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Analyzing the Impact of Financial Development on Energy
Consumption from a Theoretical Framework

Abstract:

This study aims to analyze the impact of financial
development on the consumption of conventional and renewable
energy from a theoretical perspective. The study used a
descriptive-analytical method to conduct a survey of previous
studies to wunderstand the relationship under examination.
Additionally, it employed a deductive approach to extract the role
of financial development in affecting energy consumption by
reviewing and analyzing the results of previous studies, which
varied in their findings on the nature of the relationship between
the studied variables.

By reviewing 33 studies examining the relationship between
financial development and energy consumption in developing
and developed countries from 1960 to 2020, it was found that
60.5% of the studies agreed that financial development has a
positive impact on energy consumption (45.5% of these studies
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focused on both conventional and renewable energy, while
15.5% focused solely on renewable energy consumption). About
9% of the studies concluded that the effect of financial
development on energy consumption is negative, while 30%
indicated that there are varying impact relationships between
financial development and energy consumption.

The study concluded that the relationship between financial
development and energy consumption depends on several
factors, including (1) the type of energy sources, whether
renewable or conventional, (2) the indicators used to represent
financial development, and (3) the level of economic
advancement of the country in question. The study recommended
the importance of implementing financial strategies that align
with each country’s economic and social conditions to increase
investments in renewable energy, which in turn contributes to
sustainable social and economic development.

Keywords: Financial Development; Energy Consumption;
Conventional Energy; Renewable Energy; Economic Growth;
Financial Institutions; Financial Progress
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