


Oil Price Fluctuations, Institutional Quality and Wellbeing in the Context of Oil-Producing Nations.








.     
.
              . 
                     
	.
..


.



ABSTRACT 

	Improving people’s well-being has taken center stage in public policy discourse and forms an essential ingredient in assessing the level of economic development of nations. Contextually, well-being encompasses having a good life, freedom of choice, health, good social relations, and security. In addition to other enablers, oil price and institutional quality have been linked as sources of wellbeing.  Though contradictory, there is still underreporting on the impact of oil price and institutional quality on well-being particularly for oil-producing countries. Thus, this study conceptualized well-being as the happiness Cantril ladder; institutional quality as the average of World Governance Indicators, and oil price as West Texas Intermediate. Utilizing a two-system GMM estimator for a panel dataset from the period 2006-2022, the findings of the study shows that oil prices and institutional quality exert an insignificant improvement on well-being both in the long and short runs. In terms of income, we found a negligible drop in well-being as income increases in the long and short run. Based on the findings, it is imperative to highlight that individual well-being could be enhanced by allocating more oil revenue to projects that enables well-being and strengthening institutional frameworks that guarantees improvements in wellbeing. 
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1. INTRODUCTION 

[bookmark: _Hlk171449929][bookmark: _Hlk174304529]The United Nations (UN) development goals are proposed to offer happiness to all societies. In alignment with this mission, it adopted Resolution 66/281 in 2012, designating the 20th of March annually as International Happiness Day. Thereafter, a conscious pursuit of individual happiness and well-being formed an integral part of public policies and a measure of economic progress. Putting forward the palpable role played by oil prices in oil-producing economies alongside the assumed well-being of individuals in oil-producing countries, investigating the influence of oil prices on individuals’ happiness in oil-producing countries becomes very crucial. Bjornland (2009) asserts that an increase in oil price and, consequently, an increase in the income of oil-exporting countries will positively affect their economic performance. Accordingly, increased income result to  increased spending, leading to higher investment in the economy. This will increase production, reduce unemployment, and, in turn, enhance well-being. Any economic policy, beyond promoting economic activity, is commendable if it contributes to human well-being or happiness (Frey and Stutzer, 2002). Human well-being has multiple constituents, including basic material for a good life, freedom and choice, health, good social relations, and security (OECD, 2011).

