<@ sustainability

Article

Analysis of the Convergence of Environmental Sustainability
and Its Main Determinants: The Case of the Americas (1990-2022)

Mario Gémez 12*

check for
updates

Citation: Gomez, M.; Rodriguez, J.C.
Analysis of the Convergence of
Environmental Sustainability and Its
Main Determinants: The Case of the
Americas (1990-2022). Sustainability
2024, 16, 6819. https://doi.org/
10.3390/5u16166819

Academic Editor: Frede Blaabjerg

Received: 9 June 2024
Revised: 3 August 2024
Accepted: 6 August 2024
Published: 9 August 2024

Copyright: © 2024 by the authors.
Licensee MDPI, Basel, Switzerland.
This article is an open access article
distributed under the terms and
conditions of the Creative Commons
Attribution (CC BY) license (https://
creativecommons.org/licenses /by /
4.0/).

and José Carlos Rodriguez

1,3

Economic and Business Research Institute, Universidad Michoacana de San Nicolas de Hidalgo,
Morelia 58030, Mexico; jcrodriguez@umich.mx

Department of Economics, Carleton University, Ottawa, ON K1S 5B6, Canada

Gordon Institute of Business Science (GIBS), University of Pretoria, Johannesburg 2196, South Africa
Correspondence: mgomez@umich.mx; Tel.: +52-4431852214

Abstract: This paper studies the convergence of environmental sustainability and its main deter-
minants in selected American countries. In addition, it studies the impact of economic activity,
income inequality, trade openness, and innovative activity on the sustainability of these countries.
Convergence tests such as unit root and club convergence are applied. Furthermore, cointegration
and causality tests are used, and long-term parameters are estimated using methods robust for cross-
sectional dependence. The results show evidence of stochastic convergence with the univariate unit
root tests in the five indicators (energy consumption, carbon dioxide emissions, ecological footprint,
energy intensity, and load capacity factor) used, while with the panel data unit root tests only in four
(carbon dioxide emissions, ecological footprint, energy intensity, and load capacity factor). There
is no evidence of convergence towards a single club considering the complete sample, but there is
evidence of convergence towards several clubs. The variables are integrated of order one and are
cointegrated. Moreover, using robust estimators in the presence of cross-sectional dependence in
long-term economic activity, income inequality, trade openness, and innovative activity deteriorate

sustainability, while renewable energy improves it in these countries.

Keywords: convergence; causality; environmental degradation; panel data; unit root; cointegration;
cross-sectional dependence

1. Introduction

One of the significant challenges in developed and developing economies is achieving
economic growth and reducing environmental degradation, which will allow them to
achieve international environmental agreements. The Paris Agreement is a global climate
change treaty adopted by 196 parties at the United Nations Climate Change Conference
(COP21) in Paris, France, on 12 December 2015. It seeks to maintain the increase in global
average temperature below 2 °C relative to pre-industrial levels [1]. It is essential to achieve
carbon neutrality by 2050 in response to the effects of global climate change. However, this
carbon neutrality demands a rapid and comprehensive transformation in the energy and
industrial sectors for the coming years [2].

Economic growth and environmental degradation reduction are significant challenges
for countries. In the literature, different indicators have been used to measure environ-
mental degradation such as carbon dioxide emissions (CO;), ecological footprint, and load
capacity factor (Locf). In this regard, the environmental Kuznets curve shows a relationship
between these variables. Panayotou [3] was the first to test and validate the inverted
U-shaped hypothesis relating to environmental degradation and economic development
for a sample of developed and developing countries. Some more recent studies are Altintag
and Kassouri [4], Awad [5], Aydin et al. [6], Kalim et al. [7], Karimi et al. [8], Nizamani
et al. [9], Sesma-Martin and Puente-Ajovin [10], Taghvaee et al. [11], and Wang et al. [12].
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CO; has been widely used in the literature to measure environmental degradation.
However, more recently, the ecological footprint has been considered the most complete
measure of environmental degradation, and it has been used in several studies [4,13].
The amount of natural capital needed to sustain resource demand and waste absorption
requirements in global hectares of biocapacity is known as the ecological footprint [14].
This indicator covers various aspects of environmental degradation, namely agricultural
land, carbon, and grazing land footprint, in opposition to conventional greenhouse gas
indicators [4]. Indeed, the ecological footprint measures more accurately the environmental
degradation tracking the use of multiple categories of productive land in opposition to
carbon dioxide emissions [13]. However, this last indicator of environmental degradation
has recently received some criticism because it only considers the demand side (ecological
footprint) and forgets the supply side; that is, it does not consider biocapacity [15,16].
Biocapacity can be interpreted as the regenerative capacity of the planet’s ecosystems [17].
In this sense, Siche et al. [18] proposed the Locf as a better indicator of environmental
degradation. This indicator shows the strength of a region or country in supporting the
population according to the current lifestyle and is calculated as biocapacity/ecological
footprint. If the result is less than 1, the current lifestyle or environmental condition is
unsustainable, while a value greater than 1 indicates that the system is sustainable [18].
The recent literature has used this new indicator of environmental degradation; see, for
example, the works of Caglar et al. [19] for APEC economies; Djedaiet et al. [20] for seven
African oil-producing OPEC countries; Dogan and Pata [21] for the G7; Fang [22] for the
ASEAN region.

In this paper, ecological footprint and biocapacity data from the Global Footprint
Network [17] are used, and they are employed in most of the literature that studies these
indicators. According to Figure 1, the Latin American and Caribbean region had one of
the most enormous ecological reserves in 1990, with a biocapacity (measured by global
hectares per person) greater than the ecological footprint (measured by global hectares per
person) more than three times. However, this reserve has been reduced since, in 2022, the
biocapacity is only twice the ecological footprint.

[ == Biocapacity = Ecological Footprint |

Figure 1. Ecological footprint and biocapacity in Latin America and the Caribbean. Source: Global
Footprint Network [17].

According to Figure 2, North America has had an ecological deficit since 1990, which
has tended to expand, mainly due to the size and dynamics of the economy of the United
States of America (USA), which has always maintained a sizeable ecological deficit. The
demand for natural resources has always been higher than their regeneration.

Considering the Locf for seven of the leading countries of the Americas (Argentina,
Brazil, Canada, Chile, Colombia, Mexico, and the USA), Figure 3 shows the behavior of
each of the sample countries considered and the limit of sustainability.
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Figure 2. Ecological footprint and biocapacity of North America. Source: Global Footprint Network [17].
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Figure 3. Load capacity factor (Locf) for the leading countries of the Americas. Source: Global
Footprint Network [17].

