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1. Introduction 

The developmental trajectory of human civilization has been shaped by the complex interplay 
between humans and nature, evolving within the frameworks of social, economic, and techno-
logical contexts. The primordial relationship was grounded at the lowest level of the hierarchy 
of needs, existential in nature, excluding material imperatives. As civilization progressed, 
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Abstract: This paper explores the concept of polycrisis through its implications for public finance, 
focusing on the challenges that multiple and interconnected crisis factors pose for fiscal stability 
and policy design. From early industrialization to the contemporary phase of globalization and 
digitalization, economic expansion and technological advancement have intensified systemic 
interdependence and increased exposure to multidimensional shocks. Climate change, energy 
insecurity, health emergencies, and geopolitical tensions now emerge simultaneously and mutually 
amplify their effects, creating persistent fiscal pressures on governments. Rising expenditures 
related to healthcare, social protection, and climate transition policies, combined with declining 
revenues during economic downturns, contribute to growing public debt and fiscal instability. 
Recent events, particularly the COVID-19 pandemic, have highlighted the limitations of traditional 
short-term fiscal responses to systemic crises. In this context, the paper argues that managing public 
finance in the era of polycrisis requires integrated, adaptive, and transparent fiscal frameworks 
capable of addressing complex and interconnected risks. The study advances the hypothesis that 
fiscal stability under conditions of polycrisis depends on the development of flexible and 
internationally coordinated fiscal approaches. Recognizing the synergistic interactions among crisis 
factors and adopting multidimensional policy responses can strengthen fiscal resilience and support 
sustainable economic and social stability. 
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human utilization of natural resources intensified, and human needs transcended basic sur-
vival. Human activity accelerated, evolving from existential to economic necessity, initially 
through mercantile capitalism, followed by industrial capitalism with the First Industrial Rev-
olution. Technological advancement spurred economic activity and transformed social con-
sciousness. Nature and humanity became distinct entities, while industrial development con-
ditioned economic growth and the creation of surplus value, fundamentally altering both so-
cial relations and human interaction with the natural environment. This transformation in-
creasingly produced instabilities and crises of varying character, from those triggering wars 
and conquests to health crises, natural disasters, and economic upheavals, exacerbating the 
creative gap between capital owners and labour, as well as entrepreneurial and actuarial capi-
tal. 

The expansion of capital beyond national borders, driven by accelerated economic activity en-
abled by technology, gave rise to new social phenomena, including globalization and global 
movements. Electrification during the Second Industrial Revolution and the information rev-
olution of the Third Industrial Revolution brought profound changes to the economy, produc-
tion, consumption, capital formation, and social consciousness. The first synergistic effects 
can be observed in the early 20th century, during global wars, large migrations, and pandemic 
crises, accompanied by increasingly frequent geopolitical tensions.  

The resistances of nature, technology, and society became ever more evident as human activity 
intensified economic and social life. Early production aimed to satisfy basic existential needs, 
while rising consumption and technological progress enabled surplus creation and more in-
tensive exploitation of natural resources. This dynamic reshaped the distribution of goods and 
established new social regularities, while production increasingly diverged from natural flows.  

Throughout the 20th century, human activity was further shaped by dramatic historical up-
heavals. World War II, the Cold War, oil crises, and rising global public debt, along with the 
establishment of the Bretton Woods system and the growing influence of global financial 
flows, redefined the world’s economic, social, and geopolitical structures. Major geopolitical 
shocks, border realignments, postwar economic transformations, the fall of the Berlin Wall, 
and the era of “turbo-globalization” at the turn of the 21st century further intensified the in-
terdependence of various systems, while digitalization and emerging forms of economy gen-
erated both opportunities and challenges. 

This dynamic illustrates that contemporary crises no longer occur in isolation. Instead, they 
emerge simultaneously, interlinking and amplifying each other, giving rise to the phenomenon 
of polycrisis—a complex, synergistic influence of multiple crisis factors that characterizes the 
Anthropocene era and renders it particularly challenging to understand and manage.  

In the context of epochal changes characteristic of the Anthropocene, human activity has be-
come the principal driver of transformations in ecosystems, climate, and social systems. Rising 
consumption, technological progress, population growth, and expanding social needs generate 
new challenges, which intersect and reinforce one another, laying the groundwork for multi-
dimensional crises of the modern era. The development of modern technologies, globalization 
of economic flows, and societal transformation have produced increasingly complex and 
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intense crisis dynamics. Today, crises no longer occur in isolation; they interweave, amplifying 
one another and creating a new reality of global instability. Previous approaches analysed cri-
ses linearly, focusing on individual consequences; in the contemporary context, this is no 
longer sufficient. 

Entering the Anthropocene, human activity has become a key driver of ecosystem and climatic 
changes, with serious consequences for societal sustainability and stability. Intensive resource 
consumption, population growth, and technological progress have led to multiple, intercon-
nected challenges, from climate change and energy insecurity to health crises and geopolitical 
tensions. Crises in health, climate, energy, and geopolitics now occur simultaneously and mu-
tually reinforce their effects, giving rise to the phenomenon of global polycrisis. 

Under these conditions, crises across societal systems face significant resistance and conse-
quences, while traditional solutions are increasingly ineffective. From an economic perspec-
tive, society, in the form of the state, confronts multiple challenges. How can progress and 
development be ensured under increased financial and societal pressures, addressing numer-
ous crisis factors while mitigating public indebtedness? The consequences of polycrisis directly 
impact public finances. Rising expenditures in healthcare, social protection, and green invest-
ments, coupled with declining public revenues during economic shocks, lead to higher public 
debt and additional pressure on fiscal stability. Traditional short-term response models have 
proven inadequate, highlighting the need for integrated and adaptable fiscal strategies capable 
of managing multidimensional risks. 

