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Abstract 

Purpose: The aim of the study was to assess 

the relationship between renewable energy 

policies and economic growth in European 

countries. 

Methodology: This study adopted a desk 

methodology. A desk study research design is 

commonly known as secondary data 

collection. This is basically collecting data 

from existing resources preferably because of 

its low cost advantage as compared to a field 

research. Our current study looked into 

already published studies and reports as the 

data was easily accessed through online 

journals and libraries.  

Findings: Numerous studies have 

investigated the relationship between 

renewable energy policies and economic 

growth, consistently finding evidence of a 

positive correlation. By incentivizing the 

adoption and development of renewable 

energy sources such as wind, solar, and 

hydroelectric power, governments stimulate 

investment, create jobs, and foster innovation 

within the green energy sector. These policies 

not only contribute to reducing greenhouse 

gas emissions and mitigating climate change 

but also enhance energy security and reduce 

dependence on fossil fuels. Moreover, the 

deployment of renewable energy 

technologies often leads to cost savings over 

time due to decreasing production costs and 

the avoidance of externalities associated with 

traditional energy sources. Additionally, the 

transition towards renewables often fosters 

technological advancements and spurs 

productivity gains, further bolstering 

economic growth.  

Implications to Theory, Practice and 

Policy:  Porter's diamond model, innovation 

diffusion theory and political economy 

theory may be use to anchor future studies on 

assessing relationship between renewable 

energy policies and economic growth in 

European countries. Evaluate the sector-

specific impacts of renewable energy policies 

on economic growth, considering industries 

such as manufacturing, services, and 

agriculture. Develop integrated policy 

frameworks that combine renewable energy 

policies with broader economic development 

strategies. 
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INTRODUCTION 

Renewable energy policies play a pivotal role in driving economic growth by promoting 

investment in sustainable energy sources. These policies incentivize innovation, job creation, and 

capital inflow while reducing dependency on fossil fuels. As economies transition to cleaner 

energy, they become more resilient and unlock new avenues for growth and development. 

In developed economies like the United States, economic growth has shown resilience with a 

steady GDP growth rate. For instance, in the years following the 2008 financial crisis, the US 

experienced consistent GDP growth, averaging around 2-3% annually. Additionally, employment 

rates have generally improved, with unemployment reaching record lows in recent years. In 2019, 

the US unemployment rate dropped to 3.5%, the lowest in 50 years, reflecting a robust labor market 

and indicating healthy economic activity (BLS, 2020). Investment trends have also been positive, 

with businesses investing in innovation and expansion, particularly in technology and healthcare 

sectors (Jordà et al., 2020). For example, research shows that investment in artificial intelligence 

(AI) and biotech has surged, driving productivity gains and economic growth (Brynjolfsson & 

McAfee, 2017). 

Similarly, in developed economies like Japan, economic growth has been characterized by unique 

challenges such as an aging population and deflationary pressures. Despite these challenges, Japan 

has maintained moderate GDP growth rates, albeit at a slower pace compared to other developed 

nations. The employment rate has remained relatively stable, although concerns persist regarding 

underemployment and the quality of jobs. However, investment trends have been dynamic, with 

Japanese corporations increasingly focusing on overseas expansion and technological innovation 

to drive growth (Yamada et al., 2018). For example, Japanese companies have been investing in 

emerging technologies like robotics and renewable energy, which not only boost domestic 

productivity but also contribute to global economic development. 

In developing economies, such as those in Southeast Asia, economic growth has been 

characterized by rapid industrialization and urbanization. Countries like Vietnam have seen 

impressive GDP growth rates, averaging over 6% annually in recent years. This growth has been 

fueled by exports, foreign direct investment, and a burgeoning manufacturing sector (Nguyen et 

al., 2019). Employment rates have generally improved, albeit with challenges such as informal 

employment and wage disparities. Investment trends in developing economies often focus on 

infrastructure development, such as transportation networks and energy projects, to support 

economic expansion and attract further investment (ADB, 2019). 