Brazil has the highest level of sustainability, followed by Colombia, Canada, and
Argentina. The countries below the sustainability line are the USA, Mexico, and Chile. The
average Locf of these countries is shown in Figure 4. There is a decreasing and alarming
trend in sustainability levels since the gap between the average Locf and the limit of
sustainability has tended to reduce, with a slight rebound in the last three years.

Renewable energy consumption can contribute to explaining environmental degra-
dation as it reduces fossil oil dependence [4,23]. In the case of the countries of Latin
America and the Caribbean (Ecuador, Bolivia, Brazil, Argentina, Chile, Peru, El Salvador,
and Costa Rica), some renewable energy investment projects are carried out [24]. These
countries have been considered leaders in renewable energy [25]. In the region, energy con-
sumption has been increasing due to the increase in the urban population, and renewable
energy constitutes 25% of the total energy supply, almost double the global average [26].

Latin America is one of the regions with the highest inequality in terms of labor income.
This region’s richest population (1%) captures more than 20% of the entire income in Latin
American countries [27]. Income inequality can affect environmental degradation positively
or negatively. As economic and political inequalities are more significant, they generate
greater environmental degradation [28]. Societies with high inequality tend to receive
less support for environmental protection [29]. People experiencing poverty are more
concerned with daily survival and, therefore, are less interested in pursuing environmental
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policies [30]. Some empirical studies confirm this positive relationship. For example, in
middle-income countries, income inequality increases environmental degradation [31].
In some developing Asian countries, income inequality has a detrimental effect on the
environment [32]. However, another part of the empirical literature considers that greater
income inequality can reduce environmental degradation [2,33]. According to the equity-
pollution dilemma, efforts to increase the income of poor households to reach a higher
income level will increase their energy consumption and carbon footprint; therefore, such a
reduction in income inequality will lead to greater environmental pollution [2].
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Figure 4. Locf average vs. Locf limit. Source: Global Footprint Network [17].
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The development of patents can also help reduce polluting emissions. Patents can
improve existing technologies and reduce polluting emissions [23]. Although technological
innovation has an economic cost, it can improve energy efficiency and reduce environmental
pollution [34]. In this regard, Tobelmann and Wendler [35] study innovations and carbon
dioxide emissions for the EU-27, finding that innovations contributed to reducing carbon
dioxide emissions in these countries during this period.

The theory of convergence is based on economic theory and attempts to explain the re-
lationship between the initial economic level and the speed of economic growth. According
to the literature review, there could be four types of convergence: beta convergence [36],
sigma convergence [37], stochastic convergence [38], and club convergence [39,40].

Analyzing energy convergence is very important because it has implications for
sustainable energy consumption and efforts to reduce carbon dioxide emissions. Many
countries have adopted policies to reduce energy intensity, promote energy efficiency, and
reduce carbon dioxide emissions [41]. Convergence in environmental quality means that
economies with higher pollution levels will reduce their growth rate, while economies with
lower pollution levels will have higher pollution growth [42].

In the empirical literature, several studies currently analyze the convergence of energy
consumption, carbon dioxide emissions, and the ecological footprint, among other vari-
ables. For OECD countries, convergence in energy use [43]; for twenty-one industrialized
countries, the convergence of CO, emissions [44]; globally, the convergence of energy
consumption [45]; globally, convergence of renewable electricity for 49 countries [46]; for
Vietnam, regional convergence of nonrenewable energy consumption [47]; for 15 European
countries, stochastic convergence of energy consumption [48]; for provinces in China, en-
ergy consumption convergence [49]; for 146 countries, convergence of energy poverty [50];
for 183 countries, convergence in renewable energy sources (Saba and Ngepah, 2022); for
77 countries, ecological footprint, and carbon footprint convergence [51]; for the Association
of Southeast Asian Nations (ASEAN) countries, energy consumption convergence [41].

For Latin America and the Caribbean, total factor efficiency and renewable energy
convergence analysis [52]; greenhouse gas convergence in 19 countries [53]; convergence
in the ecological footprint [54]; biocapacity convergence clubs [55]. For the Americas, it
studies the convergence of carbon dioxide emissions for 39 countries [56].
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The presence of structural changes in the time series can affect the statistical infer-
ence of unit root and cointegration tests, as has been documented in the econometric
literature [57-60]. This research aims to use a root test with panel data, which allows
the incorporation of structural changes and the cross-sectional dependence proposal by
Karavias and Tzavalis [58] and following Chen et al. [61] for implementation.

According to the literature reviewed, except for the study by Martins and Hesh-
mati [56], there are no studies on the American continents together. The Americas is an area
that includes countries with different income levels but that are geographically close to
each other. However, environmental objectives must be similar for all countries, reducing
greenhouse gases in the coming years. Currently, the Americas are grouped into four
major active integration agreements: the Central American Integration System (SICA), the
Southern Common Market (Mercosur), the Pacific Alliance (AP), and the United States-
Mexico-Canada Agreement (USMCA). Economic and commercial integration through these
specific blocks can help environmental club convergence.

Therefore, this research analyzes the convergence of energy consumption, energy
intensity, and environmental degradation (measured by carbon dioxide emissions, the eco-
logical footprint, and Locf) for the leading selected countries of the Americas (1990-2022).
In addition, the importance of economic activity, income inequality, trade openness, and
innovative activity on sustainability in these countries are tested.

This research is different from the reviewed literature in the following aspects: (1) in
addition to studying the convergence of carbon dioxide emissions, the convergence of energy
consumption, energy intensity, the ecological footprint, and Locf is studied; (2) in addition
to club convergence, a panel data unit root test that allows cross-sectional dependence and
structural changes for the analysis of stochastic convergence is applied; (3) it applies robust
methods that consider cross-sectional dependence to see the effects of the determinants of Locf;
(4) it includes other variables (e.g., trade open, renewable energy, income inequality, trade, and
patents) in the analysis; and (5) the new Granger causality test for heterogeneous panels and
with cross-sectional dependence proposed by Juodis et al. [62] is applied.

Therefore, studying the convergence of environmental degradation and energy con-
sumption in the Americas and understanding the impact of economic activity, income
inequality, trade openness, and innovative activity on sustainability is essential to help
policy decision-makers mitigate environmental degradation. In this study, the seven main
energy-consuming and polluting countries in the Americas have been chosen according to
data availability (United States, Brazil, Canada, Mexico, Argentina, Colombia, and Chile).
In this sense, the Enerdata Yearbook [63], in 2022, marks that the total global energy con-
sumption was 14,951 (million tons of oil equivalent, Mtoe), of which 22.22% was consumed
in the Americas. This consumption was distributed as follows: United States with 65.6%,
Brazil with 9.3%, Canada with 9.0%, Mexico with 5.6%, Argentina with 2.5%, Colombia
with 1.3%, and, finally, Chile with 1.2%. The total energy consumption of these seven
countries on the continent represented 94.6%. In the same sense, CO, emissions from fuel
combustion (metric tons of carbon dioxide equivalent, MtCO,): the United States with
69.16%, Canada with 8.22%, Mexico with 6.4%, Brazil with 6.1%, Argentina with 2.5%,
Chile with 1.3%, and, finally, Colombia with 1.2%. The emissions of these seven countries
on the American continents represented 94.9% of their total.

