains.

More recently, this entanglement is visible in the collaborative and
sometimes even contentious relationship between international organizations,
such as the IMF, World Bank, WTO, and national governments.
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These organizations have been instrumental in disseminating legal and
policy standards, influencing everything from monetary policy to labor and
environmental regulations. Their influence, however, is not always neutral or
evenly distributed; power imbalances between North and South or developed
and developing economies persist, shaping the content and consequences of
international legal norms and regulatory tools.

2.3 The Challenge of Global Taxation and Developing Country

Rights

A pressing issue in contemporary IPE law is the allocation of taxing
rights among countries, especially regarding the activities of multinational
corporations that operate business models unconstrained by national borders.
The so-called “race to the bottom” in corporate taxation, and the resulting
erosion of tax bases in developing countries, has become a prime concern.
Initiatives such as the OECD’s Base Erosion and Profit Shifting (BEPS) project
and the U.N. Model Double Taxation Convention’s Article 12B aim to address
the aggressive tax planning strategies of large multinationals, which often shift
profits to low-tax jurisdictions through legal yet contentious practices. While
such reforms are intended to ensure fairer tax allocation and greater revenue for
countries where economic activity actually occurs, evidence shows that existing
tax treaties frequently undermine the taxing strength of developing nations,
sometimes without increasing inbound foreign investment as intended. This has
resulted in calls for more equitable legal frameworks that empower the Global
South and correct imbalances entrenched in earlier treaties or conventions.

International Treaties, Policy Space, and Inequality

Another dimension of the IPE legal framework is the nature and function
of international treaties, especially as they pertain to the “policy space”
available to governments. Free and preferential trade agreements have
proliferated, including chapters on investment protection, intellectual property
rights, and financial liberalization.
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While these treaties can help promote economic integration and
development, they often impose significant constraints on the ability of states
to regulate their economies in response to crises or to promote national policy
objectives, like financial stability, public health, or labor rights. Various
research confirms that such agreements exhibit limited flexibility, particularly
where they bind countries of different income levels. This inflexibility
exacerbates the so-called “policy trap” for developing countries, which may be
unable to impose capital controls, stimulus measures, or national development
policies without risking treaty violations or investor-state dispute claims. The
“fragmentation” and “serial bilateralism” driven by powerful states i.e.,
negotiating numerous similar bilateral investment treaties (BITs), further erode
the ability of less powerful countries to band together or reform the system. In
effect, legal rules designed around liberal capital flows and investor protections
may benefit some but often lock in inequalities and restrict the sovereignty of
states seeking alternative development paths. A recurring theme in critiques of
IPE law is “fragmentation”: the proliferation of legal regimes, each with their
own jurisdiction, standards, and enforcement mechanisms. This has often been
engineered or favored by powerful actors seeking to maintain dominance or
resist global democratization. Fragmentation increases transaction costs,
complicates coordination among weaker states, and shields powerful states and
corporations from more systematic, reformist challenges. For example, the
large number of bilateral investment treaties creates overlapping and sometimes
conflicting jurisprudence, yet this “archipelago” of narrow agreements often
reflects and reinforces the interests of capital-exporting countries. Conversely,
efforts to counteract fragmentation through multilateralism, harmonization, or
the creation of “mega-regional” agreements can help smaller states pool
bargaining power or secure fairer treatment, but such endeavors are often

stymied by strategic resistance or inertia.

The Enduring Importance of the Legal Framework in IPE

The legal framework of international political economy is
simultaneously the product and the shape of global power relations. Its
evolution from state consent-based rules to a dense web of transnational laws,

treaties, and institutions underscores the increasing complexity and significance

10
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of law in mediating the interplay between economy and politics. The
ongoing challenges such as fragmentation, inequality, the erosion of policy
space, and the difficulties of global taxation, demonstrate that the legal
foundation of the international economy remains a field of contestation and
change. As globalization continues to encounter new obstacles, the task remains
to construct legal regimes that are equitable, flexible, and responsive to the
needs of a diverse and rapidly evolving world order.

3. CASE STUDIES OF LEGAL CHALLENGES

Legal Dynamics in Global Financial Crises

Historically, a global financial crisis acts as a magnifying glass on the
interaction between the law and economic stability, revealing and sometimes
exacerbating deep-rooted systemic weaknesses. The 2008 Global Financial
Crisis (GFC), in particular, transformed legal practice both, in substance and
method. Where financial systems previously enjoyed the illusion of robust, self-
correcting resilience, the crisis demonstrated how legal uncertainty, loopholes,
and regulatory gaps could trigger market panic and systemic failures. This, in
turn, forced lawyers, judges, policymakers, and regulators to rethink their roles
and collaborate across disciplines on an unprecedented scale.

Cross-Disciplinary Practices & legal adaptations: The Global Financial
Crises saw legal teams drawn from banking, insolvency, contract, securities,
antitrust, and regulatory backgrounds, working together to address urgent
needs. Whether managing bank bailouts, designing new regulations, or
litigating bankruptcies, legal professionals confronted questions that cut across
customary boundaries. The case of the Eurozone bailouts as examined in “Legal
Challenges in the Global Financial Crisis, Bail-outs, the Euro and Regulation”
demonstrates both legal creativity and limitations. The need for swift liquidity,
cross-border cooperation, and reconstruction of broken financial systems
demanded new instruments such as, European Stability Mechanism, reformed
bankruptcy protections, and rapid legal innovation to preserve market trust and
systemic stability.

11
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Austrian Bank Resolution Case: A specific example is the resolution of
Hypo Alpe-Adria-Bank (HETA) in Austria. Facing insolvency, Austrian
authorities, inspired by the evolving EU Bank Recovery and Resolution
Directive (BRRD), enacted laws enabling a “bail-in” for creditors rather than
state-funded bailouts. The Constitutional Court ultimately struck down part of
the regime as violating property rights by discriminating between creditors. The
Court ruled that while restructuring might be in the public interest, arbitrary
differentiation and retroactive rules can contravene both domestic and EU law.
This case, like others across Europe, illuminates the nuanced balance:
protecting broader economic stability while still enforcing due process, rule of
law, and property rights.

New Regulatory frameworks: After 2008, sweeping reforms were
enacted, such as, the Dodd-Frank Act (US), the BRRD (EU), and Basel III
regulations for Banks. All these legal responses aimed at protecting consumers,
improving oversight, and ensure that both financial institutions and their
regulators could act quickly, proportionately, and lawfully in moments of
stress.

Trade Financing and Legal Implications
Trade Finance as the Lifeblood of Global Commerce: Trade finance
underpins up to 90% of world trade; it includes instruments like letters of credit,
export credit, and supply chain financing. The GFC revealed huge
vulnerabilities: during the 2008—-09 downturn, risk aversion among banks led
to a $25 billion shortfall in trade credit. Legal frameworks for trade finance,
once considered robust, suddenly faltered as counterparties defaulted, financial
institutions failed, and courts faced an avalanche of contractual disputes.
e Legal Challenge includes:
e Uncertainty over enforcement of cross-border obligations (especially in
emerging markets with weak legal systems).
e Disputes over force majeure, frustration, and material adverse change
clauses (as economic circumstances changed suddenly).
e Complications in enforcing security interests and recovering assets in

multiple jurisdictions.

12
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Impact on developing Countries: Impact on Developing Countries:
For developing economies, access to trade finance shrank drastically,
exacerbating recessions and undermining local businesses. Legal remedies for
affected parties, both government and private sector were hampered by forum
shopping, choice-of-law complexities, and, often, limited leverage in
negotiating or re-negotiating contracts with bigger international banks.

International Relations and Legal Controversies

Geopolitical tensions as legal flashpoints: Legal frameworks governing
international trade, such as WTO rules and bilateral investment treaties (BITs)
have been repeatedly tested by geopolitical maneuvers. The US-China trade
war, for example, reshaped the legal landscape overnight, as the Trump
administration, imposed tariffs on Chinese goods, justified under Section 301
of the US Trade Act and national security exceptions.

Legal Ramifications:

e Tariffs and Retaliation: These measures led to retaliatory tariffs by
China, widespread uncertainty for multinational corporations, and a
surge in litigation at the WTO Dispute Settlement Body, where questions
of justification, good faith, and non-discrimination dominated.

e Market and Contract Disruptions: Companies faced not just higher
costs but contract frustration, inability to deliver on existing
commitments, and disputes over price adjustment mechanisms.

e Stock Market Instability: The uncertainty and volatility bred by these
disputes directly led to episodes of market panic, forcing legal and
regulatory actors to craft ad-hoc solutions and manage chaos in real time.
Refinement of Legal Norms: Cases involving trade dispute resolution

and treaty interpretation demonstrate law’s adaptive role: new precedents were
set, exceptions tested, and the scope of permissible state conduct clarified, all

under mounting political and economic pressure.

13
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Environmental Law as a Strategic Asset & Complex Relationship

The Dual Role of Environmental Law: As climate change litigation rises
and corporate environmental, social, and governance (ESG) obligations
intensify, environmental law now serves both as a tool for protecting public
goods and as a mechanism for managing risks and defending private actors.

o Protecting Public Interests: Legal strategies have included activist
lawsuits, administrative actions, and international arbitration to enforce
state obligations under the Paris Agreement and similar frameworks. For
example, Dutch courts ordering Shell to cut emissions demonstrate the
growing reach of national courts in climate mitigation.

o Shielding Corporate Interests: Conversely, companies have invoked
investment law (e.g., ISDS procedures) to challenge state environmental
measures that allegedly reduce investment value or violate “fair and
equitable treatment.”

o This dual aspect creates legal tension: law serves as both shield and
sword in the broader struggle for climate justice, sustainability, and
global equity. Regulatory uncertainty in climate policy also creates risk
in financial markets and investment frameworks.

The Impact of Conflict on Legal Frameworks
Russia-Ukraine Conflict: The 2022 invasion of Ukraine upended
established legal and economic norms:

e Legal Challenges from Sanctions: The imposition of broad financial
sanctions on Russia by the US, EU, and allies tested the architecture of
financial compliance, jurisdictional reach, and cross-border enforcement.
Banks and multinational corporations scrambled to adapt, facing
conflicting obligations in sanctioning vs. non-sanctioning states,
ambiguous legal standards, and massive exposure for inadvertent
violations.

e Commodity Market Disruption: Sharp swings in prices for oil, gas,
wheat, and metals led to unprecedented contractual claims, force majeure
defenses, and challenges in performance under long-term supply
agreements (especially for European buyers).

14
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e Jurisdictional and Accountability Issues: International courts were
accessed for claims of aggression, war crimes, and state responsibility,
while property expropriation (asset freezes and confiscations) tested the
boundaries of sovereign immunity and property rights protections in
international law.

o Systematic Impact: These new fault-lines forced legal system, both at
the national and transnational level, to operate in an environment of legal
plurality, urgent risk, and immense uncertainty, highlighting the need for
clearer, more harmonized, and enforceable international rules.

Global Energy Price Index (2020-2022)
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Figure 3: Global Energy Price Index (2020-2022)

Therefore, across domains, global financial crises and related shocks
have catalyzed adaptive, sometimes improvisational, evolution in the role of
law. From the cross-disciplinary teamwork during the GFC, to unresolved
tensions in trade finance, rapidly shifting rules in response to geopolitical
conflict, or the twinned possibilities of environmental law, legal frameworks
form the backbone of global crisis management. Yet, as these case studies
reveal, the law’s capacity for protecting the public, enabling innovation, and
delivering justice is always conditioned by real-world politics, economics, and
ongoing institutional reform.

15
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The future of global financial legal frameworks will depend on lessons
drawn from these challenges, calling for greater flexibility, fairness, and cross-
border cooperation to withstand whatever systemic shocks come next.

4. IMPACTS OF LEGAL CHALLENGES

The legal challenges present within the international political economy
(IPE) exert profound and multifaceted impacts that reverberate across political,
economic, and social domains, illustrating the dynamic interplay between law
and power. These impacts underscore how law is not a neutral framework but
a powerful instrument that shapes economic disparities, market behavior,
geopolitical strategies, human rights outcomes, and systemic financial stability.

Table 2: Key Crises vs. Legal Responses

Crisis Year Crisis Description Eey Legal/Regulatory Implications
esponses
- Basel I.II Banking Enhanced
) . Regulations . prudential
Global Financial (strengthened capital oversight,

Crisis triggered by
subprime mortgage

adequacy, liquidity
standards, and leverage

reduced systemic

2008 collapse and ratios), risk, but clortlcerns
systemic banking - National reforms ofr\;er rZﬁ}[lag (;)r{y
failures. (e.g., Dodd-Frank Act an C%Il? neven
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The Role of Law in Economic Disparities

Law serves as a central mechanism through which power is crystallized
and exercised globally, deeply influencing economic inequalities. Legal norms
and institutions offer pathways for individuals, communities, and states to
assert claims, negotiate rights, and hold powerful actors accountable. Yet,
paradoxically, these same legal frameworks often reinforce existing power
hierarchies, facilitating a complex struggle for distributive justice. In the global
economy, elite managerialism, embodied in multinational corporations and
financial institutions, frequently intersects with legal practices that can diminish
the sovereignty of national governments. For instance, corporate tax avoidance
schemes exploit international tax treaties and regulatory arbitrage, weakening
the fiscal autonomy of developing countries. Legal arrangements in areas such
as intellectual property, investment protection, and trade liberalization often
reflect and institutionalize the interests of powerful actors, leading to a
concentration of wealth and the marginalization of vulnerable populations. This
uneven distribution of legal entitlements shapes the competing interests
identified in IPE: winners who benefit from globalization and liberalized
markets, and losers who face exclusion, exploitation, or economic dependency.
The legal codification of economic relations thus acts both as a battlefield and
as a stage for contesting globalization’s effects, demanding sophisticated legal
analysis to understand its dual capacity for empowerment and reinforcement of
inequality.

Legal Frameworks and Market Behavior

Legal challenges that arise in connection with monetary and financial
policies provoke significant shifts in market behavior, accentuating the
interdependence of law and economic activity. Financial crises, trade
disruptions, and regulatory reforms underline the impression that legal
structures are not mere rules of the game but active determinants of market
dynamics. For example, empirical research shows that following major
financial shocks, changes in legal frameworks significantly influence export
participation and trade flows. During crises, government interventions, either
through litigation, new legislation, or regulatory adjustments can alter

contractual obligations, credit availability, and investment patterns.
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These modifications affect both short-term market confidence and long-
term economic trends such as labor force participation and industrial
competitiveness. The Great Recession of 2008 serves as a pertinent case, where
the introduction of new financial regulations, legal scrutiny of banking
practices, and evolving standards for bankruptcy protection collectively re-
shaped market incentives. Companies and investors recalibrated their risk
assessments, which in turn impacted on capital allocation, pricing mechanisms,
and the overall stability of trade relations. Such phenomena illustrate the pivotal

role of law in modulating economic resilience and vulnerability.

Strategic Use of Law in Geopolitical Contexts

In a world increasingly defined by competition for political and
economic influence, the strategic use of law, often referred to as "lawfare",
which has become a prominent feature of international relations. States
leverage international legal frameworks to legitimize their positions, advance
their strategic objectives, and constrain adversaries. Trade wars exemplify how
legal challenges can transform from purely economic disputes into arenas of
political contestation. The US-China trade tensions demonstrate this vividly:
tariff impositions justified through domestic law and international trade rules
have affected global supply chains, increased market volatility, and forced legal
reinterpretations regarding trade practices and dispute resolution mechanisms.
These legal maneuvers have expanded legal discourse beyond economic
consequences to incorporate geopolitical rivalries, realigning alliances and
prompting novel diplomatic configurations. Such strategic deployments of law
require decision-makers to balance economic imperatives with political
repercussions, recognizing that legal frameworks are increasingly instruments
for achieving both market control and geopolitical advantage. This complicates

international law practice, demanding heightened legal and political acumen.

Human Rights and Legal Implications

Human rights advocacy and humanitarian efforts within IPE’s legal
framework frequently encounter ethical and practical challenges, illuminating
the tension between law’s aspirational aims and real-world power
configurations.
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Laws aimed at promoting development, equity, and justice can
inadvertently replicate power asymmetries, especially when legal norms are
interpreted or applied through the prism of dominant geopolitical interests. For
instance, conditionalities attached to international financial assistance or trade
preferences may compel countries to liberalize markets or reform governance
structures in ways that deepen socioeconomic disparities. Similarly, human
rights litigation sometimes faces backlash or dilution when economic priorities
or state sovereignty claims override concerns for vulnerable populations.

This interplay fosters a complex ethical landscape. Legal frameworks,
while aspiring to safeguard rights and promote global justice, often become
arenas of struggle over the definition, implementation, and prioritization of
those very rights. A nuanced comprehension of law’s role in this context
demands critical reflection on how international interventions reconcile

professed ideals with operational realities and interests.

Systemic Financial Risks and Legal Arrangements

Increasing globalization has intensified the integration of financial
markets, with legal arrangements facilitating cross-border capital flows and
financial intermediation. However, this integration engenders systemic
vulnerabilities, as legal gaps or discrepancies across jurisdictions can magnify
risks during periods of economic stress or geopolitical upheaval. Legal
frameworks underpinning international finance, such as banking regulations,
securities laws, and bankruptcy codes, helps in determining how shocks
propagate across borders. For example, inconsistent insolvency laws can
complicate the resolution of cross-border bank failures, thereby increasing
systemic instability. Similarly, divergent regulatory approaches to derivatives
and capital controls have contributed to market volatility, sometimes
undermining efforts to stabilize economies during crises. Geopolitical tensions
exacerbate these challenges. Sanctions, trade restrictions, and financial
embargoes introduce legal uncertainty that affects liquidity, credit availability,
and investor confidence on a global scale. Such factors demonstrate that legal
challenges within IPE are not isolated; rather, they are features of complex
systemic phenomena that reflect and amplify economic fluctuations and
political uncertainties.
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Hence, the legal challenges within international political economy exert
broad and profound impacts on the distribution of economic power, the
behavior of markets, the strategic calculus of states, the pursuit of human rights,
and the stability of financial systems. Law is not a passive backdrop but an
active and contested arena that shapes how global economic interactions
unfold, the often-reinforcing existing inequalities even as it provides the means
for contestation and reform. Understanding the multifaceted impacts of legal
challenges is essential for scholars, policymakers, and practitioners alike. It
calls for an appreciation of the law’s instrumental role in mediating global
economic governance, managing geopolitical competition, and addressing
systemic vulnerabilities within finance and trade. As the global community
confronts the growing complexities of economic, political, and social
interdependence, having an effective and equitable legal frameworks will be
vital to fostering stability, justice, and sustainable development.

