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Abstract

Fossil fuel consumption and greenhouse gas emissions are one of the most important factors in
climate change, which, along with the issue of the oil crisis and the sharp increase in its price,
caused industrialized countries to review their energy policies. In the new policy, renewable
energies such as wind, solar, geothermal, etc. have special importance in energy development
and planning, and the use of renewable energies has been able to act as the most important way
to reduce costs, access to clean energy, and improve the global climate. Unlike non-renewable
fuels, renewable energies also provide environmental and economic security. The aim of this
study is to investigate the effect of the variables of financial development, trade openness, and
net foreign investment flow (inbound and outbound) on renewable energy consumption in Iran
during the period 1990 to 2020, using the Markov switching model. The results of the Markov
switching model show that renewable energy consumption is affected by the variables of
financial development, trade openness, and net foreign investment flows and the resulting shocks.
Since the probability of being in the first regime is higher than the second regime, it means that
the tendency to be stable in a negative shock is greater than in a positive shock, and the impact
of a negative shock on renewable energy consumption is greater than in a positive shock. Because
the need to adapt to new conditions that reduce negative effects is greater, and the new approach
of companies and the government to dealing with new conditions also requires a lot of time, the
solution to this situation must have economic benefits. Because the policy and legal changes
related to the new situation are long-term, and because risk reduction is important in this situation,
stability in a negative shock is greater and takes more time, but being in a positive shock can
have greater utility.
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