The COVID-19 pandemic demonstrated how such events directly burden public finances, re-
quiring increased investment in healthcare, social protection, and sustainable infrastructure, 
while economic downturns simultaneously strain budgets and public debt.  

Today’s challenges are no longer isolated; they synchronize to create a global polycrisis, in 
which economic, social, climatic, and geopolitical factors interweave and amplify each other’s 
impacts. This necessitates innovative and adaptive fiscal policies that integrate public finance 
management with resilience and sustainability strategies. Effective planning must consider 
causal interconnections to mitigate negative outcomes, strengthen economic and social sta-
bility, and enable long-term development in complex global conditions. 

In light of these challenges, it is evident that contemporary public policy must consider the 
synergy of economic, ecological, social, and political factors. The goal is to develop a fiscal 
framework that ensures sustainable stability, tailored to the context of global polycrisis, and 
that provides effective responses to complex, interdependent crises.  

The working hypothesis of this study is that under conditions of polycrisis, it is essential to 
adopt adaptable and transparent fiscal frameworks, along with globally coordinated fiscal ap-
proaches, to achieve stability in public finances. The subsidiary hypotheses posit that recog-
nizing the synergistic effects of individual crisis factors and employing a multidimensional ap-
proach to crisis management will yield more stable and long-term outcomes. 
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2. Polycrisis and Anthropocene Epoch 

Parallel to the discoveries of the Industrial Revolution, human economic activity and living 
standards accelerated, often neglecting the consequences for the environment. Humanity be-
came the dominant force. In the second half of the twentieth century, ther e was a rapid in-
crease in the global population, intensified energy use, and an acceleration of production and 
consumption. However, the consequences were profound for biogeochemical systems, leading 
to significant changes in energy systems, climate, and environmental protection. These qual-
itative disruptions and challenges also gave rise to crises with both qualitative and quantitative 
negative implications1. 

The epochal impact of humanity on Earth, characteristic of the Anthropocene, has shaped a 
new dynamic of change and transformed the functioning of natural, social, and economic sys-
tems. Contemporary challenges can no longer be understood linearly, as the effects of a single 
event rapidly propagate through a network of interconnected systems—from climate change 
and energy security to geopolitical shocks, migration flows, technological innovations, and 
social transformations. None of these components operate in isolation; on the contrary, their 
interaction generates synergistic effects, where one shock can accelerate or amplify others, 
often in unexpected and exponential ways. 

The heterogeneity, overlap, and interdependence of crisis factors necessarily condition the ap-
proach to their resolution. Understanding these interdependencies becomes crucial for grasp-
ing the complexity of the modern world and for developing integrated approaches that con-
sider not only immediate but also delayed consequences of change. Polycrises, as a multidi-
mensional phenomenon, require recognition of the hidden feedback loops between economic, 
social, ecological, and geopolitical factors. Historically, from the aftermath of World War II, 
the Cold War, and the oil crises, through the establishment of global financial systems and 
“turbo-globalization”, to digitalization and new forms of the economy, it is evident that crises 
accumulate and mutually reinforce, creating continuous pressure on human societies and nat-
ural resources. 

Crises are heterogeneous, overlapping, and interdependent. Technological revolutions have 
increased production and consumption, and consequently the exploitation of natural re-
sources, simultaneously driving environmental degradation. Resource scarcity has led to rising 
commodity prices. The disruption of natural balances has facilitated the emergence of new 
endemic diseases. Resource limitations, in turn, have triggered geopolitical restructuring, 
armed conflicts, and migration movements. The overlaps and interconnections have resulted 
in the simultaneous emergence of multiple crises, inducing economic downturns, inflation, 
GDP contraction, and rising unemployment, which, as feedback loops, generate further migra-
tion and geopolitical restructuring. 

In this context, there is a simultaneous need for new investment in preserving systems through 
green technologies, as well as health and social systems that place humans at the centre 

 
1  JR MCNEILL and P ENGELKE, The Great Acceleration: An Environmental History of the Anthropocene since 1945 (Belknap Press 
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(typical of the Anthropocene) while acknowledging the progressive growth of the human pop-
ulation over the past century. Pressure on macroeconomic policy and public finances is inten-
sifying, making the search for solutions within defined parameters crucial for the survival of 
national and global systems. Within this description, one can identify economic, energy, cli-
mate, health, geopolitical, ecological, and migration crises, collectively definable as a polycri-
sis system. 

A polycrisis system recognizes synergistic effects in a negative sense, thus it is essential to 
develop models that generate synergistically positive responses. This dynamic requires well-
considered resilience and adaptation strategies that are flexible, long-term, and integrated. 
They must combine scientific knowledge of ecosystems, technological innovation, social pol-
icies, and international cooperation to mitigate potential domino effects of new crises. Con-
sidering the accelerated pace of change and the unpredictability of its consequences, the 
polycrisis in the Anthropocene emerges not only as a challenge for current generations but 
also as a question of how to shape a sustainable and stable future in a globally interconnected 
world. 

3. Theoretical Overview of the Polycrisis Concept 

Among the first theorists to recognize contemporary crises as a “polycrisis” were Edgar Morin 
and Anne Brigitte Kern, who, at the end of the 20th century defined polycrisis in the following 
manner: 

“one is at a loss to single out a number one problem to which all others would 
be subordinated. There is no single vital problem, but many vital problems, and 
it is this complex intersolidarity of problems, antagonisms, crises, uncontrolled 
processes, and the general crisis of the planet that constitutes the number one 
vital problem”2.  

Certain authors view the concept of polycrisis as the causal interweaving of various crises at 
the global level, which pose a significant threat to humanity3. The same authors argue that it 
is necessary to investigate the causal mechanisms that lead to the spread of a crisis, as well as 
its interactions with other crises at the global level.  