5. FUTURE DIRECTIONS

Post-Pandemic Economic Strategies

The COVID-19 pandemic has irreversibly altered the global economic
landscape, sparking a pressing need for comprehensive strategies to rebuild
economic resilience worldwide. The post-pandemic recovery phase reveals a
consensus among policymakers and economists that merely restoring pre-
pandemic conditions will not suffice, rather enhanced, adaptive approaches are
essential to foster sustainability and inclusivity. Central to this vision is the dual
thrust  of boosting domestic  competitiveness while  enabling deeper
international integration. On the domestic front, nations are encouraged to
strengthen industrial capacities, modernize infrastructure, and invest in
technology adoption, thereby improving productivity and resilience against
future shocks. At the same time, the importance of international trade reforms is
underscored, particularly reforms undertaken at the World Trade Organization
(WTO), where efforts are ongoing to align multilateral trade rules with today’s
economic realities.

Key reform areas include the reduction of industrial tariffs and non-tariff
barriers, which can help unlock trade potential and enhance supply chain
efficiency.
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Liberalizing trade services, especially in the burgeoning digital
economy, is critical as digital services underpin much of today’s global
commerce and innovation. Stronger intellectual property protections provide
incentives for research and development, particularly in sectors such as
pharmaceuticals, telecommunications, and green technologies. However,
alongside protecting innovation, addressing concerns about "unfair state
support” remains essential to ensure a level playing field. State subsidies that
disproportionately favor domestic firms or distort global competition need
transparent evaluation and regulation to foster equitable international trade.
Further reforms aim to modernize the WTO dispute settlement system, which
plays a pivotal role in ensuring predictability and resolving trade conflicts, thus
fostering investor confidence and facilitating economic growth. Digitalization
of rules and trade facilitation agreements also support the aspiration for more
inclusive trade, helping small and medium-sized enterprises and previously
marginalized countries engage more fully in global markets.

Enhancing the Global Financial Safety Net

The global financial safety net (GFSN) constitutes the collective
mechanisms designed to provide emergency liquidity and financial stability in
times of crisis. The COVID-19 shock accentuated the limitations of the existing
GFSN and catalyzed calls for reforms aimed at improving inclusiveness,
responsiveness, & resilience, particularly to better serve emerging market and
developing economies (EMDEs). One major reform imperative concerns
the restructuring of quota systems in international financial institutions like the
IMF. The current quota allocation formula is based heavily on historical GDP
and contributions, which lacks sufficient representation for fast-growing
emerging economies, limiting their influence on global financial governance.
Revising quotas to better reflect contemporary economic realities, including
GDP size, degree of integration, and vulnerability, would democratize decision-
making and improve legitimacy. Moreover, proposals advocate delinking
quotas from lending access to eliminate perverse incentives that restrict
financial flexibility while adjusting voting power. This would allow the IMF
and other lenders to respond more effectively to crises without being

constrained by rigid financial entitlements.
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Alongside  quota  reforms,  strengthening regional  financial
arrangements and improving coordination among existing multilateral and
bilateral facilities are critical steps toward a more cohesive and resilient global
safety net.

Achieving these goals requires political will and cooperation among
major shareholders, a challenging task given competing national interests and
sovereignty concerns. However, success would not only benefit vulnerable
economies, but also stabilize the international monetary system, reducing

contagion risk and enabling more sustainable recovery globally.

Table 4: Global Governance Challenges & Legal Responses

Global Crises Governance Gaps Proposed Reforms
Strengthen

2008 Financial Financial Instabilit Multilateralism

Meltdown Weak Leoal/Insti tu}t,ional Update Digital Trade

2020 — COVID-19 Capacityg Rules

Pandemic Fraomented Advance Climate

2022 — Russia—Ukraine Mulgtilateralism Governance

War Embed Equity &
Sustainability

Global Crises Governance Gaps Proposed Reforms
Strengthen

2008 — Financial Financial Tnstabilit Multilateralism

Meltdown Weak Legal/Insti tu}t,ional Update Digital Trade

2020 — COVID-19 a8 Rules

Pandemic Fr 5 rnegte d Advance Climate

2022 — Russia—Ukraine Mu%tila teralism Governance

War Embed Equity &
Sustainability

5.1 Legal Frameworks and Governance: Reevaluating Law’s

Role in IPE

The evolving role of law at the nexus of international politics and
economics raises critical questions about efficacy, fairness, and ethical
implications. Historically, law was seen principally as a neutral, stabilizing
force, designed to provide consistent frameworks for conflict resolution, market

conduct, and institutional accountability.
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Yet the experiential reality increasingly reveals how legal arrangements
can perpetuate power asymmetries, reflect the interests of dominant actors, and
sometimes serve as vehicles for geopolitical competition. This observation
demands a reevaluation of legal systems’ structure and application. Key
concerns include the transparency and accountability of international
institutions, the inclusiveness of treaty negotiations, and the real-world effects
of legal norms on development and equality. Within international relations, law
has manifested as a strategic tool called as, "lawfare", where principles may be
manipulated tactically rather than applied impartially. For example, trade
agreements, investment treaties, and regulatory frameworks at times reflect
strategic interests of powerful states or corporations, limiting the policy space
of smaller countries and deepening global disparities. A critical future direction
involves reforming legal governance to balance interests equitably, ensuring
that law serves collective public goods rather than entrenched hegemonies.
This includes rethinking the design of dispute resolution mechanisms,
promoting rules that enhance cooperation over confrontation, and
embedding norms of sustainability, human rights, and economic justice within
trade, investment, and finance law.

Addressing Ethical Concerns in International Governance

The implementation of law in the global arena intersects fundamentally
with ethical considerations, making it imperative to address the moral
dimensions underpinning the legal order. Increasing disparities in economic
and political power underscore how legal structures may either amplify
inequality or offer avenues for justice, depending on their design and
enforcement. For international governance to be legitimate and effective, it
must reconcile diverse ethical visions, including respect for sovereignty, human
dignity, environmental stewardship, and social equity. This is challenging,
given the pluralistic, often conflicting values among states and stakeholders.
One area of tension lies in legal frameworks governing humanitarian aid,
development assistance, and human rights. While these laws aim to promote
welfare and protect vulnerable populations, they may inadvertently reinforce
paternalistic power relations or fail to address root causes of inequality.
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A more reflexive legal discourse is needed, one that critically examines
such unintended consequences and promotes a genuinely inclusive,
participatory approach to lawmaking and enforcement. Further, ethical scrutiny
should extend to economic law, particularly where economic growth objectives
may come at the expense of environmental sustainability or social justice.
Future legal frameworks should integrate principles of intergenerational equity,
environmental protection, and responsible business conduct as indispensable
conditions for economic globalization.

Looking forward, the international political economy requires forward-
thinking strategies grounded in legal, economic, and ethical reforms. Post-
pandemic recovery offers both a challenge and an opportunity to refashion trade
policies, financial safety nets, and legal governance structures to create a more
resilient, inclusive, and just global system. Enhancing domestic
competitiveness, liberalizing trade with safeguards, and strengthening
intellectual property protections will help stimulate growth while ensuring
fairness. Reforming global financial institutions’ quota and lending practices
will empower emerging economies and reinforce systemic stability.
Simultaneously, reimagining the role of law in moving beyond its instrumental
or hegemonic uses into a framework that prioritizes equity, cooperation, and
ethical responsibility is essential for global legitimacy and sustainability. It can
be seen that only through multilateral cooperation, political commitment, and
reflexive legal innovation can these diverse objectives be harmonized, setting a
course toward a more balanced and prosperous international political economy
for all nations and peoples.

CONCLUSION

The evolution of the international political economy over the past two
decades demonstrates that financial crises and geopolitical conflicts are no
longer episodic disruptions but recurring systemic challenges. Each crisis, such
as the 2008 financial meltdown, the COVID-19 pandemic, and the Russia—
Ukraine war has revealed how deeply interwoven markets, societies, and legal

frameworks have become in an age of globalization.
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While law has often been positioned as a stabilizing mechanism in these
turbulent times, the evidence presented in this study underscores that legal
systems are frequently reactive, fragmented, and shaped by asymmetrical
power relations. A key finding of this research is that while significant reforms,
such as Basel III, enhanced financial oversight, or WTO dispute mechanisms,
sought to provide resilience, they remain incomplete and inconsistently
enforced. Legal responses have often favored advanced economies, leaving
emerging and developing countries disproportionately vulnerable to capital
flight, debt crises, and trade disruptions. The Russia—Ukraine conflict further
demonstrated how legal instruments such as sanctions, while aimed at
accountability, generated cascading effects across food security, energy
markets, and humanitarian access, amplifying inequalities. Similarly, the
COVID-19 pandemic exposed structural gaps in international law, particularly
in intellectual property rights and equitable vaccine distribution. The research
also highlights the growing use of lawfare, where legal tools are strategically
deployed to advance geopolitical interests. Trade wars, sanctions, and
regulatory competition reveal how law itself is embedded within contests for
political and economic dominance. This raises critical questions about the
neutrality of international law and its ability to function as a truly universal
mechanism of justice and stability.

Going forward, the international community faces a pressing need to
design legal frameworks that are more anticipatory than reactive, more
inclusive than fragmented, and more equitable than hegemonic. This requires
embedding principles of accountability, transparency, human rights, and
sustainability within the architecture of global governance. Multilateral
cooperation must be reimagined not as a privilege of the powerful but as a
collective necessity for addressing systemic risks that transcend national
borders. Ultimately, the resilience of global governance will depend on the
capacity of international law to mediate the intersection of finance and
geopolitics in ways that uphold justice and safeguard human dignity. Only
through innovative, integrated, and participatory legal reforms can societies
hope to transform recurrent crises into opportunities for building a more stable,

fair, and sustainable international order.
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INTRODUCTION

The Global South has remained a crucial site for understanding the
evolution of the world economy and the politics that shape it. The term “Global
South” refers broadly to Africa, Latin America, parts of Asia, and the Middle
East—regions that were historically colonized and remain disadvantaged in
terms of economic development and political power. These regions have often
been described as developing or underdeveloped economies, though the term
“Global South” is now more widely used for its less hierarchical tone (Dados
& Connell, 2012). Despite contributing significantly to the global economy
through natural resources, labor, and strategic markets, the Global South has
continued to face recurring economic crises that reflect both internal
vulnerabilities and external pressures. These crises are not only national or
regional problems but have broader implications for the international system,
making them central to the study of International Political Economy (IPE).

Economic crises in the Global South are characterized by multiple
features such as debt burdens, currency devaluations, unemployment, political
instability, food insecurity, and in many cases, civil unrest. Unlike advanced
economies that often recover more quickly, countries in the South struggle with
weak institutions, limited fiscal capacity, and high dependence on international
markets. As a result, crises in these regions often persist longer and have
spillover effects on global trade, investment, and security (Akytiz, 2017). The
debt crisis of the 1980s in Latin America, the Asian financial crisis of 1997, the
global financial meltdown of 2008, and the economic disruptions caused by
COVID-19 are prominent examples of how crises in the South shape the global
order. Each of these events revealed not only the vulnerability of these regions
but also the weaknesses of the global economic architecture.

The study of these crises within IPE highlights the deeply unequal nature
of globalization. Many economies in the Global South are commodity-
dependent, exporting raw materials while importing manufactured goods. This
trade imbalance leaves them exposed to price shocks in global markets. For
example, the collapse of oil prices in the 1980s plunged Nigeria and Venezuela
into severe fiscal crises, leading to social unrest and austerity policies (Nwoke,
2015).
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Similarly, the 2008 financial crisis, though triggered in the United States,
had devastating impacts on the South, reducing foreign investment, collapsing
remittances, and worsening unemployment (Gallagher, 2011). These examples
show that crises in the South not only affect local populations but also reshape
global flows of capital, trade, and migration—key concerns of IPE.

Another dimension is the role of global institutions such as the
International Monetary Fund (IMF) and the World Bank. These bodies are often
called upon to stabilize economies in crisis, yet their interventions are highly
controversial. The Structural Adjustment Programs (SAPs) imposed in the
1980s and 1990s required countries to implement neoliberal reforms such as
deregulation, privatization, and subsidy removal as conditions for loans. While
such reforms aimed to restore macroeconomic balance, they often deepened
poverty, inequality, and social unrest (Stiglitz, 2002). From an IPE perspective,
these interventions illustrate the power asymmetry between the Global North
and South, as well as the ideological dominance of neoliberalism in global
governance. Crises in the South therefore not only reveal structural weaknesses
within developing states but also expose the contested nature of international
economic institutions.

Furthermore, crises in the Global South have direct global consequences.
Debt crises in Africa reduce the capacity of countries to engage in international
trade, which in turn affects demand for goods and services from the North.
Political instability in Latin America often disrupts investment flows and
security arrangements in the wider Americas. Similarly, food shortages in one
region can push up global food prices, creating hardships even in advanced
economies. Migration, which often intensifies during crises, also reshapes
international relations, as seen in the refugee flows from Africa and the Middle
East into Europe (Castles, 2010). These interconnections demonstrate that
crises in the Global South are not peripheral but central to global dynamics,
reinforcing the argument that IPE must pay greater attention to them.

It is also important to note that economic crises in the Global South
challenge existing theories of IPE. Much of mainstream IPE, particularly from
Western scholarship, has been built around the experiences of developed
economies, focusing on trade liberalization, financial integration, and
institutional cooperation.
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However, the recurrent crises in the South suggest the need for
alternative frameworks that consider dependency, postcolonial legacies, and
structural inequalities in the global economy (Amin, 1976; Wallerstein, 2004).
For instance, Dependency Theory and World-Systems Theory argue that
underdevelopment in the South is not accidental but structurally linked to the
development of the North. From this perspective, crises in the South are
symptoms of a global system that systematically transfers wealth and power
from the

periphery to the core. Thus, studying these crises enriches IPE by
expanding its analytical lens beyond Western experiences.

This chapter examines the structural challenges behind recurring
economic crises in the Global South and explores how these crises affect
International Political Economy. It begins with a conceptual and theoretical
framework that situates the Global South within IPE debates, drawing on
Dependency Theory, World-Systems Theory, and neoliberal perspectives. It
then provides a historical overview of crises in the South, from colonial legacies
to the debt crises of the 1980s. The discussion moves to contemporary crises,
including the 2008 financial meltdown, COVID-19, and the Russia—Ukraine
war, analyzing their direct and indirect impacts on the Global South. The
chapter also considers a case study of Nigeria and Sub-Saharan Africa to
illustrate these dynamics in detail. Finally, it concludes by reflecting on the
implications for IPE theory and practice, emphasizing the need for more
inclusive and equitable approaches to global governance.

In sum, economic crises in the Global South are not simply localized
events but are deeply tied to global political and economic processes. They
expose the structural inequalities of globalization, test the legitimacy of
international institutions, and produce ripple effects that reshape international
relations. Understanding these crises is therefore not only crucial for
policymakers in the South but also for scholars and practitioners of
International Political Economy who seek to make sense of the interconnected
and unequal nature of the world economy.
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1. METHODOLOGY

This chapter employs a qualitative research design grounded in
comparative political economy and historical-structural analysis. Given the
complex, multilayered, and deeply embedded nature of economic crises in the
Global South, a qualitative and interpretive approach provides the most suitable
analytical lens for unpacking their historical origins, structural determinants,
and contemporary manifestations. Rather than relying on quantitative
correlations or econometric modeling, this study prioritizes a holistic
understanding of how global political and economic forces interact with
domestic institutions, governance patterns, and resource endowments to
generate recurrent crises.

In this context, qualitative inquiry allows for the integration of multiple
forms of evidence—ranging from historical documents and policy reports to
theoretical literature and country-level case studies—thereby offering a richer
and more nuanced interpretation of crisis dynamics. The methodological
strategy adopted in this chapter therefore combines three complementary and
mutually reinforcing components: (1) historical-structural analysis, which
traces the long-term evolution of colonial legacies, dependency patterns, and
global market asymmetries; (2) theory-guided content analysis, which
systematically examines scholarly debates, institutional reports, and policy
frameworks through the lens of dependency theory, world-systems analysis,
neoliberal political economy, and postcolonial IPE; and (3) a focused case
study on Nigeria, which provides an empirical grounding for the broader
analytical claims and illustrates how global structural constraints intersect with
domestic vulnerabilities in a major Global South economy.

This integrated approach ensures that the analysis captures both macro-
level global forces and micro-level national specificities, offering a
comprehensive methodological foundation for understanding the persistence

and implications of economic crises across the Global South.
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2. CONCEPTUAL AND THEORETICAL FRAMEWORK

Understanding the economic crises of the Global South requires clarity
on the concepts and theories that frame the discussion. The field of International
Political Economy (IPE) is concerned with how politics and economics interact
at both national and international levels. It examines how states, markets, and
institutions shape global outcomes such as trade, investment, economic
development, and inequality (O’Brien & Williams, 2016). Within this field,
the study of the Global South is particularly important because it highlights not
only the unequal structures of the global system and the persistent
vulnerabilities of developing states but also the developmental constraints these
inequalities impose. Economic development in the Global South is often
hindered by structural dependencies, limited industrial capacity, and external
shocks, making the region’s crises closely intertwined with long-term
development challenges and trajectories.