2. Materials and Methods
According to the literature review, this paper tests the following hypotheses:

Hypothesis 1. There is more than one convergence club on environmental degradation and energy
consumption in the selected countries.

Hypothesis 2. The economic activity negatively affects sustainability in the selected countries.

Hypothesis 3. Income inequality positively/negatively influences sustainability in the selected countries.
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Hypothesis 4. The trade openness positively/negatively affects sustainability in the selected countries.
Hypothesis 5. The innovative activity positively impacts sustainability in these countries.

The gross domestic product (GDP), trade openness (Tradeopen, % of GDP), CO,
(metric tons per capita), applied patents (Patents, number of total patents), and renewable
energy consumption (Renergy, % of total final energy consumption) were taken from the
World Bank [64]. For the inequality income, in this search, the Gini index is from the Stan-
dardized World Income Inequality Database (SWIID) [65]. Energy consumption (Enercon,
energy consumption per capita) and energy intensity (Energyint, Energy intensity of GDP
at constant PPP, koe 2015) were taken from the Enerdata Yearbook [63]. The ecological
footprint (Ecologf) and load capacity factor (Locf, calculated as biocapacity/ecological
footprint) were taken from the Global Footprint Network [17].

It is crucial to know the order of integration of variables and check the existence of
long-term equilibrium relationships between variables when working with time series
and panel data. Indeed, by combining time series with cross-sectional data, there are
more degrees of freedom, more variability, less collinearity, and greater efficiency [66]. In
addition, unit root tests on panel data have greater power than unit root tests on time series.
According to the characteristics of the data, however, it is essential to test the cross-sectional
dependence of variables to apply the most appropriate unit root and cointegration tests. In
this sense, cross-sectional dependence (CSD) tests were used: Breusch-Pagan LM, Pesaran
scaled LM, Bias-corrected scaled LM, and Pesaran CD.

Importantly, first-generation unit root tests assume cross-section independence, while
second-generation tests allow cross-section dependence. This research to test stochastic
convergence follows Chen et al. [61] in implementing the novel unit root test developed by
Karavias and Tzavalis (KT) [58]. This test allows for structural (endogenous) changes in the
deterministic components of the series. The test allows for incorporating the intercept and
linear trend, non-normal errors, heteroscedasticity, and dependence in the cross-section. It
has greater power over homogeneous and heterogeneous alternatives and can be applied
to panels with small or large time series.

The convergence methodology of Phillips and Sul [39,40] is also applied. This method-
ology considers individual heterogeneity and adapts to the evolution of heterogeneous
behavior, as well as the need to capture this behavior in empirical modeling. It consists of
the development of an econometric convergence test for time-varying idiosyncratic compo-
nents. This new regression test (log t-test) explores whether there is convergence towards
a single common component in the long run. It also questions the possible segmentation
of the market in the form of a convergence club where they converge to their stationary state.
In this regard, a club convergence clustering algorithm is used; the panel data are grouped
into clubs with similar convergence characteristics. In the presence of heterogeneity, standard
cointegration, and unit root tests may not be appropriate for testing convergence [39].

Furthermore, the log t-test approach offers several potential advantages over other ap-
proaches to studying convergence: (1) it allows the number of groups (countries, states,
cities, etc.) that belong to each convergence club to be determined endogenously [67]; (2) when
there are possible structural changes over the years, this test is appropriate to take into account
heterogeneity in the data set across regions and sectors, as well as over time [67]; and (3) this
methodology can include linear, nonlinear, stationary, and non-stationary processes [39].

Due to the possibility of cross-section dependence, the Westerlund [68] cointegration
test can be applied. Westerlund’s cointegration test is based on the normal distribution;
considers autocorrelation and heteroscedasticity; supports cross-section dependence within
or between panel units; is suitable for small samples; and has high power compared
to residual-based cointegration tests. To estimate long-term parameters in the presence
of cross-dependence, one of the methods proposed by Beck and Katz [69] that can be
used is the panel-corrected standard error (PCSE), which allows better inference of the
estimates with cross-section dependence. Also, the Feasible Generalized Least Squares
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(FGLS) estimator was proposed by Parks [70]. In this research, PCSE and FGLS will be
used to verify the robustness of the results.

Furthermore, the new Granger causality test proposed by Juodis et al. [62] is applied.
With this approach, Granger causality can be studied in homogeneous or heterogeneous
panels [71]. This test offers greater size and power performance than existing tests and can
be used in multivariate systems; it has power against both homogeneous and heterogeneous
alternatives and allows for cross-section dependence and cross-section heteroskedastic-
ity [72]. In terms of power, this proposal is superior to the Dumitrescu and Hurlin [73]
method, mainly in panels with large N and T [62].

In this paper, generally speaking, unit root tests are applied to test conditional con-
vergence and verify the order of integration of the variables. The club convergence test is
applied for the analysis of conditional and absolute convergence. The Kao and Westerlund
cointegration tests are applied to validate the long-term inference. The causality test is
applied to analyze the predictive capacity of one variable over another.

3. Results and Discussion

To test stochastic conditional convergence, the Dickey—Fuller (DF) [74] or Augmented
Dickey-Fuller (DFA), Zivot-Andrews [75] with a structural change, and Lee-Strazicich [59]
with two structural changes unit root tests were applied. Following Carlino and Mills [38],
in this research, to test the convergence of the variables, the average of each variable is
calculated annually by country, and then the relative natural logarithm of each variable
is applied to each country. If there is a unit root, it implies that shock on the series
would have a permanent effect (it does not return to its mean value), and, therefore, the
hypothesis of stochastic conditional convergence would not be supported [38]. For energy
consumption (Table 1), only Canada shows evidence in the three convergence tests in this
variable. Argentina, Canada, and Colombia show evidence of conditional convergence when
two structural changes are incorporated into the two models. Mexico and Chile show evidence
of convergence with the Crash model, and Brazil with the Break model. However, the USA
would have divergence since the series is not stationary or does not tend to return to its mean.

Table 1. Result of unit root tests for Enercon (1990-2022).

