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Sharing Our Earth 6
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Stranded Asset
¢ In business, companies compete and innovate. 

If people don’t buy products, companies lose. 
The production process becomes a stranded 
asset.  Schumpeter’s creative destruction 
theory.

¢ An asset can become stranded because of 
consumer behaviour, financial and contractual 
reasons, reasons relating to equipment and 
infrastructure and reasons relating to policy and 
law 
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Stranded asset and stranded resource

¢ Stranded resource is when the resource is not 
converted into an asset because of lack of 
capacity, finance, technology or because of the 
law/policy. A subset of stranded resources is 
the stranded reserves.

¢ Stranded asset is more expensive (a bigger 
risk) than a stranded resource 
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Investing in fossil fuels today ..

¢ The Paris scenario – may mean that if the world 
shifts to renewables (a) the price of fuel falls 
and so returns are very low; (b) there is 
increasing pressure to phase out fossil fuel and 
that leads to inability to use the fossil fuel.

¢ Normally, fossil fuel plants can last from 50-80 
years and profits are calculated accordingly. If 
you have to phase out earlier or prices fall, 
there will be huge losses made. 
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Type Risks of oil & gas investments China Nigeria Kenya

Ecological

Risks of climate change impacts Moderate High High

Pollution impacts on local ecosystems Moderate High High

Loss of ecosystem services 

Risk of phase out policy

Moderate

High

High

High

High

High

Socio-
cultural 
Risks 

Human health risks High High High

Livelihood and employment risks High High High

Civil violence risks; risk of loss of spiritual

values
High High High

Economic

Loss of state financial resources High High High

Loss of employment opportunities High High High

Risk of lock-in High High High

Loss of shareholder value High High High

Risk of not receiving aid for adaptation Low High High

Indirect social, ecological, & institutional costs Moderate High High

Institutional/
Legal

Risks of litigation and compensation -- Moderate Moderate

Policy freezing and international litigation High Moderate Moderate

Compensation to international companies -- Moderate Moderate

Political 
Risks

Risks of nationalization of industries -- High Moderate

Risks of war Low High High

Risks to sovereignty Low Moderate Moderate

International sanctions & other risks Moderate Moderate Moderate

Source, Gupta et al. 2016
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Conclusions

¢ Increasing impacts of climate variability and change
¢ Although fairness requires that old polluters should 

reduce their emissions first, there is very little time for 
a fair approach at least vis a vis the Carbon budget. 

¢ The profits expected in the fossil fuel industry may 
evaporate if impacts, innovation, social movements, 
policy entrepreneurs and leaders come together to 
lead a global transition to sustainability.

¢ So there are good financial arguments if risks are 
accounted for to leave fossil fuels underground.  
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