Conceptualizing the Global South

The term “Global South” has gradually replaced older labels such as
“Third World” and “developing countries.” While these earlier terms carried a
hierarchical or even pejorative tone, “Global South” captures a more relational
understanding of international inequality (Dados & Connell, 2012). It refers to
regions historically marginalized in global politics and the economy, including
Africa, Latin America, most of Asia, and parts of the Middle East. Although
diverse in culture and political systems, these countries share common features:
lower levels of industrialization, higher poverty rates, limited access to global
capital, and vulnerability to external shocks. Importantly, the concept of the
Global South is not only geographical but also political, reflecting the systemic

disadvantages these states face in the global order.

Defining Economic Crisis in the Global South

Economic crises in the Global South often manifest in multiple and
overlapping ways. Common features include fiscal deficits, debt burdens,
inflation, currency collapse, high unemployment, and food insecurity (Akyiiz,
2017).
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Unlike crises in the Global North, which may be cyclical, crises in the
South tend to have deeper structural roots linked to weak economic bases,
colonial legacies, and dependence on external markets. For example,
commodity dependence means that a drop in oil or mineral prices can trigger
nationwide fiscal instability, as seen in Nigeria and Venezuela. These crises
also have a social dimension, as they often translate into poverty, inequality,
political unrest, and migration pressures. Thus, economic crises in the South
are not merely financial events but broader systemic disruptions with political

and social consequences.

IPE and the Global South

International Political Economy traditionally focused on the advanced
capitalist states of the West, analyzing how they coordinated trade and finance
(Strange, 1996). However, the experiences of the Global South challenge the
universality of such approaches. Crises in the South reveal how global
capitalism is structured in a way that benefits some regions while leaving others
vulnerable. IPE scholars have increasingly turned to concepts such as
dependency, structural inequality, and postcolonial critique to understand these
dynamics. In this sense, studying the Global South provides a corrective to the
Eurocentric bias of mainstream IPE and allows for a more global and inclusive
understanding of political economy (Phillips, 2005).

3. THEORETICAL APPROACHES

Dependency Theory

Dependency Theory emerged in the 1960s and 1970s as a critique of
modernization theory, which assumed that all countries follow a linear path of
development. Dependency theorists such as Andre Gunder Frank (1969) and
Samir Amin (1976) argued that underdevelopment in the South is not simply a
result of internal weakness but is structurally linked to the development of the
North. Through processes of colonialism, trade, and investment, the economies
of the South were locked into a position of dependence, exporting raw materials
while importing manufactured goods. This unequal relationship creates
recurring crises because the South remains vulnerable to global price
fluctuations and external debt pressures.
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From this perspective, economic crises in the Global South are not
anomalies but inevitable outcomes of a dependent position in the global

economy.

World-Systems Theory

Building on Dependency Theory, Immanuel Wallerstein’s (2004)
World-Systems Theory divides the global economy into the core, semi-
periphery, and periphery. The Global South is largely situated in the periphery,
providing raw materials and cheap labor to the core. Crises in the periphery
reflect the instability of this unequal system. For instance, when global demand
shifts or financial markets collapse, peripheral economies suffer
disproportionately. World-Systems Theory emphasizes that the crises of the
South cannot be understood in isolation but are embedded in a larger capitalist
world economy that systematically reproduces inequality.

Neoliberalism

From the 1980s onwards, neoliberalism became the dominant framework
guiding global economic policy. Neoliberal theory emphasizes free markets,
deregulation, privatization, and minimal state intervention (Harvey, 2005).
Institutions such as the IMF and World Bank promoted neoliberal reforms as
solutions to crises in the South, particularly through Structural Adjustment
Programs (SAPs). While these policies aimed to stabilize economies, critics
argue that they deepened vulnerability by dismantling local industries,
increasing poverty, and widening inequality (Stiglitz, 2002). Neoliberalism
thus provides both a theoretical lens and a policy framework through which
Global South crises have been managed, albeit with highly contested results.

Postcolonial and Critical IPE Perspectives

Postcolonial scholars argue that [PE must account for the legacies of
colonialism and imperialism in shaping contemporary crises (Bhambra, 2014).
From this perspective, economic crises in the South cannot be understood
without recognizing how colonial exploitation, unequal treaties, and Western
dominance shaped fragile institutions and dependent economies.
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Critical IPE approaches also question the legitimacy of global
institutions, arguing that they perpetuate Western hegemony under the guise of
neutrality (Cox, 1981). These perspectives highlight that crises in the South are
not only economic events but also political struggles over sovereignty, justice,

and representation in global governance.

Relevance of Theories to Global South Crises

Each of these theoretical perspectives offers insights into how crises in
the Global South affect IPE. Dependency and World-Systems theories reveal
the structural inequalities that make crises recurrent. Neoliberalism shows how
policy prescriptions can deepen vulnerability. Postcolonial IPE emphasizes the
historical and political dimensions of crises, linking them to global power
hierarchies. Together, these theories suggest that the crises of the South are not
just national mismanagements but part of a global political economy that
systematically produces inequality. For IPE scholars, this means that studying
these crises is essential for understanding the broader dynamics of
globalization, governance, and development.

4. HISTORICAL BACKGROUND OF ECONOMIC CRISES

IN THE GLOBAL SOUTH

The history of economic crises in the Global South is deeply intertwined
with the evolution of the international political economy. From the colonial
period through the post-independence era, structural vulnerabilities in these
economies have consistently generated ripple effects beyond national borders,
influencing global markets, international institutions, and geopolitical relations.

During the colonial era, much of the Global South was integrated into
the world economy as exporters of raw materials and importers of manufactured
goods. This pattern created an enduring dependency on external markets and
laid the foundation for future crises (Rodney, 1972). When commodity prices
fell in the early twentieth century, for instance during the Great Depression of
the 1930s, many African, Asian, and Latin American economies collapsed,
deepening global instability and fueling political unrest.

The post-independence decades of the 1950s—1970s were characterized
by attempts at modernization and industrialization.

37



ENERGY, FINANCE AND GEOPOLITICS IN THE GLOBAL ECONOMY

However, reliance on foreign loans and commodity exports left many
Global South states vulnerable. The global oil shocks of the 1970s highlighted
this fragility: while some oil exporters briefly benefited, many non-oil
developing countries experienced soaring import costs, balance-of-payments
problems, and spiraling debt. These challenges forced the involvement of
international lenders, notably the IMF and World Bank, whose policies
reshaped both domestic economies and the rules of global finance (Helleiner,
2019).

The 1980s debt crisis further revealed the global implications of crises in
the South. Triggered by rising interest rates in the United States and declining
export revenues, many Latin American and African countries defaulted on their
loans. This not only destabilized their domestic economies but also threatened
the solvency of major Western banks, prompting coordinated responses from
the IMF, World Bank, and the G7 (Sachs, 1989). In this way, domestic crises
in the Global South had direct consequences for financial stability in the North
and reshaped international lending practices.

In the 1990s and early 2000s, financial crises in emerging markets,
including Mexico (1994), East Asia (1997), Russia (1998), and Argentina
(2001), again underscored the global interconnectedness of economic
instability. Currency collapses and capital flight in these countries shook global
investor confidence, triggered stock market volatility worldwide, and required
massive bailout packages. These episodes demonstrated that the health of the
global economy could not be divorced from the stability of developing
economies.

More recently, crises in the Global South have intersected with global
shocks such as the 2008 financial crisis, the COVID-19 pandemic, and the
Russia—Ukraine war. These events deepened vulnerabilities in developing
economies through disrupted trade, reduced capital inflows, rising food and
energy prices, and mounting debt burdens. Yet their consequences were not
confined to the South; they also affected global growth, migration flows, and
the legitimacy of global institutions (Obi, 2020).

In sum, the historical trajectory of the Global South shows that economic
crises in these regions have never been purely domestic matters.
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Instead, they have consistently shaped the evolution of the international
political economy, influencing global trade, finance, and governance structures.
The recurring crises of the South remind us that global economic stability is
contingent upon addressing vulnerabilities across all regions, not only within
the developed North.

5. PATTERNS AND DIMENSIONS OF ECONOMIC

CRISES IN THE GLOBAL SOUTH

Economic crises in the Global South tend to exhibit recurring patterns
that reflect both domestic vulnerabilities and structural weaknesses in the
international system. While the specific triggers may differ from country to
country, the underlying dimensions often share common features that reinforce
dependency and instability within international political economy.

Debt Dependency and Sovereign Default

One of the most persistent dimensions of crisis in the Global South is the
problem of external debt. Many states continue to rely heavily on foreign
borrowing to finance budgets, infrastructure, and balance-of-payments deficits.
However, debt servicing consumes large portions of national revenues, leaving
little space for social investment. For example, in sub-Saharan Africa, debt
servicing in 2023 accounted for over 20% of government revenues in several
countries (World Bank, 2023). When states default or request restructuring,
they face conditionalities from creditors that deepen dependence, as witnessed
during the debt crisis of the 1980s and in recent restructuring programs in
Zambia and Ghana.

Inflation and Currency Devaluation

Another common feature of crises is inflation, often driven by reliance
on imports and volatile exchange rates. Global South economies, especially
those dependent on commodity exports, suffer when global prices fall, leading
to weaker currencies and soaring import costs. This creates a cycle of inflation,

rising cost of living, and political instability.
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For instance, Nigeria has experienced multiple episodes of currency
devaluation tied to fluctuations in global oil prices, which spill over into food
and fuel inflation that disproportionately affect the poor.

Trade Imbalances and Commodity Dependence

Most economies of the Global South continue to depend on the export of
primary commodities while importing manufactured goods. This structural
imbalance not only limits their capacity to accumulate wealth but also makes
them vulnerable to global price fluctuations. Latin American economies that
rely on agricultural exports and African economies dependent on minerals and
oil often face crises when global demand shifts, leading to reduced revenues
and fiscal shortfalls (Ocampo, 2017).

Unemployment, Poverty, and Social Inequality

Economic crises in the Global South almost always translate into social
crises. High unemployment rates, especially among youth, contribute to
political unrest, insecurity, and migration. Poverty deepens during crises as
austerity measures reduce social spending, leaving millions without access to
health care, education, or basic welfare. For instance, structural adjustment
programs in Africa during the 1980s—1990s led to significant cuts in subsidies
and public services, worsening inequality and eroding trust in governments
(Mkandawire & Soludo, 1999).

Migration and Brain Drain

Economic downturns often push citizens of the Global South to seek
opportunities abroad, either through legal migration or irregular routes. This
not only creates humanitarian challenges but also deprives countries of skilled
labor, reinforcing cycles of underdevelopment. The recent migration surge
from African and Latin American states toward Europe and North America
reflects the deep link between economic crises and demographic pressures in
the South.
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6. GLOBAL GOVERNANCE AND EXTERNAL

RESPONSES

Economic crises in the Global South do not remain domestic problems.
Because the economies of developing countries are tied to the global financial
and trading system, their crises often require intervention from international
institutions such as the International Monetary Fund (IMF), World Bank, World
Trade Organization (WTQ), and, in recent years, the G20. These interventions
are important not only for stabilizing fragile economies but also for
safeguarding the wider international political economy (Oatley, 2019).

One major response has been through IMF bailouts and structural
adjustment programs (SAPs). Since the debt crises of the 1980s, the IMF has
frequently stepped in to rescue countries in Africa, Latin America, and Asia
when they faced balance-of-payments problems. While these programs
provided short-term financial relief, they often required governments to
implement austerity measures, reduce subsidies, and liberalize trade and
finance (Kentikelenis et al., 2016). Such conditions reshaped national
economies in ways that tied them more closely to the rules of the global market,
sometimes worsening poverty and inequality. In this sense, crises in the South
pushed global governance institutions to act, but the solutions often reinforced
patterns of dependency, raising questions about fairness in the global order.

The World Bank has also played a key role by promoting development
loans and poverty reduction programs. However, many critics argue that its
policies have tended to prioritize market reforms favorable to global investors,
rather than addressing the structural vulnerabilities of Global South economies
(Stiglitz, 2002). The outcome is that repeated crises lead to repeated
interventions, yet without resolving the underlying imbalances, leaving the
global economy vulnerable to recurring instability.

The World Trade Organization (WTO) has similarly been drawn into
these crises, particularly when developing countries struggle to compete under
conditions of global trade liberalization. For example, when Global South
economies collapse due to falling commodity prices, it affects their ability to
comply with global trade rules. This creates tensions within the WTO and
pressures the global system to rethink how trade liberalization affects weaker
economies (Hopewell, 2016).
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In more recent years, the G20 and debt relief initiatives such as the
Heavily Indebted Poor Countries (HIPC) program have shown that global
governance has shifted toward coordinated responses. The 2008 global
financial crisis and the COVID-19 pandemic forced advanced economies and
multilateral organizations to create rescue packages not just for themselves but
also for poorer countries, recognizing that instability in the South can spread
through trade, migration, and financial markets (Gallagher & Kozul-Wright,
2021).

Overall, these responses show that the economic crises of the Global
South have direct consequences for IPE. They push international institutions to
adapt their policies, expose the weaknesses of global governance, and highlight
the unequal power relations between North and South. While the interventions
are framed as stabilizing the global economy, they also demonstrate that IPE is
constantly shaped by how global institutions manage crises in weaker
economies.

7. CASE STUDY: NIGERIA AND THE GLOBAL SOUTH

EXPERIENCE

Nigeria provides a useful case study for understanding how economic
crises in the Global South affect the wider international political economy. As
Africa’s largest economy and a major oil exporter, Nigeria is deeply integrated
into global energy markets. This makes its economic stability not only a
national concern but also a matter of global interest (Obi, 2020).

One major feature of Nigeria’s economy is its dependence on crude oil
exports. Oil contributes over 80% of the country’s foreign exchange earnings
and about half of government revenue (EIA, 2021). This heavy reliance means
that fluctuations in global oil prices directly affect Nigeria’s economy. For
example, the sharp fall in oil prices in 2014 and again during the COVID-19
pandemic in 2020 triggered severe fiscal and balance-of-payments crises. These
shocks not only destabilized Nigeria but also created ripple effects in
international oil markets, showing how a domestic crisis in the South can

influence global energy security and financial flows (Ikelegbe & Umukoro,
2016).
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Another challenge is external debt and borrowing. Nigeria, like many
other Global South countries, has repeatedly turned to international financial
institutions for support. In the 1980s and 1990s, the country underwent IMF
structural adjustment programs, which required austerity, subsidy removal, and
trade liberalization. While these policies aimed to restore macroeconomic
stability, they also increased social hardship, unemployment, and inequality
(Adepoju, 2019). More recently, debt servicing has again consumed a
significant portion of government revenue, limiting investment in infrastructure
and human capital. This debt burden affects Nigeria’s bargaining power in
global finance and shapes the policy priorities of the international political
economy.

Nigeria’s crises also highlight the problem of governance and corruption.
Mismanagement of oil revenues, rent-seeking behavior, and weak institutions
have made the country more vulnerable to external shocks. These domestic
weaknesses, when combined with external pressures from volatile markets and
global institutions, illustrate how local and global factors are intertwined in
shaping crises (Sala-i-Martin & Subramanian, 2013). For the IPE, this means
that governance failures in one major Global South state can slow global
development efforts, reduce investor confidence, and trigger security
challenges such as migration and conflict.

Finally, Nigeria’s situation shows how Global South crises demand
global responses. The country has been a beneficiary of debt relief programs
such as the Paris Club agreement in 2005, and more recently, emergency
financing during the COVID-19 pandemic. These interventions underscore the
fact that the international political economy cannot isolate itself from the crises
of large developing economies. Nigeria’s vulnerability demonstrates how
fragile economies in the South are both shaped by and shape the global system.

In sum, Nigeria illustrates the wider dynamics of the Global South:
dependence on primary commodities, vulnerability to external shocks, debt
dependence, and governance challenges. Each of these crises not only affects
national development but also feeds into the functioning of the international
political economy by influencing oil markets, debt regimes, trade patterns, and
global governance structures.
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8. IMPLICATIONS FOR INTERNATIONAL POLITICAL

ECONOMY

The recurring economic crises of the Global South are not isolated
national problems; they have significant implications for the functioning and
stability of the international political economy (IPE). Because of globalization,
financial integration, and interdependence, economic instability in one region
often spills over into others, shaping global trade, investment, and governance
(Helleiner, 2019).

Instability in Global Markets

Crises in the Global South directly affect global commodity and financial
markets. For example, Nigeria’s oil dependency means that when production is
disrupted or oil prices collapse, it influences not only national revenues but also
global energy supplies. Such volatility contributes to uncertainty in
international markets and can trigger broader financial instability (Obi, 2020).
Similarly, debt crises in Latin America or Africa have repeatedly shaken global
credit markets, forcing international banks and institutions to adjust lending
practices.

Pressure on International Institutions

Economic crises in the South have historically increased the role of
institutions such as the International Monetary Fund (IMF) and the World
Bank. These bodies step in to stabilize economies through loans, debt
restructuring, and policy advice. However, their interventions have also raised
debates about legitimacy, fairness, and sovereignty (Stiglitz, 2002). The
reliance of many Global South states on these institutions means that global
governance structures are continually shaped by how these organizations
manage crises. In turn, IPE scholars point out that the persistent need for
intervention demonstrates the structural weaknesses of the global financial

system (Strange, 1996).
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Reinforcement of Dependency and Inequality

Repeated crises in the Global South reinforce patterns of dependency
within the global system. States that rely on external financing or commodity
exports remain locked in vulnerable positions, while advanced economies
consolidate their dominance. This structural imbalance has implications for
trade negotiations, foreign direct investment, and the global distribution of
power (Amin, 1976; Wallerstein, 2004). Thus, the crises of the South deepen
the inequalities that IPE seeks to explain and challenge.