Zivot—-Andrews Test Lee-Strazicich Test

Enercon ](?IFC?Fr DFA Test One Break Two Breaks

Crash Break Crash Break
Argentina —1.527/-1.850 —3.015 (2006) —3.149 (2006) —3.874 ** (2003, 2005) —7.773 *** (2002, 2007)
Brazil —0.323/-1.766 —3.539 (2007) —3.528 (2008) —2.788 (2007, 2013) —6.521 ** (2006, 2014)
Chile —2.239/-1.973 —2.998 (1996) —2.999 (1996) —4.112 ** (2013, 2017) —5.773 (2001, 2013)
Canada —1.733/—3.740 ** —5.042 ** (2016) —5.516 ** (2010) —4.462 ***(2006, 2015) —7.062 *** (2007, 2014)
Colombia —1.123/-1.514 —3.874 (2013) —4.156 (1999) —4.627 *** (2008, 2012) —13.314 *** (2002, 2011)
Mexico —1.601/-1.729 —3.061 (2001) —3.111 (2001) —4.124 *** (2010, 2019) —5.258 (2001, 2013)
USA —0.720/—1.789 —2.801 (2011) —3.288 (2011) —2.546 (2002, 2018) —5.196 (2001, 2010)

*** and ** denote a rejection of the null hypothesis at 1 and 5% levels, respectively. The authors’ calculation is
made using EViews 10.

Regarding CO; emissions (Table 2), the most significant evidence of rejecting the unit
root null hypothesis is when two structural changes are incorporated into the Crash model.
There is convergence for Argentina, Brazil, Chile, Canada, Colombia, and Mexico. For the
Break model, there is convergence for Brazil, Chile, Mexico, and The USA.

There is greater convergence when the ecological footprint is considered in the Crash
model (Table 3). The presence of a unit root can be rejected in all countries except the USA.
The six countries have convergence in environmental degradation per capita measured via
the ecological footprint.
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Table 2. Result of unit root tests for CO, (1990-2022).

Zivot-Andrews Test Lee-Strazicich Test
Co, DF or DFA Test One Break Two Breaks
C/ICT
Crash Break Crash Break
Argentina —1.060/-2.111 —3.627 (2006) —3.293 (2006) —4.749 *** (2003, 2010) —5.624 (2002, 2017)
Brazil —1.081/-1.739 —3.005 (2010) —3.547 (2012) —3.379 ** (2001, 2016) —6.677 ** (2003, 2018)
Chile —1.136/—-1.852 —4.224 (2011) —4.147 (2011) —5.104 *** (2003, 2010) —6.733 ** (2005, 2013)
Canada —3.233 **/—3.222 ** —4.275 (2000) —4.142 (2000) —4.489 *** (2006, 2011) —5.785 (2005, 2010)
Colombia —0.930/—1.209 —3.485 (1999) —4.257 (2009) —4.093 *** (2007, 2010) —4.414 (2004, 2018)
Mexico —2.564/—2.596 —3.652 (2002) —3.841 (2009) —3.612 ** (2003, 2006) —5.998 * (2009, 2018)
USA —0.462/-2.924 —4.976 (2011) ** —2.842 (2000) —3.097 (2011, 2016) —7.525 ** (2004, 2009)
**, ** and * denote a rejection of the null hypothesis at 1, 5, and 10% levels, respectively. The authors’ calculation
is made using EViews 10.
Table 3. Result of unit root tests for Ecologf (1990-2022).
Zivot-Andrews Test Lee-Strazicich Test
Ecologf DF or DFA Test One Break Two Breaks
C/CT
Crash Break Crash Break
Argentina —3.087 **/—3.417 * —4.499 (1997) —5.178 ** (2006) —3.968 ** (2008, 2015) —8.003 *** (2003, 2008)
Brazil —1.782/—-1.928 —3.870 (2008) —3.999 (2008) —3.412 * (2007, 2011) —8.266 *** (2003, 2009)
Chile —1.630/—2.593 —4.927 ** (1997) —4.353 (1997) —5.203 *** (2001, 2010) —4.342 (2000, 2010)
Canada —3.520 **/ —4.054 ** —5.409 *** (1999) —5.449 ** (2007) —3.812 ** (2000, 2012) —5.630 (2000, 2013)
Colombia —1.830/—1.895 —4.046 (1999) —4.487 (1999) —4.332#%(2001,2011)  —4.758 (2003, 2008)
Mexico —3.548 **/ —3.537 ** —3.125 (1997) —3.422 (2009) —3.464 * (2003, 2012) —10.291 *** (2002, 2010)
USA ~1.107/-2.160 —4.556 (2010) —4.325 (2010) —3.286 (2009, 2013) —5.023 (2005, 2008)
** #* and * denote a rejection of the null hypothesis at 1, 5, and 10% levels, respectively. The authors’ calculation
is made using EViews 10.
The Crash model with two structural changes presents evidence of convergence in
energy intensity for all countries. In contrast, considering the Break model, there is evidence
of convergence in Argentina, Brazil, Chile, Colombia, and Mexico (Table 4).
Table 4. Result of unit root tests for Energyint (1990-2022).
Zivot-Andrews Test Lee-Strazicich Test
. DF or DFA Test
E t
nergyin C/CT One Break Two Breaks
Crash Break Crash Break
Argentina —0.634/—-2.730 —3.793 (2002) —3.811 (2002) —4.856 *** (2005, 2011) —9.674 *** (2000, 2008)
Brazil —0.458/—3.500 * —4.211 (2010) —5.247 ** (2014) —4.954 *** (2009, 2015) —6.448 *** (2006, 2012)
Chile —2.756 */ —6.048 *** —4.776 * (1997) —4.562 (2003) —5.850 *** (2006, 2009) —6.372 ** (2009, 2015)
Canada —0.682/—1.974 —5.013 ** (2016) —4.694 (2016) —3.434 * (2006, 2009) —4.468 (2005, 2013)
Colombia —2.458/-2.483 —7.270 #* (2013) —6.450 (2013) —4.175 % (2010,2012)  —11.809 *** (2003, 2011)
Mexico —1.258/-3.110 —4.416 (2014) —5.212 ** (2008) —5.175 *** (2000, 2002) —6.888 *** (2005, 2013)
USA 0.619/—2.672 —4.667 * (2007) —5.320 ** (2007) —3.336 * (2011, 2018) —5.305 (2005, 2017)

#* #* and * denote a rejection of the null hypothesis at 1, 5, and 10% levels, respectively. The authors’ calculation
is made using EViews 10.