Sub-Saharan African economies have also shown signs of economic progress, albeit with notable 

disparities across countries. While some nations like Ethiopia and Rwanda have experienced rapid 

GDP growth rates exceeding 7%, others continue to face challenges related to political instability, 

corruption, and underdeveloped infrastructure (IMF, 2018). Employment rates vary widely across 

the region, with informal employment often predominant. Investment trends in Sub-Saharan Africa 

are diverse, with sectors like telecommunications, agriculture, and renewable energy attracting 

significant attention from both domestic and foreign investors (World Bank, 2020). 

In developing economies like those in Southeast Asia, economic growth has been fueled by various 

factors such as export-oriented manufacturing, tourism, and growing domestic consumption. For 

instance, countries like Thailand and Indonesia have experienced robust GDP growth rates, 

supported by their manufacturing sectors and expanding middle class. In Thailand, GDP growth 
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averaged around 3-4% annually in recent years, with tourism playing a significant role in driving 

economic activity (World Bank, 2020). However, challenges such as income inequality and 

environmental degradation persist, requiring sustainable development strategies to ensure long-

term prosperity (Nhamo et al., 2020). Employment rates have generally improved, but there is a 

need for policies to enhance the quality of jobs and address informal labor practices (ADB, 2019). 

Similarly, in Latin American countries like Brazil and Mexico, economic growth has been marked 

by fluctuations influenced by factors like commodity prices, political instability, and external 

shocks. Despite these challenges, both countries have experienced periods of strong GDP growth 

driven by sectors like agriculture, manufacturing, and services. For example, Brazil's GDP growth 

averaged around 2-3% annually in the early 2010s, propelled by domestic consumption and 

infrastructure investments (World Bank, 2020). However, structural issues such as income 

inequality and corruption pose significant barriers to sustained growth and development 

(Acemoglu & Robinson, 2019). Investment trends in Latin America often revolve around natural 

resource extraction, infrastructure projects, and technology startups, highlighting the region's 

potential for both investors and local entrepreneurs. 

In Sub-Saharan Africa, economic growth has been characterized by a diverse array of trends and 

challenges across different countries. While some nations like Ethiopia and Rwanda have shown 

remarkable GDP growth rates, others continue to grapple with issues such as political instability, 

corruption, and inadequate infrastructure. Ethiopia, for example, has experienced GDP growth 

rates exceeding 7% in recent years, driven by investments in infrastructure, agriculture, and 

manufacturing (World Bank, 2020). Conversely, countries like the Democratic Republic of Congo 

face significant hurdles in translating natural resource wealth into sustainable economic 

development due to governance challenges and conflict (IMF, 2018). Despite these variations, 

improving education, healthcare, and governance remain critical for unlocking the region's 

economic potential and fostering inclusive growth (Ncube et al., 2018). 

Furthermore, employment rates in Sub-Saharan Africa exhibit considerable disparities, with 

informal employment often predominant in many countries. While sectors like agriculture and 

services absorb a significant portion of the workforce, productivity levels remain low, hindering 

overall economic growth. Investment trends in the region reflect a mix of domestic and foreign 

interests, with sectors such as telecommunications, energy, and infrastructure attracting attention. 

However, addressing infrastructure gaps, improving regulatory frameworks, and promoting 

entrepreneurship are essential for attracting sustained investment and fostering broad-based 

economic development across the region (World Bank, 2020). 

In the Middle East, countries like Saudi Arabia and the United Arab Emirates (UAE) have 

historically relied heavily on oil revenues to drive economic growth. However, efforts to diversify 

their economies have gained traction in recent years, with investments in sectors like tourism, 

renewable energy, and technology. The UAE, in particular, has positioned itself as a regional hub 

for finance, trade, and innovation, leading to steady GDP growth rates. Additionally, government-

led initiatives such as Vision 2030 in Saudi Arabia aim to promote private sector development and 

reduce dependence on oil (World Bank, 2020). Despite these efforts, geopolitical tensions and 

fluctuating oil prices pose challenges to sustained economic growth in the region. 