In further research, the same group of authors makes a distinction based on risk, differentiat-
ing between an individual crisis and a polycrisis. In this context, they argue that a polycrisis is 
not triggered by conventional risk, but by systemic risk, which leads to both intrasystemic and 
intersystemic impacts. Intrasystemic risk spreads rapidly within a single system through vari-
ous mechanisms, whereas intersystemic risk involves the spillover of risk from one system to 
another4. 

 
2  E MORIN and AB KERN, Homeland Earth: A Manifesto for the New Millenium (Hampton Press 1999) 74. 
3  M LAWRENCE, S JANZWOOD and T HOMER-DIXON, ‘What Is a Global Polycrisis’ Version 2.0, Discussion Paper (2022-4), Cascade 

Institute 9 https://cascadeinstitute.org/wp-content/uploads/2022/04/What-is-a-global-polycrisis-v2.pdf accessed 12 
January 2025. 

4  M LAWRENCE, T HOMER-DIXON, S JANZWOOD, J ROCKSTRÖM, O RENN and JF DONGES, ‘Global polycrisis: the causal mechanisms of 
crisis entanglement’, (2024) 7(e6) Global Sustainability 3 https://doi.org/10.1017/sus.2024.1. 
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Henig and Knight approach polycrisis through three dimensions: spatial, temporal, and inten-
sity. The spatial dimension considers the effects of interconnected crises at the global, na-
tional, and local levels. The temporal dimension captures immediate, delayed, and long-term 
risks. The intensity dimension identifies weak, medium, and strong levels of impact 5.  

It has been said that polycrises have occurred in the past and tend to recur throughout history 6. 
According to authors holding this view, the structure of society consists of various elements 
that interact with the external environment, making intersystemic reactions within a society 
inevitable, which then propagate across different dimensions. They provide the example that 
climatic shocks can negatively affect production and cause food shortages, which, in the pro-
cess of crisis management, place a strain on public finances and the state budget. In cases of 
prolonged or recurring crises, this may lead to inefficiencies in state governance. They further 
emphasize that, although some risks are exogenous, the disturbances they trigger can only be 
understood when viewed through complex, multidimensional mechanisms, including interac-
tions with both direct and indirect social structures7. 

It is noteworthy that all definitions of polycrisis emphasize the system, its elements, intercon-
nections, and functions8. Considering all characteristics of a system in risk analysis is a key 
mechanism for creating effective solutions to mitigate or overcome crises.  

Some authors distinguish systemic archetypes in the analysis of polycrises: convergent con-
straints, deepening divisions, and crisis deferral. The first archetype, convergent constraints, 
concerns global dimensions and primarily relates to limited resources. The archetype of deep-
ening divisions emphasizes issues of inequality and sustainable development. The third arche-
type, crisis deferral, represents linear and superficial interventions9. 

Other authors have analysed different variable matrices in system regime changes and found 
that these changes can exhibit characteristics such as shared drivers, domino effects, and hid-
den feedback loops10. Their model has a significant impact on understanding the effects of 
polycrises and identifying frameworks for implementing appropriate measures to resolve them 
effectively. 

Considering the characteristics of the contemporary environment, where multiple crisis fac-
tors intersect and overlap, official international institutions are also committed to long -term 
solutions to these challenges. For example, the UNDP emphasizes that the rise of intercon-
nected systemic risks necessarily requires a radical shift in problem-solving approaches. De-
velopment policies must aim for long-term and sustainable development potential, adaptive 

 
5  D HENIG and D KNIGHT, ‘Polycrisis: Prompts for an emerging worldview’ (2023) 39(2) Anthropology Today 4    

https://doi.org/10.1111/1467-8322.12793. 
6  D HOYER, JS BENNETT, J REDDISH, S HOLDER, R HOWARD, M BENAM, J LEVINE, F LUDLOW, G FEINMAN and P TURCHIN, ‘Navigating 

polycrisis: long-run socio-cultural factors shape response to changing climate’ (2023) 378(1889) Philosophical Transactions of 
the Royal Society B: Biological Sciences 5 https://doi.org/10.1098/rstb.2022.0402. 

7  Ibid. 
8  DH MEADOWS, Thinking in Systems: A Primer (ed D Wright, Earthscan London 2008) 17. 
9  D COLLSTE, CI APETREI, L BOOTH SWEENEY, J LYNCH BOUCHER, J CHONG-LENG GOH, O HAMANT, CE MANDL, GS MARTIN MEHERS, R 

ODA and BJM DE VRIES, ‘Polycrisis patterns: applying system archetypes to crisis interactions’ (2025) 8(e17) Global 
Sustainability 3-4 https://doi.org/10.1017/sus.2025.21. 

10  JC ROCHA, G PETERSON, Ö BODIN and S LEVIN, ‘Cascading regime shifts within and across scales’ (2018) 362(6421) Science 1379-
1383 https://doi.org/10.1126/science.aat7850. 

https://doi.org/10.1111/1467-8322.12793
https://doi.org/10.1098/rstb.2022.0402
https://doi.org/10.1017/sus.2025.21
https://doi.org/10.1126/science.aat7850
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to emerging crisis factors11. 

The complexity of crisis factors is directly correlated with strong pressures on public finances, 
which makes it necessary to particularly emphasize their significance in the era of polycrisis.  

The UNDP considers that cross-sectoral financing of the SDGs, with a focus on high-impact 
interventions or accelerators, represents one of the potential adaptive solutions 12. 

The UN, in its report Financing for Sustainable Development13, point out that over the past 20 
years, fiscal deficits have increased, especially following the 2008 economic crisis and the 2020 
pandemic, as governments sought to finance rising expenditures to mitigate crisis factors. A 
clear correlation emerges between public finances and polycrisis, highlighting the necessity 
for new frameworks of macroeconomic sustainability. 

