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Nonlinear Relationship between Economic Growth, Energy Price and
Renewable Energy: The threshold regression approach

Mohsen Mohammadi Khyareh!”, Ali Karshenasan?

1,2- Department of Humanities, Gonbad-e kavous University, gonbad Kavous, Iran
* P.0.B. 163, Gonbad Kavous, Iran, m.mohamadi@ut.ac.ir

Abstract

In this paper, using the threshold regression approach, the impact of energy prices on the development of renewable
energy in different regimes of Iran's economic growth rate is examined. Experimental data from the Central Bank of Iran
site was collected during the period (1360-1993). The results showed that there is a threshold in the regression relation,
which equals 7.74% in annual rates of GDP growth. Based on the threshold value, the observations were divided into two
regimes with low economic growth (economic growth below 7.74%) and high economic growth (economic growth above
7.74%). The findings show that there is a negative and significant relationship between the consumer price index and the
share of renewable energy in the country during high economic growth. This can be due to unsustainable and cross-
sectional economics, as well as a lack of proper management of resources due to increased energy-related revenues and
subsidized energy, as well as the private sector's reluctance to use renewable energy with cheap fossil energy. Also, in
Iran, in times of low economic growth, there is a negative relationship between economic growth and the share of
renewable energies.

Key words: threshold effect, renewable energy, economic growth, Iran
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