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Received: 20" October 2024 The interconnection between sustainable development, social well-being,
Accepted: 11t November 2024 | and human happiness is increasingly recognized today. This study represents
a significant advancement in understanding this complex relationship by
examining the factors influencing the happiness index in the Group of Seven
(G7) developed countries, focusing on the role of renewable energy and
effective governance. Utilizing a panel data approach (quantile panel
regression) spanning from 2012 to 2023, the research investigated the
impacts of various factors, including renewable energy consumption (REC),
good governance index (GGI), income (GDP), inflation (INFL), and trade
openness (TO). Holding other variables constant, an increase of one percent
in REC, GGI, GDP, INFL, and TO is associated with happiness index increases
ranging from 0.20 to 1.75 percent, 0.13 to 0.19 percent, 0.30 to 1.46
percent, a decrease of 0.05 to 0.09 percent, and an increase of 0.60 to 2.39
percent, respectively. The study's findings demonstrate that elevating
renewable energy consumption, enhancing governance quality, fostering
economic growth, and expanding trade relations significantly increase
happiness levels in G7 countries. Conversely, an uptick in the inflation rate
has a negative impact on the happiness index. These results underscore the
potential for investments in clean energy, fortifying governmental institutions,
and establishing a stable economic environment to enhance quality of life and
elevate overall satisfaction.
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1) INTRODUCTION

Based on fossil fuels as the primary energy source, there have been numerous negative environmental effects,
including air pollution and global warming (Martins et al., 2019). The necessity of transitioning to alternative energy is
apparent, as non-renewable energy sources contribute to various external factors that affect the environment, these
factors negatively impact the population's health. Since European countries have few resources of fossil fuels, and rely
primarily on imports, the system can be employed as a form of political pressure. This system was flaunted by
Russia's actions following the implementation of Western sanctions. To increase their leverage, Russia attempted to
force consumers to pay for increased costs of energy and a shortage of supply (Timmons et al., 2014; IEA, 2022).
Continuing to rely on fossil fuels is also not financially justified. The expense of these sources of energy is typically
increasing because of the diminishing resources and the subsequent increase in cost of extraction. This has a negative
effect on economic factors that are macro-ordinate (Timmons et al., 2014). Energy fluctuations in European countries
also lead to a reliance on global material prices. The energy crisis of 2022 was a widespread and intricate shock that
was influenced by the increasing demand following the pandemic. Studies have indicated that the energy shock has
been the cause of around 60% of the total inflation (the fourth quarter of 2022) and between 20 and 50% of the core
inflation (the model's specifics vary) (Neri et al., 2023).

However, solely focusing on the influence of renewable energy sources on the domestic product would be
considered insufficient. While GDP is the most popular measure of economic activity, it isn't the sole indicator of social
well-being. It disregards many important aspects, including quality of life, contentment, and happiness. When
studying the energy sector, the societal well-being is of paramount importance. Air pollution causes numerous health
issues and has negative consequences both social and economic. Increasing the percentage of "clean" energy
production leads to a better quality of life by decreasing environmental pollution and educating people on the
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importance of environmental conservation. As a result, increasing the amount of renewable energy in the society will
increase overall happiness. An intriguing concept is attempting to associate the increasing prevalence of renewable
energy in the energy composition with the level of happiness in communities. Some research supports this positive
association (Payamfar et al., 2023; Kumari et al., 2021; Sun et al., 2022; Aydinbas & Erdinc, 2022).

Conversely, investment in renewable energy often encounters local opposition due to noise, smell, or visual
disturbances. Depending on the type of renewable energy source, the spatial approach, and the time frame, it must
be acknowledged that this issue still needs to be conclusively resolved (von Mollendorff & Welsch, 2017). Additionally,
research indicates that awareness among households in European Union countries regarding renewable energy
sources and their needs and expectations for enhancing quality of life is limited (Rosak-Szyrocka et al., 2023). Other
studies have indicated that utilizing renewable energy sources is highly costly for low-income households (Szeberényi
et al., 2022). Various barriers to the ultimate acceptance of renewable energy sources have also been highlighted by
Ferreira and Maria (2011). There is also research on assessing the emotional evaluation of renewable energy
technologies, which is quite intriguing.

