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Abstract 
Renewable energy has become a buzzword in policy papers and public debates. 

Economists have attempted to identify what are the determinants of the increase in renewable 
energy production and consumption. This is a concise review of these efforts. 
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Renewable energy has become a buzzword in policy papers and public 

debates. Moreover, the interest around renewables has surged to unprecedented 
peaks and both private sector and households become anxious to increase 
consumption of renewable energy. 

Perhaps the most important factor associated with the development of 
renewable energy (RE) is Gross Domestic Product. GDP per capita is a well-
known determinant of renewable energy consumption, but only in developed 
countries. This illustrates the so-called “environmental Kuznets curve” according 
to which, at an early stage of development, the increase in income leads to 
pollution and other environmental damages, but at a more advanced stage of 
development, when people preferences change, economic growth improves the 
environmental quality and increases the share of renewable energy. The causal 
relation between GDP and RE was noticed, among others, by Menyah and 
Wolde-Rufael (2010), who studied this issue in US for almost half a century. 
Table no. 1 summarizes the recent empirical research on the influence of GDP 
on renewable energy consumption. 

 
Table no. 1. Empirical evidence about the nexus between GDP and RE 

Study Sample;  
Study Period Results 

Sadorsky 
(2009) 

18 emerging countries; 
1994 to 2003. 

A 1% increase in real income per capita 
increases the consumption of renewable 
energy per capita by 3.5%. 
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Sadorsky 
(2009) 

G7 countries;  
1980-2005. 

A 1% increase in real GDP per person 
increases the consumption of renewable 
energy per capita by 8.44%. 

Li et. al. 
(2020) 

OECD economies over the 
period from 1990 to 2017. 

Income is an important factor in explaining 
renewable energy consumption. 

Tudor and 
Șova (2021) 

94 countries;  
1995-2019. 

Positive correlation between GDP per 
capita and renewable energy 
consumption, but only for the countries 
with middle–high, high and very high 
income levels. 

Polcyn et. al. 
(2022) 

10 european countries; 
2000-2018. 

A 1% rise in GDP per capita leads to the 
growth of renewable energy consumption 
by 0.69%. 

 
Intuitively, the quality of government should be associated with the 

development of renewable energy, because honest decisionmakers will pursue 
policies reflecting the preferences of their population. Therefore, one could expect 
corruption to prevent investment or consumption of renewable energy. However, 
the relation between corruption and renewable energy seems to be complex. 
Corruption can reduce investment and consumption of renewable energy if the 
lobbying power of fossil fuel sector is overwhelming, but it can also increase them 
if the environment regulations are exploited by the interest groups associated 
with wind and solar energy. A consistent review of the literature can be found in 
Leitao (2021). Cadoret and Padovano (2016) show that an improvement in the 
quality of governance, as measured by corruption perception index, increases 
the share of renewable energy consumption in European countries. However, a 
similar study over a different time period illustrates inconclusive results: corruption 
is negatively associated with REC in the European Union, but the result is not 
statistically significant (Tu et. al., 2022). Details about the empirical research in 
this area are summarized in Table no. 2. 

 
Table no. 2. Empirical evidence on the relation between corruption and RE 
Study Sample; Study Period Results 

Strunz et. al. 
(2016) 

Germany, before 2016. The “Energiewende” narrative is 
determined by ideology and rent-seeking. 

Gennaioli, C., 
Tavoni 
(2016) 

Italy; 1990–2007 Government subsidies for renewable 
energy can determine the formation of 
criminal associations between 
entrepreneurs and politicians. 

Mahmood et. 
al. (2021) 

Pakistan, India, 
Bangladesh, and Sri 
Lanka;1996–2019 

Control of corruption has a positive  
impact on natural gas consumption, but 
insignificant effects on renewable energy. 
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Uzar (2020) 38 countries; 1990–2015. Institutional quality has a positive impact 
on renewable energy consumption in the 
long run. 

Amoah et. al. 
(2022) 

32 African countries;  
1996–2019. 

A 1% increase in Corruption Perception 
Index reduces the share of renewable 
energy consumption by 0.31%. 

Cadoret and 
Padovano 
(2016) 

26 EU countries; 
2004-2011. 

Positive effect of the quality of 
governance on renewable energy 
consumption share. 

 
The political orientation of governments may be a significant factor of 

renewable energy development. The general ideological inclination of 
governments is well illustrated by the level of economic freedom. Economic 
freedom is a multi-dimensional concept used in measuring the quality of 
institutional framework, covering the rule of law, business freedom, fiscal and 
regulatory burden and other elements. Various studies have shown that, in 
relation to the environmental and climate issues, it can work both ways: it can 
sometimes increase the environmental damage and, in other cases, enhance 
sustainable development. While Loris (2015) argues that economic freedom 
supports environmental performance, Amoah et. al. (2020) and Rapsikevicius 
et. al. (2021) discover different nuances in this relation: some aspects of economic 
freedom have a negative impact on the environment in general, and on the share 
of renewable energy consumption in particular, while other aspects have a positive 
effect. Also, Le et. al. (2020) comprehensive study find that economic freedom 
improves environmental performance in high-income countries only. Tu et. al. 
(2022) show that in Europe there is a clear and positive connection between 
economic freedom and RE, but this study covers only ten years (2011-2020). 
Additional information about this line of research is presented in Table no. 3. 

