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Financial Development and Renewable Energy Technology Development nexus, and the
Role of Natural Resources: Developed Financial Systems vs. Less Developed Financial
Systems

Abstract

The importance of reducing greenhouse gas emissions to mitigate environmental pollution and
ensuring a stable energy supply, combined with the necessity of financing and investing in
renewable energy technologies, amplifies the role and importance of financial systems in
renewable energy development. The relationship between financial development and
renewable energy technology advancement is influenced by various factors and the economic
structure of countries. One influential factor in this relationship is the abundance of natural
resources and its level of dependency. The impact of natural resource abundance on the
relationship between financial development and renewable energy technology deployment can
vary based on the financial system's development level in different countries. Given the
importance of this topic, this study seeks to investigate the influence of financial development
on the development of renewable energy technologies in two distinct groups of rich in natural
resources countries, characterized by differing levels of financial system development (Y-

developed resource-rich countries with developed and less developed financial systems, and
vo developing resource-rich countries with developed and less developed financial systems).

The examination and empirical testing of this relationship, along with its contributing factors,
have been conducted using the Two-Stage Generalized Method of Moments (GMM)
Estimators by Arellano and Bond, and Blundell and Bond, over the period from y-.. to Y-v).

The robustness of the findings has been confirmed using the Dynamic Ordinary Least Squares
(DOLS) and Fully Modified Ordinary Least Squares (FMOLS) estimators. Based on the
results, financial development has demonstrated a positive impact on the deployment of
renewable energy technologies across all studied countries, underscoring the undeniable role
of financial development in renewable energy development. Furthermore, according to the
research findings, the abundance of natural resources in resource-rich developed countries has
not only led to a reduction in the capacity of renewable energy technologies installation but
also has facilitated the deployment of renewable energy technologies, especially in resource-
rich developed countries with advanced financial markets. Consequently, there is no evidence
to support the "resource curse" hypothesis in these countries. In contrast, the "resource curse"
phenomenon is evident in developing resource-rich countries, especially those with less
developed financial markets, during the examined period. In general, the level of development
in the financial systems of resource-rich countries is one of the most crucial parameters that
can prevent them from the resource curse phenomenon and can be accompanied by the blessing
of natural resources.

Keywords: Renewable Energy Technologies (RET), Financial Development, Natural
Resource Rent, GMM Estimator

JEL Classification: Gy, Qv, Qfy, Py, Cyy
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