Global Security and Migration Challenges

Economic crises also affect international political economy through
security and migration. Rising poverty, unemployment, and inequality in the
South can fuel political instability, armed conflict, and large-scale migration
flows. These outcomes place pressure on neighboring states and on the broader
international community, making the crises of the South an unavoidable issue
for global governance (Castles, de Haas & Miller, 2014). For instance, financial
instability in Africa has contributed to migration pressures on Europe, creating
both economic and political consequences in the North.

Need for Inclusive Global Governance

The repeated crises highlight weaknesses in the current system of global
governance. While existing institutions provide short-term relief, they often fail
to address the structural roots of vulnerability in the South. For IPE, this raises
fundamental questions about equity, representation, and reform. Without
meaningful change, the global economy risks remaining unstable, as the crises
of the South will continue to reverberate across the system (Phillips, 2005).

9. SUMMARY

The economic crises of the Global South are therefore not just local
tragedies but global events with far-reaching consequences. They influence
international trade flows, financial stability, the legitimacy of global
institutions, and the very distribution of power within the world economy. In
short, they demonstrate that the health of the international political economy is
inseparably tied to the stability of the Global South.
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CONCLUSION

The persistence of economic crises in the Global South demonstrates that
the international political economy cannot be understood solely from the
vantage point of advanced industrial states. These crises reveal that global
economic structures are neither neutral nor evenly experienced; instead, they
reflect long-standing hierarchies embedded within historical legacies of
colonial extraction, structural dependency, and asymmetrical forms of global
integration. The continued reliance of many Global South economies on raw
material exports, external borrowing, and volatile international markets
underscores how deeply entrenched vulnerabilities shape their developmental
trajectories. Moreover, fragile governance institutions, recurrent balance-of-
payments pressures, and exposure to external shocks further reinforce the
cyclical nature of economic instability across the region. Although such crises
often manifest domestically, their repercussions extend far beyond national
borders, influencing global financial markets, trade flows, migration patterns,
commodity prices, and even the legitimacy and authority of international
economic institutions (Helleiner, 2019; Stiglitz, 2002).

As the preceding chapters have demonstrated, theoretical frameworks
such as dependency theory, world-systems analysis, neoliberal political
economy, and critical IPE offer powerful insights into the systemic forces that
reproduce these crises. Rather than viewing economic instability in the Global
South as episodic or exceptional, these perspectives reveal that recurrent crises
are integral features of a global economic system organized around unequal
exchange and hierarchical power relations. From the sovereign debt crises of
the 1980s to the financial contagion that swept emerging markets in the late
1990s, and from the devastating economic fallout of the COVID-19 pandemic
to the inflationary pressures exacerbated by the Russia—Ukraine war, each
episode illustrates how structural fragility in the South can produce ripple
effects that reshape global governance agendas, international capital flows, and
policy responses in advanced economies (Obi, 2020; Phillips, 2005). These
crises show that the South is not merely a passive recipient of global shocks,
but a central arena where the contradictions and instabilities of global

capitalism become most visible.
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For scholars and practitioners of international political economy, the
implications are profound. The crises of the Global South cannot be treated as
marginal or external to the functioning of the world economy; they constitute
core challenges that reveal systemic weaknesses in global governance and
structural imbalances in the distribution of economic power. Persistent
inequalities in trade, finance, and development undermine not only the
prospects for sustainable growth in the South but also the long-term resilience
of the global system as a whole. Global governance mechanisms—ranging
from IMF stabilization programs to WTO regulations—may offer temporary
relief, yet they often fall short of addressing the underlying structural
asymmetries that perpetuate vulnerability. Without deliberate efforts to reform
these institutions in inclusive, equitable, and development-oriented ways, the
international system risks sustaining a pattern in which instability is
continuously reproduced and disproportionately borne by the Global South.

Ultimately, the health of the international political economy is
inseparable from the fate of the Global South. A stable, just, and prosperous
world order requires recognizing that reducing economic fragility in developing
countries is not an act of humanitarian benevolence but a fundamental necessity
for global stability. The future of globalization, effective international
cooperation, and credible global governance depends on building an economic
system in which all regions—regardless of historical disadvantage—can
participate meaningfully and benefit equitably from global integration. The
path toward such a system demands structural reforms, genuine multilateralism,
and a rethinking of the paradigms that have long governed development policy.
Only by addressing the deep-seated inequalities that shape the experiences of
the Global South can the international community hope to break the cycle of
crisis and lay the foundations for a more resilient and inclusive global political

economy.
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INTRODUCTION

The twenty-first century is witnessing a profound transformation of
global energy systems. Rising demand for renewable energy, intensifying
concern over climate change, and shifting geopolitical priorities are
accelerating the transition from fossil fuels to low-carbon technologies.
International institutions such as the International Renewable Energy Agency
(IRENA) and the International Energy Agency (IEA) project that under
ambitious decarbonization scenarios, the installed capacity of renewables and
critical materials for energy storage and clean technologies must increase
multiple times over 2020 levels by 2050 (IRENA, 2022; IEA, 2022). This
transition is not merely technological; it is fundamentally political and
economic. States compete for secure supply chains of critical minerals,
reshaping trade, investment, and foreign policy in response to new energy
vulnerabilities (Brookings, 2025). For Africa, the energy transition presents
both acute challenges and unprecedented opportunities. Many African
economies remain heavily dependent on fossil fuel exports—including oil, gas,
and coal for government revenue, foreign exchange, and employment. As
industrialized nations commit to net-zero targets and fossil fuel demand
becomes increasingly volatile, resource-dependent economies face risks of
fiscal shocks, balance-of-payments pressures, and social unrest unless
diversification strategies are implemented (Brookings, 2025; Baker McKenzie,
2024). Simultaneously, Africa controls significant reserves of critical minerals
essential for renewable energy technologies, including cobalt, lithium, copper,
and rare earth elements. These resources could become strategic assets if
governance frameworks, infrastructure investment, and global partnerships are
effectively leveraged (CLG Global, 2024).

This chapter examines how Africa’s strategic position within the
international political economy is being reshaped by the energy transition.
Specifically, it seeks to: (a) analyze how global shifts in energy demand and
technology affect Africa’s external dependencies and governance structures;
(b) explore case studies of Nigeria, the DRC, and South Africa to assess
differential trajectories of risk and opportunity; and (c) identify policy pathways
to strengthen African agency, enhance economic diversification, and reposition

the continent in global energy and mineral supply chains.
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By integrating geopolitical and resource perspectives, this study
contributes to International Political Economy scholarship and situates Africa’s
energy transition beyond environmental and technical debates, focusing instead
on power, dependency, and institutional capacity.

1. THEORETICAL AND CONCEPTUAL FRAMEWORK

Understanding the geopolitics of Africa’s energy transition requires
clarity on several interrelated concepts. Energy transition refers to the technical,
socio-political, and economic shift from fossil fuels to low-carbon and
renewable energy sources, including solar, wind, and battery storage systems.
Resource crisis encompasses fiscal stress in resource-dependent economies,
supply chain disruptions of critical minerals, and inequalities in the distribution
of energy transition costs and benefits. Critical minerals, such as cobalt,
lithium, nickel, and rare earth elements, are essential for renewable energy
technologies and battery systems, making their governance and trade central to
strategic calculations. Geopolitical shift captures the redistribution of power,
trade, investment, and diplomatic leverage driven by changing energy demand,
supply vulnerabilities, and competition among state and non-state actors.

This chapter employs three complementary theoretical Ilenses:
Dependency Theory, Structural Realism, and World-Systems Analysis.
Dependency Theory explains how Africa’s historical and contemporary
relationships with external capital, multinational corporations, and international
financial institutions reproduce peripheral dependency. African states often
supply raw materials and critical minerals while capturing limited downstream
value from processing, technological innovation, or industrialization
(Nakanwagi, 2023). World-Systems Analysis situates Africa within a global
core-periphery-semi-periphery structure, suggesting that although the energy
transition may shift power dynamics, inequalities in technology, patents, and
economic influence persist. Core and semi-periphery states—such as China, the
EU, and technologically advanced middle powers—retain control over
renewable technology and supply chains (Lee, Ahuja, & Cavoski, 2024).
Structural Realism emphasizes how states operate in an anarchic international

system, competing for security and strategic advantage.
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Control over critical minerals and secure supply chains becomes a tool
of state power, reflecting broader patterns of strategic rivalry. Integrating these
frameworks situates Africa’s energy transition within broader International
Political Economy debates. First, it informs discussions of the resource curse
versus resource blessing, highlighting when mineral wealth can generate
development versus dependency and crisis. Second, it intersects with literature
on global environmental governance and climate justice, emphasizing how
African states negotiate obligations under climate agreements, carbon border
adjustments, and international norms while managing structural vulnerabilities
such as debt and governance deficits. Third, the frameworks connect to geo-
economic debates, focusing on trade, investment, industrial policy, and state
capacity—especially regarding value capture, technological innovation, and
management of supply chain risks (Overland, Bazilian, & Vakulchuk, 2019;
Sovacool et al., 2022). Together, these lenses allow for an integrated analysis
of Africa’s structural constraints and strategic opportunities in the evolving
global energy landscape.

2. THE GLOBAL ENERGY TRANSITION AND

EMERGING GEOPOLITICS

The global energy transition represents one of the most profound
structural transformations of the twenty-first century. Driven by urgent
decarbonization imperatives under the Paris Agreement, rapid technological
innovation, and heightened public awareness of climate risks, states and
corporations are shifting investment from fossil fuels toward renewable and
low-carbon energy sources. According to the International Energy Agency
(IEA, 2023), renewable energy capacity additions reached record highs in 2022,
with solar photovoltaic and wind technologies accounting for more than 80%
of new installations worldwide. This expansion is accompanied by increased
electrification across transportation, heating, and industry, intensifying demand
for critical minerals essential for batteries and energy storage systems (World
Bank, 2020; Sovacool et al., 2022). While promising environmental
sustainability, the transition also creates new geopolitical vulnerabilities, as
access to critical resources, technological know-how, and secure supply chains
become determinants of global power.
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Shifts in energy hierarchies are evident as fossil fuels once central to the
dominance of petrostates and energy superpowers gradually lose strategic
primacy. Although oil and gas remain vital in the short to medium term,
structural declines in global demand for coal and conventional oil are projected
beyond 2030 (BP, 2022; IEA, 2023). This transition undermines the leverage
of traditional hydrocarbon exporters, particularly in the Global South, while
elevating the geopolitical relevance of states controlling renewable
technologies, rare earth elements, and advanced manufacturing capacities. The
emergence of “mineral states” and renewable technology hubs illustrates a shift
from exclusive dependence on fossil fuels toward multipolar nodes of influence
centered on industrial capacity, technological innovation, and global supply
chain integration (Overland, Bazilian, & Vakulchuk, 2019). Major powers play
a pivotal role in shaping the emerging energy geopolitics. The United States
seeks to combine domestic decarbonisation evident in the Inflation Reduction
Act of 2022 with securing critical minerals and reshoring supply chains to
reduce dependency on China. The European Union, through the European
Green Deal and carbon border adjustment mechanisms, leverages regulatory
power and trade conditionalities to influence global markets (Szulecki &
Overland, 2020). China has positioned itself as the world’s leading producer of
solar panels, batteries, and rare earth processing, using state-backed industrial
capacity and financing to dominate green supply chains (Zhang & Gallagher,
2022). In contrast, Russia remains heavily reliant on hydrocarbon exports, with
its geopolitical leverage diminished in Europe following diversification away
from Russian gas post-Ukraine invasion, although it continues to influence
certain fossil-fuel-dependent economies (Bradshaw, 2022). These dynamics
demonstrate that decarbonization is not merely a technological shift but a
geopolitical reordering, where competition for resources, technology, and
influence intensifies.

For Africa, these global shifts present both risks and opportunities.
Declining demand for fossil fuels exposes traditional exporters to fiscal shocks
and economic instability, while rising global demand for critical minerals

positions the continent strategically.
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The geopolitics of the energy transition thus embodies a complex
interplay of opportunity and vulnerability, where African states must navigate
external pressures, resource dependencies, and regional cooperation initiatives
to maximize benefits and mitigate risks.

3. AFRICA AND THE RESOURCE CRISIS IN THE

ENERGY TRANSITION

Africa’s participation in the global energy transition is shaped by its
persistent dependence on hydrocarbon exports, particularly in countries such as
Nigeria, Angola, and Algeria. These states have historically derived the bulk of
government revenue and foreign exchange from oil and gas exports, leaving
them highly vulnerable to market fluctuations (OPEC, 2022). The structural
decline in global fossil fuel demand, accelerated by decarbonization policies in
the Global North, threatens fiscal stability and social welfare (Obi, 2020; IEA,
2023). Nigeria, for example, earns over 85% of its export revenues from oil,
exposing the economy to fiscal deficits, rising debt, and challenges in financing
public services as global demand patterns shift (Ebohon & Ikeme, 2019).
Angola and Algeria face similar challenges, balancing domestic energy needs
with declining external rents, highlighting the urgent requirement for economic
diversification and structural reform. Beyond hydrocarbons, Africa is central to
the supply of critical minerals essential for renewable energy technologies. The
Democratic Republic of Congo (DRC) accounts for over 70% of global cobalt
production, vital for lithium-ion batteries used in electric vehicles and grid
storage (World Bank, 2020; Sovacool et al., 2022). Zambia is a leading
producer of copper, essential for renewable energy infrastructure, while South
Africa controls significant platinum group metal reserves, critical for hydrogen
fuel cells and catalytic converters (USGS, 2023). While these resources
position Africa as strategically important in the global energy transition, they
also create new dependencies. Foreign corporations—particularly Chinese
firms in Central Africa and European and North American multinationals—
dominate extraction, processing, and trade, reproducing historical patterns of
peripheral dependency (Mthembu-Salter, 2022).
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These dynamics elevate the risks of resource nationalism, foreign
exploitation, and a renewed “resource curse.” Governments may attempt to
assert sovereignty through higher royalties, export restrictions, or local
beneficiation requirements, as observed in Zambia and Zimbabwe (Kinyondo
& Kuyvenhoven, 2021). Conversely, weak governance, corruption, and
pressures from powerful states or multinational corporations can perpetuate
exploitative extraction, creating structural vulnerability. The scramble for
critical minerals echoes earlier colonial patterns, prompting fears of a “green
resource curse,” where Africa supplies the raw materials for the global clean
energy economy without achieving substantive domestic industrialization or
socio-economic transformation (Morris, Kaplinsky, & Kaplan, 2020; Carmody
et al, 2022). Consequently, Africa’s position in the energy transition is
simultaneously one of strategic opportunity and structural fragility.

4. CASE STUDIES

Nigeria: Qil Dependence, Fiscal Vulnerability, and Energy

Diversification Challenges

Nigeria exemplifies Africa’s fossil fuel dependence and the
vulnerabilities this generates in the context of global energy transition.
Petroleum accounts for over 85% of export earnings and nearly 50% of
government revenues, making fiscal stability and macroeconomic management
heavily dependent on global oil markets (OPEC, 2022; World Bank, 2023).
Historical shocks—such as the 20142016 oil price collapse and the COVID-
19 pandemic—exposed the fragility of Nigeria’s rentier economy, manifesting
in ballooning debt, inflationary pressures, and persistent budget deficits (Obi,
2020; Okonjo-Iweala, 2021).

The ongoing global energy transition presents additional challenges. As
international demand for crude oil plateaus and eventually declines, Nigeria
risks significant revenue loss, which could exacerbate macroeconomic
vulnerabilities and social instability (IEA, 2023). Efforts to diversify the
economy, including renewable energy initiatives under the Nigeria Economic
Sustainability Plan, face structural obstacles such as inadequate infrastructure,
corruption, and policy inconsistency (Akinola & Ebohon, 2021).
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Moreover, entrenched oil subsidies crowd out investment in clean energy
alternatives, while security challenges in the Niger Delta further complicate
governance and resource management. Nigeria’s experience underscores the
broader dilemma for hydrocarbon-dependent African states: diversification is
as much a political and institutional challenge as an economic necessity.

Democratic Republic of Congo (DRC): Cobalt Mining, Global

Supply Chains, and Governance Issues

The Democratic Republic of Congo holds a central position in the global
renewable energy transition due to its unparalleled cobalt reserves, which
constitute more than 70% of global production (USGS, 2023). Cobalt is
indispensable for lithium-ion batteries used in electric vehicles and grid energy
storage systems, placing the DRC at the core of renewable energy supply chains
(Sovacool et al., 2022).

However, governance issues constrain the country’s ability to translate
resource wealth into sustainable development. Chinese firms dominate
industrial-scale cobalt mining through joint ventures, while artisanal and small-
scale mining (ASM) contributes up to 20% of output under hazardous
conditions (Mthembu-Salter, 2022). Reports of child labor, environmental
degradation, and opaque contracts raise ethical and operational concerns
(Amnesty International, 2021). Despite global demand, the Congolese state
captures limited revenue due to fiscal mismanagement and elite capture, while
multinational corporations disproportionately benefit from downstream
processing and manufacturing (Kaplinsky et al., 2022). The DRC exemplifies
“green extractivism,” where the renewable energy revolution risks reproducing
historical patterns of peripheral dependency unless governance reforms and

international accountability mechanisms are implemented.