 
Table no. 3. Empirical evidence on the relation between economic freedom and REC 

 
Study Sample; Study Period Results 

Tu et al. 
(2022) 

27 european countries; 
2011-2020. 

A rise in the Economic Freedom Index 
by 1 point increases the share of 
renewable energy consumption by 
0.21%. 

Amoah et al. 
(2020) 

32 african countries; 
1996-2017. 

The rule of law and the tax burden have 
a negative impact on the share of 
renewable energy consumption, while 
business freedom and trade freedom 
have a positive influence. 



Determinants of renewable energy: a note 31 

Rapsikevicius 
et al. (2021) 

23 european countries; 
2005–2018). 

Economic freedom reduces pollution, 
but increases CO2 emissions. 

Marinescu, 
C.; Fucec, 
A.A. (2014) 

5 european countries; 
1995-2011. 

Economic freedom positively 
influences renewable energy 
investments in some of these countries.  

 
A central indicator defining political orientation is the attitude on gender 

issues. The growing political representation of women has led many scholars to 
investigate the relation between gender and decision-making. In particular, a 
number of authors studied how women participation in politics influences the 
environmental and energy policy. Fredriksson and Wang (2011) show that women 
legislators are more inclined than men to vote for severe environmental regulations, 
a conclusion that was confirmed by Mavisakalyan and Tarverdi (2019). Salamon 
(2022) finds that a higher presence of women in parliament determines a higher 
consumption of renewable energy in developed countries. Finally, a very recent 
study shows that “a 1 percentage point increase in the proportion of women in 
the legislature increases the renewable energy production between 0.74 and 1.64 
percentage point” (D’Agosti, 2022). 

Considering the above literature review, we have found a consistent 
research indicating that ideology matters when it comes to environmental and 
energy policies.  

 
References 
 
Alesina, A., Perotti, R., 1995. The Political Economy of Budget Deficits. IMF Econ Rev 42, 

1–31 https://doi.org/10.2307/3867338 
Amoah, A., Kwablah, E., Korle, K., et al., 2020. Renewable energy consumption in 

Africa: the role of economic well-being and economic freedom. Energ Sustain 
Soc 10, 32 (2020). https://doi. org/10.1186/s13705-020-00264-3 

Amoah, A., Asiama, R. K., Korle, K., Kwablah, E. 2022, Corruption: Is it a bane to 
renewable energy consumption in Africa?, Energy Policy, Volume 163, 2022, 
112854, ISSN 0301-4215, https://doi. org/10.1016/j.enpol.2022.112854  

Belke, A., and Potrafke, N., Does government ideology matter in monetary policy? A panel 
data analysis for OECD countries, Journal of International Money and 
Finance, Volume 31, Issue 5, 2012, Pages 1126 - 1139, https://doi.org/10.1016/ 
j.jimonfin. 2011.12.014. 

Isabelle Cadoret, Fabio Padovano, 2016. The political drivers of renewable energies policies, 
Energy Economics, Elsevier, vol. 56(C), Pages 261-269, ISSN 0140-9883, 
https://doi.org/10.1016/j.eneco. 2016.03.003. 

Cahan, D., Doerr, L. & Potrafke, N., 2019, Government ideology and monetary policy in 
OECD countries. Public Choice 181, 215–238, https://doi.org/10.1007/s11127-
019-00652-0 

D’Agosti, N. 2022. Gender of Legislators and Renewable Energy. Working Paper. https:// 
www.nataliadagosti.com/files/gender_of_legislator_ RE.pdf 



Romanian Economic and Business Review – Vol. 20, number 2 32 

Dutt, P., and Devashish M., 2005. Political Ideology and Endogenous Trade Policy: An 
Empirical Investigation, The Review of Economics and Statistics, vol. 87, no. 
1, pp. 59–72. JSTOR, http://www.jstor.org/stable/40042922. 

Fredriksson, P. G., Wang, L., 2011. Sex and environmental policy in the US House of 
Representatives, Economics Letters, 113 (3), 228–230, https://doi.org/10.1016/ j.econlet. 