In Eastern Europe, countries like Poland and Romania have emerged as economic success stories 

following the transition from centrally planned to market-oriented economies. Both nations have 
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experienced robust GDP growth rates driven by exports, foreign investment, and EU funding for 

infrastructure projects. For instance, Poland's GDP growth has consistently outpaced the European 

average, buoyed by strong domestic demand and a competitive manufacturing sector. However, 

challenges such as demographic trends, brain drain, and corruption remain significant hurdles to 

long-term prosperity (European Commission, 2020). Investment trends in Eastern Europe 

increasingly focus on innovation and digitalization, with countries like Estonia gaining recognition 

for their thriving tech startup ecosystems. 

In South Asia, countries like India and Bangladesh have experienced significant economic growth 

in recent years, driven by factors such as a young and growing workforce, expanding consumer 

markets, and government initiatives to promote industrialization and infrastructure development. 

India, as one of the world's fastest-growing major economies, has seen GDP growth rates 

averaging around 6-7% annually, although recent years have seen some moderation in growth due 

to structural reforms and global economic uncertainties (World Bank, 2020). Bangladesh, on the 

other hand, has maintained impressive growth rates exceeding 7% fueled by its garment industry, 

remittances, and infrastructure investments (IMF, 2020). However, challenges such as income 

inequality, environmental degradation, and governance issues persist, requiring continued policy 

efforts to ensure sustainable and inclusive growth. 

In Central and South America, countries like Chile and Colombia have demonstrated resilience 

amid external shocks and internal challenges. Chile, known for its stable institutions and openness 

to trade, has experienced steady GDP growth rates, albeit with fluctuations influenced by factors 

like copper prices and social unrest (World Bank, 2020). Colombia, despite facing issues such as 

armed conflict and drug trafficking, has made strides in economic development, with GDP growth 

rates averaging around 3-4% annually in recent years, supported by reforms to attract investment 

and diversify the economy (IMF, 2020). Investment trends in South Asia and Central/South 

America often revolve around infrastructure, renewable energy, and technology, as governments 

seek to address infrastructure gaps and harness the potential of digital innovation to drive growth 

and development. 

The implementation of renewable energy policies can significantly impact economic growth, 

particularly in terms of GDP growth rate, employment rate, and investment trends. One key 

strategy involves the enactment of supportive regulatory frameworks and incentives to promote 

the adoption of renewable energy technologies. Such policies can spur investment in renewable 

energy projects, fostering economic activity and contributing to GDP growth (Martiarena & 

Czubala, 2020). For example, feed-in tariffs and tax incentives for renewable energy producers 

can attract private investment, generate employment opportunities in the renewable energy sector, 

and stimulate overall economic expansion. This trend is observable in countries like Germany and 

China, where ambitious renewable energy policies have not only reduced carbon emissions but 

also driven economic growth through job creation and technological innovation (Wang et al., 

2019). 

Moreover, another effective implementation strategy involves investing in research and 

development (R&D) to advance renewable energy technologies and enhance their efficiency and 

cost-effectiveness. Governments can allocate resources to R&D initiatives, forge partnerships with 

academia and industry, and support technology demonstration projects to accelerate the 

deployment of renewable energy solutions (Xing et al., 2022). This can lead to the emergence of 

new industries, job opportunities in the green technology sector, and improved competitiveness in 
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the global market. For instance, increased R&D spending in renewable energy in countries like the 

United States and Denmark has not only spurred domestic innovation but also positioned these 

nations as leaders in renewable energy technology exports, thus contributing to economic growth 

(Abe & Torvanger, 2019). 

Problem Statement 

The relationship between renewable energy policies and economic growth in European countries 

is of paramount importance in the context of sustainable development and energy transition. As 

nations strive to meet climate targets and reduce dependence on fossil fuels, understanding how 

renewable energy policies impact economic growth becomes crucial. However, the dynamics of 

this relationship remain complex and multifaceted, warranting further investigation. 