4. Global Dimensions of Polycrisis: An Integrated Approach to Multiple 
Crisis Factors 

Understanding polycrisis through its dimensions involves analysing risk across three key per-
spectives: systemic, cascading, and complex. Systemic risk arises from chain reactions within 
institutional frameworks or specific markets. It is endogenous and has a cumulative character. 
Cascading risks are multidimensional, often triggered by human or technological errors. They 
exhibit intersystemic characteristics across multiple subsystems and require specialized ap-
proaches for mitigation. Complex risks refer to situations where multiple crisis factors coexist 
and interact, producing strong and compounded consequences14. 

Polycrisis can be understood as a multidimensional phenomenon encompassing the simulta-
neous occurrence of multiple structural crises across key domains of the global system. This 
includes financial and debt crises, disruptions in international trade and supply chains, climate 
change and biodiversity loss, escalating geopolitical conflicts, as well as crises of legitimacy in 
political institutions. Their interconnections produce nonlinear and often unpredictable out-
comes, which is why contemporary instability cannot be adequately explained through isolated 
analysis of individual sectors. 

In the context of identifying crisis factors within the complexity of a polycrisis and determin-
ing the characteristics of risks, the following crises can be defined: 

– Economic and financial 

– Geopolitical 

– Climate-related 

– Energy-related 

 
11  UNDP, UNDP RBAP Foresight Brief: Polycrisis and Long-term Thinking (2022) 21. 
12  UNDP, Guidance Note – Financing across sectors for sustainable development (2019) 72. 
13  United Nations Inter-agency Task Force on Financing for Development, Financing for Sustainable Development Report 2024: 

Financing for Development at a Crossroads  (New York: United Nations 2024) https://developmentfinance.un.org/fsdr2024   
accessed 8 February 2026. 

14  MS AHAMED, T SARMAH, A DABRAL, R CHATTERJEE and R SHAW, ‘Unpacking systemic, cascading, and compound risks: A case 
based analysis of Asia Pacific’ (2023) 18(100285) Progress in Disaster Science 2-4 https://doi.org/10.1016/j.pdisas.2023.100285. 

https://developmentfinance.un.org/fsdr2024
https://doi.org/10.1016/j.pdisas.2023.100285
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– Health-related 

– Technological and digital 

– Socio-demographic 

The economic and financial crisis in the era of polycrisis can be viewed as a Gordian knot. It 
intertwines all multidimensionality, complexity, cyclicality, continuity, and the high intensity 
of other crises. The intersystem synergistic effect is most strongly manifested through this 
type of crisis. Addressing it and creating sustainable solutions requires a high degree of flexi-
bility and adaptability. 

On one hand, the economic and financial crisis is characterized by market instability, a decline 
in economic activity (GDP contraction or slow growth), rising unemployment, the emergence 
and increase of inflationary pressures, rising global commodity prices, and so on. On the other 
hand, there are growing demands for investment in healthcare, green technologies, new en-
ergy sources, and more. Therefore, the risk characteristics in the economic-financial system 
are high-risk, both endogenous and exogenous in nature, complex, and multidimensional. 

It is also important to distinguish between the different forms of economic-financial crises and 
their cyclicality, which stems from the aforementioned characteristics. Crisis manifestations 
can be evolutionary in nature, occurring cyclically at certain stages of socio-economic devel-
opment, or they can take the form of sudden “shock” crises, such as the 2008 mortgage and 
credit market crisis. With economic development, crises have become increasingly frequent, 
and in the 21st century, they are common, complex, and of high intensity, often exhibiting 
characteristics of a polycrisis themselves. 

According to official WTO sources from 2024, in 1999, global imports recorded an annual 
growth of 5.9%, while exports grew by 4.7%15. According to UNCTAD, the annual GDP growth 
was 6.41% in 1973, declined to 3.56% in 1999, and stood at 2.82% in 2024 16. From the same 
source, inflation in the 1980s remained at a high level (1983 – 17.93%, 1985 – 28.20%, 1990 – 
143.06%, 2000 – 4.23%, 2009 – 1.59%, 2022 – 8.55%). Based on these indicators, shown here 
only for selected years, it can be concluded that sudden spikes and economic shocks tend to 
occur during periods of crisis. In the 1970s, oil shocks were prevalent; in the 1980s, additional 
oil shocks and the emergence of new diseases such as HIV appeared; the 1990s saw geopolitical 
restructuring in Europe and the Asian financial crisis; and in the 21st century, resource crises, 
geopolitical changes, and pandemics have become significant. This clearly illustrates why, as 
noted at the outset, the economic-financial crisis can be seen as the Gordian knot of all crises 
and, in a certain sense, represents a polycrisis in itself.  

Managing the macroeconomic environment under these conditions is a substantial challenge, 
as unilateral, linear, and time-limited models are insufficient to provide long-term stability 
and sustainability. Therefore, new, more flexible, adaptive, and complementary approaches 
that account for interactions with other crises are required.  

Geopolitical risks span a wide spectrum: territorial disputes, struggles for power and resources, 

 
15  World Trade Organization, https://stats.wto.org/ accessed 24 January 2026. 
16  UNCTADstat, Data centre, https://unctadstat.unctad.org/datacentre/dataviewer/US.GDPGR accessed 11 February 2026. 

https://stats.wto.org/
https://unctadstat.unctad.org/datacentre/dataviewer/US.GDPGR
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competing ideologies, political influence, and more. Geopolitical crises are consistently pre-
sent, though their intensity and impact have grown stronger over time. The contemporary ge-
opolitical dimension of polycrisis is marked by stable but long-term destabilizing “cold com-
petition,” and, increasingly, by direct conflicts. Strategic competition takes place in sectors 
such as technology, trade in natural resources, and security. Within this context, the develop-
ment of artificial intelligence and control over semiconductor production have become critical 
arenas of strategic rivalry. 