Renewable energy technology adoption is affected by various factors, including emotional responses. Studies
indicate that the relationship between societal happiness and the acceptance of renewable energy is not simple, as
people's perceptions of different technologies can vary widely (Zaunbrecher et al., 2018). Economists increasingly
acknowledge the significance of understanding the socioeconomic factors that influence happiness. This shift has
expanded the scope of economic investigation beyond traditional utility theory. Research consistently shows that
economic conditions significantly shape individuals' overall well-being (Pollak, 1970; Easterlin, 1974; Veenhoven et a/.,
1993; Clark & Oswald, 1994; Winkelmann & Winkelmann, 1998; Diener & Biswas-Diener, 1999; Frey & Stutzer, 2002).
In Figure (1), the world Happiness Score is shown.
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Fig (1): World map of countries by World Happiness Report score (20231)

Happiness has become closely associated with wealth and social standing, leading governments to look for ways to
assess and enhance quality of life. Studies consistently indicate that economic aspects such as job opportunities and
income are strongly linked to happiness (Clark & Oswald, 1994; Winkelmann & Winkelmann, 1998). Additionally,
content individuals are likely to be more productive contributors to society (Argyle, 1989; Sgroi, 2010, 2015; Oswald
et al, 2015; Bellet et al, 2024). Recognizing the connection between happiness and economic well-being,
policymakers have aimed to introduce measures that improve overall well-being (Easterlin, 1974). According to Diener
et al. (1999), governments should create communities prioritizing freedom and security, as these elements greatly
influence individuals' sense of self and overall happiness (LeVine, 2014).

Maslow's hierarchy suggests that human needs progress from fundamental physiological necessities to more
complex psychological and spiritual ones. Fulfilling these needs at each stage significantly impacts individuals' well-
being (Aydin, 2012). The concept of happiness, as a fundamental idea, is deeply connected to understanding human
development. Maslow's hierarchy plays a direct role in promoting happiness by meeting physiological and
psychological needs. Consequently, income becomes a crucial economic factor in addressing these needs. Studies by
Winters, David, and Scott (2000, 2005) indicate that increased economic exchanges can raise the happiness levels of
impoverished communities. This is due to the potential for higher earnings and decreased poverty, ultimately leading

L https://en.wikipedia.org/wiki/World_Happiness_Report
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to greater contentment. Bhagwati and Srinivasan (2002) contend that maintaining macroeconomic stability is crucial
for countries heavily dependent on free trade to improve the well-being of their less privileged citizens significantly
when prices are stabilized.

In the context of formal organizations, authorities aim to merge resources and enable individuals to accomplish
national goals. Thomas Jefferson stressed the significance of protecting human life and well-being (Kim & Kim, 2012),
while Ibn Khaldun emphasized the vital role of effective governance in sustaining prosperous civilizations. According
to Kiya (2012), research conducted in the United States highlights the substantial impact of government expenditure
on life contentment. Institutions enforce measures to safeguard the welfare of citizens, fostering a feeling of freedom
and protection (Gropper et al, 2011). This investigation examines the correlation between the use of renewable
energy and effective governance on happiness levels within the G7 countries. The subsequent sections will delve into
the review of existing literature, the methodology, and the data analysis and will conclude with a discussion of the
findings and recommendations.

2) LITERATURE REVIEW

This part will discuss the theoretical foundations and the relationship between research variables separately.

2-1) The Interplay Between Happiness, Economic, and Environmental Factors

This study delves into the intricate relationship between renewable energy and happiness within the broader context
of sustainable development. By integrating economic and environmental aspects into the performance analysis of
renewable energy companies, we facilitate a more comprehensive exploration of potential findings while mitigating
the risks associated with multivariate assessments. This approach allows us to review the existing literature on how
happiness interacts with economic and environmental factors. Human health serves as a bridge connecting economic
prosperity and well-being (Bhuiyan, 2022). Indeed, mental health is instrumental in achieving life satisfaction and
happiness, while physical health facilitates economic outcomes (Baktemur, 2023). Human happiness catalyzes
economic growth (Cakmak & Gozen, 2021) and sustainable development (Marques & Fuinhas, 2012).