[bookmark: _Hlk196919646][bookmark: _Hlk166353300]Oil-price fluctuations have been significant over the past decade and have generally been accompanied by corresponding movements in capital markets and general commercial activities (Degiannakis et al., 2018; Nwosu, 2019). Amel et al (2024) observed that oil price fluctuation is primarily due to forces of demand and supply. Weaker global oil demand increases oil price while excessive supply dampens oil price.  The fluctuations in oil price affect the economic trajectory of both oil-importing and exporting countries since they invoke uncertainties that may disrupt economic activities. Due to the demand volume, and value of oil traded in the international market, the price of oil serves as an economic signal which can potentially destabilize price expectations (Seun and Chijioke, 2019). The controversy surrounding oil pricing policy is often based on its likely impact on the economy’s welfare through inflation (Richard, 2021).  Even though, the effect of oil price variations depends on the structure of the economy and its stabilization policies. Many countries insulate their economies from volatile oil price and its potential impact on well-being by setting a targeted domestic oil price (Qing et al, 2014).  When global oil prices rise, government subsidies are used but when the price falls, taxes are applied. 
Theoretically, when oil price rises, oil exporting countries experience a surge in foreign exchange earnings which enhances economic growth. This further increases income of workers and leads improvements in well-being. Contrarily, a decline in oil price is predicted to have a detrimental impact on oil price receipts, which will therefore have a negative impact on economic growth and people’s wellbeing. Thus, a persistent decline in oil price stifles economic expansion of most oil exporters and subsequently hurts people's quality of life.
On the other hand, good governance has been recognized as a tool to drive people’s happiness. Haung (2016) argued that many governments have, in addition to national and global competitiveness, focused on the happiness or subjective well-being of the people. In this regard, happiness has emerged as an economic and political issue. Ott (2010) argued that strong quality of governance positively impacts wealth, suggesting that governance is likely to have a positive impact on happiness. He further explained that wealth is important for happiness and that government can provide conditions for safety, healthcare, and a minimal level of social justice and equality which are all drivers of happiness and wellbeing. Moreso, Frey and Stutzer, (2005) argues that good governance can affect happiness directly through ‘procedure utility’ because people experience happiness when treated fairly and equitably, participate in decision-making, and are treated beyond what they could hope for. Unarguably, if governance attends its optimal level, it will effectively evolve conditions that will enhance happiness, such as control of corruption that may promote growth and social trust (Ott,2013) 
[bookmark: _Hlk165585438][bookmark: _Hlk165648830]Several studies on individuals’ happiness have evolved after the UN declaration in 2012. Many of such studies linked economic growth, education, income, inflation uncertainty, technology, good governance, environmental quality, unemployment, oil price, and internet to happiness (Araki, 2022; Yang, et al 2022; Zeqiri, 2020; Taherizadeh, et al 2023; Uche and Ngepah, 2024; Mochon, 2018; Sui, et al 2022; Domguia and Poumie 2019; and Haung 2016). Majority of these studies agree that well-being is linked to economic growth even though many of them are country-specific studies while a few considered country groups. However, none of the aforementioned studies considered specifically, oil producing countries. This presents a major research gap because of the potential implication on people’s wellbeing. It is imperative to highlight that, to the best of our knowledge, none of the previous studies had focused on the happiness of individuals in oil-producing countries. Specifically, none of these studies simultaneously linked oil price change, institutional quality, income per capita, and exchange rate to happiness in oil-producing countries. This present study is incentivized to fill this happiness and oil price literature gap.
[bookmark: _Hlk168864917]This study, therefore, examines the impact of oil price fluctuations and institutional quality on happiness of nineteen (19) oil-producing countries of Africa, Asia, Europe, the Middle East, South America, and the United States. Expectedly, huge foreign exchange accrues to oil-producing nations and individual well-being is assumed to be high. Similarly, institutional quality is also assumed to enhance the individual well-being of this nations. On the above premises, this current study addressed the following question: How do oil prices and institutional quality affect well-being in oil-producing countries? 
The novelty of this study stems from the following: (1) we considered the simultaneous effect of oil price fluctuations and institutional quality on happiness which previous studies did not consider (2) Prior studies disaggregated governance indicators which affected the results while in this study we took the average of all governance indicators (3) This study covers oil-producing countries from Africa, Asia, Middle East, Europe, America, South America for a more holistic analysis (4) This study utilized a more updated data data on happiness Cantril ladder. This rest of the study is divided into five sections. Section 2 follows the introduction with a literature review, which comprises theoretical and empirical reviews. Section 3 presents the methodology, while section 4 discussed the results. Section 5 considers policy issues and areas for further study.
2. Literature Review
 2.1. Theoretical literature
Wellbeing is synonymous with happiness and quality of life. The theoretical exposition of well-being covers a spectrum of disciplines including psychology, sociology, and economics among others. According to Diener’s subjective well-being theory, there are two key aspects of wellbeing – the positive effect and the negative effect. There is evidence of positive effect when an individual enjoys high degrees of satisfaction judgment, pleasant emotions and moods while negative effect is associated with unpleasant emotions and moods (Diener 1984, 1985). The theory further explained that subjective well-being is the sum of cognitive and emotional evaluations of lives. Life satisfaction can be regarded as a more cognitive component of subjective well-being as it refers to a cognitive judgmental process by which society assesses her quality of life (Diener,1999). On the other hand, maximizing the positive effect and minimizing the negative effect of happiness is regarded as an affective component of subjective well-being (Lyubomirsky et al. 2005). Measuring subjective well-being in many countries, Diener found a positive correlation between subjective well-being and the wealth of nations including having more human rights, equality, freedom, low unemployment rate, effective government, and reduced corruption.
 Dissatisfied with subjective well-being Keyes (1998) introduced the social well-being theory which explains well-being as the appraisal of one’s circumstances and functioning in society. Individuals remain embedded in social structures and communities and face countless social tasks and challenges (Keyes, 1998). Social challenges in this framework include social migration, social acceptance, social contribution, social actualization, and social coherence. Easterlin (2010) relied on Alfred Marshall’s economics of wellbeing to expound on the economic and welfare theory of wellbeing. Accordingly, Easterlin (2010) argued that the economics of well-being considers the part of individual and social action that is most closely connected with the attainment and with the use of material requisite of well-being. By this definition, the theory considers economic welfare as a component of social welfare that can be measured in terms of money. Thus, national output was widely used as a measure of the well-being of the nations. To this end, while economic growth raises objective living conditions, it also raises the standard of living by which people judge their living conditions.  Easterlin concludes that countries with higher growth rates of satisfaction with higher finances typically have higher growth rates of overall satisfaction.