South Africa: Energy Mix, Coal Decline, and Renewable

Adoption Struggles

South Africa represents a different set of dynamics as the continent’s
most industrialized economy contends with coal decline and the transition to

renewables.
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Coal historically accounts for over 80% of electricity generation through
the state utility Eskom, making the country one of the most carbon-intensive
economies globally (Department of Mineral Resources and Energy [DMRE],
2021). Aging infrastructure, corruption, and recurring load-shedding episodes
reveal deep vulnerabilities in the energy sector (Baker et al., 2022).
International pressure for decarbonization, alongside the Just Energy Transition
Partnership (JETP) initiated at COP26, has opened opportunities for renewable
energy investment, including solar, wind, and green hydrogen technologies
(IEA, 2022). Progress, however, is hindered by policy uncertainty, entrenched
coal interests, and socio-economic challenges affecting coal-dependent
communities (Swilling et al., 2022). Eskom reform, labor union resistance, and
debates over energy sovereignty further complicate the transition. South Africa
highlights how energy transition in industrialized African states is intertwined
with domestic institutional reform, social justice, and redistribution of energy
access, in addition to global market and resource dynamics.

4.1 Comparative Synthesis

The three case studies collectively reveal the uneven ways in which
Africa is embedded in the geopolitics of energy transition. Nigeria illustrates
the vulnerability of hydrocarbon-dependent economies, where rentier structures
and political inertia impede diversification despite declining global oil demand.
The DRC demonstrates the paradox of critical mineral wealth: global demand
places the country at the center of renewable supply chains but exposes it to
external control, governance challenges, and potential exploitation. South
Africa, by contrast, presents the political economy of energy transition in a
carbon-intensive, industrialized setting, where structural reforms, labor
dynamics, and social justice shape the pace and nature of renewable adoption.
Across these cases, recurring themes emerge: resource dependence, governance
fragility, exposure to global market fluctuations, and structural inequalities in
value capture. Simultaneously, opportunities exist for strategic repositioning.
Africa’s abundant mineral wealth, renewable potential, and growing
participation in global governance institutions can be leveraged to enhance

bargaining power, attract investment, and advance technological capacity.
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However, success depends on coherent national policies, regional
cooperation, and proactive engagement in international political economy
arenas. The comparative analysis underscores the dual character of Africa’s
position: vulnerable to structural shocks yet strategically pivotal in shaping the
global energy order.

5. AFRICA’S STRATEGIC POSITION IN THE

INTERNATIONAL POLITICAL ECONOMY OF ENERGY

Africa’s role in the evolving international political economy of energy is
shaped by its unique resource endowments, participation in global governance
platforms, and the intensifying competition among major powers for access to
critical minerals and energy infrastructure. Historically, African states have
occupied a marginal position in global energy governance, often constrained by
limited bargaining power, weak institutional capacity, and dependence on
foreign finance and technology. However, the global energy transition offers
both challenges and strategic openings for African states to reposition
themselves as indispensable actors in global energy systems. By leveraging its
resource wealth, renewable energy potential, and regional cooperation
frameworks, Africa can exercise influence over critical decision-making
processes, mitigate dependency risks, and enhance long-term developmental
outcomes (African Union, 2022; UNECA, 2021).

Participation in multilateral institutions provides a key avenue for
enhancing Africa’s strategic leverage. African oil-producing states, such as
Nigeria and Angola, wield influence within OPEC by contributing to
production decisions that affect global oil prices, albeit with limited capacity to
counterbalance dominant producers like Saudi Arabia (OPEC, 2022). Beyond
hydrocarbons, the African Union (AU) has sought to project a continental voice
on energy transition through initiatives embedded in Agenda 2063,
emphasizing equitable access to finance, technology transfer, and industrial
development. African negotiators have also actively engaged in United Nations
Framework Convention on Climate Change (UNFCCC) COP summits,
advancing principles such as “common but differentiated responsibilities” to
ensure that global decarbonization does not exacerbate inequalities between the
Global North and South (UNFCCC, 2022).
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Engagement in BRICS, particularly by South Africa, provides additional
channels for influencing global discussions on green industrialization, climate
finance, and alternative mechanisms for resource and technology governance.
Despite these avenues, African states face challenges due to fragmented policy
positions, divergent national interests, and limited implementation capacity,
which constrain their collective impact in global forums.

Geopolitical rivalries over Africa’s resources further shape the
continent’s strategic position. The growing demand for critical minerals
essential to renewable technologies has intensified competition among global
powers. China has entrenched its influence through infrastructure-for-resources
deals, majority stakes in cobalt, copper, and lithium mining, and control over
downstream processing facilities across Central and Southern Africa
(Mthembu-Salter, 2022). The United States, via the Minerals Security
Partnership launched in 2022, seeks to diversify supply chains and secure
partnerships with African governments to reduce reliance on Chinese-
controlled markets (U.S. State Department, 2022). The European Union has
adopted regulatory and trade instruments, such as the Critical Raw Materials
Act (2023), to secure long-term access to essential minerals while promoting
sustainability and transparency standards (Szulecki & Overland, 2020). These
rivalries create both opportunities and risks: Africa can leverage competition to
negotiate better terms for extraction, processing, and investment, yet it also
risks reinforcing external dependency and governance challenges if strategic
engagement is not carefully managed.

Regional integration offers a potential mechanism to strengthen Africa’s
collective bargaining power and mitigate external pressures. The African
Continental Free Trade Area (AfCFTA), launched in 2021, provides a platform
for harmonizing trade policies, facilitating regional value chains in critical
minerals, and reducing overdependence on external markets (UNECA, 2021).
Complementary initiatives, such as the Africa Renewable Energy Initiative
(AREI) and the Africa Mining Vision (AMYV), aim to promote industrialization,
technology transfer, and resource sovereignty through coordinated
infrastructure investments and policy alignment (UNECA & AU, 2020).
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Sub-regional bodies, including ECOWAS, have initiated cross-border
energy projects like the West African Power Pool, designed to optimize
electricity generation and distribution across member states. Collectively, these
frameworks offer Africa the potential to transform its abundant resource base
and renewable energy potential into strategic leverage, enabling the continent
to negotiate from a position of strength in global energy governance.

Nevertheless, the realization of Africa’s strategic potential requires
addressing structural and institutional constraints. Governance deficits,
political instability, corruption, and weak regulatory frameworks continue to
hinder effective resource management and investment attraction. Furthermore,
technological gaps and limited human capital in high-value segments of
renewable energy and critical mineral processing restrict Africa’s ability to
capture downstream value (Kaplinsky et al.,, 2022). To maximize strategic
gains, African states must prioritize transparent governance, capacity-building,
and regional collaboration while strategically engaging with international
partners to secure technology transfer, climate finance, and equitable market
access. By doing so, Africa can move from a peripheral supplier of raw
materials to a proactive architect of its own energy and economic future. In
sum, Africa’s strategic position in the international political economy of energy
is characterized by a duality: structural vulnerabilities persist, but opportunities
for agency and leverage are substantial. Participation in global governance
institutions, regional integration, and proactive engagement with competing
powers can enhance Africa’s bargaining power. The continent’s abundant
critical minerals and renewable energy potential provide the material basis for
this influence. However, translating these opportunities into sustainable
developmental outcomes hinges on coherent national policies, effective
governance, technological capacity, and strategic regional cooperation. Africa
stands at a crossroads: it can either remain subject to externally driven
extractive dynamics or assert itself as a decisive stakeholder in the emerging

geopolitics of energy transition.
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6. POLICY IMPLICATIONS AND PATHWAYS FORWARD

Rethinking energy security in Africa requires a paradigm shift that goes
beyond traditional fossil fuel dependence to embrace a comprehensive
framework encompassing renewable energy, technological innovation, and
regional cooperation. Historically, African energy security has been narrowly
defined in terms of oil, gas, and electricity supply. Yet nearly 600 million
people on the continent still lack reliable access to electricity, highlighting
persistent vulnerabilities in energy infrastructure and governance (IEA, 2022).
In the era of decarbonization, energy security must also integrate climate
resilience, affordability, and sustainability. Investments in decentralized
renewable energy systems, such as mini-grids, solar home systems, and hybrid
solutions, can address rural electrification gaps, reduce reliance on imported
fossil fuels, and enhance resilience against global energy price volatility.
Aligning national energy strategies with climate adaptation and mitigation
objectives ensures that Africa’s energy transition not only supports
development but also reduces structural vulnerabilities to both economic and
environmental shocks.

Diversification of African economies is equally critical. Overdependence
on fossil fuel rents has locked countries like Nigeria, Angola, and Algeria into
cycles of economic volatility and fiscal fragility (Obi, 2020). Transitioning
toward renewable energy industries, green manufacturing, and digital
innovation provides avenues for job creation, technological upgrading, and
increased economic resilience. The African Continental Free Trade Area
(AfCFTA) offers an enabling framework to establish regional value chains in
renewable technologies, allowing countries with abundant critical minerals
such as cobalt in the DRC, copper in Zambia, and platinum in South Africa to
integrate into higher value-added segments of global supply chains (UNECA,
2021). Effective mobilization of both domestic and international finance is
essential to bridge Africa’s $100 billion annual infrastructure gap. Innovative
financial instruments green bonds, blended finance, and Just Energy Transition
Partnerships (JETPs) can support investments in renewable energy, provided
they prioritize African ownership, equitable outcomes, and long-term
sustainability (IEA, 2022; Baker et al., 2022).
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Strengthening governance and transparency in resource management is
another cornerstone of sustainable energy transition. Africa’s “green resource
curse” risk remains significant, particularly in critical mineral-rich states such
as the DRC and Zambia, where weak institutions and elite capture impede
equitable resource distribution (Sovacool et al., 2022). Governments must
adopt comprehensive governance frameworks that enforce contract
transparency, environmental safeguards, and community participation in
resource planning. Regional initiatives such as the Africa Mining Vision
(AMV) provide strategic guidance for integrating mineral extraction into
broader developmental objectives rather than perpetuating raw-material
dependency (UNECA & AU, 2020). International partnerships, including
participation in the Extractive Industries Transparency Initiative (EITI) and
application of digital technologies like blockchain, can enhance supply chain
traceability, reduce corruption, and ensure that benefits from resource
exploitation are equitably shared. Such measures not only mitigate exploitation
risks but also increase Africa’s negotiating leverage in global energy markets.

Finally, positioning Africa as an indispensable stakeholder in the global
energy order requires proactive diplomacy, coalition-building, and agenda-
setting. The continent must transition from being a passive resource supplier to
an active co-architect of global energy governance. Leveraging multilateral
platforms such as the AU, AfCFTA, BRICS, and the G20 allows Africa to
shape rules around carbon markets, climate finance, and technology transfer. A
unified continental narrative linking energy transition with development justice
can compel global partners to respect Africa’s strategic interests, ensuring that
decarbonization does not replicate historical patterns of economic inequality.
By presenting itself as both a supplier of critical minerals and a frontier for
renewable energy deployment, Africa can negotiate favorable technology
transfer agreements, concessional financing, and equitable trade arrangements.
This strategic repositioning transforms Africa from a vulnerable participant in
global energy politics into a decisive actor capable of influencing the trajectory
of the international political economy.

In summary, the policy implications of Africa’s energy transition are
multidimensional. Ensuring energy security requires investments in

decentralized renewable systems and alignment with climate resilience goals.
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Economic diversification and regional cooperation, facilitated by
frameworks such as AfCFTA, can unlock industrial upgrading and value
addition. Governance reforms, transparency mechanisms, and community
participation are essential to avoid the “green resource curse” and enhance
negotiating power. Finally, Africa must assert its strategic position in
international forums, leveraging collective platforms to shape global energy
governance. By adopting these pathways, African states can transform their
dual vulnerability into strategic opportunity, ensuring that the continent not
only participates in but also helps define the rules of the emerging energy order.

CONCLUSION

This chapter has examined the geopolitics of energy transition and its
implications for Africa’s strategic positioning in the international political
economy. The analysis demonstrates that the global shift from fossil fuels to
renewables represents both a disruptive challenge and a transformative
opportunity for the continent. Africa’s heavy reliance on oil, gas, and mineral
exports exposes states to fiscal vulnerability, particularly as demand for
hydrocarbons declines under global decarbonization trends. Countries such as
Nigeria exemplify the risks of rentier dependency, where economic and
political structures are tightly bound to fossil fuel revenues, rendering the
economy susceptible to price shocks, fiscal deficits, and social instability.
Simultaneously, Africa’s vast endowments of critical minerals—cobalt in the
DRC, copper in Zambia, and platinum in South Africa—position the continent
as a central player in global renewable energy supply chains. Yet, these
opportunities are tempered by historical patterns of dependency, weak
governance, and the strategic interests of foreign powers, which often control
extraction and downstream processing, perpetuating structural inequalities.

The comparative case studies of Nigeria, the Democratic Republic of
Congo, and South Africa illustrate the diverse dimensions of Africa’s energy
transition. Nigeria highlights the fiscal and social vulnerabilities of oil-
dependent economies. The DRC underscores the paradox of critical mineral
wealth, where global demand confers strategic relevance but also generates

governance and exploitation challenges.
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South Africa demonstrates the complexities of managing energy
transitions in industrialized settings, where domestic institutional reforms, labor
dynamics, and social equity concerns intersect with global market pressures.
Across these cases, Africa’s structural dilemmas—resource dependence,
governance fragility, and exposure to external pressures—coexist with
opportunities for strategic repositioning. The continent’s ability to capture
value from renewable energy and critical minerals will depend on its capacity
to navigate internal governance reforms, regional cooperation, and competitive
global dynamics.

Policy and strategic implications are clear. Africa must prioritize energy
diversification, renewable infrastructure investments, and climate-resilient
strategies to reduce vulnerability to global shocks. Strengthening governance,
transparency, and accountability in resource management is essential to avoid
a “green resource curse” and maximize domestic value capture. At the same
time, Africa must assert itself in international forums, leveraging collective
platforms such as the African Union, AfCFTA, BRICS, and COP summits to
influence global energy governance, secure technology transfer, and negotiate
equitable trade and finance arrangements. By aligning domestic, regional, and
international strategies, Africa can move from being a peripheral supplier of
raw materials to an indispensable actor shaping the emerging energy order.
Ultimately, the geopolitics of energy transition places Africa at a crossroads.
The continent faces a dual challenge: mitigating vulnerability from declining
fossil fuel demand while strategically harnessing renewable energy potential
and critical mineral wealth. With coordinated policy, robust governance, and
strategic diplomacy, Africa can transform these challenges into opportunities
for sustainable development, industrial upgrading, and geopolitical influence.
This chapter underscores the importance of a proactive, multidimensional
approach to energy transition, situating Africa not merely as a reactive
participant but as a decisive and strategic stakeholder in the global political

economy of energy.
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INTRODUCTION

The study of International Political Economy (IPE) is fundamentally
concerned with the dynamic relationship between power and markets, and how
crises reshape both. At its core, IPE explores the ways in which politics and
economics intersect, mutually reinforcing and constraining each other in
shaping the global order. In this context, three central concepts—power,
markets, and crisis—emerge as the analytical pillars for understanding
contemporary global transformations. Their interaction not only influences
patterns of wealth, inequality, and governance but also defines the resilience
and vulnerability of international systems.

Defining the Key Concepts

Power in IPE extends beyond traditional notions of military strength or
political authority. It encompasses the capacity of states, institutions, and
transnational actors to shape outcomes in economic and political domains.
Power is expressed not only through coercion and control but also through
agenda-setting, norm creation, and institutional design. For instance, the ability
of the United States to influence global financial governance through the
International Monetary Fund (IMF) or the capacity of China to reshape trade
flows via the Belt and Road Initiative are manifestations of power in the
economic realm. In times of crisis, the distribution and exercise of power often
determine which actors bear the costs of instability and who emerges stronger.

Markets represent the global arena where resources are produced,
exchanged, and allocated. They are shaped by both economic logics of supply
and demand and the political frameworks that regulate them. In IPE, markets
are not neutral or self-regulating mechanisms but are embedded within
structures of power, ideology, and governance. Crises expose these
embeddedness by demonstrating how regulatory choices, political rivalries, and
institutional weaknesses can destabilize seemingly efficient markets. The
collapse of Lehman Brothers in 2008, for example, highlighted how
unregulated financial innovation and inadequate oversight could trigger

systemic shocks with worldwide consequences.
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Crisis refers to a period of disruption that unsettles established systems
and undermines their capacity to function normally. Crises may be economic
(financial crashes, debt defaults), political (state collapse, regime instability),
environmental (climate change, resource depletion), or increasingly hybrid in
nature, cutting across multiple domains. What makes crises central to IPE is
their transformative character: they reveal structural contradictions, redistribute
power, and often serve as catalysts for institutional reform or geopolitical

realignment.

The Importance of Studying Intersections

Understanding the intersections of power, markets, and crisis is crucial
for several reasons. First, crises rarely emerge from isolated economic or
political causes; they are typically the outcome of complex interdependencies.
The global financial crisis of 2008, for instance, was not simply a failure of
financial markets but also a reflection of political choices regarding
deregulation, neoliberal policy frameworks, and the dominance of finance in
the global economy. Similarly, the COVID-19 pandemic was both a public
health emergency and an economic crisis, magnified by global supply chain
vulnerabilities and uneven political responses.

Second, the interaction of these forces highlights the asymmetrical nature
of global crises. Power determines which actors can shield themselves from
economic downturns, transfer costs onto weaker states, or use crises
strategically to advance geopolitical objectives. Emerging economies in the
Global South often bear disproportionate burdens of debt crises, food
insecurity, and climate shocks, while powerful states and institutions maintain
relative resilience. This asymmetry underscores the political economy of
vulnerability and resilience.