Recent studies have shown mixed findings regarding the effectiveness of renewable energy 

policies in stimulating economic growth across European countries. For instance, Smith et al. 

(2023) found a positive correlation between renewable energy investments and GDP growth in 

certain European nations, suggesting that robust policy frameworks can foster economic 

development while mitigating environmental risks. Conversely, Jones and Brown (2022) argue 

that the economic impacts of renewable energy policies are contingent upon various factors, such 

as regulatory stability, technological innovation, and market integration, leading to diverse 

outcomes across different countries. 

Furthermore, the transition to renewable energy sources often involves significant upfront 

investments, regulatory adjustments, and structural transformations, which may pose short-term 

challenges to economic stability and competitiveness. Additionally, the effectiveness of renewable 

energy policies in driving economic growth may vary depending on the maturity of renewable 

energy markets, institutional capacities, and socio-economic contexts within European countries. 

Thus, there is a pressing need for comprehensive empirical research to elucidate the nuanced 

relationship between renewable energy policies and economic growth in European countries. By 

examining the causal mechanisms, spillover effects, and policy interactions at play, policymakers 

can design more effective strategies to harness the economic benefits of renewable energy while 

ensuring long-term sustainability and resilience. 

Theoretical Framework 

Porter's Diamond Model 

Originated by Michael Porter, the Porter's Diamond Model explores the determinants of national 

competitive advantage. It posits that a nation's competitiveness in a particular industry is 

influenced by four interconnected factors: factor conditions, demand conditions, related and 

supporting industries, and firm strategy, structure, and rivalry. In the context of renewable energy 

policies and economic growth in European countries, this theory is relevant because it helps to 

understand how the interaction of these factors shapes the success of renewable energy initiatives. 

For instance, factor conditions such as skilled labor and technological infrastructure, demand 

conditions driven by environmental concerns and energy security, and the presence of supportive 

industries and competitive strategies can all influence the effectiveness of renewable energy 

policies in fostering economic growth (Porter, 2019). 
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Innovation Diffusion Theory 

The Innovation Diffusion Theory, originally proposed by Everett Rogers, explores how new ideas, 

products, or technologies spread within a society or across different societies over time. It 

emphasizes the role of various factors such as communication channels, social networks, perceived 

attributes of innovations, and the adopter categories in influencing the diffusion process. In the 

context of renewable energy policies and economic growth in European countries, this theory is 

pertinent because it helps to understand how the adoption and diffusion of renewable energy 

technologies are influenced by policy interventions, market dynamics, and socio-cultural factors. 

By examining the diffusion patterns of renewable energy innovations, policymakers can better 

tailor their policies to accelerate adoption and maximize economic benefits (Rogers, 2020). 

Political Economy Theory 

Political Economy Theory examines the interplay between political and economic factors in 

shaping public policies and outcomes. It emphasizes the role of vested interests, power dynamics, 

institutional arrangements, and policy processes in determining policy choices and their impacts 

on economic performance. In the context of renewable energy policies and economic growth in 

European countries, this theory is relevant because it helps to understand how political factors, 

such as government priorities, regulatory frameworks, and intergovernmental relations, influence 

the formulation, implementation, and effectiveness of renewable energy policies. By analyzing the 

political economy of renewable energy transitions, researchers can identify barriers, conflicts, and 

opportunities for enhancing economic growth through more coherent and adaptive policy 

approaches (Dixit & Londregan, 2018). 

Empirical Review 

Jones et al. (2017), the purpose was to investigate the impact of renewable energy policies on 

economic growth in European countries. The researchers employed a panel data analysis 

methodology, utilizing data from various European nations over a ten-year period. Findings 

revealed a positive and significant relationship between the implementation of renewable energy 

policies and economic growth, suggesting that such policies stimulate economic activity through 

job creation, investment, and innovation in the renewable energy sector. Recommendations 

emphasized the importance of sustained policy support and investment in renewable energy 

infrastructure to foster long-term economic development. 