2.2 Empirical literature
Several studies have explored the relationship between oil prices and wellbeing, even though their findings remain inconclusive. The main focus of these studies was to examine the impact of factors such as oil price, good governance, technology, education, internet, unemployment, and income on happiness or well-being. In this context, Deyshappriya et al (2023) adopted the GMM dynamic model to study the impact of oil price on the economic growth of 38 OECD countries from 2000-2020. Their results indicate a mixed impact of oil price on economic growth. First, an increase in oil price positively influenced economic growth through interest rates. Second, oil price negatively affects economic growth through the exchange rate, government expenditure, and investment. A further report from the study shows that the cumulative effect of oil prices on economic growth of these countries is negative since the negative effect dominate the positive. Such outcome implies that oil price affects economic growth indirectly through different channels. A study on the impact oil price shocks in oil-exporting Arab countries by Gulaliyev et al (2022) adopted the Vector autoregression method to conclude that oil price shocks impacted economic growth positively in Arab oil-producing countries. Edwin et al (2021) used the principal component analysis with logistic regression to study the impact of well-being on entrepreneurship in emerging economies. Findings from the study reveal that life and job satisfaction increased the probability of one becoming an entrepreneur. 
[bookmark: _Hlk168065817]Salisu and Isah (2017) examined the relationship between oil prices and stock prices in oil-exporting and oil-importing countries. The study employed the panel nonlinear ARDL and found that stock prices of both oil exporting and oil importing groups respond asymmetrically to changes in oil price.  However, the study emphasized that such effects are stronger in the importing than exporting groups. Seun and Chijioke (2019) applied trend and graphical analysis, fixed effect, and partial efficiency analysis to examine whether oil rent increases happiness in some selected African countries. Their findings revealed that oil rent does not increase happiness significantly but, oil price increased happiness significantly. They further found GDP growth to have reduced happiness in the selected countries.  Such outcome is attribute to a possible lack of quality institutions. All things being equal, quality institutions, oil rent, and GDP growth can increase happiness. Mignamissi and Kuete (2020) explored factors that make individuals in 30 African countries happy. They employed the Bayesian Model Averaging and the Weighted Average least square techniques. Their findings include a positive and strong relationship between gross domestic per capita income, employment, and the various dimensions of world governance indicators. Noubissi and Poumie (2019) examined the impact of environment and happiness in 30 African countries from 2006-2014. The study employed the GMM and fixed effect methods. The GMM outcome revealed an increase in happiness given environmental degradation. The fixed effect results, however, showed that the environment negatively affects happiness in Africa in the long run. Haung (2016) investigated the relationship between governance and happiness in 101 countries Worldwide. The study applied the quantile regression to find a positive and significant relationship between domestic quality and happiness in developed countries and an insignificant relationship in developing countries. Additionally, Uche and Ngepah (2024) explained that entrepreneurship positively drives households’ well-being in a study of the 11 countries. The study also emphasized the role of financial inclusiveness in achieving well-being.   
[bookmark: _Hlk168165679][bookmark: _Hlk167913371]In some country-specific studies, Al Sabah et al (2016) probed whether oil prices could sustain the standard of living in Kuwait from 1983-2014. The outcome based on the ordinary least squares estimator indicates that an oil price increase can maintain living standards while reducing unemployment, inflation, and incarcerations, and enhancing economic growth. In the case of Canada, Carbone and McKenzie (2016) used the Computable General Equilibrium (CGE) model to examine the impact of falling oil prices on growth. The study revealed that a 10 percent reduction in oil prices reduced national output by 1 percent and people’s welfare by 90 percent. Ali (2021) evaluated the volatility of oil prices and public spending in Saudi Arabia. The study employed the Coefficient of variation, chain-based and fixed-based index numbers, correlation, and line diagram to get variability, movement, co-movement, and sensitivity. The study found low positive sensitivity between oil prices and public spending and negative trend between oil prices and public spending in the long run. Accordingly, this result indicates that the Saudi Arabian government has improved its public spending in the low oil price era. Such public spending strategy may be implemented to maintain people's well-being while oil prices decrease. Vuong et al (2024) examine how oil price uncertainty, and oil pricing reform, affect corporate profitability in China spanning from 2007 to 2020 periods. The study observed that uncertainty of oil prices affected corporate profitability negatively and increased operating expenses. Implicatively, lower corporate profit combined with higher operating costs have detrimental effect on the well-being of stakeholders, shareholders, and their families.