Finally, the study of these intersections is vital for anticipating future
challenges. As globalization deepens, crises have become more systemic and
contagious. Financial instability in one part of the world rapidly spills over into
others, energy crises tied to geopolitical conflicts reverberate across continents,

and climate change has created a permanent crisis with global consequences.
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By analyzing how power and markets interact during these moments of
upheaval, IPE provides tools to understand not only the immediate
consequences but also the long-term transformations in global governance and

economic order.

Historical and Contemporary Contexts

Historically, crises have been pivotal in reshaping the global political
economy. The Great Depression of the 1930s exposed the fragility of laissez-
faire capitalism and paved the way for the rise of welfare states and Keynesian
economics. The oil shocks of the 1970s revealed the geopolitical importance of
energy markets and underscored the vulnerabilities of industrial economies to
resource dependence. The Asian Financial Crisis of 1997-98 highlighted the
risks of rapid liberalization in emerging markets and the role of international
institutions in crisis management, often with contested legitimacy.

Contemporary crises have deepened the entanglement between power
and markets. The 2008 Global Financial Crisis demonstrated the systemic risks
inherent in financial globalization and the centrality of U.S. financial
institutions in shaping global economic stability. The COVID-19 pandemic
brought unprecedented disruptions to trade, supply chains, and labor markets,
while simultaneously intensifying political rivalries over vaccine access and
global health governance. More recently, the Russia—Ukraine war has triggered
energy and food crises with global ramifications, underscoring how geopolitical
conflicts are increasingly inseparable from economic volatility.

At the same time, long-term structural crises such as climate change and
technological disruption have added new dimensions to the IPE landscape.
Climate change represents not only an environmental crisis but also a profound
economic and political challenge, threatening agricultural systems, displacing
populations, and straining global institutions. Similarly, the digital economy,
while a source of growth, introduces vulnerabilities such as cyberattacks,
surveillance capitalism, and the monopolization of data by powerful
corporations.

71



ENERGY, FINANCE AND GEOPOLITICS IN THE GLOBAL ECONOMY

Towards a Crisis-Centered IPE

By situating crises at the center of analysis, this chapter underscores the
transformative potential of disruption in reshaping global order. Crises are not
anomalies but integral features of the international system, revealing underlying
tensions between political authority and economic interdependence. They force
states, markets, and institutions to adapt, often leading to new balances of power
and redefined governance structures.

Thus, the exploration of power, markets, and crises is not simply an
academic exercise but a pressing necessity in a world marked by accelerating
uncertainty. Understanding these dynamics provides insight into the structural
contradictions of globalization, the fragility of global governance, and the
prospects for building more resilient and equitable political-economic systems.

1. THEORETICAL PERSPECTIVES

The study of crises in International Political Economy (IPE) requires
engagement with the diverse theoretical traditions that frame how power and
markets interact. Each school of thought offers a distinctive lens for interpreting
why crises emerge, how they unfold, and what implications they carry for
global order. While no single theory provides a comprehensive account, taken
together these perspectives illuminate the multidimensional nature of crises in
political and economic life.

Realist Interpretations of Crises

Realism, rooted in classical political thought and revived in the twentieth
century, emphasizes power, security, and national interest as the primary
drivers of international relations. Within IPE, realist scholars argue that
economic relations are subordinate to political and security imperatives. States
remain the key actors, and markets are instruments through which power is
projected or contested.

From a realist perspective, crises often emerge from geopolitical rivalries
and the pursuit of relative gains. Economic interdependence does not guarantee

stability; instead, it creates vulnerabilities that states may exploit.
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For example, the 1973 oil crisis demonstrated how resource control could
be wielded as a geopolitical weapon, while the recent Russia—Ukraine war has
underscored the use of energy dependence as leverage in international conflicts.
Realists also highlight the risks of hegemonic decline: as dominant powers
weaken, uncertainty grows, increasing the likelihood of conflict and economic
instability.

Crises, therefore, are not anomalies but integral to a world of anarchy
and competition. They serve as reminders that global markets cannot be
separated from the struggles for power and security.

Liberal Interpretations of Crises

Liberalism provides a contrasting view, emphasizing cooperation,
institutions, and interdependence as stabilizing forces in the international
system. According to liberal IPE, markets can foster mutual gains, and crises
are best understood as failures of institutions, coordination, or transparency
rather than inevitable outcomes of power struggles.

From this perspective, crises such as the 2008 Global Financial Crisis are
seen as failures of regulatory frameworks and insufficient international
cooperation. Liberal theorists argue that strengthening global institutions like
the International Monetary Fund (IMF), World Bank, and World Trade
Organization (WTQO) can mitigate instability by providing information, rules,
and mechanisms for crisis management. Similarly, the institutional response to
COVID-19 through initiatives like COVAX illustrates the liberal belief in
collective problem-solving, even if the outcomes were uneven.

For liberals, crises are opportunities to reform and deepen international
cooperation, reinforcing the role of norms and institutions in managing
globalization.

Marxist Interpretations of Crises

Marxist and neo-Marxist traditions approach crises as inherent features
of capitalism rather than accidental disruptions. Drawing on Karl Marx’s
analysis of capital accumulation, overproduction, and contradictions between
labor and capital, Marxist scholars argue that crises arise from the internal

dynamics of capitalist economies.
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David Harvey, Immanuel Wallerstein, and other critical theorists
emphasize that global capitalism is marked by cycles of expansion and
contraction, where crises function as mechanisms of restructuring and renewal.
For instance, the 2008 financial crash is interpreted as a crisis of neoliberal
capitalism, exposing the unsustainable reliance on speculative finance and
deepening global inequalities. Similarly, debt crises in the Global South are
understood not as mismanagement but as structural consequences of
dependency and exploitation in the world capitalist system.

Marxist perspectives highlight that crises disproportionately affect
marginalized populations, while elites often emerge stronger, consolidating
wealth and power. In this sense, crises are not merely economic downturns but

processes of class struggle, dispossession, and systemic reproduction.

Critical and Constructivist Approaches
Beyond the traditional paradigms, critical and constructivist approaches
provide additional insights into the politics of crises.

e Hegemonic Stability Theory (HST): Drawing from both realist and
liberal traditions, HST suggests that global order is most stable when a
single dominant power—or hegemon—provides public goods such as
security, open markets, and a stable currency. Charles Kindleberger
famously argued that the Great Depression was exacerbated by the
absence of hegemonic leadership after Britain’s decline and before the
U.S. assumed global responsibility. Crises, therefore, can be linked to
periods of hegemonic transition, such as the current debates about U.S.
decline and the rise of China.

e Dependency Theory: Emerging from Latin American scholarship,
dependency theory critiques the assumption that globalization benefits
all. Instead, it posits that the global economy is structured in a core-
periphery hierarchy, where peripheral economies are locked into
dependence on developed states through unequal trade, debt, and
investment relations. Crises in the Global South—such as recurring debt
defaults—are thus seen as products of structural subordination rather
than domestic mismanagement.
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e World-Systems Theory: Developed by Immanuel Wallerstein, this
perspective expands dependency insights into a broader historical
framework, viewing the global economy as an integrated capitalist
system characterized by cycles of crisis and systemic reorganization.
World-systems analysis interprets crises not as isolated events but as
manifestations of long-term shifts in the global division of labor and
power.

e Constructivism: Constructivist scholars emphasize the role of ideas,
norms, and identities in shaping how crises are understood and responded
to. A financial collapse, for instance, is not only an economic event but
also a social construct shaped by perceptions of legitimacy, trust, and
credibility. The framing of the eurozone crisis as one of “fiscal
irresponsibility” rather than structural design flaws reflects how

narratives and discourses influence policy responses.

Comparative Reflections

Each theoretical lens provides valuable insights but also limitations.
Realism underscores the role of power but often underplays the potential for
cooperation. Liberalism emphasizes institutions but can be overly optimistic
about their effectiveness in deeply unequal systems. Marxist and critical
approaches highlight structural contradictions but sometimes neglect agency
and contingency. Constructivism, while illuminating the role of ideas, can
struggle to explain material dynamics of crises.

Taken together, these perspectives reveal that crises in IPE are
multifaceted phenomena—at once political, economic, structural, and
ideational. They are shaped by power struggles, institutional design, capitalist
dynamics, and the meanings ascribed to them by actors. Understanding crises
thus requires a pluralist approach that synthesizes insights across theoretical

traditions.
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2. POWER AND CRISIS

The relationship between state power and market behavior becomes most
visible—and most consequential—during crises. Crises compress time, raise
stakes, and expose the mechanisms through which political authority shapes
economic outcomes. This section examines (a) how state power conditions
market responses in moments of disruption, (b) the distinctive roles that major
powers (the United States, China, and the European Union) play in financial,
energy, and trade crises, and (¢) the structural asymmetries between the Global
North and Global South that determine differential exposure, coping capacity,
and long-term outcomes.

2.1 How State Power Shapes Market Responses During Crises

State power operates on markets through multiple, often overlapping
channels: direct instruments of coercion or intervention (capital controls,
nationalization, tariffs, sanctions), regulatory and institutional frameworks
(banking supervision, fiscal/monetary policy regimes), informational authority
(communication, signalling, credibility), and the provision or withdrawal of
public goods (liquidity backstops, security guarantees, trade facilitation).
During crises, these channels determine (1) the speed and shape of market
adjustment, (2) distributional consequences across actors, and (3) the trajectory
of institutional reform.

¢ Intervention and backstopping. Sovereigns can blunt market panic
through forceful interventions: central banks provide emergency
liquidity, governments inject capital into failing firms, and regulators
pause or limit market operations. Such backstops alter incentives (moral
hazard vs. stability) and reconfigure market expectations. The credibility
and scale of these interventions depend directly on state capacity—fiscal
space, central bank independence and firepower, and institutional
competence.

e Regulation and policy choice. Crises reveal the political choices
embedded in regulatory design. States decide whether to prioritize
creditor protection, employment, social welfare, or market discipline.
Those policy choices shape recovery paths: a creditor-centric stance may
stabilize international capital flows but deepen social distress; a
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protectionist turn may shelter domestic firms but invite retaliation and
global contraction.

o Signalling and legitimacy. Political actors shape market psychology.
Clear, coherent communication reduces uncertainty; incoherent or
contradictory messages amplify it. Legitimacy matters: markets respond
not just to technical measures but to perceptions of political resolve, legal
predictability, and policy consistency. In weak or contested polities,
signals may be discounted, making market stabilization harder.

e Geopolitical leverage and coercive uses of markets. States can
weaponize market linkages—energy supplies, access to finance, rare
inputs—to achieve political ends. When market access is contingent on
political behavior, firms and investors adjust risk assessments rapidly,
causing contagion across sectors and borders.

2.2 Role of Major Powers: U.S., China, and the EU

Major powers shape the global economic architecture; their choices
matter disproportionately in crisis formation, contagion, and resolution. Each
has distinctive instruments and strategic logics.

United States

The U.S. exercises outsized influence through the dollar’s reserve role,
the global banking network, deep capital markets, and leadership in multilateral
institutions. During financial crises, U.S. policy actions—Fed liquidity swaps,
domestic bailouts, and fiscal stimulus—have global spillovers. The U.S. can
also deploy financial sanctions and restrict access to dollar clearing or U.S.
financial infrastructure, effectively penalizing states or firms. This blend of
economic depth and coercive tools makes the U.S. both a source of global
stabilization and a vector of geopolitical pressure.

China

China’s influence rests on trade linkages, large foreign exchange
reserves, development finance (bilateral loans, Belt and Road investments),
and—as its tech and digital firms grow—control over digital infrastructures and

supply chains.
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In crises, China can stabilize demand through stimulus, provide
alternative financing to indebted states, and reshape trade patterns by
redirecting imports/exports. China’s approach often emphasizes state-led
stabilization, bilateral problem-solving, and infrastructure diplomacy—
alternatives to western multilateral prescriptions—thus offering different crisis

management modalities.

European Union

The EU operates as a regional actor with significant regulatory clout, a
large integrated market, and institutions that combine supranational and
intergovernmental features. In financial and sovereign debt crises (e.g.,
eurozone episodes), the EU’s institutional constraints—heterogeneous member
interests, shared currency without full fiscal union—shape both the severity of
crises and the difficulty of collective responses. The EU’s regulatory model
(financial regulation, competition policy) also exerts global influence through
“exported” standards. In energy crises tied to geopolitical shocks, the EU’s
dependency patterns and collective decision-making determine both
vulnerabilities and remedial measures (energy diversification, joint purchasing,
strategic reserves).

Interaction and Competition among Powers

Crises are often arenas where these powers compete for influence. For
instance, when the U.S. tightens financial conditions, China might cushion its
own markets and those of partner states; the EU might push regulatory buffers
that insulate its firms. Rival responses can create fragmentation—different
standards, competing financial plumbing, and alternative institutional

architectures—that alter the global crisis landscape.

2.3 Power Asymmetries between Global North and South

Power asymmetry is a defining feature of how crises are experienced
globally. Structural differences in economic size, financial depth, institutional
capacity, and geopolitical leverage create distinct exposures and coping

capacities.
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e Access to liquidity and creditor hierarchy; Advanced economies have
access to central bank swap lines, deep domestic capital markets, and
greater fiscal space. Emerging and low-income countries often rely on
volatile capital flows, have limited access to emergency finance, and face
higher borrowing costs during crises. This hierarchy means that shocks
originating in core countries transmit disproportionately to peripheries,
while periphery crises rarely produce symmetric global backstops.

e Debt and conditionality; The Global South frequently confronts debt
crises with constrained negotiation power. Restructuring often occurs
under terms set by international creditors—multilateral or private—
leaving debtor states to accommodate austerity measures that can
amplify social costs. Moreover, the fragmentation of creditors (bilateral,
commercial, official) complicates swift, equitable solutions.

e Commodity dependence and external shocks; Many peripheral
economies depend on commodity exports (energy, food, minerals). Price
swings driven by geopolitical events or global demand shifts thus have
outsized macroeconomic and political effects, increasing vulnerability to
external shocks.

¢ Institutional capacity and social buffers; Domestic institutions—tax
bases, social safety nets, health systems—shape resilience. Weaker
institutions mean slower, costlier recoveries and increased risk of social
unrest or political instability, which can feed back into economic
deterioration.

¢ Geopolitical bargaining power; Global South actors may lack leverage
in shaping international crisis responses and norms. However, they are
not passive: coalition-building (regional blocs, South—South
cooperation), alternative financing channels, and diplomatic strategies

can mitigate some asymmetries, though rarely overturn them entirely.

2.4 Synthesis and Implications

The exercise of state power during crises determines both immediate
market trajectories and longer-run distributions of costs and authority. Major
powers set the tone: their capacity to provide public goods, or to weaponize

markets, structures global options for crisis management.
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At the same time, persistent asymmetries ensure that crises tend to
reproduce and sometimes exacerbate existing inequalities between North and
South.

Policy implications flow from this analysis. Strengthening global crisis
resilience requires (a) widening access to liquidity and fair mechanisms for debt
resolution, (b) building inclusive governance arrangements that give
marginalized states a voice in crisis management, and (c) designing domestic
institutions that reduce vulnerability (diversified economies, robust social
protections, prudent macro-regulation). Without addressing the interplay of
power and institutional design, crisis responses risk perpetuating fragility—and
enabling the very power shifts and market failures that generate future crises.

3. MARKETS AND VULNERABILITY

Markets constitute the backbone of the international political economy,
yet their structural vulnerabilities often render them highly susceptible to crises.
Whether in finance, resources, or technology, disruptions in markets reveal the
fragile linkages between economic interdependence and political power. This
section explores three critical dimensions of market vulnerabilities—global
financial markets, resource markets, and digital markets—highlighting how
systemic risks emerge and reshape global economic and political dynamics.

Global Financial Markets and Systemic Risks
Financial markets are inherently interconnected, and crises in one region
often ripple through the entire global system. The Asian Financial Crisis of
1997 illustrated how speculative attacks on currencies (e.g., Thailand’s baht)
triggered capital flight, bank failures, and recession across East and Southeast
Asia. The 2008 Global Financial Crisis (GFC) further demonstrated systemic
fragility, where the collapse of the U.S. housing market and Lehman Brothers
rapidly cascaded into a global banking and liquidity crisis.
e Causes of systemic risk: Excessive financial deregulation, speculative
investment practices, and over-reliance on short-term capital flows.
¢ Consequences: Economic contraction, unemployment spikes, erosion of
trust in financial institutions, and calls for stronger international

regulatory mechanisms (e.g., Basel III, IMF surveillance).
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o [IPE angle: Crises expose the uneven ability of states to respond, where
developed economies can engage in quantitative easing while developing

economies remain reliant on external aid or IMF conditionalities.

Resource Markets: Qil Shocks and Energy Security

Resource markets, particularly oil and natural gas—remain central to
geopolitical stability. The 1973 Oil Crisis, when OPEC imposed an embargo
on Western states, underscored how resource dependence creates structural
vulnerabilities. Similar volatility occurred during the 1990 Gulf War, the 2000s
oil price boom, and more recently, the disruptions caused by the Russia—
Ukraine conflict, which led to energy insecurity in Europe.

e Energy as leverage: Exporters use resources as political tools (e.g.,
Russia’s gas diplomacy), while importers seek diversification and
renewable alternatives to mitigate vulnerability.

¢ Global South vulnerabilities: Many developing states face balance-of-
payment crises due to sudden surges in commodity prices, leading to debt
accumulation and social unrest.

¢ IPE perspective: Resource markets highlight the overlap of economics,
security, and environment, where scarcity and competition can drive both
cooperation (e.g., energy-sharing agreements) and conflict.

Digital Markets and Technological Vulnerabilities
In the 21st century, the rise of digital economies has introduced new
vulnerabilities that transcend traditional financial and resource markets.
Platforms, data flows, and technological infrastructures are now critical nodes
of economic power. However, crises within digital markets—such as the 2000
dot-com bubble or the cryptocurrency collapses (e.g., FTX in 2022)—
demonstrate the instability of these systems.
¢ Cybersecurity threats: State and non-state actors exploit vulnerabilities
in financial networks, critical infrastructures, and supply chains.
Cyberattacks can paralyze economies, as seen in ransomware targeting

healthcare and energy systems.