These trends are accompanied by processes of weakening global multilateralism. Traditional 
international institutions, such as the United Nations and the World Trade Organization, face 
limited capacity to effectively manage contemporary crises, as well as financing challenges. As 
a result, instead of universal cooperation mechanisms, regional “mini-blocs” and thematic co-
alitions focused on specific issues—such as green technologies, critical minerals, or AI regula-
tion—are increasingly formed, further fragmenting the global order. 

At the same time, the global system faces the multiplication of regional conflicts whose effects 
spill over beyond local boundaries and acquire planetary implications. An example is the war 
between Russia and Ukraine, which creates deep additional polarizations worldwide and 
threatens potential new escalations. Potential escalation points include the Middle East, the 
Russia–Ukraine conflict, Russia–NATO relations, the US–Venezuela relationship, and insta-
bility in the Sahel region of Africa, exacerbated by climate change, food shortages, and migra-
tion pressures. This underscores that security risks are increasingly intertwined with ecological 
and socio-economic factors. 

Geopolitical risks can strongly affect the global economy through the imposition of sanctions, 
trade barriers (such as the recent example of increased tariffs imposed by the United States on 
most countries worldwide), disruptions in supply chains, and constraints on the availability of 
energy resources and critical minerals, among other factors17. These risks are directly associ-
ated with lower fiscal and external sustainability18. 

The crisis of climate change, or the ecological–climatic dimension of the polycrisis, is mani-
fested through increasingly frequent and intense extreme weather events, including floods, 
prolonged droughts, megafires, and tropical cyclones, whose socio-economic effects extend 
far beyond the immediately affected geographical areas. Climate change directly affects the 
efficiency of agricultural production, increases food prices, and strengthens migration flows, 
thereby becoming one of the key drivers of global economic and social instability. 

A particular segment of the climatic polycrisis concerns water resources, which are identified 
as one of the most critical global risks in the coming decades. Water is increasingly becoming 
a strategic resource, especially in regions such as Asia, the Middle East, and Africa, where cli-
matic stress is combined with demographic growth, urbanization, and weak institutional 

 
17  K KHAN, A KHURSHID and J CIFUENTES-FAURA, ‘Investigating the relationship between geopolitical risks and economic security: 

Empirical evidence from central and Eastern European countries’ (2023) 85A(103872) Resources Policy 1 
https://doi.org/10.1016/j.resourpol.2023.103872. 

18  A ALFONSO, J ALVES and S MONTEIRO, The Pressure Is On: How Geopolitical Tensions Impact Institutional Fiscal and External  
Stability Responses (2024) CESifo Working Paper No 11067, Center for Economic Studies and ifo Institute (CESifo), Munich, 2. 

https://doi.org/10.1016/j.resourpol.2023.103872
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capacities for resource management. 

At the same time, the energy transition towards a low-carbon economy, although necessary 
from the perspective of sustainability, generates new sources of systemic risk. The rapid 
growth in demand for critical minerals such as copper, lithium, and nickel leads to geopolitical 
tensions and potential disruptions in supply chains. The growing pressure on financing 
through green investments also opens a new area of risk and specific financial crises due to the 
potential for speculation within ESG portfolios. 

Climate change represents an intense and critical risk to macroeconomic stability. According 
to the IMF, it is necessary to develop scenarios that provide responses to specific climate haz-
ards, based either on average periods of 10–20 years or on so-called tail events with recurring 
outcomes at frequencies of 50 or 100 years. In this way, appropriate strategies can be defined 
to prevent severe adverse impacts on macroeconomic stability and on medium-term fiscal and 
debt sustainability.19 

The energy crisis is a consequence of insufficient energy availability (due to various causes) 
and leads to a situation in which serious disruptions occur in the production, distribution, or 
consumption of energy resources. According to the IEA (International Energy Agency), rising 
energy prices, fuel shortages, increasing energy poverty, and economic slowdown constitute a 
global economic crisis: precisely the kind the world is facing today.20 Unlike short-term market 
fluctuations, an energy crisis implies a systemic disruption with macroeconomic, social, and 
geopolitical consequences, including slower economic growth, rising inflation, increased en-
ergy poverty, and heightened political tensions. The energy crisis represents a true benchmark 
of polycrisis due to its multidimensional implications. It may be triggered by limited energy 
supply, the global movement to reduce carbon emissions from fossil fuels, or disruptions in 
supply chains (such as the oil shocks of the 1970s). It is a structural rather than cyclical crisis, 
as it reflects a profound transformation of the energy system. 

The structural nature of today’s energy crisis stems from the simultaneous impact of several 
long-term processes: geopolitical fragmentation, accelerated energy transition, climate con-
straints, technological change, and shifts in consumption patterns. The energy system is in a 
transitional phase from a fossil-based to a low-carbon regime, in which old supply models be-
come unstable before new ones are fully established institutionally and infrastructurally. The 
main drivers of the current energy crisis include geopolitical, macroeconomic, climatic, and 
structural factors. 

Geopolitical factors are a key source of contemporary energy instability. Wars and sanctions 
directly disrupt supply flows, while the politicization of energy resources turns energy into an 
instrument of foreign policy and strategic pressure. The fragmentation of global energy mar-
kets, through the formation of bloc-based supply chains and regional energy zones, further 
reduces market efficiency and increases systemic risk. 

 
19  Z ALIGISHIEV, E MASSETTI, and M BELLON, ‘Macro-Fiscal Implications of Adaptation to Climate Change’ (2022) 2022(002) Staff 

Climate Notes 13 https://doi.org/10.5089/9798400201608.066. 
20  International Energy Agency, What is energy crisis? (2025) https://www.iea.org/topics/global-energy-crisis accessed 11 

February 2026. 
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Macroeconomic factors are particularly evident in the post-pandemic recovery of the global 
economy, which led to a sharp increase in energy demand that was not matched by adequate 
growth in supply. At the same time, inflationary pressures and rising interest rates have in-
creased production and investment costs in the energy sector, while high volatility in energy 
markets has intensified uncertainty for firms and households.  