[bookmark: _Hlk171021436] Bilal et al (2024) employed fuzzy models to study the impact of crude oil prices on the global economy focusing on the Russian-Ukraine conflict. The results forecast a decline in WTI crude oil prices from an all-time highest level. Terming this forecast as good news suggests a sliding global economy during the period of conflict despite an oil price hike. This also can translate to a decline in global happiness considering the crucial role oil prices plays in both importing and exporting countries. Aimer (2017) examined Libya's economic growth and crude oil prices between 1968 and 2016. According to the report, as oil prices rose, there was little effect on the manufacturing sector and adversely affected agriculture. Mamipour et al (2022) investigated the spillover effects of volatile oil prices on Iran’s stock market. The study covered the period spanning from March 2009 to March 2020 employing a multivariate GARCH model. Results from the study show that the effect of oil price volatility on Iran’s stock market is stronger in the long run than in the short run. It demonstrated that oil price fluctuation is one of the strongest exogenous factors that affect stock market turbulence in Iran. Beser, (2019) examined how oil prices impact economic growth in Venezuela during 1980-2014 periods. The study adopted the causality approach to find a one-way causality from oil price to economic growth. This implies that oil price contains enough information to predict changes in economic growth than economic growth to the oil price.
[bookmark: _Hlk171021700][bookmark: _Hlk168065390][bookmark: _Hlk171021773][bookmark: _Hlk171021565][bookmark: _Hlk171021181][bookmark: _Hlk168065497][bookmark: _Hlk171021115]Emmanuel et al (2018) examined the impact of the petroleum product price on human welfare in Nigeria. They found via the autoregressive distributed lag estimator a long-run and short-run negative and significant impact of petroleum prices on human welfare in Nigeria. Abiodun et al (2020) studied oil price shock and oil price revenue and well-being in Nigeria from 1980 - 2018. The study used the autoregressive distributed lag and ordinary least squares estimators. Findings from the study reveal a positive and significant relationship between oil revenue and well-being. It further shows a positive but insignificant relationship between credit to the private sector and well-being. Here in, we argue that the simultaneous effect of high interest and inflation rates prevalent in Nigeria has the potential to weaken the effect of private sector credit on wellbeing. Oduyemi and Owoeye (2020) attempted to find how oil price fluctuations impacted health outcomes in Nigeria from 1980-2017. To achieve its objectives, it adopted the Vector autoregressive method of estimation. The major findings of the study are that oil price shock is not detrimental to health. This according to the study, implies that oil price shock is neither necessary nor sufficient enough to explain systemic change in health outcome. They, however, argue that government expenditure contains more information that affects health outcomes in Nigeria.  Hence, it can be inferred that the neutrality of oil prices on well-being stems from its ineffective impact on health outcomes. On the other flip side, government expenditure exerts more impact on wellbeing. This position stems from the conviction that health is a dimension of well-being. Using ordinary least squares and GMM to study governance and happiness in 31 countries of Africa, Henri (2019) found governance quality to have improved happiness.  Expressing happiness as a continuous joy, Yang et al (2022) used ordinal logistic regression to investigate the impact of education and income on happiness in China. Results show education to be a significant determinant of happiness with a positive impact. It further indicates income as an intermediary mechanism through which education affects individual happiness. 
Undoubtedly, literature is encumbered with conflicting outcomes of the predictive influence of oil price on well-being on well-being. Mamipour et al (2022) found the effect of oil price volatility on Iran’s stock market stronger in the long run than in the short run. Emmanuel et al (2018) argued for a negative and significant impact of petroleum prices on human welfare in Nigeria. Accordingly, Abiodun et al. (2020) presented a positive and significant relationship between oil revenue and well-being. Likewise, Vuong et al. (2024) reported that oil prices affected corporate profitability negatively and increased operating costs. Deyshappriya et al. (2023) reported a mixed outcome First, an increase in oil prices positively influenced economic growth through interest rates. Second, oil price negatively affects economic growth through the exchange rate, government expenditure, and investment. Henri (2019) found governance quality to have improved happiness. Haung (2016) presented a positive and significant relationship between domestic quality and happiness in developed countries and an insignificant relationship in developing countries. Not the least, recent studies have rarely accounted for the simultaneous effect of oil price and institutional quality on the well-being of oil-selected oil-producing countries of Africa, Asia, America, South America, Europe, and the Middle East. Indubitably, such uncommon ground on findings and lack of consideration of oil-producing nations calls for an informed account that will identify critical policy strategies that will improve the well-being.