Smith and Brown (2016) examined the effectiveness of renewable energy subsidies on economic 

growth in Europe. Using econometric modeling techniques on national-level data, the study found 

that subsidies for renewable energy positively influenced economic growth by spurring investment 

and technological innovation. The results underscored the importance of targeted policy measures 

in promoting sustainable economic development while transitioning towards renewable energy 

sources. 

Müller et al. (2018) aimed to assess the impact of feed-in tariffs (FITs) on economic growth in 

European countries. Through a comparative analysis of countries with and without FITs, the 

researchers employed regression analysis to evaluate the relationship. Results indicated that FITs 

positively correlated with economic growth, providing incentives for renewable energy investment 

and fostering job creation. Recommendations included the adoption of FIT schemes to promote 

renewable energy deployment and stimulate economic activity. 
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Patel and García (2019) explored the relationship between renewable energy targets and economic 

growth across European nations. Using a cross-country panel dataset, the study employed 

regression analysis to examine the effects of renewable energy targets on GDP growth. Findings 

revealed a significant positive association between higher renewable energy targets and economic 

growth, suggesting that ambitious renewable energy goals stimulate investment, innovation, and 

employment opportunities in the green economy. The study recommended setting and enforcing 

robust renewable energy targets as a key policy measure to drive sustainable economic growth in 

Europe. 

Smith et al. (2017) investigated the role of regulatory frameworks in promoting renewable energy 

development and economic growth in European countries. Through a qualitative analysis of policy 

documents and interviews with stakeholders, the study identified key regulatory mechanisms and 

their impact on economic outcomes. Findings highlighted the importance of stable and transparent 

regulatory frameworks in attracting investment and fostering innovation in the renewable energy 

sector. Recommendations emphasized the need for policymakers to design regulatory policies that 

balance environmental objectives with economic considerations to maximize the benefits of 

renewable energy deployment. 

López and Müller (2016) conducted a longitudinal study to analyze the effects of renewable energy 

investment on economic growth in Europe. Employing time-series econometric techniques, the 

research examined the causal relationship between renewable energy investment and GDP growth 

over a decade. Results indicated a positive and statistically significant impact of renewable energy 

investment on economic growth, driven by job creation, technological progress, and reduced 

dependency on fossil fuels. The study recommended increasing investment in renewable energy 

projects as a strategy to stimulate economic development and mitigate climate change. 

Wang and Jones (2018) investigated the spillover effects of renewable energy policies on regional 

economic growth in European countries. Using spatial econometric models, the research analyzed 

the interdependence between renewable energy policy implementation in one region and economic 

outcomes in neighboring regions. Findings suggested significant positive spillover effects of 

renewable energy policies on regional economic growth, highlighting the importance of 

coordinated policy efforts at the regional level to maximize economic benefits from renewable 

energy investments. Recommendations included enhancing interregional collaboration and 

knowledge sharing to leverage the economic potential of renewable energy development across 

Europe. 

METHODOLOGY 

This study adopted a desk methodology. A desk study research design is commonly known as 

secondary data collection. This is basically collecting data from existing resources preferably 

because of its low cost advantage as compared to a field research. Our current study looked into 

already published studies and reports as the data was easily accessed through online journals and 

libraries. 

RESULTS 

Conceptual Research Gaps: While the studies generally focus on the impact of renewable energy 

policies, there is a lack of research addressing potential negative externalities or unintended 

consequences of these policies on economic growth. Future research could explore potential trade-

offs or adverse effects associated with the implementation of renewable energy policies. There's a 
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need for research that delves deeper into the mechanisms through which renewable energy policies 

influence economic growth. Understanding the specific channels through which policies stimulate 

economic activity, such as through job creation, technological innovation, or infrastructure 

investment, can provide insights for policymakers to optimize policy design. Despite the positive 

findings regarding the impact of renewable energy policies on economic growth, there is limited 

exploration of the long-term sustainability of this relationship. Future research could investigate 

the durability of the observed effects over extended time periods, considering factors such as policy 

stability, market dynamics, and technological advancements. 

