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oo?gg/zoezo'ls Abstract
Today, national economies face numerous risks and vulnerabilities that can
have significant consequences. It is of great importance to examine these
Accepted: consequences on the components of quality of life. This study, using data
00/00/2025 from 32 emerging countries between 2014 and 2022 and applying a System
GMM-Panel SUR approach, investigates the impact of economic risks and
Keywords: vulnerabilities on happiness and environmental degradation. The results
Economic Risk, show that economic risks and vulnerabilities have a negative impact on
Economic Vulnerability, happiness and an exacerbating effect.on the ecological footprint. Therefore,
Happiness, economic vulnerabilities and risks are among the most important factors
Environmental Quality weakening the quality of life of citizens in developing countries.
Urbanization and government expenditures, on the one hand, have improved
JEL Classification: happir!ess, bgt on the_ other hand, ha_l\{e also intensif_ied the e_colog_ical
D81, Q56, G30 f(_)qtprmt. V_\/hlle_prov[dlr)g \_Nelfare faC|I|'§|es and economic pr_osperlty brings
citizen satisfaction, if it is accompanied by the weakening of natural
resources and the environment, it may seriously endanger the sustainability
of the development path. Good governance indicators such as control of
corruption, rule of law, and accountability and democracy, on the one hand,
bring peace and reassurance to citizens and thus strengthen the happiness
index, and on the other hand, prevent environmental degradation by
individuals and institutions. This study emphasizes the necessity of
simultaneously considering the economic, social, and environmental
dimensions in designing sustainable development policies.
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Economic uncertainties and vulnerabilities represent major challenges, particularly for
emerging and developing economies. These phenomena not only impact economic
growth but also have profound effects on the quality of life, encompassing dimensions
such as happiness, mental and physical health, and environmental quality (Diener et al.,
2018). Economic vulnerability, defined as a state where individuals or communities are
exposed to economic risks with limited coping capacity (Cutter et al., 2003), can lead to
increased poverty, reduced access to essential services, and a deterioration in well-being
(World Bank, 2023). While the consequences of economic risks have been studied,
previous research has not sufficiently explored their simultaneous impact on both
citizen happiness and environmental degradation (ecological footprint). This study aims
to fill this critical gap by investigating the dual effects of economic vulnerability and
various risks on these two pivotal outcomes, thereby providing a multidimensional
perspective on the consequences of macroeconomic policies in emerging.economies.

2. Research Method and Data

This study employs a Panel Seemingly Unrelated Regression (SUR) model to analyze
the simultaneous impact of key variables on happiness and ecological feotprint for a
group of emerging and developing upper-middle-income countries from 2014 to 2022.
The SUR approach is chosen due to the potential correlation between the disturbance
terms of the two equations, providing more efficient estimates than single-equation
models.

3. Analysis and Discussion

This study investigates the simultaneous impact of economic vulnerabilities and risks on
two critical dimensions of quality of life—happiness and environmental degradation
(measured by ecological footprint)—in emerging and developing economies. Utilizing a
Panel Seemingly Unrelated Regression (SUR) model for a sample of countries from
2014 to 2022, we account. for the potential correlation between the unobserved
determinants of well-being and ecological impact. The findings reveal a dual and
contrasting role of “economic vulnerability: it significantly decreases happiness
(coefficient: -0.14) while substantially increasing the ecological footprint (coefficient:
0.77). This suggests that economically fragile societies experience lower subjective
well-being and are._more prone to unsustainable resource exploitation. Conversely,
institutional quality emerges as a pivotal factor for sustainable development. Good
governance not only fosters happiness (0.03) but also effectively mitigates
environmental degradation (-0.15). Similarly, reducing political risk benefits both
happiness (0.02)and the environment (-0.17). Government expenditure presents a
complex policy trade-off, improving happiness (0.05) but exacerbating the ecological
footprint (0.22). Other factors, such as urbanization (0.05) and reducing economic risk
(0.01), contribute to happiness, while population growth (0.39) and per capita
greenhouse gas emissions (0.51) are significant drivers of environmental pressure. The
results underscore the necessity of integrated policy frameworks that strengthen
institutions to simultaneously enhance societal well-being and environmental
sustainability.

4. Conclusion
The core objective of this study was to empirically analyze the simultaneous effects of
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economic uncertainty and vulnerability on the dual pillars of quality of life—human
well-being (happiness) and environmental sustainability (ecological footprint)—within
the context of emerging economies. The results from the Panel SUR estimation provide
compelling evidence for several critical conclusions. First and foremost, economic
vulnerability is identified as a central destabilizing force, exerting a double negative
impact. It directly corrodes societal happiness by fostering instability, job insecurity,
and reduced income, while simultaneously propelling environmentally destructive
practices, as vulnerable economies appear to resort to unsustainable resource extraction
to compensate for their structural weaknesses. This finding highlights a vicious cycle
where economic fragility diminishes current well-being and jeopardizes future
environmental security. Second, the study illuminates a significant policy.trade-off,
particularly concerning government spending. While fiscal expenditure on public.goods
and services is a potent tool for enhancing immediate well-being and. happiness, it
concurrently increases the ecological footprint, likely through large-scale;. resource-
intensive infrastructure and development projects. This creates a complex challenge for
policymakers who must balance short-term welfare gains with long-term environmental
costs. However, the most pivotal and optimistic finding lies in the unequivocal role of
strong institutions. Good governance is not a mere complementary factor but the
cornerstone of a sustainable development model. Our results demonstrate that high-
quality institutions, characterized by the rule of law, control of corruption, and effective
regulation, are the only variables tested. thatproduce a positive synergy: they
simultaneously increase happiness and reduce environmental degradation. Reducing
political and economic risks further reinforces this positive outcome. Therefore, for
policymakers in emerging economies, the paramount strategy should be an unwavering
commitment to institutional reform and strengthening. Investing in governance is not a
choice between development and sustainability; it is the most effective pathway to
achieve both. By building resilient, transparent, and effective institutions, governments
can break the cycle of economic vulnerability, foster public well-being, and steer their
economies onto a path of environmentally sustainable growth.
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