However, the multifaceted relationship between happiness and various factors has been significantly challenged
since the COVID-19 pandemic. A post-pandemic assessment (Kumari et al, 2021) reveals a substantial decline in
global human health, trust, and happiness due to the crisis. Specifically, the health impacts of the COVID-19 crisis
have had a notably negative effect on two of the world's largest economies: the United States (Sun ef a/., 2022) and
the People's Republic of China (Aydinbas et al, 2022). Psychologically, this effect can be best explained by the
adverse reactions in individuals' emotions and cognition during and after the pandemic (von Mollendorff & Welsch,
2017). Moreover, the pandemic has severely impacted socioeconomic issues such as unemployment, financial
difficulties (Rosak-Szyrocka et al, 2023), and interpersonal beliefs across cultures and communities (Szeberényi et al.,
2020).
2-2)The Relationship Between Governance and Happiness
Richard Easterlin, a pioneering economist in 1974, studied happiness levels. Using data from the United States, he
made two significant findings. Firstly, his research indicated that individual happiness seemed relatively equivalent
across wealthy and poor nations. Secondly, he discovered that economic growth did not necessarily lead to increased
happiness. This finding is known in the literature as the Easterlin Paradox. Easterlin suggested that we should
consider individuals who compare themselves to those around them as a benchmark for measurement. Diener et al.
(1985) investigated the happiness levels of wealthy individuals. They compared a group of wealthy individuals to a
randomly selected control group from a similar geographic area. By selecting 100 individuals from the Forbes list of
the wealthiest Americans and 100 individuals randomly from a telephone directory, they found that while wealthy
individuals reported higher levels of financial confidence, their overall happiness levels were not significantly different
from the control group. This research suggested that money alone is not the primary determinant of happiness.

Bjornskov et al. (2007) conducted a study on 74 developed countries. Using indicators such as social trust, GDP
levels, government transparency, and capital investment, they examined the relationship between governance and life
satisfaction. They found a negative correlation between government expenditure and life satisfaction. Additionally,
their research indicated a negligible impact of investment and welfare spending on human well-being. These studies
found a negative correlation between government expenditure and life satisfaction. Additionally, research suggests
that the impact of investment and welfare spending on human well-being is negligible. A study focusing on Pakistan,
using the inverse of poverty as a proxy for happiness, confirmed that increased trade as a percentage of GDP led to
higher happiness levels (Shahbaz & Aamir, 2008). Regarding other macroeconomic factors, national income was
found to have a negligible impact on life satisfaction. (Ram, 2009) A large cross-country dataset for African and Latin
American countries found a significant positive correlation between government spending and happiness.
Furthermore, results indicated a positive and significant relationship between happiness and national income.
Abounoori and Asgharizadeh (2013) identified factors influencing happiness in 58 countries between 2003 and 2011.
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Across 215 observations, they found a significant negative effect of unemployment and a positive relationship with
government spending.

Woo (2018) assessed the role of good governance on happiness using perceived happiness calculated by the
World Values Survey. This study confirmed that improving good governance does not guarantee higher happiness.
Almatarneh and Emaegwali (2019) employed the Social Progress Index to measure well-being. Their findings, based
on 107 countries from 2014 to 2017, indicated that an increase in institutional quality significantly impacts social
progress. A study on the subjective well-being of 126 countries concluded that increased corruption leads to
decreased happiness, arguing that corruption diminishes individuals' control over their rights and resources, diverting
them toward a select few (Li & An, 2019). However, more countries might exhibit different psychological, cultural, and
religious factors, leading to variations in how institutions define happiness. This study focuses on a limited set of G7
countries.