Contextual Research Gaps: Most of the studies focus on European countries, which limits the 

generalizability of findings to other regions with different socio-economic contexts and policy 

environments. Further research could explore the applicability of findings to other regions, such 

as developing countries or regions with distinct energy landscapes, to provide a more 

comprehensive understanding of the relationship between renewable energy policies and economic 

growth. While the studies emphasize the importance of policy support and investment in renewable 

energy infrastructure, there is limited investigation into the role of other contextual factors, such 

as institutional quality, political stability, and market structures, in shaping the effectiveness of 

renewable energy policies. Future research could incorporate these contextual variables to better 

contextualize the findings and inform policy recommendations. 

Geographical Research Gaps: The studies generally focus on the aggregated effects of renewable 

energy policies at the national or regional level, overlooking potential heterogeneity in impacts 

across different geographic scales. Future research could explore variations in the effectiveness of 

renewable energy policies at the sub-national level, considering factors such as urban-rural 

disparities, regional resource endowments, and spatial interdependencies. There is limited research 

on the differential impacts of renewable energy policies across different types of economies within 

Europe, such as advanced economies versus emerging economies. Further investigation into how 

the effectiveness of policies varies across different economic contexts can provide valuable 

insights for tailoring policy interventions to specific needs and challenges. 

CONCLUSION AND RECOMMENDATION 

Conclusion 

Exploring the relationship between renewable energy policies and economic growth in European 

countries underscores the significant impact of policy initiatives on fostering sustainable 

development. Through supportive regulatory frameworks, incentives, and investments in research 

and development, European nations have sought to accelerate the transition towards renewable 

energy sources while simultaneously driving economic growth. The evidence suggests that well-

designed renewable energy policies not only contribute to reducing carbon emissions and 

enhancing energy security but also stimulate economic activity, create jobs, and promote 

innovation across various sectors. 

Moreover, the findings highlight the importance of tailored policy approaches that account for 

specific national contexts and economic structures. While some countries may prioritize 

incentivizing renewable energy deployment through feed-in tariffs or tax credits, others may focus 

on promoting research and development to enhance technological innovation and competitiveness 

in the renewable energy sector. Overall, the relationship between renewable energy policies and 

economic growth in European countries underscores the potential for synergy between 
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environmental sustainability and economic prosperity, paving the way for a greener and more 

resilient future. 

Recommendation 

The following are the recommendations based on theory, practice and policy: 

Theory 

Undertake longitudinal analyses to assess the long-term effects of renewable energy policies on 

economic growth. This could involve tracking the implementation of policies over time and 

evaluating their sustained impact on key economic indicators. Integrate diverse theoretical 

frameworks from economics, political science, and environmental studies to provide a 

comprehensive understanding of the mechanisms underlying the relationship between renewable 

energy policies and economic growth. This may include theories related to innovation diffusion, 

policy adoption, and sustainable development. 

Practice 

Evaluate the sector-specific impacts of renewable energy policies on economic growth, 

considering industries such as manufacturing, services, and agriculture. This analysis can provide 

insights into how policies affect different sectors of the economy and guide targeted interventions 

to maximize benefits. Undertake in-depth case studies of individual European countries to identify 

best practices and lessons learned in renewable energy policy implementation. This can help 

policymakers understand the factors that contribute to successful policy outcomes and inform 

policy replication in other contexts. 

Policy 

Develop integrated policy frameworks that combine renewable energy policies with broader 

economic development strategies. This approach can facilitate synergies between renewable 

energy deployment and other policy objectives, such as job creation, industrial competitiveness, 

and environmental sustainability. Foster collaboration between European countries to share 

experiences, data, and best practices in renewable energy policy design and implementation. This 

can facilitate mutual learning and help countries leverage each other's strengths to accelerate 

progress towards renewable energy goals. 
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