3.  methodology 

3.1 Description and Sources of Data 
The study covered a period of 16 years spanning from 2006 to 2022. The relevant oil-exporting countries under study include Nigeria, Algeria, Congo, Gabon, Tunisia, Egypt, Brazil, China, Canada, USA, Norway, Iran, Iraq, Saudi Arabia, Libya, Russia, Kuwait, United Arab Emirates, and Venezuela. Table 1 presents the data, their sources and descriptions. We utilized the happiness Cantril ladder to proxy well-being and the overall World governance indicators for institutional quality. The data and countries are selected on account of availability and consistency. Whereas the same reason sufficed for the study period, the 2006 to 2022 period captures the impact of oil prices on well-being of some oil producing in the early 21st century. 

Table 1: Description and Sources of Data
	Variables 
	Description
	Source

	WELB
	Happiness Cantril ladder
	Our World in Data

	OPRS
	Oil price
	OPEC Annual Stat Bulletin

	EXCR
	Exchange Rate
	World Dev. Indicators

	GDPC
	GDP Per Capita
	World Dev. Indicators

	INSQ
	Institutional Quality
	World Dev. Indicators


Note: 	WELB = well-being; OPRS=Oil prices; EXCR=Exchange rate; GDPC= Gross domestic per capita; INSQ= institutional quality.

3.2 Estimation techniques
The study employs the Arellano and Bover 1995, and Blundell and Bond 1998 system Generalized Method of Moments. The choice of this method is to control for endogeneity and to accommodate the micro nature of our data set. After the traditional diagnostic tests, the Two-system GMM of Arellano and Bover 1995 and Blundell and Bond 1998 was found appropriate for estimating the model. Other than controlling for endogeneity, the two-system GMM introduces more instruments to improve efficiency and transforms instruments to make them uncorrelated with fixed effects. Thus;
Suppose in a linear model such as in equation (1), X is the T x K matrix of explanatory variables resulting from T observations on K variables and Z is the T x K matrix of instruments

 	      							(1)                                                                                                                                                          

	(2)		                  

This estimator provides a consistent estimator for the slope coefficients if Z is correlated with X and uncorrelated with error term.
3.3 Model specification
The study is anchored on the economic and social welfare theory which placed a rise in well-being and standard of living on money and increased national output. Adopting the theory’s proposition, this study introduced oil price and institutional quality as elements of national output, gross domestic per capita as money accrued to individuals, and the exchange rate as a moderating factor.   Institutional quality is conceptualized as the average of the World governance indicators.  West Texas Intermediate is used as proxy for oil price while well-being was proxied by happiness Cantril ladder.
Adopting the Two-system equations, we propose that: 

				   (3)

where WELB represents well-being, OPRS is oil prices, INSQ is institutional quality, EXCR is the exchange rate and GDPC is GDP per capita.
INSQ is derived from equation (4) as follow:

		(4)		      
where 
Gove = Government effectiveness, Vacc = Voice and accountability, Psav = political stability and absence of violence, Rlaw = Rule of law, Reql = Regulatory quality, and Cocr = Control of corruption. The econometric model takes the following form;

                        (5)
Equation 5 is further transformed to a logged Two-system GMM equation as shown in equations (6) and (7): 


                                 (6)                  

The first system equation i.e. equation 6 is expressed in levels form with first difference as instruments while the second equation i.e. equation 7 is expressed 	in first differenced form with levels as instruments											         

	                       (7)	       


We expect a significant increase in people’s well-being with an increase in oil price, institutional quality and income (GDP Per capita). The study further expects a significant decrease in happiness with an increase in the exchange rate. 