2011.07.019 
Gennaioli, C., Tavoni, M., 2016. Clean or dirty energy: evidence of corruption in the 

renewable energy sector. Public Choice 166, 261–290, https://doi.org/ 10.1007/ 
s11127-016-0322-y 

Jahn, D., 1998. Environmental performance and policy regimes: Explaining variations in 
18 OECD-countries. Policy Sciences 31, 107–131,  https://doi.org/10.1023/ 
A:1004385005999 

Le, Thai-Ha, Chang, Youngho and Park, Donghyun, 2020. Renewable and Nonrenewable 
Energy Consumption, Economic Growth, and Emissions: International Evidence, 
Energy Journal, vol. 41(2), pages 73-92. https://doi.org/10.5547/01956574. 
41.2.thle 

Leitão, Nuno Carlos, 2021. The Effects of Corruption, Renewable Energy, Trade and 
CO2 Emissions. Economies 9, no. 2: 62. https://doi.org/10.3390/economies 
9020062 

Li, Jingwen & Zhang, Xueyuan & Ali, Shahid & Khan, Zeeshan, 2020. Eco-innovation 
and energy productivity: New determinants of renewable energy consumption. 
Journal of Environmental Management. 271. https://doi.org/10.1016/j.jenvman. 
2020. 111028 

Loris, N.D., 2015. Economic freedom, energy, and development. Miller, T. and Kim, A. B. 
(eds.), Index of economic freedom, Washington, DC: The Heritage Foundation, 
pp. 57-68. 

Mahmood, Haider, Muhammad Tanveer, and Maham Furqan., 2021. Rule of Law, 
Corruption Control, Governance, and Economic Growth in Managing Renewable 
and Nonrenewable Energy Consumption in South Asia. International Journal 
of Environmental Research and Public Health 18, no. 20: 10637. https://doi.org/ 
10.3390/ ijerph182010637 

Marinescu, C.; Fucec, A.A., 2014. The Impact of Economic Freedom on Renewable 
Energy Investments’ efficiency. Proceedings of the 14th International 
Multidisciplinary Scientific GeoConference SGEM, Sofia, Bulgaria, 19–25 
June 2014; pp. 447–454. 

Mavisakalyan, Astghik & Tarverdi, Yashar., 2018. Gender and climate change: Do 
female parliamentarians make difference? European Journal of Political 
Economy. 56. https://doi.org/10.1016/j.ejpoleco. 2018.08.001 

Menyah, K. & Wolde-Rufael, Y., 2010. CO2 emissions, nuclear energy, renewable energy 
and economic growth in the US. Energy Policy. 38. 2911-2915. 
https://doi.org/10.1016/j.enpol.2010.01.024 

Polcyn, J.; Us, Y.; Lyulyov, O.; Pimonenko, T.; Kwilinski, 2022. A. Factors Influencing the 
Renewable Energy Consumption in Selected European Countries. Energies, 
15, 108. https://doi.org/10.3390/en 15010108 

Rapsikevicius, J.; Bruneckiene, J.; Lukauskas, M.; Mikalonis, S., 2021. The Impact of 
Economic Freedom on Economic and Environmental Performance: Evidence 
from European Countries. Sustainability, 13, 2380. https://doi.org/10.3390/ 
su13042380 



Determinants of renewable energy: a note 33 

Rothman, S. and Lichter, S. R., 1987. Elite Ideology and Risk Perception in Nuclear 
Energy Policy, American Political Science Review. Cambridge University 
Press, 81(2), pp. 383–404. doi: 10.2307/ 1961958  

Sadorsky, P., 2009. Renewable Energy Consumption, CO2 Emissions and Oil Prices in 
the G7 Countries. Energy Economics.31. 456-462. https://doi.org/10.1016/ 
j.eneco.2008.12.010. 

Sadorsky, P., 2009. Renewable Energy Consumption and Income in Emerging Economies. 
Energy Policy, 37, 4021-4028. https://doi. org/10.1016/j.enpol. 2009.05.003 

Salamon, H., 2022. The Effect of Women's Parliamentary Participation on Renewable 
Energy Policy Outcomes. European Journal of Political Research, 62. 
https://doi.org/10.1111/1475-6765.12539 

Sánchez-Vellvé, F. and León, M., 2021. EU minimum wages: To what extent does 
ideology matter?, Estudios de Economía, 48(1), pp. pp. 35–57. Available at: 
https://estudiosdeeconomia.uchile.cl/ index.php/EDE/article/view/63748 

Strunz, S.; Gawel, E.; Lehmann, P., 2016. The Political Economy of Renewable Energy 
Policies in Germany and the EU. Util. Policy, 42, 33–41. https://doi.org/ 
10.1016/j.jup.2016.04.005. 

Tu, Y.-X.; Kubatko, O.; Piven, V.; Sotnyk, I.; Kurbatova, T., 2022. Determinants of 
Renewable Energy Development: Evidence from the EU Countries. Energies, 
15, 7093. https://doi.org/10.3390/ en15197093 

Tudor, C.; Sova, R., 2021, On the Impact of GDP per Capita, Carbon Intensity and 
Innovation for Renewable Energy Consumption: Worldwide Evidence. 
Energies, 14, 6254. https://doi.org/10.3390/ en14196254 

Umut, U., 2020. Political economy of renewable energy: Does institutional quality make a 
difference in renewable energy consumption? Renewable Energy, Volume 155, 
August 2020, Pages 591-603. https://doi.org/10.1016/j.renene. 2020.03.172. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


