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Abstract

Happiness is a psychological and material phenomenon that leads to increased economic productivity of
humans. It is thought that oil-rich countries have higher economic growth and happier people, but in some
of these countries, economic growth and happiness is lower. Environmental degradation and climate change
caused by fossil fuel consumption also affect happiness. Governments can influence the relationship between
oil dependence and climate change on happiness through governance. The aim of this article is to analyze
the role of good governance in the impact of economic dependence on oil and climate change on happiness
in Iran during 2005-2023. For this purpose, the QARDL method was used. The results showed that in the
short term, oil dependence and economic growth in the top quintile had a positive effect, climate change a
negative effect, and good governance a positive effect on happiness. In the long term, oil dependence and
climate change had a negative effect in the low and high quintiles, and good governance and economic growth
a positive effect on happiness in all three quintiles. The final effect of oil dependence on happiness in the
long run suggests a threshold of -0.07 in the low quantile and -0.66 in the high quantile, such that improving
governance before (after) the threshold leads to a larger (smaller) negative effect of oil rent on happiness.
The final effect of climate change on happiness indicates a threshold of -0.17 in the low quantile and -0.19 in
the high quantile, such that improving governance before (after) the threshold makes the negative effect of
climate change larger (smaller). According to the Wald test, in the short term, oil dependence, governance,
and climate change have a symmetric effect, and economic growth and governance an asymmetric effect; in
the long term, economic growth an asymmetric effect, and oil dependence, climate change, and governance
a symmetric effect on happiness.
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1. Introduction

Achieving a better life and increasing life satisfaction is one of the long-standing
goals of mankind. Although wealth is like health and its absence is regarded as
unhappiness, being rich does not guarantee happiness. So, wealth is not the only
determining factor of happiness, and the effect of wealth on happiness can be greatly
influenced by other factors. This issue is particularly evident in countries that are
considered rich in terms of having abundant natural resources, such as oil, so that
the enjoyment of natural resource rents in some countries has not only led to the
improvement of people’s living conditions and well-being, but has even led to a
decrease in economic growth and people’s happiness. Also, the use of fossil fuels
such as oil has led to air pollution and climate change, which can affect the mental
health and happiness. This article aims to analyze the role of good governance in the
effect of economic dependence on oil and climate change on happiness in Iran in the
period of 2005-2023 by using the QARDL method.

2. Theoretical framework

Regarding the effect of having natural resources, Slesman (2023) and Lu & Sohail
(2022) concluded the positive effect of oil rent on happiness. While Elmassah &
Hassanein (2022) and Mignamissi & Kuete (2021) concluded the negative effect of
oil rent on happiness. The results of studies such as Slesman (2022) and Opaleye &
Nwachukwu (2019) also indicate the absence of a significant relationship between
oil rent and happiness. This is despite the fact that studies such as Sedaghat Kalmarzi
etal. (2021) have confirmed the nonlinear effect of oil rent on happiness in the
form of an inverted U. Also, good government plays a key role in establishing a
relationship between the natural resources, which can affect the level of satisfaction
and happiness. Environmental characteristics and living conditions of countries
are other factors that can affect the happiness. Being in nature increases people’s
happiness by reducing the level of anxiety and depression, increasing self-confidence
and improving people’s health. Just as being in nature and enjoying the God-given
gifts in it has a positive effect on happiness, the arrangement of environmental
injuries and damages can affect people’s happiness. Also, the quality government
governance affect the environmental performance on the welfare and happiness of
society.

3. Methodology

The purpose of the present study is to investigate the effect of dependence on oil
revenues and climate changes on happiness in Iran, considering the role of good
governance. Also, considering the interactive effect of oil rent and good governance
and the interactive effect of climate change and good governance on happiness and
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calculating the final effect, the threshold of good governance in the relationship
between oil rent and climate change and happiness will be determined. For this
purpose, the quantile method (QARDL) is used, which analyzes the effect of
independent variables on dependent variables in different regimes (low, middle and
high quantiles).

4. Discussion

The results of the estimates in the low, middle and high quantiles showed that in
the short term, oil dependence and economic growth in the high quantile had a
positive effect, climate change in all three quantiles had a negative effect, good
governance in all three quantiles had a positive effect on happiness. In the long run,
dependence on oil and climate change had a negative effect on happiness in the
lower and upper quantiles. Good governance and economic growth have a positive
effect on happiness in all three quantiles. In the long term, calculating the final effect
of o1l dependence on happiness indicates a threshold equal to -0.07 in the lower
quantile and -0.66 in the upper quantile, so that improving the governance index
before (after) reaching the threshold leads to a larger (smaller) negative effect of
oil rent on happiness. The final effect of climate change on happiness also indicates
the existence of a threshold equal to -0.17 in the lower quantile and -0.19 in the
upper quantile, so that improving the governance index before (after) reaching the
threshold leads to a larger (smaller) negative effect of climate change on happiness.
According to Wald’s test, in the short term, oil dependence and climate change have
a symmetrical effect, and economic growth and governance have an asymmetrical
effect on happiness. In the long run, economic growth has an asymmetric effect and
dependence on oil, climate change and good governance have a symmetrical effect
on happiness.

5. Conclusion and Suggestion

Considering the negative effect of oil rent on happiness, it is recommended to
manage oil revenues optimally by controlling the share of oil rent in the economy
and preventing its excessive increase and strengthen the approach of storing foreign
currency from the sale of oil in the currency reserve fund for use in construction and
infrastructure projects, and diversifying income sources through the development
of non-oil sectors such as transformation and technology industries.

Considering the negative effect of climate change on happiness, it is recommended
that the government implement strict laws to limit the activity of polluting industries
and also encourage them to use new devices and technologies and use clean energy
to reduce greenhouse gas emissions and climate change. Also the need to strengthen
government governance institutions becomes clear
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