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happiness and sustainable development are considered two sides of the same
coin, if an increase in happiness is assumed to depend on economic growth and
natural resources are considered key factors in this process, it can be argued that
achieving happiness is closely linked to economic growth and the effective
utilization of natural resources. Accordingly, the present study examines the
relationship between the resource curse and economic growth within the
framework of the Happiness Kuznets Curve in 66 developing countries. To
analyze this relationship, both the random effects model and threshold
regression method were employed. The results of the random effects model
indicate that economic growth has a positive and significant effect on happiness,
while its square has a negative and significant coefficient, reflecting a nonlinear
relationship between income and happiness. Subsequently, by determining a
threshold for the share of natural resource rents in GDP, countries were divided
into two groups. The findings show that in the first regime, natural resources
have a positive and significant effect on happiness, but after exceeding the
threshold, this effect becomes negative and significant. This reversal indicates
the occurrence of the resource curse, which can reduce happiness through
channels such as corruption, weakened governance, and inequality.
Consequently, the policy recommendation of this study, which may be relevant
for the countries under investigation, is to diversify the economy, improve
governance, and pay special attention to the human development index and its
relationship with quality of life in order to enhance happiness.
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EXTENDED ABSTRACT

Introduction

Happiness is a subjective and emotional feeling that has always been considered a fundamental goal of
human beings. According to existing studies, individuals with higher levels of happiness usually
demonstrate greater productivity, job performance, success, and health. If, based on the available
evidence and studies, happiness is regarded as an outcome of economic growth, and economic growth
is dependent on a country’s resources and productive capacities, it can be concluded that many of the
factors influencing happiness are rooted in economic growth. Among the factors affecting economic
growth, energy and natural resources play an undeniable role. However, many resource-rich countries
have found themselves in a situation known as the “resource curse.” In fact, due to excessive reliance
on natural resources, these countries often experience low levels of economic growth, which can
negatively impact the welfare and happiness of their citizens. Therefore, examining happiness in
resource-abundant countries becomes particularly significant.

Materials and methods

This study employs available data for 66 developing countries over the period 2010-2021 and applies
both the Generalized Method of Moments (GMM) fixed-effects approach and the threshold regression
model to dynamically examine the factors influencing happiness. The GMM fixed-effects model is used
to control for country-specific characteristics and address the endogeneity problem among variables.
Since happiness is influenced by dynamic factors such as per capita income, unemployment, and
corruption control, the use of the GMM model enables a more accurate causal analysis while reducing
estimation bias. In contrast, the threshold regression model is employed to analyze the nonlinear effect
of natural resources on happiness. The research hypothesis is based on the existence of a critical level
of natural resource rents, beyond which the impact of natural resources shifts from positive to negative.
The threshold model makes it possible to classify countries into two regimes according to their degree
of resource dependence and to analyze the differing effects within each regime.

Results and discussion

Based on the results of the random-effects model, per capita GDP has a positive and significant impact
on the happiness index. This finding indicates that, at the baseline level, economic growth contributes
to an improvement in happiness in developing countries. However, the squared term of per capita GDP
exhibits a negative and significant coefficient, suggesting a nonlinear relationship between income and
happiness. In the second part, the threshold model estimation shows that in countries where natural
resource rents fall below the identified threshold, the utilization of natural resources through income
growth, job creation, or infrastructure development can positively contribute to happiness.
Nevertheless, when natural resource rents exceed this critical level, their impact on happiness becomes
negative, reflecting the adverse consequences of excessive dependence on natural resources on both
subjective well-being and social welfare.

Conclusion

Overall, the findings of this study provide strong evidence of the complexity and multidimensional
nature of the relationship between economic variables and the level of happiness in developing
countries. The results not only confirm the existence of the Happiness Kuznets Curve, but also highlight
the significant roles of factors such as unemployment, corruption control, and the exploitation of natural
resources. In particular, the threshold model results indicate that the impact of natural resources on
happiness depends on the extent of their utilization, and beyond a specific critical threshold, this effect
may turn negative. Accordingly, economic growth alone cannot guarantee a sustainable increase in
happiness unless it is accompanied by good governance, appropriate redistributive policies, and
diversification of the economic structure.
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