Finally, considering the Locf indicator, the results show convergence for the seven
countries considering the Crash model. In contrast, for the Break model, there is only
convergence for Brazil, Chile, Canada, Colombia, and Mexico (Table 5). Therefore, consid-
ering the Crash model with two structural changes for a better specification, the majority
of countries present evidence of convergence in energy consumption (six countries), CO,
emissions (six countries), ecological footprint (six countries), energy intensity (all coun-
tries), and the Locf (all countries). In the case of the United States, there is no conclusive
evidence of convergence in any of the indicators used. The countries of the Americas are
very heterogeneous in terms of economic development, energy use, and environmental
challenges, especially in the case of the United States.
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Table 5. Result of unit root tests for Locf (1990-2022).

DF or DFA Test

Locf C/CT

Lee-Strazicich Test
Two Breaks

Zivot-Andrews Test
One Break

Crash Break Crash Break

—2.616/—-2.717
—1.636/-3.330 *
—2.741*/-3.896
—2.554/-2.610
—2.344/-2.693

Argentina
Brazil
Chile
Canada
Colombia
Mexico

USA —0.205/—-1.867

—3.282 **/—3.306 *

—4.218 (1997)
—4.298 (2011)
—4.661 * (1999)
—4.824 % (1999)
—3.889 (2016)

—4.996 * (1999)
—4.685 (2011)
—4.739 (2004)
—5.331 ** (2007)
—4.511 (2012)

—3.642 ** (2008, 2012)
—4.550 ** (2008, 2015)
—4.155 ** (2008, 2014)
—4.727 ** (2000, 2009)
—4.553 %+ (2013, 2019)
—3.583 (1997) —4.552 * (1999) —3.900 * (2010,2012)  —13.829 * (2006, 2012)
—5.925 ** (2008) —4.009 (2008) —3.683**(2003,2019)  —5.711 (2002, 2010)

—4.665 (2010, 2017)
—7.818 ** (2003, 2007)
—5.925 * (2000, 2013)
—6.583 *#* (2001, 2009)
—5.590 *(2000, 2008)

*%

EEE Y
7o

and * denote a rejection of the null hypothesis at 1, 5, and 10% levels, respectively. The authors’ calculation
is made using EViews 10.

In panel data analysis, it is essential to test the presence or absence of cross-sectional
dependence in the data and, depending on this, to use suitable tests, making more appropriate
statistical inferences. In this sense, CSD tests were applied: Breusch-Pagan [76] LM, Pesaran [77]
scaled LM, Baltagi et al. [78] bias-corrected scaled LM, and Pesaran [77] CD. The null hypothesis
of all four tests is that there is no cross-sectional dependence. In Table 6, the results show that the
null hypothesis is rejected at a 1% significance level in the five variables and with the four tests,
except for the Pesaran CD test for CO,. Therefore, it is concluded that there is cross-sectional
dependence in the variables for all the variables. Due to the above, the Im-Pesaran—Shin
(IPS) [79], cross-sectional ADF (CADEF), and IPS (CIPS) tests proposed by Pesaran [80], and the
KT test proposed by Karavias and Tzavalis [58] were applied.

Table 6. Results of CSD tests.

Locf

121.463 ***
14.421 ***

Enercon

250.725 ***
34.365 ***

Tests

Breusch-Pagan LM
Pesaran scaled LM
Bias-corrected scaled LM 34.257 *** 29.433 *** 16.303 *** 38.783 *** 14.312 ***
Pesaran CD —3.044 *** 0.480 —2.654 *** —4.053 *** —4.076 ***

*** denotes rejecting the null hypothesis at a 1% level. The authors’ calculation is made using EViews 10.

CO,

219.456 ***
29.542 ***

Ecologf

134.365 ***
16.412 ***

Energyint

280.055 ***
38.892 ***

The results of the unit root tests are presented in Table 7. In the case of energy consumption,
the presence of a unit root is not rejected, so there is no evidence of convergence, considering
the four tests applied. In the case of CO,, considering two structural changes, it is possible to
reject the null hypothesis of the unit root. The Ecologf is the only variable that rejects the null
hypothesis of a unit root in all tests applied at 5% (or better). The series is stationary and tends
to return to its mean. It implies convergence in environmental degradation measured by the
ecological footprint per capita in the sample countries. Considering one and two endogenously
determined structural changes, the Energyint is stationary. In the case of Locf, there is evidence
of convergence with the IPS, CIPS, and KT (one and two breaks) tests. Therefore, there is
evidence of stochastic convergence in CO,, Ecologf, Energyint, and Locf in these countries.
According to the literature, this convergence is conditional stochastic [38,43,81]. However, it is
possible that with the panel data unit root tests applied, not all countries analyzed converge in
the five indicators. It would be interesting to study whether there are any convergence clubs.

Table 7. Results of the stochastic convergence test.

Variable

IPS CIPS CADF KT (1 Break) KT (2 Breaks)

Enercon
CO,
Ecologf
Energyint
Locf

-2

0.600
0.088
486 ***
0.824
—2.023 **

—2.082
—2.514
—3.532 ***

—2.126
—2.115
—2.907 **

—0.768
—0.629
—6.062 ***
—2.128 —1.713 —1.505 *** —1.798 ***
—2.158 ** —1.985 —5.595 *** —6.094 ***

—-1.101
—1.909 ***
—6.185 ***

** and ** reject the null hypothesis at 1 and 5% levels, respectively. The authors’ calculation is made using Stata 16.0.
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The results of the club convergence test are presented below to confirm the robustness.
In this paper, a convergence club means that two or more countries are converging on
the transition path of the indicator analyzed. A divergent group means that one or more
countries are not converging on the transition path of the indicator analyzed. In Table §,
the results of the full panel test show evidence that there is no common long-term trend
among the seven countries in energy consumption, CO, emissions, ecological footprint,
energy intensity, and Locf; that is, there is no evidence of convergence in these variables for
the countries in the sample.

Table 8. Log t results of convergence test.

Standard

Variable Coefficients Statistic T R
Error
Enercon —0.990 0.005 —179.355 * 0.3
CO, -1.110 0.008 —134.508 * 0.3
Ecologf —1.050 0.016 —62.546 * 0.3
Energyint —1.159 0.006 —167.114 * 0.3
Locf —0.879 0.004 —187.596 * 0.3

There are seven countries and 33 periods. * indicates rejection of the null hypothesis (convergence) at a 5%
significance level.

Given the above, testing or analyzing the possibility of clubs or convergence groups
for each variable analyzed is essential. The results of the grouping procedures and club
merger tests for the seven countries are as follows.

Considering energy consumption, evidence of the convergence of two clubs and a
divergent group is found. Chile, Canada, and the United States are in club 1, considering
that the last two are developed countries based on a productive structure with high energy
consumption per capita. Although Chile is not a developed country, it is one of the largest
energy consumers in Latin America. In club 2 are Argentina, Brazil, and Mexico, while
Colombia is divergent (Table 9).