3) Methodology

This research utilizes panel data and the quantile regression econometric method to explore the influence of
renewable energy consumption and the good governance index on the happiness index in the G7 nations. Initially
introduced by Koenker and Bassett (1978), Quantile regression provides an alternative to ordinary least squares (OLS)
regression and related techniques, which typically assume a consistent relationship between independent and
dependent variables at all levels. Quantile regression is not a regression estimated on a single quantity or a
subsample of data. In basic OLS regression, the objective is to minimize the distance between the values predicted by
the regression line and the observed values. In contrast, quantile regression differentially weighs the distance
between the values predicted by the regression line and the observed values and then aims to minimize the weighted
distances. The primary advantage of quantile regression is that it allows us to comprehend the relationships between
variables beyond the mean of the data. It aids in understanding outcomes that are not normally distributed and have
nonlinear relationships with predictor variables. Quantile regression has two advantages over ordinary least squares
regression: it does not make assumptions about the distribution of the target variable. It is less sensitive to outliers
and non-normality of variables (Cook & Manning, 2013).

Therefore, the complete definition of quantile panel regression is expressed as equation (1):
Yi = Xi Br + Uni , O0<t<1 Equation (1)

Equation (2) shows the conditional quantile function of the dependent variable (target) conditional on the
explanatory variables (x):
Quantr (Yi | Xi) = Xi Br Equation (2)
Also, according to Equation (3), the following condition holds for the mentioned conditional quantile function:

Quant: (Ui | X)) =0 Equation (3)

In quantile panel regression, the effects of observable variables on the conditional distribution (Relation 2) are
estimated by minimizing the absolute value of the errors (u). Thus, according to equation (4), the minimization of the
absolute value of the errors with appropriate weighting is used to estimate the coefficients of the model:

MinXT|yi— X8l +2Z(1 -71) |yi — XiB|]

Yi>xiB Yi<xiB Equation (4)

According to the results, equation (4) uses linear programming to describe the model's response. To analyze the
data and estimate the research model, the E-Views 12 econometric software was utilized, with significance levels set
at 95%. The research first assessed the stationarity of the research variables using the Levin, Lin, and Chu (LLC) unit
root test. After conducting diagnostic tests, the method for model estimation was determined, followed by coefficient
estimation. The research identified quantile regression as the most suitable estimation technique based on the test
results, including the normality test. As mentioned earlier, the study focuses on the population of the G7 countries.
The 2012 to 2023 data was chosen due to data availability for the research variables. Given the points above, the
data analyzed in this study is panel data. To examine the factors impacting renewable energy consumption in the G7
countries and to elucidate their influence on this type of energy consumption, the research model, taking into account

previous studies such as Ostrowska et al. (2024) and Arshed et a/. (2020), is presented as equation (5):
In Happinessit=a+B1RECi+ B2GGlit+ B3INGDPit- B4ININFLit+ BsInTOi +€it Equation (5)
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It is noteworthy that Table (1) describes the variables used and the source of each data in relation (5). In the
following section, a better description of each variable is discussed.
Table (1): Description of variables and data sources

UERELLE Description Source Expgcted
s Sign
The country scores are based on a
Happines | survey in  which  respondents .
S evaluated the quality of their current World Happiness Report /
lives on a scale of 0 to 10
REC Renewable Energy Consumption Energy Information +
(billion kWh) Administration (EIA)
The Worldwide Governance
2
GGI Good Governance Index Indicators (WGI) +
GDP Gross Domestic Product (constant | World Development +
2015) Indicators
Inflation, Consumer Prices (annual | World Development
INFL . -
%) Indicators
T0 Trade (%) W0|_'Id Development +
Indicators

Source: Research Findings
4) Empirical Results
In this section, we present the descriptive statistics of the research variables and then interpret the results of the
econometric model estimation. All statistical analyses were conducted using E-views software.
4.1) Descriptive Statistics
Given the few countries included in the research and the relatively limited sample size, it was determined that only
the descriptive statistics of the variables would be reported instead of displaying frequency distribution charts. Based
on the data presented in Table (2), it can be observed that the mean of all variables exceeds their standard deviation.
This suggests that the variable values have a narrow spread around their mean, indicating minimal variation. Figure
(2) also analyses the renewable energy consumption and happiness index variables in the Group of 7 countries for
2023. This data provides a deeper insight into the patterns of the primary variables of interest in the countries under
investigation.

