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Abstract

Global climate change, exacerbated by the emission of greenhouse gases
(mainly carbon dioxide), poses a significant threat to life, the global
environment, and development. Environmental degradation is a highly
debated issue in international forums and is recognized as a significant
concern worldwide. Consequently, researchers and policymakers have
shifted their focus from traditional economic growth to green growth. This
study explores the influence of economic policy uncertainty, renewable
energy consumption, and institutional quality on green growth in Iran from
2002 to 2020. Economic policy uncertainty is measured using a composite
index that incorporates currency, monetary, and financial policy uncertainty,
calculated through ARCH and GARCH econometric models. Green growth
is defined as economic growth adjusted for environmental considerations,
based on Ahmed et al. (2022) and Sohag et al. (2022). The Quantile Auto
Regressive Distributed Lag (QARDL) method is employed for data analysis.
Empirical findings reveal that economic policy uncertainty negatively affects
green growth across all quantiles (0.25, 0.50, 0.75, and 0.95), whereas
renewable energy consumption and institutional quality contribute positively
to green growth. Control variables, including capital stock, employment, and
degree of trade openness, are also incorporated in the analysis. Trade
openness and capital positively influence green growth across all quantiles,
while employment has a negative impact.
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Introduction

Greenhouse gases, the main contributors to climate change, are primarily
emitted through human activities to achieve economic growth. These
activities heavily rely on conventional energy sources (fossil fuels), which
release pollutants and exacerbate environmental issues. Consequently,
societies face potential threats as their dependence on fossil fuels persists,
given their significant role in climate change (Javid et al., 2023).
Researchers and policymakers focus on safeguarding the environment
through clean energy sources while ensuring high economic growth. This
concept is referred to as green growth, which distinguishes itself from
conventional economic growth by considering the monetary value of
production and its environmental implications (Sohag et al.,, 2019).
Consequently, green growth has emerged as a pivotal element in planning
sustainable development policies.

Recent studies have explored the determinants and influences of green
growth. The impact of financial decentralization, human development, and
foreign direct investment on green growth has been investigated in these
studies: Li and Khoo (2023), Wang et al. (2023), and Lin and Zhou (2022).
This study aims to examine the factors influencing green growth from
alternative perspectives. Specifically, it focuses on the uncertainty of
economic policies, which refers to the unpredictability of financial,
monetary, commercial, and other economic policies that affect economic
actors' decision-making processes. In uncertain economic conditions,
economic agents may reconsider their decisions, and investors may postpone
their investments (Sohail et al., 2021). Economic policy uncertainty has been
found to impact energy consumption, environmental quality, and green
growth, according to Jiang et al. (2023). Therefore, it is crucial to consider
the role of economic policy uncertainty in green growth. Institutional quality
has also been found to influence green growth (Ahmed et al., 2022).

Given Iran's high consumption of fossil fuels and the resulting
environmental pollution, it is essential to focus on renewable energy
consumption and its impact on green growth. This research, the first of its
kind in Iran, examines the influence of economic policy uncertainty on
renewable energy consumption, institutional quality, and green growth.
Unlike previous foreign studies that relied on statistics published by Baker et
al. (2016) for developed countries, this study utilizes a composite index to
calculate green growth, as such statistics are unavailable for most developing
countries, especially Iran. The composite index adjusts green growth based
on environmental quality, whereas previous studies only utilized the carbon
dioxide emission index to calculate green growth.
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The main research questions are as follows:
What is the relationship between economic policy uncertainty and green
growth?
What is the relationship between institutional quality and green growth?
What is the relationship between renewable energy consumption and green
growth?

Methodology

This study applies the autoregressive econometric method with a quantile
distribution interval to investigate the effects of economic policy uncertainty,
institutional quality, and renewable energy consumption on green growth in
Iran during the period 1381-1399. Following in the footsteps of previous
experimental studies conducted by Jiang et al. (2023) and Javed et al. (2023),
the research model is specified as follows:

GGDP.(t) = Bo(7) + B1(T)EPU; + B, (0)1Q; + B3 (T)REC, +

Ba(T)CAP, + Ps(T)EMP, + 6 (1)TO; + &

In the above equation, t represents time; 0 denotes the intercept coefficient;
Bl to P6 represent the coefficients of explanatory variables; GGDP
represents green growth as the dependent variable; EPU, 1Q, and REC,
respectively represent economic policy uncertainty, institutional quality and
renewable energy consumption, as the independent variables; CAP, EMP,
and TO respectively represent capital stock, employment and the degree of
trade openness, as control variables; & denotes the error component and t
means the quantile. According to Fisher (1993) and Lensink et al. (2002),
economic policy uncertainty is a composite index derived from government
expenditure, tax revenue, exchange rate, and liquidity using ARCH and
GARCH techniques.

Results and discussion

The results indicate that economic policy uncertainty and employment have
a negative and significant effect on green growth across all quantiles (0.25,
0.50, 0.75, and 0.95). Conversely, institutional quality, renewable energy
consumption, capital stock, and the degree of trade openness have a positive
and significant effect on green growth. The estimated regression coefficients
range from 0.79 to 0.87 for different quantiles. Enhanced economic policy
uncertainty leads to a decline in green growth due to its negative impact on
economic growth. Additionally, economic policy uncertainty can contribute
to increased greenhouse gas emissions and decreased utilization of
renewable energy sources by promoting reliance on non-renewable energy.
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