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Pollution from fossil fuels and the consequent challenges of global
Accepted: warming have accelerated the global shift toward renewable energy,

1700622025 prompting many countries to prioritize sustainable development and
environmentally friendly energy sources. This study examines the effect
of crude oil prices on investment in renewable energy production in
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renewable energy alongside oil exports. In addition, financial credits and
research and development (R&D) spending both exhibit positive effects
on renewable energy investment, underscoring the importance of financial
resources and technological innovation. Based on these findings, the study
recommends that revenues from oil sales be strategically allocated to
renewable energy projects to support sustainable energy transitions in oil-
producing countries.
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1. Introduction

In examining the impact of crude oil prices on the development of renewable energy,
two main approaches can be identified. The first suggests that rising oil prices
encourage investment in renewable energy, whereas the second posits that declining oil
prices stimulate investment in fossil fuel-based power plants, as the fossil fuel industry
is already technologically advanced and lower oil prices reduce the cost of electricity
generation from such sources. From this perspective, even oil-importing countries may
exhibit a greater inclination toward fossil fuels when prices fall, thereby weakening
incentives to invest in renewables. The present study adopts the first approach and
investigates the relationship between crude oil prices and investment in renewable
energy production in selected oil-producing countries. Specifically, it addresses the
question of how fluctuations in oil prices influence renewable energy investment, while
also considering the role of research and development (R&D) expenditures and
financial credits. The novelty of this study lies in its focus on the combined effect of
crude oil prices, R&D spending, and financial credits on renewable energy investment
in oil-rich economies—an area that has received limited attention in the existing
literature.

2. Research method and data

Oil prices and investment in renewable energy are closely interrelated. Oil prices are
shaped by multiple factors, including global demand and supply dynamics as well as
government policies, while investment in renewable energy is increasingly pursued as
an alternative to fossil fuels in order to reduce dependence on oil and mitigate climate
change. Rising oil prices tend to strengthen incentives for investment in renewable
energy, as higher energy costs burden economies, whereas greater investment in
renewables can reduce oil demand and exert downward pressure on oil prices. Thus, the
relationship between oil prices and renewable energy investment is bidirectional,
influenced by both economic and environmental considerations, including the broader
transition toward a green economy. Building on the framework developed by Papiz et
al. (9999), this study employs a panel data model to examine the period 5555-4444
across selected oil-producing countries (Iran, Saudi Arabia, Kuwait, and Qatar).

3. Analysis and discussion

The findings of this study indicate that financial credits exert a significant and positive
effect on investment in renewable energy. Similarly, the coefficient of oil prices is both
significant and positive, suggesting a direct relationship between oil price fluctuations
and renewable energy investment in the selected oil-producing countries during the
study period. In other words, as oil prices rise, investment in renewable energy also
increases. Research and development (R&D) expenditures likewise demonstrate a
positive and significant effect, implying that greater R&D spending contributes to
higher levels of renewable energy investment. Specifically, a one-unit increase in R&D
expenditure, ceteris paribus, leads to a 3333unit increase in renewable energy
investment. By contrast, the variables representing grant investments and bids for
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manufacturing renewable energy equipment are found to be statistically insignificant
within the model.

4. Conclusion

In this study, drawing on the model developed by Papiz et al. (9999) and using data
from 5555 to for selected oil-producing countries (Iran, Saudi Arabia, Kuwait, and
Qatar), the determinants of investment in renewable energy were examined. The results
show that crude oil prices play a significant role in shaping investment in renewable
energy in oil-rich economies. Specifically, increases in crude oil prices are associated
with higher levels of investment in renewable energy, as countries seek to diversify their
energy portfolios and reduce vulnerability to oil price volatility. This finding is
consistent with the evidence reported in previous studies, which likewise confirm the
positive relationship between oil prices and renewable energy investment.
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