Table (2): Descriptive statistics of research variables

Happiness | LNREC GGI | LNGDP | LNINF LNTO

Mean 6.416 8.817 2.874 | 28.884 1.234 3.974

Median 6.719 8.615 3.027 | 28.737 1.234 4,095

Maximum 7.477 10.406 | 4.259 | 30.687 2.323 4.603

Minimum 3.012 7.812 0.561 | 28.016 | 0.569 3.152

Sq. Dev. 1.046 0.702 1.053 0.773 0.405 0.379
Number of 76 76 76 76 76 76

observations

Source: Research findings

2 This variable is created with the average of the following subgroup variables: Voice and Accountability, Political Stability and
Absence of Violence/Terrorism, Government Effectiveness, Regulatory Quality, Rule of Law, Control of Corruption.

( 1
L * )




World Economics & Finance Bulletin (WEFB)
Available Online at: https://www.scholarexpress.net
Vol. 42, January, 2025

ISSN: 2749-3628,

7.00 35000 _
=
Z
30000 =
6.80 ‘§
25000 <
g %0 g
4 20000 &
w =
% 6.10 z
g 3]
=" 15000 ©
g &
T 6.20 5
10000 s
2
£
6-00 5000 £
B
5]
5.80 0 R

Canada France  Germany Italy Japan United United

Kingdom States

. Happiness Index R enewable Energy Consumption (billion kWh)

Fig (2): Happiness Index and Renewable Energy Consumption in G7 Countries in 2023. Source: Author Drawing
4.2) Inferential Statistics
According to the econometric literature, to avoid the spurious regression problem, it is necessary to ensure the
stationarity of the variables before estimating the model. Therefore, the Levin, Lin, and Chu (LLC) unit root test was
employed. The null hypothesis of this test states that the variable has a unit root. If the p-value is less than 0.05, the
null hypothesis is rejected, and the variable is considered stationary. The results of the LLC test for all variables are
presented in Table (3). For variables that were not stationary, the LLC test was conducted again after first
differencing the variable.

Table (3): Unit root test

probability degree of

Variables t-Test value stationary
Happiness 6.42062 0.9548 (1)
LnREC -2.94914 0.0016 0)

GGI 2.58210 0.0951 (1)
LnGDP -5.43238 0.0000 (0)
LnINFL -2.27834 0.0114 (0)

Ln TO -2.87069 0.0020 (0)

Source: Research findings

The Chow test was employed to determine the type of data (pooled or panel) and select the appropriate
estimation method (fixed effects or random effects). The null hypothesis of the Chow test states that all intercepts are
equal, implying no significant differences between individual effects. The results of the Chow test presented in Table
(4) show that the null hypothesis is rejected (p-value < 0.05). Therefore, the data is panel data, with significant
differences between individual effects.

Table (4): The estimation results of Limer's F test

Test statistics The value of the statistic Probability value
The value of the F statistic 5.291 *0/002
The value of the chi-square statistic 30.614 *0/000

Source: Research findings. * Significance at the 5% level.
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The results of the Hausman test, presented in Table (5), were used to choose between the fixed effects and
random effects models. The null hypothesis of the Hausman test states that the random effects model is more
appropriate. Since the p-value is less than 0.05, the null hypothesis is rejected, and therefore, the fixed effects model
is more suitable for this data.

Table (5): The estimation results of the Hausman test

Test statistics The value of the statistic Probability value

Cross-section random 31.524 *0/000
Source: Research findings * Significance at the 5% level.

The Jarque-Bera test was employed to assess the normality of the dependent variable (happiness index). The
results of this test, presented in Table (6), indicate that the null hypothesis of normality is rejected (p-value < 0.05).
Therefore, it can be concluded that the dependent variable is not normally distributed. Since one of the critical
assumptions of classical regression models is the normality of errors, violating this assumption renders the results of
classical model estimation unreliable. Consequently, the quantile panel regression method was employed for a more
accurate analysis. Figure (3) visually demonstrates the non-normal distribution of the dependent variable.