Climatic and environmental factors triggering today’s energy crisis include extreme weather 
events, such as droughts, floods, and heatwaves, which directly affect energy production (es-
pecially hydropower and nuclear capacities that depend on water resources). At the same time, 
environmental constraints on fossil fuels and growing regulatory pressures for decarboniza-
tion impose additional costs and structural changes on the energy sector.  

Structural factors of the energy system result from the high dependence of many countries on 
energy imports, combined with insufficient diversification of energy sources and supply 
routes. This problem is further exacerbated by outdated infrastructure, limited storage capac-
ity, and the slow development of smart energy grids, making energy systems highly vulnerable 
to external shocks. 

A health crisis represents a situation in which healthcare systems lose the ability to provide 
effective, accessible, and equitable health services to the population, due to a combination of 
epidemiological shocks, structural weaknesses, and socio-economic pressures. In the context 
of polycrisis, a health crisis cannot be viewed solely as a medical issue, but as a systemic phe-
nomenon with profound economic, political, and social implications.  

The contemporary health crisis encompasses the simultaneous spread of new endemic dis-
eases, the rise of chronic non-communicable illnesses, a growing mental health crisis, and the 
erosion of public healthcare system capacities. The COVID-19 pandemic acted as a catalyst, 
but not as the root cause, revealing structural weaknesses in existing healthcare models, in-
cluding insufficient funding, unequal access to health services, and dependence on global sup-
ply chains for medicines and medical equipment. The pandemic highlighted the necessity of 
cooperation between the World Health Organization and national governments in order to im-
plement, through synergistic efforts, mechanisms to mitigate the negative effects it had on 
health, social, and economic systems21. 

The key dimensions of the health crisis relate to epidemiological risk, which includes the emer-
gence of new pathogens, antimicrobial resistance, and the increased incidence of zoonoses 
resulting from climate change and ecosystem degradation. The second level consists of struc-
tural weaknesses in healthcare systems, including shortages of personnel, inadequate infra-
structure, and limited fiscal capacity to finance healthcare. The third level refers to the socio-
economic determinants of health, such as poverty, inequality, urbanization, and population 
aging, which increase pressure on healthcare systems and deepen disparities in health out-
comes. The fourth level encompasses a crisis of trust in institutions and medical expertise, 
manifested through the spread of misinformation, vaccine scepticism, and the politicization 
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of health policies. 

As in the case of the energy and climate crises, the contemporary health crisis has a predomi-
nantly structural rather than cyclical character. It does not stem from a single isolated event, 
but from long-term processes such as demographic change, global mobility, ecological disrup-
tions, and transformations in work and lifestyles. Healthcare systems were designed for stable 
environments and predictable disease patterns, whereas today they face multiple, simultane-
ous, complex, and nonlinear risks that often produce both domino and delayed effects. In this 
sense, the health crisis represents an integral component of the polycrisis: it acts simultane-
ously as its product and as a factor that further destabilizes other sectors, particularly public 
finances, labor markets, and social policies. Health thus becomes not only a matter of individ-
ual well-being, but also a central component of economic resilience and social cohesion.  

The technological-digital crisis refers to a condition in which accelerated technological devel-
opment, instead of contributing solely to productivity and social progress, generates new 
forms of systemic instability, inequality, and institutional misalignment. Within the polycrisis, 
digital transformation becomes an ambivalent process: at the same time a source of economic 
growth and a key factor in destabilizing existing social, political, and economic structures.  

The contemporary digital crisis does not arise from a lack of technology, but from its exces-
sively rapid diffusion relative to society’s ability to manage it normatively, institutionally, and 
ethically. The development of artificial intelligence, automation, platform economies, and 
mass data processing creates a deep gap between technological capacities and regulatory 
frameworks, thereby increasing the risk of abuse, market distortions, and loss of control.  

The first dimension concerns the crisis of work and employment, driven by automation and 
algorithmic management, which alter the structure of labour markets, displace middle-skilled 
jobs, and increase precarious forms of employment. The digital economy generates a high con-
centration of profits in a limited number of technology companies, while simultaneously deep-
ening social inequalities. 

The second dimension encompasses the crisis of privacy and data control. The mass collection 
and commercialization of personal data lead to the erosion of individual rights, while data are 
increasingly treated as a strategic resource comparable to energy or capital. This opens space 
for new forms of digital surveillance, both by corporations and by states.  

The third dimension refers to the informational and epistemological crisis, manifested through 
the spread of misinformation, algorithmic manipulation, and the fragmentation of the public 
sphere. Digital platforms become key intermediaries in shaping political attitudes, but without 
adequate responsibility for the social consequences of their activities.  

The fourth dimension is geopolitical digital fragmentation, in which the global internet and 
technological standards are increasingly divided along bloc lines. Different models of digital 
capitalism, authoritarian techno-surveillance, and regulated digital economies produce com-
peting technological ecosystems, thereby weakening the idea of a unified global digital space.  

The technological-digital crisis has a distinctly structural character, as it is rooted in the very 
logic of contemporary capitalism, which favours rapid innovation, market concentration, and 
data commodification, without adequate social control. Unlike earlier technological 
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revolutions, digital transformation affects almost all spheres of life, from work and education, 
through healthcare and finance, to politics and security.  

In this sense, the digital crisis is not a temporary phase of technological adjustment, but a 
permanent state of tension between technological possibilities and the institutional capacities 
of society. It directly intersects with other dimensions of the polycrisis: it affects energy con-
sumption (data centres, crypto-technologies), healthcare systems (digital health, biotechnol-
ogies), geopolitics (AI, cyber warfare), and public finances (taxation of digital platforms, fiscal 
sovereignty). 