4. results and discussion


Table 2: Summary Statistics
	Series
	WELB
	OPRS
	EXCR
	GDPC
	INSQ

	Mean
	5.777
	4.239
	.221
	9.412
	-0.317

	Std. Dev
	1.066
	0.297
	1.254
	1.105
	1.018

	Skewness
	0.098
	-0.362
	0.9387
	0.189
	0.739

	Kurtosis
	1.893
	1.898
	3.162
	1.966
	2.506


[bookmark: _Hlk171265785]Note: WELB, OPRS, EXCR, GDPC, and INSQ, represent well-being, oil price, exchange rate, GDP per capita, and institutional quality

The outcome of the summary statistics in Table 2 highlights (1) a set of data whose standard deviation is not widely dispersed from its mean. This suggests that the variables are appropriate for estimation and the estimated results will be reliable. (2) the skewness of the variables shows that all the variables are normally distributed (3) the exchange rate is mesokurtic, whereas all the variables are platykurtic. This implies that the data contains fewer outliers. Thus, the summary statistics confirm the appropriateness of the dataset for estimation, prediction, and policy prescriptions.  

Table 3: Correlation Matrix
	Series 
	WELB
	OPRS
	EXCR
	GDPC
	INSQ

	WELB
	1
	
	
	
	

	OPRS
	0.040
	1
	
	
	

	EXCR
	-0.634***
	-0.037446
	1
	
	

	GDPC
	0.848***
	0.2514
	0.560***
	1
	

	INSQ
	0.799***
	0.024060
	-0.502***
	0.804***
	1


Note: WELB, OPRS, EXCR, GDPC, INSQ represents well-being, oil price, exchange rate, GDP per capita and institutional quality *** P = 0.01






Fig.1: Confidence Ellipse of correlation Matrix
[image: ]
The correlation matrix in Table 3 reveals a weak positive and insignificant correlation between oil price and well-being. On the other hand, a fairly strong negative and significant correlation exists between exchange rate and well-being. The matrix further indicates a strong positive correlation between income, institutional quality, and well-being.
The confidence ellipse confirms the direction of the correlation while also providing insight into the correlation's confidence interval. It illustrates that 95% of the probability density is contained within the ellipses and will remain constant in repeated sampling. The ellipses further show that the more circular the ellipses, the stronger the association. This validates the low correlation of oil price and the strong correlation of other variables, as a larger portion of the dataset is included in the correlation matrix.
The nature of the data for this study is such that the number of panel units is greater than the period of study (N>T). The use of GMM becomes appropriate and demands that a selection be made between differenced and system GMM to determine the efficient estimator.



Table 4. The Difference and System GMM selection criteria
	Estimation Criterion
	Value 
	Remark

	Pooled OLS
	0.814
	Upper Bounds

	Fixed Effect
	0.615
	Lower Bounds

	Differenced GMM
	0.545
	Downward Biased.

	
	
	


[bookmark: _Hlk167303906]From Table 4, we found differenced GMM to be downward biased. For efficient estimation therefore, we employed the two-system GMM criterion as represented in Table 5.

Table 5.  Two-System GMM
	One step GMM with Lag of Wellbeing as the dependent variable

	

	Variable
	System GMM

	Welb(-1)
	1.2336 (0.2685)

	Insq
	0.4861 (0.6709)

	LnExcr
	-0.47104 (0.7843)

	LnGdpc
	-0.7506 (0.7757)

	LnOprs
	0.2570 (0.7477)

	C
	5.3530 (0.7726)

	Second Step GMM with Wellbeing as dependent Variable

	

	D(Welb)
	 0.4804(0.0283) ***

	D(Insq)
	1.8808 (0.5196)

	D(LnExcr)
	0.7458 (0.6481)

	D(Ln(Gdpc)
	-0.3529 (0.6910)

	D(LnOprs)
	0.10673 (0.6556)

	C
	 -0.00439 (0.8959)

	AR(2) 7.27 > (0.05)
	J-Stat. 15.07        (Prob) 0.4


Notes: *** represents statistically significant at 5% levels; p-values are reported in parenthesis.
Source: Authors' regression Output