Table (6): The results of the normality test of the dependent variable (Happiness Index)

Description Value
Jarek-bra statistics 281.084
Probability value *0/000
Source: Research findings * Significance at the 5% level.
30
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Fig (3): Showing the results of the normality test of the dependent variable (Happiness Index). Source: Research
findings

To test for autocorrelation in the error terms, the Breusch-Godfrey (BG) test was employed. The results of this
test, presented in Table (7), indicate that the null hypothesis of no autocorrelation is rejected (p-value < 0.05).
Therefore, it can be concluded that there is autocorrelation in the research data.

Table (7): Checking the correlation between the disturbance components

Description Value
Brosh Pagan test 176.540
Probability value *0/000

Source: Research findings * Significance at the 5% level.
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The Johansen cointegration test was employed to examine the existence of a long-run relationship between the
variables. The results of this test, presented in Table (8), indicate that the null hypothesis of no cointegration is not
rejected (p-value > 0.05). Therefore, it can be concluded that there is no long-run relationship between the variables
in the study.

Table (8): Checking the correlation between the disturbance components

Description Value probability level

ADF test statistic 0.987 0.838
Source: Research findings

Based on the results of the conducted tests, especially the rejection of the normality assumption and the presence
of cointegration, the quantile panel regression method was deemed appropriate for data analysis. Therefore, the
quantile regression model was estimated in this section, and the results are presented in Table (9).

Table (9): Estimation of the Quantile model

Variable Quantile Coefficient T statistic value probability level

10 1.752418 2.377795 0.0202
20 0.633514 4.209698 0.0001

30 0.644996 5.123572 0.0000

40 0.572439 5.142971 0.0000

LREC 50 0.438615 4.502130 0.0000
60 0.372760 3.010706 0.0036

20 0.298887 3.046081 0.0033

80 0.274411 3.628460 0.0005

90 0.207138 3.355168 0.0013

10 0.524801 -1.457770 0.1494

20 0.007841 0.136450 0.8919

30 0.049829 0.844341 0.4014

40 0.076675 1.299133 0.1982

GG 50 0.135340 2.230355 0.0289
60 0.132055 1.752900 0.0840

70 0.189051 3.069326 0.0031

80 0.153521 2.656265 0.0098

90 0.190852 4.165865 0.0001

10 1.462146 2.172823 0.0332

20 0.590068 4.534288 0.0000

LnGDP 30 0.494465 3.893827 0.0002
40 0.471496 4.054940 0.0001

50 0.389802 3.275792 0.0016
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Variable Quantile Coefficient T statistic value probability level

60 0.307884 1.848960 0.0687
70 0.227007 1.508568 0.1359
80 0.144528 1.259413 0.2121
90 0.091096 1.000988 0.3203
10 -0.534659 1.574191 0.0864
20 -0.097059 2.492094 0.0242
30 -0.070846 2.350615 0.0269
40 -0.050878 1.772743 0.0859
LINFL 50 0.021583 0.163223 0.8708
60 0.065143 0.521783 0.6035
70 0.044050 0.414632 0.6797
80 0.036121 0.408829 0.6839
9 0.050025 0.714384 0.4774
10 2.390866 2.057052 0.0434
20 0.840522 4.922645 0.0000
30 0.672338 3.922507 0.0002
40 0.687104 3.936752 0.0002
LATO 50 0.604552 2.563299 0.0125
60 0.469609 1.245533 0.2171
70 0.209391 0.582945 0.5618
80 0.067440 0.249143 0.8040
90 -0.039151 -0.183409 0.8550

Source: Research findings

Table (9) presents the results of the quantile regression analysis. The findings reveal that Renewable Energy
Consumption (LNREC): Across all deciles, LnREC exerts a positive and statistically significant impact on the happiness
index. A 1% increase in LnREC is associated with a 0.20% to 1.75% rise in the happiness index, assuming other
factors remain constant. These results align with Ostrowska et a/. (2024), emphasizing the pivotal role of renewable
energy in enhancing societal well-being. Good Governance Index (GGI): While GGI demonstrates a positive
correlation with the happiness index across all deciles, statistical significance is primarily observed in deciles 6-10. A
one-unit increase in GGI is linked to a 0.13% to 0.19% increase in the happiness index. This suggests that good
governance, by stimulating economic growth and GDP, contributes to higher happiness levels, corroborating the
findings of Arshed et al. (2020).