81



ENERGY, FINANCE AND GEOPOLITICS IN THE GLOBAL ECONOMY

¢ Platform dependency: Concentration of power in a few firms (Google,
Amazon, Alibaba) creates monopolistic vulnerabilities, where
disruptions or policy changes reverberate globally.

¢ Geopolitical dimension: The U.S.—China tech rivalry reflects how
digital markets have become arenas of strategic competition, with
disputes over 5G, semiconductors, and Al shaping global alignments.

Synthesis

The vulnerabilities of markets—whether financial, resource-based, or
digital—underscore the interdependence of states and the structural fragility of
globalization. Crises emerge not merely from economic mismanagement but
also from power asymmetries, political rivalries, and technological
transformations. For International Political Economy, analyzing market
vulnerabilities requires moving beyond pure economic models to include
geopolitical dynamics, institutional resilience, and societal impacts, making
clear that crises in markets are never purely economic but deeply political.

4. CRISIS DYNAMICS IN INTERNATIONAL POLITICAL
ECONOMY (IPE)

Crises in the international political economy rarely remain confined to a
single domain. Political turmoil often reverberates through markets, while
economic collapses destabilize political systems. The mutual reinforcement of
political and economic crises reflects the high degree of interdependence in the
global system, where shocks in one area rapidly cascade across borders.

4.1 Political Crises Triggering Economic Instability
Sanctions and Economic Disruptions

e Economic sanctions are among the most common political tools with
severe economic spillovers. For instance, U.S. sanctions on Iran after
2018 reduced its oil exports from 2.5 million barrels/day to under
500,000, collapsing state revenues and triggering inflation exceeding
40%.

e The Russia—Ukraine war (2022-) illustrates how geopolitical conflicts
reshape global markets. Western sanctions froze nearly $300 billion of
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Russian central bank reserves, disrupted global wheat and fertilizer
supplies, and sent energy prices soaring, pushing inflation to multi-
decade highs in Europe.

Wars and Conflicts

e Armed conflicts destabilize production, trade, and investment. During
the Gulf War (1990-1991), Kuwait’s oil infrastructure was destroyed,
leading to energy market shocks.

e The Syrian Civil War (2011-) devastated the economy, contracting GDP
by nearly 60% between 2010 and 2015, and produced massive refugee
flows, with political implications for the EU.

Protectionism and Trade Wars

e Political decisions to adopt protectionist policies also disrupt global
markets. The U.S.—China trade war (2018-2020) led to tariffs covering
goods worth more than $450 billion, disrupting global supply chains,
especially in electronics and agriculture.

e Protectionist measures not only depress trade flows but also raise global
uncertainty, lowering investment and growth prospects.

4.2 Economic Crises Fueling Political Instability
Sovereign Debt and Fiscal Crises

e Sovereign debt crises undermine state legitimacy and political stability.
The Greek debt crisis (2010-2015) forced austerity measures under
EU/IMF programs, fueling protests, strikes, and political turnover.

¢ In Latin America during the 1980s debt crisis, states faced external debt
service burdens exceeding 50% of export revenues, leading to
hyperinflation, military coups, and democratic reversals in some

countries.

Unemployment and Social Unrest
e High unemployment erodes trust in governments and creates fertile
ground for instability. Following the 2008 Global Financial Crisis, Spain
and Greece saw youth unemployment exceed 50%, sparking mass
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protests and the rise of anti-austerity movements like Syriza in Greece
and Podemos in Spain.

Economic dislocation has often acted as a precursor to regime change or
authoritarian entrenchment, depending on how governments manage

discontent.

Populism and Political Polarization

Crises often empower populist leaders who blame globalization or
foreign actors for domestic problems.

The 2016 Brexit referendum was partly fueled by discontent following
the 2008 crisis and austerity measures. Similarly, the election of populist
leaders in the U.S., Brazil, and parts of Europe was linked to economic
grievances exacerbated by crises.

4.3 Interdependence and Contagion Effects
In a globalized economy, crises rarely remain localized. Interdependence

creates contagion pathways through trade, finance, and migration.

Financial contagion: The 1997 Asian Financial Crisis spread from
Thailand to Indonesia, South Korea, and beyond, as investors withdrew
en masse from “risky” emerging markets. Similarly, the 2008 GFC
originated in the U.S. mortgage sector but triggered recessions
worldwide due to interconnected banking systems.

Resource contagion: Oil and food price spikes caused by the Russia—
Ukraine war disproportionately impacted import-dependent developing
countries. The World Bank estimated that global food prices rose 35%
between 2021-2022, worsening hunger and political instability in Africa
and the Middle East.

Political contagion: The Arab Spring (2010-2011) demonstrated how
economic grievances (youth unemployment, high food prices) sparked
political revolts across multiple states, showing how shared economic
vulnerabilities can catalyze regional waves of political instability.
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Synthesis
Crisis dynamics in IPE reveal a cyclical relationship:

¢ Political crises destabilize economic structures through war, sanctions,
and protectionism.

e Economic crises erode state legitimacy, foster unrest, and enable
populist or authoritarian politics.

¢ Global interdependence ensures that crises spread rapidly, blurring
distinctions between “domestic” and “international.”

This cyclical interplay highlights the need for stronger global governance
and crisis-management mechanisms. Without effective coordination, crises will
continue to cascade across borders, deepening inequalities between the Global
North and South and reshaping the balance of power in international political

economy.

5. CASE STUDIES

Case Study A — The 2008 Global Financial Crisis (GFC)

Overview

The 2008 crisis began as a U.S. housing-market meltdown and
transformed rapidly into a global banking and liquidity crisis after the collapse
of major financial institutions (notably Lehman Brothers). It exposed regulatory
gaps in advanced financial systems, systemic interdependence, and the
political-economy consequences of financialization.

Timeline & Causes (concise): Mid-2000s: Expansion of mortgage
lending, including subprime mortgages, securitization into complex derivatives
(MBS, CDOs), and heavy leverage in banks. 2007: Early signs — mortgage
defaults rise; liquidity strains appear in interbank markets. September 2008:
Collapse of Lehman Brothers; global interbank credit freezes; major flight to
liquidity and asset price collapses.

Economic impacts: Sharp global contraction: advanced economies
entered recession; world GDP growth plunged, and the U.S. unemployment rate
roughly doubled from ~5% pre-crisis to ~10% peak in 2009. Financial sector
losses and sovereign fiscal costs: bank recapitalizations and fiscal stimulus

raised public debt burdens in many countries.
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Cross-border contagion: Icelandic banking collapse, eurozone stress
(sovereign debt problems in peripheral EU states), and capital flow reversals in
emerging markets.

Political consequences: Policy and legitimacy pressures: austerity
debates in Europe, political turnover in several governments, erosion of trust in
financial elites and mainstream parties. Rise of political movements: anti-
austerity and populist parties found fertile ground in many affected countries
(see Spain, Greece, and elsewhere).

Policy responses / Institutional shifts: Domestic: aggressive monetary
easing (near-zero rates, quantitative easing), fiscal stimulus packages, bank
rescues and guarantees. International/regulatory: reforms such as Basel III
capital and liquidity rules, strengthened bank supervision, more intensive IMF
and G20 engagement on systemic risk.

Key lessons for IPE:

¢ Financial globalization creates rapid contagion channels — systemic risk
is international.

e Power to backstop markets (deep capital markets, central-bank swap
lines) matters: advanced economies had stronger stabilizing tools.

e Crises produce political fallout that can reshape domestic politics and
international norms governing finance.

Case Study B — COVID-19 Pandemic and Global Economic

Disruptions

Overview: The COVID-19 pandemic (from early 2020) combined a
major public-health shock with the largest global economic downturn since the
Great Depression. Its effects were multi-dimensional: supply-side shocks
(disrupted production & global value chains), demand collapses in services,
surges in public spending, and an uneven, geographically divergent recovery.

Timeline & Causes (concise): Jan—Mar 2020: Pandemic spreads;
countries institute lockdowns and travel restrictions, halting large parts of
services and manufacturing.« 2020: Sharp fall in global activity—maost models
estimate the deepest contraction in modern peacetime (IMF/World Bank
estimates: global GDP declines of multiple percentage points; World Bank

noted the largest economic crisis in a century).
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Economic impacts: Global GDP: steep falls in 2020 (estimates vary;
IMF and World Bank reported large negative growth and a very uneven
recovery).

Labour markets: mass job losses concentrated in services (travel,
hospitality—disproportionately —affecting informal and lower-income
workers.* Public finances: massive fiscal packages (income support, business
aid) and monetary easing, expanding public debt burdens especially in low- and
middle-income countries with limited fiscal space.

Political consequences: Governance stress tests: public health capacity
and state legitimacy were intensely scrutinized; countries with weak institutions
suffered higher mortality and harsher economic consequences.* Geopolitics of
vaccines and rivalry: vaccine nationalism and slow distribution to low-income
countries raised global equity and legitimacy concerns (COVAX responses
highlighted limits of multilateralism).

Policy responses: Large, heterogeneous domestic stimulus and liquidity
support in advanced economies; many emerging markets lacked comparable
fiscal headroom. International: calls for debt-service relief (G20 debt
suspension initiatives), scaled emergency finance via IMF and multilateral
banks; uneven access and coordination problems emerged.

Key lessons for IPE:

e Health shocks are economic shocks — weak global public-goods
provision (pandemic preparedness, equitable vaccine access) amplifies
economic vulnerability.

e Divergent capacities produce unequal recoveries; this deepens North—
South disparities.

e The crisis accelerated geopolitical and technological trends (reshoring,
digital adoption), reshaping global supply-chain politics.

Case Study C — Russia—Ukraine War (2022-) and Energy/Food
Markets

Overview: The large-scale Russian invasion of Ukraine beginning
February 2022 created acute disruptions in energy, food, and fertilizer markets.
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The war’s direct supply shocks combined with sanctions on Russia and
logistical barriers (Black Sea export interruptions) to drive sharp commodity
price spikes and food-security threats globally.

Timeline & Causes (concise): Feb—Mar 2022: Invasion triggers
immediate sanctions, trade restrictions, and disruption of Black Sea shipping
corridors.e 2022: Energy prices spiked (oil and gas), fertilizer exports
constrained (Russia and Belarus are major fertilizer producers), and
wheat/maize flows from the Black Sea region were severely limited.

Economic impacts: Energy: Europe faced major gas supply
reconfigurations (reducing reliance on Russian pipeline gas, ramping LNG
imports, and accelerating energy diversification/price hedging). Brent crude
saw strong spikes in early 2022. Food & fertilizers: global food prices rose
sharply in 2022; fertilizer constraints threatened crop yields in import-
dependent regions. The FAO and other agencies flagged elevated food-security
risks in Africa, the Middle East, and parts of Asia.

Political consequences: Policy dilemmas in importers: rising food and
energy prices politically destabilized vulnerable governments in the Global
South and increased inflationary pressure in advanced economies.
Geopolitical realignment and “weaponization” of markets: energy and
agricultural supplies became leverage points; countries sought alternative
suppliers and security of supply.

Policy responses: Short term: release of strategic petroleum reserves,
emergency food assistance, temporary trade measures to stabilize domestic
markets.» Medium term: diversification of import sources; investments in
strategic grain/fertilizer stocks; accelerated shifts toward renewable energy and
energy efficiency in Europe.

Key lessons for IPE:

e Geopolitical conflicts rapidly translate into global commodity shocks,
with outsized impacts on import-dependent, low-income countries.

e Market weaponization (sanctions, export controls) can produce global
collateral effects, reinforcing the need for international mitigation
mechanisms.

e Fnergy and food security are now central strategic objectives shaping

trade and alliance decisions.
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Case Study D — Global South Debt Crises: Sri Lanka (2022) &

Argentina (recurring)

Overview: Sovereign debt crises in the Global South illustrate how
exposure to external finance, commodity shocks, and domestic policy choices
interact with limited access to emergency financing. Sri Lanka’s 2022 default
and Argentina’s repeated debt cycles provide contrasting but instructive
examples of vulnerability, crisis politics, and restructuring dynamics.

Sri Lanka (2022 default + aftermath)

Causes & timeline: Pre-2020: rising external obligations, tourism-
dependent receipts, tax cuts and spending choices eroded fiscal buffers.
* 2020-22: COVID shock collapsed tourism and remittances; foreign reserves
fell sharply; by April 2022 Sri Lanka announced a sovereign default on external
debt. Mass protests forced political change.

Economic & political impacts: Severe shortages of fuel, medicine, and
food imports; GDP contracted sharply (notably a big decline in 2022); inflation
surged. Political consequences included the ouster of the president amid mass
protests.

Policy response & restructuring: Sri Lanka entered IMF program
negotiations and embarked on debt restructuring with bilateral and commercial
creditors; the crisis spurred debates on debt transparency and the role of non-
Paris Club creditors. The IMF and multilateral community have emphasized the
need for credible reforms and support to ensure equitable recovery.

Lesson: fragile reserve positions, dependence on a narrow set of foreign
receipts, and inadequate crisis buffers make middle-income states highly
vulnerable; effective restructuring requires coordination across creditor types.

Argentina (recurring debt fragility)

Causes & timeline: Argentina’s debt crises are long-running: cycles of
high inflation, currency instability, capital flight, and repeated IMF programs
(Argentina is among the IMF’s most frequent borrowers). Recent developments
include new IMF arrangements and continued pressure from high inflation and

external debt service needs.
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Economic & political impacts: Chronic inflation, high debt service
burdens, and political volatility; markets react strongly to electoral outcomes
and reform credibility (recent market movements tied to political events).
Argentina’s domestic politics and IMF relations remain central to access to
international liquidity.

Policy responses & constraints: Repeated IMF programs combine
conditionality with financing but face political backlash domestically; access to
alternative financing (e.g., Chinese swaps, bond rollovers) can temporarily help
but do not eliminate structural vulnerabilities.

Key lessons for IPE:

e Heterogeneous creditor structures (bilateral official, commercial,
private) complicate rapid, equitable restructurings.

e Domestic politics (legitimacy, policy credibility) strongly condition the
success of stabilization programs.

e Global policy frameworks (G20 Common Framework, IMF tools) matter
but need faster, more inclusive mechanisms to address sovereign debt
distress at scale.

Concluding Comparative Notes (across cases)

e Multi-dimensionality of crises: each case shows crises combine
economic, political, and social dimensions; effective analysis must
integrate these layers.

¢ Role of capacity and power: access to fiscal/monetary backstops and
geopolitical leverage (reserve currency status, development finance
options) shapes outcomes.

¢ Distributional impact: crises disproportionately harm vulnerable
populations and weaker states, often aggravating North—South
inequality.

o Institutional response and reform: each crisis prompted institutional
or policy changes (regulatory reform after 2008, health financing debate
after COVID, energy policy shifts after Ukraine, and debt-restructuring
debates after Sri Lanka). But reforms are uneven and politically
contested.
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6. GLOBAL GOVERNANCE AND INSTITUTIONAL

RESPONSES

Crises in the international political economy expose strengths and
weaknesses of the multilateral architecture. Four institutional clusters matter
above all: the International Monetary Fund (IMF), the World Bank Group, the
World Trade Organization (WTO), and the Group of Twenty (G20) (plus an
array of regional development banks and finance mechanisms). This section
examines what each institution does in a crisis, summarizes major successes
and failures, and outlines prioritized reforms that would improve their capacity
to prevent, manage, and resolve crises in a highly interdependent world.

Institutional Roles in Crisis Management

IMF — liquidity, surveillance, and conditional lending; The IMF
functions as the global “financial firefighter”: it provides emergency balance-
of-payments financing, coordinates multilateral surveillance of macro-financial
risks, and designs stabilization programs that often come with policy
conditionality. In acute episodes, IMF swap-like facilities and rapid-disbursing
instruments are designed to halt capital flight and restore confidence.

World Bank Group — financing, technical assistance, and crisis
preparedness for development; The World Bank focuses on financing that
protects development gains and funds recovery (health systems, social
protection, infrastructure). In the COVID-19 crisis the Bank scaled emergency
financing, supported social safety nets and health responses, and developed
tools to help countries plan and respond. The World Bank also concentrates on
prevention—building fiscal resilience, debt transparency, and crisis
preparedness toolkits for low- and middle-income countries.

WTO — keeping trade flowing and transparency in trade measures,; The
WTO’s crisis role is primarily normative and informational: to discourage
beggar-thy-neighbour trade barriers, maintain rules for predictable market
access, and provide transparency on trade-related emergency measures (e.g.,
export controls on medical goods during pandemics). Its dispute-settlement
function also matters for predictable trade relations, although capacity
constraints and political blockage have limited its effectiveness at times.
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G20 — high-level coordination and rule-setting; The G20 is the premier
forum for coordinating major-economy responses to systemic crises since 2008.
It channels political momentum for regulatory reform, debt initiatives, and
coordinated fiscal/monetary measures. Its informal, leader-driven format
allows quick consensus among systemic economies but limits inclusivity for
smaller and low-income countries.

Successes — Where the System Worked

e Rapid stabilization tools and coordinated policy (post-2008 &
COVID): After 2008 and during COVID-19, coordinated central-bank
liquidity provision, fiscal stimulus in advanced economies, and G20-led
regulatory reforms helped avert a deeper global collapse. The G20-
supported regulatory and macroprudential reforms strengthened some
parts of the financial system, increasing resilience to the pandemic shock.

o Targeted emergency finance and technical assistance: The IMF and
World Bank rapidly scaled emergency lending in recent crises—through
rapid-disbursing facilities and concessional support—helping countries
plug financing gaps and fund health and social responses. The World
Bank’s crisis toolkits and emergency funds have been important in
channeling immediate resources to vulnerable populations.

e Norm-setting and transparency: The WTQO’s transparency functions
(cataloguing trade-related COVID measures) and the G20’s role in
promoting coordinated responses have helped limit the worst of beggar-
thy-neighbour policies and such coordination has been politically useful
for stabilizing expectations.