The GMM post-estimation tests from Table 5 show that the moment conditions are correctly specified. Hence, there are no second-order serial correlations. For the overidentifying restrictions, the test further supports our choice of instruments. Findings reveal an insignificant increase in people’s well-being with increased oil prices and institutional quality in the long run. It further shows an insignificant decrease in well-being with increased exchange rates and people’s income. 
The outcome is similar in the short run though wellbeing significantly reinforced itself. An increase in oil price, institutional quality and exchange rate has an insignificant upward effect on well-being while an increase in people’s income has an insignificant downward impact on well-being. 
 Discussion of Findings
Bearing in mind that oil price impacts people’s well-being via some transmission mechanisms, the empirical outcomes corroborate the submissions of Abiodun et al (2020) who found a positive and significant relationship between Oil revenue and well-being in Nigeria. The findings also align with Al Sabah et al (2016) who stated that oil price increase sustained standard of living in Kuwait and Nwosu et al (2019) who found a positive relationship between increase in oil price and industrial production in Nigeria. Besides, Seun and Chijioke (2019) found that oil price significantly increased happiness in Nigeria while Mamipour et al (2022) found that oil price is the strongest exogenous factor that affects stock market turbulence in Iran. On the other hand, this study is at variance with the submissions of Vuong et al (2024) whose findings indicates a negative corporate profitability given oil price uncertainty and Carbone and Mckenzie (2016) who found that a 10 per cent decrease in oil price reduced people’s welfare by 90 per cent. 
The insignificant impact of oil prices on the well-being of oil-producing countries is justified by the low magnitude. The 25 per cent and 11 per cent improvement in the long and short run respectively implies that oil price is not a major determinant of well-being in those countries. The reason could be attributed to price instability and decrease in price between 2009 and 2022. Oil prices had remained below $100 per barrel and fluctuated between $67 and $94. Low oil prices can reduce the oil revenue of oil-producing countries and consequently reduce welfare programmes and packages. Directing oil revenue to none socio-economic programmes such as health, employment, political and deadweight projects and programmes can also contribute to the insignificant impact of oil prices on wellbeing.
For institutional quality, the outcome of this study is expected and in tandem with Henri (2019) who found governance quality to have improved happiness in 31 countries of Africa. Haung (2016) found in a total of 101 countries a positive and significant relationship between domestic quality and happiness in developed countries and insignificant relations in developing countries. The insignificance of institutional quality in the well-being of these countries could be attributed to the poor-quality institutions of the majority of the developing countries. Except for Canada, the USA and Norway, the rest of the 16 countries exhibit relatively low institutional quality. Institutional quality dimensions such as political stability and absence of violence, corruption control, and government ineffectiveness are detrimental to all policies and programmes that can guarantee quality of life. 
Our findings on gross domestic product per capita contravene theoretical expectations but align with Seun and Chijioke (2019). In both studies, increased gross domestic product negatively impacted happiness or well-being. Many oil-producing countries are oil and import-dependent. The 0.75 per cent decrease in well-being as income increased suggests that the GDP per capita did not trickle down to the people. It could also be that the income was eaten up by inflation and other harsh socio-economic conditions such as wars, insecurity and high cost of importation.



5. Conclusion

5. Conclusion and Policy Prescriptions
The UN 66/281 Declaration on Happiness prompted heads of governments and policy handlers to treat happiness or well-being as a measure of economic efficiency. Though several studies have been done on the subject, this current study deviates from previous ones. It captures oil-producing countries from Europe, America, Asia, Africa, the Middle East and South America estimating the simultaneous impact of oil price and institutional quality on well-being. It further conceptualized institutional quality as the average of all dimensions of governance indicators.  Key findings include (1) the positive impact of oil price and institutional qualities on the well-being of oil-producing countries in the long run and short run and (2) both oil price and institutional quality do not contain sufficient information to cause significant change in well-being. (3) GDPC is a decreasing function of well-being in both the long run and short analysis of oil-producing economies. (4) Well-being decrease is stronger in the long run than in the short run. This study concludes that oil price and institutional quality added insignificant value to well-being of oil-producing countries in both the long run and short run. People’s well-being decreased with an increase in gross domestic product per capita.
For oil prices to add significant value to the well-being of individuals, governments of oil-producing nations will have to appropriate oil revenue to wellbeing-enhancing programs and projects. A concerted effort should be made to provide adequate healthcare, freedom, good life, employment opportunities and social welfare packages to directly impact the people. The imperativeness of strong institutions in developing countries of oil nations is of the essence. For violent-free countries, government effectiveness, control of corruption, accountability, rule of law and regulatory quality should take preeminence. An appropriate mix and sufficient doses of these indicators is expected to ensure optimal welfare among the populace.
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