Gross Domestic Product (LnGDP): LnGDP exhibits a positive relationship with the happiness index in all deciles,
with statistical significance for most deciles. A 1% increase in LnGDP is associated with a 0.30% to 1.46% rise in the
happiness index. These results support the notion that higher income levels are positively correlated with greater
happiness, consistent with the findings of Arshed et a/ (2020). Inflation (LnINFL): In the first four deciles, LnINFL
negatively and statistically significantly impacts the happiness index. A 1% increase in inflation is linked to a 0.05% to
0.09% decrease in the happiness index. This indicates an inverse relationship between inflation and happiness in the
studied countries, aligning with the results of Ostrowska et a/ (2024). Trade Openness (LnTO): LnTO positively and
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statistically significantly impacts the happiness index up to the fifth decile. A 1% increase in LnTO is associated with a
0.60% to 2.39% increase in the happiness index. These findings suggest that trade liberalization, by facilitating the
flow of goods, services, and knowledge across borders, can enhance national happiness, consistent with the findings
of Arshed et al. (2020).

Notably, the lack of significant coefficients for some variables in certain deciles might be attributed to factors such
as a limited number of observations, the weak influence of variables in specific distribution points, or natural
variations in the distribution of the dependent variable.

5) CONCLUSION AND POLICY SUGGESTIONS

This study, utilizing panel data and quantile regression, investigates the impact of renewable energy consumption and
good governance on happiness in the G7 countries. The analysis from 2012 to 2023 reveals that all examined
variables significantly and theoretically consistently influence the happiness index across most deciles. Notably, an
increase in renewable energy consumption positively correlates with happiness across all income deciles in the G7,
suggesting that transitioning to cleaner energy sources enhances overall well-being. Moreover, the study underscores
the crucial role of strong institutions in fostering trust, thereby contributing to higher happiness levels. This finding
offers reassurance and confidence in the potential of governance to shape a more harmonious society.

Furthermore, the study finds a positive correlation between GDP growth and happiness, suggesting that economic
growth and increased per capita income improve living standards and satisfaction. Conversely, inflation negatively
impacts happiness, particularly for lower-income groups, as rising prices erode purchasing power and contribute to
insecurity. Finally, the results show that increased trade openness positively influences happiness, indicating that
trade liberalization and greater economic integration enhance economic growth, job creation, and overall welfare.

Based on these findings, the following policy recommendations can be made: Promote sustainable energy:
Governments should incentivize investments in renewable energy through tax incentives, financing, and research and
development support. Strengthen democratic institutions: Improving transparency, accountability, and public
participation in decision-making can enhance public trust and happiness. Foster inclusive economic growth: Economic
policies should aim for sustainable growth and job creation for all segments of society. Reducing economic inequality
and supporting vulnerable groups should be a priority. Promote free and fair trade: Governments should pursue free
trade agreements and reduce trade barriers. Control inflation and maintain economic stability: Monetary and fiscal
policies should focus on controlling inflation and maintaining economic stability, primarily to protect lower-income
groups. In conclusion, this study highlights the crucial role of renewable energy, good governance, economic growth,
trade openness, and price stability in promoting happiness among G7 citizens.

Future research could delve deeper into the following areas: Heterogeneous effects: Exploring how the impact of
these variables varies across different income deciles and countries. Additional factors: Investigating the role of other
factors, such as social capital, cultural values, and health, in influencing happiness. Long-term impacts: Examining the
long-term effects of policies promoting renewable energy, good governance, and economic growth. Causal
mechanisms: Delving into the causal mechanisms underlying the observed relationships between variables.
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