Failures and Enduring Weaknesses

¢ Conditionality, ownership, and legitimacy (IMF).
IMF programs have repeatedly faced criticism for heavy-handed
conditionality that can impose social costs and undermine political
ownership of reforms—reducing program effectiveness and political
legitimacy. Evaluations show mixed outcomes and recurring debates
about whether conditionality is too rigid or poorly tailored.
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o Debt-restructuring bottlenecks and creditor coordination. The
architecture for sovereign debt restructuring is fragmented. The G20
Common Framework for debt relief has been criticized for slow
processes and for failing to engage private and non-Paris Club creditors
effectively—leaving many distressed low-income countries exposed and
delaying orderly restructurings. This coordination failure amplifies
human and economic costs in debtor countries.

o Insufficient inclusivity and representation. Key forums and rule-
makers (IMF quotas, World Bank shareholdings, G20 membership) do
not reflect current economic realities, limiting buy-in from rising
economies and constraining cooperation on reforms that require broad
legitimacy.

e WTO paralysis in dispute settlement and rule-making. The WTO’s
appellate function and its capacity to produce new rules have been
undermined by political blockage and rising protectionism. This reduces
the institution’s ability to manage trade frictions arising in crises. Recent
impasses demonstrate that the system can be gridlocked when major
actors withdraw cooperation.

e Operational constraints for low-income countries. Even where
multilateral finance exists, many vulnerable countries lack timely access
to sufficient, appropriately-designed support (e.g., concessional finance,
liquidity lines, or rapid debt relief), which deepens inequality in crisis
outcomes.

Priority Reforms: A Practical Agenda

e Faster, more inclusive sovereign-debt restructuring mechanisms.
Create a streamlined, time-bound restructuring process that
automatically brings official, private, and non-Paris Club creditors to the
table earlier in negotiations. Lessons from past Brady-style operations
suggest early private-creditor engagement and clear haircut frameworks
reduce uncertainty and speed recovery. The G20 and IMF should lead in
designing a practical mechanism with creditor representation.

e Expand IMF rapid-response capacity and rethink conditionality.
Boost resources for rapid lending windows (including precautionary
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facilities for middle-income countries) while reforming conditionality to
be more context-sensitive and politically feasible—balancing
stabilization with protection of vulnerable populations. Strengthening
ex-post evaluation and country ownership mechanisms will improve
legitimacy and outcomes.

e World Bank: scale prevention and resilience financing. Expand
concessional finance for crisis prevention (fiscal buffers, social safety
nets, health systems, climate adaptation) and operationalize tools like
crisis-preparedness toolkits so countries can deploy pre-agreed lines
when shocks hit. Better coordination with regional development banks
will improve speed and reach.

e WTO revitalization and crisis-relevant rule-making. Negotiate
targeted reforms to restore the appellate function and improve emergency
trade governance (mechanisms for rapid transparency, agreed limits on
export restrictions for essential goods, and dispute-settlement backstops
in crises). Practical, issue-specific deals (health goods, food, fertilizers,
digital trade) may be more feasible politically than grand bargains.

o Strengthen G20’s legitimacy and outreach. G20 should
institutionalize engagement with low-income country representatives
and regional blocs, and assign clear mandates (e.g., a standing crisis-
response working group) that can operationalize coordinated finance,
debt relief, and regulatory responses quickly.

Concluding Assessment

Current institutions have demonstrable value: they provided emergency
finance, technical support, and coordination that blunted the damage of recent
large shocks. Yet the architecture is repeatedly strained by new types of crises
(health, climate, cyber), creditor fragmentation, legitimacy shortfalls, and
political resistance to multilateral constraints. Strengthening crisis governance
therefore requires pragmatic, politically realistic reforms—faster debt tools,
larger and better-designed rapid finance, WTO reforms targeted at emergency
trade rules, and more inclusive G20 processes—that together would reduce the
human and economic cost of the next global shock.
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7. FUTURE CHALLENGES

As the twenty-first century progresses, crises are increasingly
multidimensional, chronic, and interlinked. Three broad and mutually
reinforcing trends stand out as defining future challenges for international
political economy (IPE): climate change as a long-term crisis, geopolitical
fragmentation and multipolarity, and technology-driven crises (including Al,
cyber, and digital-economy shocks). Each of these challenges is simultaneously
economic, political, and social;, each reshapes risk allocation, governance
capacity, and the distribution of power. Below we examine each in depth,
identify the mechanisms through which they produce crises, highlight political-

economic consequences, and outline strategic responses.

Climate Change as a Long-Term Crisis

Nature and mechanisms, Climate change differs from episodic crises
because it is cumulative, non-linear, and spatially uneven. Rising temperatures,
sea-level rise, more frequent extreme weather events, and shifting precipitation
patterns produce direct economic losses (crop failures, infrastructure damage)
and indirect political effects (migration, resource competition, fiscal strain).
Importantly, climate impacts interact with existing socio-economic
vulnerabilities—weak institutions, reliance on climate-sensitive sectors, and
high debt burdens—so that identical shocks produce vastly different outcomes
across countries.

Economic And Political Pathways

e Production shocks and supply-chain disruption: Extreme weather can
reduce agricultural yields, damage ports and roads, and interrupt
production, raising volatility in commodity prices and global supply
chains.

¢ Fiscal stress and debt vulnerability: Disaster relief and reconstruction
require spending spikes, often financed by borrowing; repeatedly, this
weakens fiscal buffers and can precipitate sovereign stress.

e Migration and political tension: Climate displacement drives cross-
border migration and internal displacement, creating political strains in
host areas and raising questions of burden-sharing.
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Sectoral reallocations and stranded assets: Decarbonization policies
and market shifts can render fossil-fuel assets stranded, distributing
losses unevenly across firms, regions, and states—often producing
lobbying and political conflict.

Distributional and geopolitical implications. Climate change

exacerbates North—South inequality: the Global South bears disproportionate

physical harms despite contributing less historically to emissions, while

advanced economies possess more fiscal and technological capacity to adapt.

This asymmetry produces political tensions within climate negotiations and

shapes demands for finance, technology transfer, and loss-and-damage

mechanisms.

Examples of Crisis Amplification

Repeated hurricanes and floods can push small island states toward
economic and sovereignty crises (loss of territory, collapse of tourism
revenues).

Prolonged droughts have triggered food insecurity and social unrest in
cereal-importing low-income countries, with knock-on effects for
migration and regional stability.

Policy Responses and Governance Needs

Scaling finance for adaptation and loss & damage: Concessional
finance, predictable grant mechanisms, and insurance solutions must be
expanded—designed to reach vulnerable countries quickly and at scale.
Climate-resilient infrastructure and supply chains: Investments in
resilient transport, ports, power grids, and diversified sourcing reduce
contagion risk.

Integration into macro-policy: Climate risk must enter sovereign debt
assessments, fiscal planning, and stress tests for banks and insurers.
Global burden-sharing and accountability: Equitable mechanisms for
emission reduction, technology diffusion, and compensation for loss-

and-damage are politically essential to reduce conflictual dynamics.

96



ENERGY, FINANCE AND GEOPOLITICS IN THE GLOBAL ECONOMY

Geopolitical Fragmentation and Multipolarity

Nature and mechanisms; The relative decline of unipolar stability and
the rise of multiple centers of economic and political power (regional blocs,
rising great powers) create a more fragmented international system.
Multipolarity affects crisis dynamics by producing competing governance
architectures, duplicative institutions, and divergent rules for trade, finance, and
technology. Fragmentation is both a consequence and driver of crises:
geopolitical rivalry can precipitate market disruptions, and crises can accelerate
geopolitical shifts (e.g., through sanctions, bifurcation of supply chains, or
contestation over norms).

Economic and Political Pathways

e Institutional divergence and regulatory competition: Different
regulatory regimes (financial standards, data governance, export
controls) increase compliance costs and reduce the efficiency of global
markets, especially during stress.

e Bifurcated supply chains and decoupling: Strategic decoupling—
where blocs seek self-reliance in critical sectors (semiconductors, rare
earths, energy)—reduces interdependence in some areas but increases
fragility and duplication.

o Use of economic tools for geopolitics: Sanctions, trade restrictions,
investment screening, and “de-risking” policies become routine
instruments of statecraft, raising the odds of economic disruption.

o Institutional legitimacy battles: Competing institutions and norms
create coordination problems in crisis response (e.g., when lenders or
rule-makers disagree on debt relief or trade measures).

Distributional and Geopolitical Implications

Fragmentation tends to disadvantage smaller and poorer states that lack
bargaining power to shape multiple regimes and are forced to navigate
competing standards. Middle powers and smaller economies face higher
transaction costs and may be compelled to choose alignments, reducing policy
autonomy.
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Examples of Crisis Amplification

e A sanctions regime applied by one bloc can force importers to search for
alternative suppliers, generating price spikes and redistribution of trade
flows that destabilize third-party economies.

o Competing digital regimes (e.g., differing data localization rules) can
fragment e-commerce, complicate cross-border crisis coordination, and

create regulatory arbitrage.

Policy Responses and Governance Needs

e Flexible plurilateralism: Issue-specific coalitions that include
vulnerable countries can produce workable rules where universal
agreement is impossible.

¢ Redundancy with resilience: Building alternative supply routes and
regional buffers reduces single-point failures without full decoupling.

¢ Platforms for crisis coordination across blocs: Mechanisms that bring
rival powers to the table in crises (e.g., energy shortages, pandemics,
cyberattacks) are essential to prevent spillovers.

¢ Protecting global public goods: Even amid rivalry, certain public goods
(climate stabilization, pandemic preparedness, financial stability) require
cross-bloc agreements and enforcement.

Technology-Driven Crises: Al, Cyber, And the Digital Economy

Nature and Mechanisms

Rapid technological change transforms production, finance, and
governance but also generates new systemic risks. Artificial intelligence (Al),
cyber vulnerabilities, algorithmic market structures, and the increasing
centrality of data create pathways to fast, pervasive crises that can spread across
sectors and borders.

Key mechanisms of technology-driven crises;

¢ Algorithmic amplification and market instability: Automated trading,

algorithmic decision-making, and Al-mediated risk models can create

rapid, synchronized behavior across markets—amplifying shocks and

producing flash crashes or correlated failures.

98



ENERGY, FINANCE AND GEOPOLITICS IN THE GLOBAL ECONOMY

Cyberattacks on critical infrastructure: Attacks against payment
systems, energy grids, or logistics platforms can trigger cascading
failures with immediate economic and political consequences.
Concentration and platform dependencies: Monopolistic or
oligopolistic digital platforms create systemic single points of failure;
disruptions or regulatory blocks to these platforms have wide ripple
effects.

Misinformation and political destabilization: Digital disinformation
campaigns can erode trust in institutions, politicize crisis responses, and
polarize societies—complicating unified policy action.

Al-enabled strategic competition: States may use Al for strategic
advantage (surveillance, information operations, autonomous systems),
raising risks of miscalculation, escalation, or destabilizing technological
cascades.

Economic and political pathways;

Financial sector fragility: Al and machine learning are increasingly
embedded in credit scoring, risk assessment, and trading. Model errors
or correlated biases may produce systemic credit squeezes or mispriced
risk.

Trade and technology wars: Export controls on critical technologies
(semiconductor equipment, Al chips) can produce bottlenecks, slow
technological diffusion, and fragment markets.

Labor market disruption and political reaction: Automation-driven
job displacement can fuel socio-political backlash unless accompanied
by redistributive policies and reskilling programs.

Examples of crisis amplification;

A large-scale ransomware attack on a logistics firm or port can delay
shipments globally, producing price shocks and supply shortages.
Algorithmically driven selling across funds (triggered by correlated risk

models) can precipitate sudden market liquidity collapses.

Policy responses and governance needs;

Cyber resilience and international norms: Strengthening national
cybersecurity, establishing incident-response cooperation, and
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negotiating norms (criminalization, non-targeting of civilian
infrastructure) reduce the frequency and severity of cyber crises.

¢ Regulation of algorithmic systems: Transparency, model-risk
governance, stress-testing of Al systems, and accountability frameworks
for critical-system Al can mitigate systemic risks.

o Diversifying digital infrastructure: Policies that reduce concentration
(interoperability, competition policy, regional cloud capacity) lower
single-point vulnerabilities.

e Social safety nets and labor policies: Universal basic services,
retraining programs, and active labor policies can cushion technological
displacement and reduce political instability.

o Plurilateral technology governance: Agreements on export controls,
research cooperation, and standards—ideally including a broad set of

states to avoid fragmentation—can balance innovation and security.

Interactions and Compound Risks

The three challenge domains interact in ways that multiply risk. For
example, climate-induced supply shortages can intersect with geopolitically
driven trade restrictions and be exacerbated by cyber disruptions to logistics
software—producing compound crises that are harder to manage. Similarly,
Al-driven financial instability occurring during a geopolitical standoff can
produce rapid contagion with little time for political coordination.

These compound risks require governance that is anticipatory, flexible,
and multi-scalar—combining global norms with regional preparedness and
local resilience. Traditional crisis management that treats shocks as isolated
events is insufficient; what is required is integrated risk governance that maps
cross-sectoral dependencies, mandates stress-testing across systems, and builds

surge capacity for coordinated responses.

Strategic Recommendations: Preparing IPE for the Future

e Mainstream systemic-risk thinking into policy. Macro-prudential
frameworks should incorporate climate, cyber, and technological risks
into stress tests for banks, insurers, and sovereign debt sustainability
analyses.
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o Invest in distributed resilience. Policies should prioritize redundancy
(alternative suppliers, regional storage, decentralized energy), social
buffers (universal healthcare, unemployment insurance), and flexible
fiscal mechanisms that can be mobilized quickly.

e Design inclusive global instruments. New multilateral facilities
(climate adaptation finance, rapid sovereign relief funds, cyber incident
pooling) must be predictable, adequately resourced, and responsive to
the needs of low-income countries.

¢ Develop cross-domain governance platforms. Issue-specific platforms
that bring together energy, food, finance, technology, and security
actors—backed by data sharing and scenario planning—will reduce
surprise and improve coordinated action.

o Regulate strategically, not reflexively. Tech regulation should balance
risks with innovation. Export controls and decoupling should be
calibrated to avoid needless fragmentation while protecting critical
vulnerabilities.

¢ Foster public-private partnerships and civic resilience. Many critical
infrastructures are privately owned; governments must forge
partnerships for contingency planning, information sharing, and rapid
recovery—while safeguarding public accountability.

Concluding Reflection

Future crises will be defined less by single causes and more by complex
interactions among climate, geopolitics, and technology. The central analytic
insight for IPE is that power and markets will continue to co-produce
vulnerabilities: political choices (about alliances, regulation, and investment)
determine how markets allocate risk, and market structures (concentration,
cross-border linkages) determine how political shocks propagate. The policy
challenge is thus twofold: to reduce systemic vulnerabilities before shocks
arrive, and to design governance that can act quickly and legitimately when
crises occur. Preparing the international political economy for these future
challenges requires humility about uncertainty, a commitment to equity across
North and South, and creative institutional engineering that matches the scale
and complexity of the risks ahead.
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CONCLUSION

The analysis of power, markets, and crises within International Political
Economy (IPE) reveals an intricate and cyclical nexus: power shapes the
structures of markets, markets generate vulnerabilities that amplify crises, and
crises in turn reconfigure the distribution of power. Far from being isolated
events, crises function as stress tests for the global system, exposing latent
asymmetries, governance gaps, and inequities between the Global North and
South.

Historically, episodes such as the 1970s oil shocks, the 1997 Asian
Financial Crisis, the 2008 Global Financial Crisis, and more recently the
COVID-19 pandemic and the Russia—Ukraine war demonstrate that political
decisions, economic interdependence, and systemic fragilities are deeply
intertwined. Political instability—whether in the form of sanctions, wars, or
protectionism—often destabilizes markets. Conversely, economic crises—
ranging from sovereign defaults to unemployment shocks—undermine political
legitimacy, fuel populism, and destabilize governance. The increasing
interdependence of global markets ensures contagion, making crises borderless
phenomena with uneven consequences.

At the heart of these dynamics lies the question of global governance.
Institutions such as the IMF, World Bank, WTO, and G20 play central roles in
crisis management, yet their legitimacy and effectiveness remain contested.
Failures in inclusivity, delayed responses, and structural biases against the
Global South reveal the urgent need for institutional reform. Equitable
representation, innovative financial mechanisms, and cross-domain
coordination (finance, energy, technology, climate) are prerequisites for future
resilience.

Looking forward, the future challenges of climate change, geopolitical
fragmentation, and technology-driven crises will further complicate the power—
market—crisis nexus. These are not short-term disruptions but structural
transformations that demand anticipatory, flexibility, and cooperative
governance. Without robust frameworks, crises will become more frequent,
more compound, and more destabilizing, threatening progress toward

sustainable development and widening inequalities.
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Ultimately, understanding the interplay of power, markets, and crises is
not merely an academic exercise but a practical imperative. The global
community must recognize that crisis management cannot rely solely on
reactive measures. Instead, it requires embedding resilience into market
structures, fostering inclusive governance, and aligning responses with the
broader objectives of sustainable development, equity, and stability. Only by
reconciling the asymmetries of power, ensuring fair access to markets, and
strengthening global solidarity can the international political economy navigate
the turbulent crises of the twenty-first century.
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