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Abstract

Many factors cause environmental problems. One of the important factors is
energy subsidies. The main goal of this research is to investigate the impact
of total energy subsidies and renewable and non-renewable energy subsidies
on the environment. For this purpose, for 22 selected countries of the world
in the period of 2010-2020, the method of dynamic panel data and
generalized moments estimator has been used. The results indicate that the
total energy subsidy has a negative effect on the environment in countries
where the subsidies allocated for renewable energy are higher. At the same
time, this effect is positive for countries that use more renewable energy
subsidies. In the separation of energy subsidies, subsidies for non-renewable
energies have a negative effect, and subsidies for renewable energies have a
positive effect on the environment. Also, the increase in the ratio of non-
renewable energy subsidies to renewable energy subsidies has a negative
effect on the environment. Also, foreign direct investment has a negative
effect on the environment, and the Kuznets environmental curve was
confirmed in connection with the U-shaped effect of per capita income on
environmental performance. According to other results, the corruption
perception index has a positive effect on the environment. Based on the
results of the research, it is suggested that the subsidy of non-renewable
energy be minimized to prevent environmental degradation and that more
suitable alternatives be looked for to achieve the goals of sustainable
development. Also, more use of renewable energies due to clean energy,
optimization of energy consumption, and formulation of energy consumption
standards and criteria are other effective steps in reducing energy
consumption and preserving the environment.
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Introduction

Energy subsidies in the world are established with goals such as supporting
low-income people's access to energy, maintaining employment, maintaining
domestic production, and energy security. Although some goals, such as
providing energy for all income groups, are defensible, the experience of the
countries of the world and economic theory show that subsidies are not
usually a suitable tool to achieve these goals. Payment of subsidies creates
many problems, such as inefficiency in the allocation of energy production
and consumption, government budget deficit, and the benefit of high-income
groups from energy consumption, smuggling, and environmental destruction
(Mohammadi et al., 2019). The relationship between the economy and the
environment is an important issue that should be given much attention.
Protecting the environment due to its destructive effects is an undeniably
essential and main issue that has been accepted by everyone in the world
today. Optimum use of the environment can guarantee the survival of those
countries, and not paying attention to it can cause many problems in the
social, cultural, political, and economic fields. (Harvey, 1995). The main
question of this article is whether or not the total energy subsidy has a
negative effect on the environment in selected countries of the world. Is this
effect different in countries that focus more on paying subsidies to non-
renewable energies than in countries where the share and weight of subsidies
for renewable energies are significant or not? The second question is
whether subsidies for non-renewable and renewable energy have a
significant and different effect on the environment. Another question is
whether the increase in the ratio of non-renewable energy subsidies to
renewable energy subsidies has a negative effect on the environment or not.

Methodology

The method of dynamic panel data and generalized moments estimator was
used between 2010 and 2020.

Results and Discussion

The results of research patterns show that in countries where less than 30%
of subsidies are allocated to renewable energy, total energy subsidy has a
negative effect on environmental performance. This is despite the fact that in
other countries (in which more than 30% of subsidies are allocated to
renewable energies), the total energy subsidy has a positive effect on
environmental performance. In line with this result and in another estimate, a
negative effect of the non-renewable energy subsidy and a positive effect of
the renewable energy subsidy on environmental performance were obtained.
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Also, the ratio of non-renewable energy subsidies to renewable energy
subsidies has had a negative effect on the environment. One of the most
important problems caused by the payment of subsidies is the waste of
resources due to the increase in energy consumption. This increase in
consumption and emission of more greenhouse gases causes environmental
problems. Government budget deficit, lack of optimal allocation of resources
and preventing the competitiveness of manufactured products in world
markets, expansion of the size of the government and its administrative
system and its entry into entrepreneurial activities, as well as creating
grounds for economic corruption, especially smuggling. Subsidized goods
are another problem when the government pays subsidies in countries. Other
results of this research show the U-shaped effect of per capita income on
environmental performance and confirm Kuznets' environmental hypothesis.
Also, foreign direct investment has a negative effect, and the perception of
corruption has a positive effect on environmental performance. According to
the results of the current research and the negative impact of the total energy
subsidy on the environment in countries where the share and weight of
subsidies in renewable energy is less than 30%, it is suggested to pay the
total subsidy in order to achieve the goals of sustainable development.
Instead of relying on non-renewable energy subsidies, energy focuses on
paying subsidies to renewable energies. Also, look for more suitable
alternatives. Energy subsidy, in addition to reducing the competitiveness of
companies active in this field and making government companies more
exclusive, also significantly reduces environmental performance. In other
words, according to the cost-benefit concept, the costs of energy subsidies
are greater than the benefits they may generate. Countries can make more
use of renewable energy subsidies because of their clean energy and the
positive effect it usually has on environmental performance. This is despite
the fact that non-renewable energy subsidies do not have a good effect on the
environment and cause environmental destruction. It is better for countries to
reduce the amount of non-renewable energy subsidies. According to the
experience of reforming the price of energy carriers in some countries, it is
better to reform the subsidy system so that financial resources are used more
efficiently, and these reforms increase foreign exchange earnings and reduce
environmental damage.
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