In other words, the technological-digital crisis represents the “invisible infrastructure” of the 
polycrisis: it does not always produce spectacular shocks, but it continuously reshapes the 
foundations of the social and economic order. 

The socio-demographic crisis refers to deep and long-term changes in population structure 
that undermine the sustainability of economic, social, and institutional systems. Within the 
polycrisis, demographic processes do not operate in isolation, but intersect with economic, 
health, climate, and political crises, amplifying their effects and generating new forms of social 
instability. 

The contemporary socio-demographic crisis manifests through four dominant trends: (1) pop-
ulation aging in developed countries, (2) declining fertility and natural population growth be-
low replacement levels, (3) intensified global migration flows, and (4) changes in population 
structure. These processes alter the balance between the working-age and dependent popula-
tion, threaten the sustainability of pension and healthcare systems, and create new patterns 
of social inequality. 

(1) The first dimension concerns demographic aging, which is becoming one of the great-
est fiscal and social constraints for modern states. Increased life expectancy, combined 
with declining birth rates, leads to a growing share of elderly people in the total popu-
lation, increasing pressure on public spending for pensions, healthcare, and social pro-
tection, while simultaneously reducing the tax base.  

(2) The second dimension encompasses the crisis of population reproduction, particularly 
pronounced in Europe, East Asia, and parts of post-socialist countries. Declining fer-
tility is associated with employment insecurity, high housing costs, changes in family  
patterns, and the transformation of gender roles. The demographic deficit thus be-
comes a long-term structural problem that cannot be quickly resolved through conven-
tional economic policies. 

(3) The third dimension relates to migration dynamics, which are becoming a central po-
litical and social challenge. Climate change, wars, economic inequalities, and demo-
graphic pressures generate massive migration flows, while recipient countries often 
lack the institutional capacity for successful migrant integration. Migration thus sim-
ultaneously functions as a mechanism for adjusting global imbalances and as a source 
of social tensions, political polarization, and the rise of populism.  

(4) The fourth dimension involves changes in household structures and social networks, 
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including the rise of single-person households, delayed marriage and parenthood, and 
the weakening of traditional forms of intergenerational solidarity. This increases the 
risk of social isolation, particularly among older and younger generations.  

Socio-demographic trends are shaped by two fundamental long-term and structural crisis fac-
tors: natural and migratory22. Natural factors refer to increased life expectancy, declining birth 
rates, changes in family structure, and similar trends. Migratory factors include population 
movements from rural to urban areas, as well as cross-border migration driven by differences 
in living standards, employment opportunities, and related conditions.  

The socio-demographic crisis has a distinctly structural character, as it is the result of long-
term cultural, economic, and technological changes that cannot be reversed in the short term. 
Demographic trends exhibit strong inertia: today’s population structure determines social and 
fiscal capacities for decades to come. 

Within the context of polycrisis, the socio-demographic crisis acts as a “silent multiplier” of 
other crises. It intensifies pressures on public finances, reduces the potential for economic 
growth, complicates energy and climate policies, and increases the vulnerability of healthcare 
systems. At the same time, demographic changes influence political dynamics by reshaping 
the structure of the electorate and the priorities of public policy.  

In other words, the socio-demographic crisis does not necessarily produce spectacular shocks, 
but in the long run it redefines societies’ capacities to manage all other dimensions of the 
polycrisis. It represents a deep structural framework within which co ntemporary economic, 
political, and institutional transformations unfold.  

5. Impact of Polycrisis on Public Finances – From Traditional to Adaptive 
Framework 

Polycrisis has had a significant impact on monetary policy over the past 20 years, which has 
led to the introduction of new mechanisms and instruments aimed at supporting sustainable 
development23. Different crises have necessitated the implementation of various financial 
measures, but it has also been essential to incorporate the synergistic, cascading, and inter-
systemic factors of other cyclical crises. The main recommendations have focused on: reform-
ing the fiscal system, achieving a higher degree of fiscal coordination in line with the SDGs, 
mobilizing domestic resources through institutional support, adjusting tax policies to increase 
revenues and reduce inequalities, promoting initiatives through a holistic approach, as well as 
digitalization, and developing a medium-term sustainable fiscal strategy24. 

The recommendations support a higher level of bilateral and multilateral cooperation in de-
fining fiscal frameworks, which is necessary given the aforementioned geographic dispersion 
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of polycrisis. The global economy requires shared global mechanisms and standards. Fiscal 
systems should be adaptable across spatial, temporal, and intensity dimensions, in accordance 
with the dimensions of polycrisis. Fiscal system reform should anticipate the integration of 
private and public sectors, thereby strengthening institutional capacities and implementing 
timely digital reforms. The outcome should be an efficient, effective, and transparent system 
that enables increased domestic revenue and greater capacity for investment towards the 
SDGs, in line with the Addis Ababa Action Agenda25  from 2015. It has proposed 100 measures 
and represents a starting basis for changing the framework of public finances. Crisis factors 
affect public finances and fiscal framework mechanisms in various ways, but at the same time, 
due to intersystem spillovers, they also produce a synergistic effect that must be anticipated.  

According to the WEF Global Risk Report 202526, polycrisis risks have been classified from the 
perspective of a 20-year time horizon. Research shows that climate change and the risks it 
carries are at the top, with a rising trend over the past 10 years. Economic risks are assessed 
differently. High-risk categories include public debt and the mortgage market. Economic risks 
below average include supply chain disruptions, inflation, economic corruption, and concen-
tration of strategic resources. Technological risks, such as disinformation and cyber espionage, 
are considered average risks, while AI is regarded as an exceptionally high-risk factor. Geopo-
litical risks are also considered high-risk. Social and health risks are similarly characterized as 
having a high likelihood of occurrence27. 