Table 9. Initial convergence club classification (Enercom).

Variable Countries Coefficient T-Stat
Club 1 Canada, Chile, United States 0.005 13.076
Club 2 Argentina, Brazil, Mexico 0.229 3.300
Group (divergent) Colombia - -

The null hypothesis is that there is convergence. The authors’ calculation is made using Stata 16.0.

The convergence trend of each club can be seen in Figure 5. There is no evidence of the
possibility of the existence of additional clubs, according to the club fusion test (Table 10).

1.2 05
08 0.6 1
_0.7,
0.4
_0_8,
0.0
,0.9,
0.4
_1_0,
0.8 a1
-12 T T T T T T T T T T T T T T T T T T T T T T T T T T T T T -12 T T T T T T T T T T T T T T T T T T T T T T T
90 92 94 96 98 00 02 04 06 08 10 12 14 16 18 20 22 90 92 94 96 98 00 02 04 06 08 10 12 14 16 18 20 22
—— CANADA —— CHILE —— USA | [ —— ARGENTINA —— BRAZIL —— MEXICO |

Figure 5. Transition paths for countries within their own energy consumption club.
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Table 10. Club merging classification test (Enercom).

Variable Coefficients Standard Error T-Stat
Club1 + Club 2 —1.3042 0.0221 —58.933 *
Club 2 + Club 3 —0.411 0.0674 —6.109 *

* indicates rejection of the null hypothesis (convergence) at a 5% significance level. The authors’ calculation is
made using Stata 16.0.

Considering CO, emissions, there is evidence of convergence in a club comprising
Argentina, Canada, Chile, Mexico, and the United States and a divergent group comprising
Brazil and Colombia (Table 11). There is no evidence of the existence of additional clubs.

Table 11. Initial convergence club classification (CO;).

Variable Countries Coefficients T-Stat
Argentina, Canada, Chile, "

Club 1 Mexico, United States 0.206 11.616
Group (divergent) Brazil, Colombia —1.233 —11.974

* Indicates rejection of the null hypothesis (convergence) at a significance level of 5%. The authors’ calculation
using Stata 16.0.

Figure 6 shows club 1’s convergence trend. According to this indicator, the United
States and Canada, which have very similar paths, are the two economies on this continent
with the highest pollution levels. However, both countries tend to converge in the long
term with Argentina, Chile, and Mexico.

1.2

e

0.4

-0.8 -

-1.2

T T T T T T T T T T T T T T T
90 92 94 96 98 00 02 04 06 08 10 12 14 16 18 20 22

ARGENTINA —— CANADA —— CHILE
— MEXICO USA

Figure 6. Transition pathways for countries within their own CO; club 1.

Regarding the ecological footprint, there is evidence of two clubs of convergence.
In club 1, Argentina, Brazil, Canada, Chile, and the United States are the most polluting
countries with this indicator (led by the United States and Canada). At the same time,
Colombia and Mexico are in club 2 (Table 12).

Table 12. Initial convergence club classification (Ecologf).

Variable Countries Coefficients T-Stat
Argentina, Brazil, Canada, Chile,

Club 1 United States 2.240 23.990

Club 2 Colombia, Mexico 1.463 6.026

The null hypothesis is that there is convergence. The author’s calculations were performed in Stata 16.0.

There is no evidence of the existence of additional clubs (Table 13), and Figure 7 shows
the trend of each club’s convergence path.
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0.8

Table 13. Club merging classification test (Ecologf).

Variable Coefficients

Standard Error

T-Stat

Club 1 + Club 2

—1.050

0.0168

—62.546

The null hypothesis is that there is convergence. The author’s calculations were performed in Stata 16.0.
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Figure 7. Transition paths for countries within their own ecological footprint club.

In the case of energy intensity, there is evidence of a convergence club and a divergent
group (Table 14). Brazil, Canada, and the United States are the convergence club 1 with
the highest energy intensity levels, while Argentina, Chile, Colombia, and Mexico are the
divergent group.

Table 14. Initial convergence club classification (Energyint).

Variable Countries Coefficients T-Stat
Club 1 Brazil, Canada, United State 0.206 11.616
Group (divergent) Argentina, Chile, Colombia, Mexico —1.233 —11.974*

* indicates rejection of the null hypothesis (convergence) at a significance level of 5%. The authors’ calculation
using Stata 16.0.

There is no evidence of additional clubs, and Figure 8 shows the trend of club 1’s
convergence paths.

0.8
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Figure 8. Transition paths for countries within their own energy intensity club 1.

Finally, considering the case of Locf, there is evidence of convergence of two clubs and
a divergent group. Brazil and Canada are in club 1, assuming they have the most natural
resources and are above the sustainability limit. In club 2 are Chile, Mexico, and the USA,
countries below the sustainability limit. Finally, Argentina and Colombia are within the
divergent group above the sustainability limit (Table 15).
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Table 15. Initial convergence club classification (Locf).
Variable Countries Coefficient T-Stat
Club 1 Brazil and Canada 0.076 0.984
Club 2 Chile, Mexico, and USA 0.194 3.760
Group (divergent) Argentina and Colombia —0.479 —11.788

0.9

The null hypothesis is that there is convergence. The authors’ calculation is made using Stata 16.0.

Figure 9 shows each club’s convergence trend. Club 1 shows an important gap between
Brazil and Canada but tends to reduce and converge in the long term. Club 2 shows a
clear trend towards convergence in the long term. Mexico’s and the USA’s trends are very
similar, which could explain the solid commercial integration between both countries.
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Figure 9. Transition paths for countries within their own Locf club.

According to the club fusion test, there is no evidence of the possibility of additional
clubs (Table 16).

Table 16. Club merging classification test (Locf).

Variable Coefficients Standard Error T-Stat
Club 1 + Club 2 —0.947 0.017 —54.700 *
Club 2 + Group 3 —0.429 0.027 —15.377 *

* indicates rejection of the null hypothesis (convergence) at a 5% significance level. The authors’ calculation is
made using Stata 16.0.

Considering that the Locf is the most complete indicator to measure environmental
degradation, according to the results, the countries could be classified into two clubs
and a divergent group. In the first club, Brazil and Canada are the countries with the
highest level of sustainability and biocapacity reserves in the Americas. In the divergent
group of countries, Argentina and Colombia, representing some countries still above the
sustainability limit, but whose biocapacity reserves and sustainability tend to decrease.
Finally, in the second club are the United States, Mexico, and Chile, which are countries
that are below the sustainability line, so the current lifestyle or environmental condition of
these countries is unsustainable, and thus there is a biocapacity deficit.

Next, studying the possible drivers of forming convergence clubs is crucial. In this
sense, logit models are estimated to investigate the variables expected to influence the
probability of a country being in a specific convergence club for energy consumption,
carbon dioxide emissions, ecological footprint, and energy intensity. According to the
literature review, the main explanatory variables in the convergence are economic growth,
trade openness, renewable energy consumption, income inequality, and innovative activity.

Table 17 shows the odds ratios and marginal effects for Enercom. In club 1, innovative
activity, renewable energy, and trade increase countries’ probability of belonging to this
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specific club, while economic activity reduces the probability. In club 2, economic activity
has a positive marginal effect, while the other variables have a negative sign.

Table 17. Determinants of convergence clubs (Enercom).

Club 1 Club 2
Variable Odds Ratio Marginal Effects Odds Ratio Marginal Effects
dy/dx dy/dx
GDP 0.131 *** —0.465 ** 1.782 ** 0.137 **
Patent 14.007 *** 0.633 *** 0.461 *** —0.183 ***
Renergy 2.505 *** 0.210 *** 0.443 *** —0.193 ***
Tradeopen 280.788 *** 1.294 *** 0.095 *** —0.559 ***
Wald chi2 = 100.39 Wald chi2 = 74.91

Prob (0.000) Prob (0.000)

*** and ** indicate rejection of the null hypothesis at a significance level of 1 and 5%, respectively. The authors’

calculation is made using Stata 16.0.

The results for CO, are shown in Table 18. There is only one convergence club;
economic activity and trade increase the probability of countries belonging, while inequality
and innovative activity reduce it.

Table 18. Determinants of convergence clubs (CO,).
Club 1
Variable Odds Ratio Marginal Effects dy/dx
GDP 5.589 *** 0.123 **

Patent 0.456 *** —0.056 **

Gini 442 x 1077 #* —1.050 *

Tradeopen 93.268 *** 0.325 ***

Wald chi2 = 119.67
Prob (0.000)
*** ** and * indicate rejection of the null hypothesis at a significance level of 1, 5, and 10%, respectively. The
authors’ calculation is made using Stata 16.0.

Two convergence clubs were found when using the ecological footprint as an indicator
of environmental degradation (Table 19). In club 1, income inequality, innovative activity,
and renewable energy consumption have positive marginal effects on probability, while
economic activity and trade reduce it. In club 2, economic activity and trade increase the
probability of countries belonging, while the other variables reduce it.

Table 19. Determinants of convergence clubs (Ecologf).
Club 1 Club 2
Variable Odds Ratio Marg?yalldsffects Odds Ratio Marginal Effects dy/dx

GDP 0.336 *** —0.046 ** 2.795 *** 0.046 **

Gini 41.384 ** 0.159 * 0.024 ** —-0.159 *

Patent 12.049 *** 0.106 ** 0.082 *** —0.106 **

Renergy 5.153 *** 0.070 *** 0.194 *** —0.070 ***

Tradeopen 0.215 ** —0.066 *** 4.647 ** 0.066 ***

Wald chi2 = 41.43 Wald chi2 =29.35
Prob (0.000) Prob (0.000)

*** ** and * indicate rejection of the null hypothesis at a significance level of 1, 5, and 10%, respectively. The
authors’ calculation is made using Stata 16.0.
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Table 20 shows the results for energy intensity. There is only one convergence club;
economic activity increases the probability of countries belonging, while inequality and
trade reduce it.

Table 20. Determinants of convergence clubs (Energyint).

Club 1
Variable Odds Ratio Marginal Effects dy/dx
GDP 12.974 *** 0.555 ***
Gini 5.45 x 1077 *** —3.126 ***
Tradeopen 0.009 *** —1.003 ***
Wald chi2 = 73.70
Prob (0.000)

*** indicates rejection of the null hypothesis at a significance level of 1%. The authors’ calculation is made using

Stata 16.0.

Using the Locf as an indicator of environmental degradation, two convergence clubs
were found (Table 21). In club 1, renewable energy consumption has positive marginal
effects on probability, while economic activity and trade reduce it. In club 2, trade increases
the probability of countries belonging, while economic activity and renewable energy
consumption reduce it.

Table 21. Determinants of convergence clubs (Locf).

Club 1 Club 2
Variable Odds Ratio Marggl;/ldszeds Odds Ratio Marginal Effects dy/dx
GDP 0.917 ** —0.015 ** 0.717 *** —0.076 ***
Renergy 5.240 *** 0.304 *** 0.046 *** —0.708 ***
Tradeopen 0.376 *** —0.179 *** 11.713 *** 0.565 ***
Gini - - 9.475 *** 0.517 ***
Wald chi2 = 54.61 Wald chi2 = 41.54
Prob (0.000) Prob (0.000)

*** and ** indicate rejection of the null hypothesis at a significance level of 1 and 5%, respectively. Source: The

authors’ calculation using Stata 16.0.

Next, the cross-sectional dependence, unit root, and cointegration tests will be applied,
as well as the long-term estimation of the parameters, to see the influence of each variable
on the environmental degradation measured by Locf. Table 22 presents the results of the
tests, where all variables reject the null hypothesis of no cross-sectional dependence.
Table 22. Results of CSD tests for long-run model.

Tests GDP Gini Locf Patents Renergy Tradeopen
Eﬁ“SCh‘Paga“ 610.317 *** 283.064 *** 276.780 *** 358.044 *** 94.849 *** 160.935 ***
Eif[ara“ scaled 89.853 *** 39.357 ** 38.387 *** 50.926 *** 10.315 *** 20,512 ***
Bias-corrected 89.736 *** 39.240 *** 38.271 ** 50.810 *** 10.198 *** 20.395 ***
scaled LM
Pesaran CD 24.698 *** 5.623 *** 12.978 *** 16.044 *** 1.996 ** 11.2271 ***

*** and ** indicate rejection of the null hypothesis at a significance level of 1 and 5%, respectively. Source: The
authors’ calculation using EViews 10.
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Given the above, Pesaran’s [80] CIPS unit root test will be applied. The unit root test
results indicate that the variables in levels present a stochastic trend but are stationary
in first differences and integrated of order one (Table 23). Kao [82] and Westerlund [68]
cointegration tests are applied in this sense. The results at the bottom of Table 23 indicate
that the hypothesis of non-cointegration of both tests is rejected at a 1 and 5% significance
level, respectively. It implies that there is a long-term equilibrium relationship between
the variables. Although each of the variables separately has a stochastic tendency, in the
long term, there is a convergence towards equilibrium. Because there is cross-sectional
dependence between the variables, the FGLS and PCSE methods will be applied to estimate
the long-term parameters.