Public finances, in anticipating the aforementioned risks in the era of polycrisis, need to rede-
fine the fiscal framework to incorporate aspects of intensity and likelihood over the upcoming 
period. The new fiscal framework should provide a rapid, adaptable, strategically sustainable, 
and internationally coordinated system. In this way, it can respond effectively to the conver-
gence of risks within a polycrisis. 

During the COVID-19 pandemic, direct fiscal responses included cash transfers to households 
and businesses to boost consumption, credit moratoriums, wage subsidies, and deferrals of tax 
obligations28. The measures implemented led to an increase in public debt with long-term ef-
fects. The particular nature of the pandemic-induced recession suggests that fiscal policy 
should focus more on protecting individuals and sectors directly affected by the crisis,  rather 
than on broadly boosting aggregate demand. In this sense, the priority should be social pro-
tection rather than wide-ranging fiscal stimulus29. 

Regarding climate change, it is essential to establish a balanced interaction between fiscal pol-
icy and adaptation. This can be achieved through a combination of financing and mobilization 
of the private sector, aligning the structure of public expenditures with projections of climate 
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change and risks from climate shocks, as well as fostering a broad consensus among societal 
actors through public policies30. A potential solution is the adoption of medium-term fiscal 
frameworks that anticipate the effects of climate change and associated risks on public fi-
nances31. 

Geopolitical fiscal effects are reflected more in external sustainability than directly on public 
finances. However, the persistence of geopolitical impacts will cause negative effects on pro-
duction in the home country and positive effects in neighbouring countries, which in the next 
iteration will lead to increased government spending to maintain external accounts and influ-
ence the state of public finances32. 

Based on all of the above, it can be concluded that polycrisis requires poly-solutions, interdis-
ciplinarity, flexibility, adaptability, and medium-term sustainability. Guidelines for creating 
pathways toward these poly-solutions, as defined in the SDGs, can be considered a solid mul-
tidisciplinary framework. 

The new fiscal framework should be defined as fiscally transparent, green-budgeting oriented, 
and multipolar. Fiscal transparency implies social consensus in planning and adopting fiscal 
strategy. Green budgeting is responsible budgeting that includes the following activities: plan-
ning, proposal preparation, adoption, execution, control, and reporting. The most important 
aspects of green budgeting are institutional alignment, consistency with medium-term prior-
ities, macro-financial projections, capital budgeting, a medium-term framework, and fiscal 
risk management. 

Considering the interconnectedness of crisis factors and their synergistic interaction across all 
three dimensions, including the spatial dimension at the global level, developing a new fiscal 
framework also requires establishing multipolarity, which ensures cooperation among all 
stakeholders vertically and horizontally, both within and between national governments, as 
well as international institutions, NGOs, and the private sector. 

6. Conclusion and Discussion 

The contemporary global order is characterized by persistent and multidimensional instability, 
which cannot be adequately understood or managed through traditional linear analytical 
frameworks. The phenomenon of polycrisis demonstrates that economic, climatic, energy, 
health, technological, geopolitical, and socio-demographic challenges do not arise as isolated 
disruptions but as interrelated and synergistically connected processes, producing nonlinear, 
cascading, and often unpredictable outcomes. In this context, crises cease to be exceptions and 
instead constitute a permanent feature of modern society, while stability assumes the form of 
a dynamic, adaptive equilibrium rather than a static target.  

Historical analysis of the human-nature relationship, from existential through industrial to 
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post-industrial models, reveals that the epochal transition to the Anthropocene has marked a 
qualitative transformation in the underlying logic of socio-economic systems. Human activity 
has become the dominant driver of ecosystem changes, climate processes, and social struc-
tures, creating conditions conducive to the accumulation of systemic risks. Accordingly, 
polycrisis should not be considered a transient phase of global development but rather a struc-
tural characteristic of the contemporary world and a persistent determinant of global dynam-
ics. 

Economic and financial crises emerge as central nodes where the effects of other crisis dimen-
sions converge. They simultaneously reflect geopolitical tensions, energy disruptions, climatic 
shocks, health pressures, and demographic changes, while public finances function as the key 
transmission mechanism through which these risks materialize in social and economic life. 
Rising public debt, widening fiscal deficits, and the need for continuous state interventions 
underscore the limitations of traditional fiscal models predicated on short-term cycles and 
sectoral policies. 

Theoretical and conceptual analyses confirm the study’s central hypothesis: under conditions 
of polycrisis, it is imperative to adopt adaptive, transparent, and coordinated fiscal frameworks 
at both national and global levels. Effective management of public finances can no longer rely 
solely on principles of fiscal discipline and budgetary restraint; instead, it must integrate di-
mensions of resilience, sustainability, and long-term systemic adaptation. 

In this context, fiscal policy assumes not only a stabilizing role but also a transformative func-
tion. It becomes a strategic instrument for managing risks, simultaneously addressing the 
needs of healthcare systems, energy transition, climate adaptation, technological transfor-
mation, and social cohesion. Public finances are thus redefined from passive reflections of eco-
nomic dynamics into active mechanisms shaping societal development.  

Consequently, the polycrisis of the Anthropocene necessitates a fundamentally new develop-
mental paradigm. Solutions can no longer be sectoral, short-term, or exclusively national. Ra-
ther, an integrated, multidimensional, and globally coordinated approach is required, one that 
recognizes the systemic nature of contemporary risks and facilitates the creation of positive 
synergies among economic, ecological, technological, and social objectives. Only such a frame-
work can ensure the long-term stability of public finances and provide the foundation for sus-
tainable development in a world of persistent uncertainty.  

Based on this analysis, the study confirms its initial hypothesis: in the context of polycrisis, it 
is essential to implement adaptive, transparent, and globally coordinated fiscal frameworks to 
achieve stability in public finances. This conclusion is further supported by the examination 
of auxiliary hypotheses and the consideration of the synergistic interactions among individual 
crisis factors, highlighting the necessity of a multidimensional approach to crisis management. 
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