Table 23. Results of the unit root and cointegration tests.

Variables CIPS (Levels) CIPS (First Difference)
GDP —1.610 —3.621 ***
Gini —1.544 —3.002 ***
Locf —1.954 —5.134 ***
Patents —2.531 —b5.638 ***
Renergy —2.126 —5.002 ***
Tradeopen —2.149 —4.293 ***

Cointegration test Cointegration test
Kao [82] Westerlund [68]

Statistic—4.420 *** Statistic—1.816 **
** and ** reject the null hypothesis at 1 and 5% levels, respectively. The authors’ calculation is made using Stata 16.0.

The results show evidence (Table 24) of a negative influence of economic activity,
income inequality, innovative activity (in general), and trade openness on sustainability.
As expected, greater economic activity requires greater energy consumption and greater
environmental degradation. These results are similar to those found by Caglar et al. [19]
for APEC countries, by Djedaiet et al. [20] for the APEC oil countries, and by Dogan and
Pata [21] for the G7. The greater the inequality in wealth distribution, the greater the envi-
ronmental deterioration, especially in most of the selected Latin American countries. These
results are similar to those found by Khan et al. [32] for Asian developing economies and
Ehigiamusoe et al. [31] for different countries’ income levels. Innovative activity, in general,
is not enough to improve the environment; these results coincide with Cheng et al. [23] for
OECD countries and Allard et al. [83] for 74 countries. Likewise, greater trade openness
negatively affects the sustainability of the selected countries of the American continent.
These results are similar to those found by Allard et al. [83] for 74 countries. Evidence
shows that renewable energy will improve environmental sustainability in the region.
These results are similar to those of Caglar et al. [19] for APEC countries.

Table 24. Long-term model.

Variables FGLS Coefficients PCSE Coefficients
GDP —0.116 *** —0.099 **
Gini —2.224 *** —2.701 ***

Patents —0.074 *** —0.106 ***
Renergy 0.824 *** 0.873 ***
Tradeopen —0.838 *** —0.992 ***

*** and ** denote the rejection of the null hypothesis at the 1 and 5% levels, respectively. The authors’ calculation
is made using Stata 16.0.

Table 25 presents the results of the causality test. There is evidence of a bidirectional
causal relationship between renewable energy and environmental degradation, between
economic activity and trade openness, and between economic activity and patenting
activity. Each of these variables contains important information that helps to better predict
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the behavior of the other variable. It highlights the direction of unidirectional causality from
economic activity, renewable energy, and trade openness to environmental degradation.
Any movement in these variables affects the sustainability of these countries, that is, greater
economic activity and greater trade openness reduce it, while greater use of renewable
energy increases it. This information is relevant for the energy transition of these countries.

Table 25. Causality test results.

Variables GDP Gini Locf Patents Renergy Tradeopen
GDP - —0.740 —0.410 —2.480 ** —1.310 6.910 ***
Gini —2.090 *** - —3.760 **  0.700 1.590 —4.020 ***
Locf —3.980 ***  0.350 - 1.190 2.97 *** —7.700 ***
Patents 2.240 ** 5.920 *** 0.630 - —1.60 1.260
Renergy —0.110 —0.880 2.510 ** 4.440 - —2.060 **
Tradeopen  2.100 ** 0.990 —0.370 —1.680 ** —0.270 -

*** and ** denote the rejection of the null hypothesis at the 1 and 5% levels, respectively. The authors’ calculation
is made using Stata 16.0.

4. Conclusions and Policy Implications

This paper studies the convergence of environmental sustainability and its main de-
terminants in selected countries of the Americas for the period 1990-2022. Furthermore,
this paper studies the effect of economic activity, income inequality, trade openness, and
innovative activity on sustainability. Cross-sectional dependence, unit root, club conver-
gence, causality, and cointegration tests are applied. In addition, long-term parameters are
estimated using robust methods for cross-sectional dependence, such as FGLS and PCSE.
The results show evidence of stochastic convergence with the univariate unit root tests in
the five indicators used (Enercon, CO,, Ecologf, Energyint, and Locf); although, in the case
of the United States, there is no conclusive evidence of convergence in all the indicators
used, while with the unit root tests of panel data, there is only convergence in four indica-
tors (COy, Ecologf, Energyint, and Locf). Furthermore, there is no evidence of convergence
towards a single club considering the entire sample, but there is evidence of convergence
towards several clubs. In the case of energy consumption, two clubs were found, for CO,
emissions one club, for the ecological footprint two clubs, for energy intensity one club, and
for the Locf two clubs. The results suggest that the variables are integrated of order one
and are cointegrated in the long run. In the long term, economic activity, income inequality,
trade openness, and innovative activity deteriorate sustainability, while renewable energy
improves the sustainability of these countries. There is evidence of a bidirectional causal
relationship between renewable energy and environmental degradation, between economic
activity and trade openness, and between economic activity and patenting activity. Further-
more, the direction of unidirectional causality from economic activity, renewable energy,
and trade openness to environmental degradation confirms that greater economic activity
and trade openness reduce sustainability, while greater use of renewable energy increases
sustainability. This information is relevant for the energy transition of these countries. It
implies accelerating this region’s transition from fossil energy sources to renewable and
cleaner energy. The countries could be classified into two clubs and one group, considering
the convergence results of the Locf indicator, to design and implement specific energy
and environmental policies. In the first club, Brazil and Canada are the countries with the
highest levels of sustainability, so environmental and energy policies should be aimed at
maintaining and increasing sustainability levels. In the divergent group of countries, Ar-
gentina and Colombia, although they are above the sustainability limit, sustainability tends
to decrease, so specific environmental and energy policies are necessary to move away from
the limit and converge towards greater sustainability. Finally, in the second club are the
United States, Mexico, and Chile, where the current lifestyle or environmental condition is
unsustainable. Specific environmental and energy policies are urgently needed for these
countries to move to a sustainable environmental condition. According to the results of the
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long-term model, it is important to consider that the energy and environmental policies of
these countries should focus on promoting economic activities that reduce energy intensity,
reduce income inequality, promote green patents, and encourage the production and use of
renewable and cleaner energy sources.

Regarding the limitations of the study, one of them is the sample period; it is always
desirable to have a greater number of observations. In addition to the fact that it was not
possible to find data for all the countries of the Americas, complete data on the variables
used were only available for seven countries, which were the main consumers of energy and
those that generate the most environmental pollution. Also, although robust methodologies
were included to address the heterogeneity and cross-section dependence between the
countries considered, this may be an element to take into account.
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