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ABSTRACT 

This paper explores the impact of unemployment on happiness based upon the responses of 

selected respondents of the study. Unemployment is a condition when all those individuals 

who are willing to work can’t find a job. It is usually measured in term of percentage of work 

force in the country without work and looking for job (Pigou, 1933)
1
. The ultimate goal of 

economic policy is to achieve full employment leading to prosperity. Unemployment has a 

cost, as it wastes valuable manpower, which further undermines output of an economy. To 

conduct a study a sample size of a total of 1205 individuals was selected according to the size 

of the population of the selected districts of Punjab. An average sample of 200 individuals 

was taken from each of the 6 districts, out of which 100 were taken from urban areas and 100 

from rural areas. An index of happiness has been calculated based on respondents' responses 

to rate their happiness levels. The relationship between happiness and employment status 

along with gender and place of living was analysed. The Association of unemployed people 

in crime, drugs and suicides also showed quite significant results. The results from the data 

collected from the state of Punjab, show that being unemployed puts a higher pressure not 

only on the state but also on the society’s well-being. The situation of unemployment has 

worsened in Punjab, reaching the highest rate of joblessness in last few years. 

INTRODUCTION 

Happiness is usually defined as how people experience and evaluate their lives as a whole 

(OECD, 2013)
2
. Since majority of time in life is spent at work, hence it becomes imperative 

to understand the role of employment and in particular workplace in shaping happiness of an 

individual. Employment not only ensures economic security but also results in happiness 

through income. The experience of unemployment is however the most significant cause of 

unhappiness (Chadi, 2014)
3
. Wolfers

4
 (2003) analysed the adverse effect of unemployment 

over happiness and found that  was 4.7 times more than that of inflation. The literature related 

to this aspect explains in detail the importance of employment for subjective well-being 

across world (WHR, 2017)
5
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On these assumptions, attempts have been made to quantify estimates of welfare cost of 

unemployment (Bruno, 2013)
6
. Unemployment not only has personal impact, but also leads 

to loss of valuable resources of the economy. Unemployment is represented as a form of 

underuse of work which has profound impact on society in many ways (Gorz, 1988
7
; Beck, 

2000
8
). Because of unemployment more problems are faced by governments as it erodes the 

funding base and public support expenditure (Espring Anderson, 1996)
9
.  

The word unemployment did not even exist until the beginning of 18
th

 century. The alternate 

terms used were poor, indigent beggars, as it referred to deprivation of basic need for survival 

(Castel, 1995)
10

. With industrial revolution and implementation of liberal laws, employer-

employee relationship was established and ending or breaking of this relationship came to be 

addressed as unemployment (Demaziere, 2006)
11

. After the great depression of 1929, 

measurement and reduction of unemployment became every government’s agenda. 

Therefore, in order to quantify unemployment certain questions are must: whether the 

individual has a job, if yes, then the person is to be categorised as employed, if not, then to 

find if the individual is looking for job. If not, then they are to be considered as inactive, 

retired, students, etc. and if yes, they are categorised as unemployed population (Freyssinet, 

1984)
12

.  

UNEMPLOYMENT AND HAPPINESS 

According to neoclassical economic theory, which emphasizes market equilibrium, 

unemployment is voluntary. They Assume that wages change flexibly to equilibrate the labor 

market, and people choose to be jobless rather than engage in low-wage work in order to 

pursue better positions through continual job search activities. If people choose to leave their 

jobs, voluntarily jobless persons should be happier than employed people as long as they do 

not work, or there should be no difference in the degree of happiness. If, on the contrary, 

employed individuals are happier than jobless people when income and other conditions 

remain unchanged, the neoclassical economics premise that people become willingly 

unemployed must be amended. Even if unemployment is expected to occur under conditions 

of downward wage rigidity, the unemployed should have a greater utility level than the 

employed. In other words, if persons with high incomes are unemployed and people with the 

same amount of income are employed, the utility level of the unemployed should be higher, 

as long as labor implies disutility. However, if being employed offers people with not only 
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monetary benefits but also a sense of happiness, in that case economic policies should be 

implemented accordingly
13

. 

DATA, SAMPLE & RESEARCH METHODOLOGY 

To conduct the study, primary data was collected in the form of questionnaires from the state 

of Punjab. The data was collected from 1205 respondents aged 18-60 years from 6 state 

districts. The mean age of the respondents was 32.2 years. The data were collected from these 

selected districts using a random sample approach. To create a sample, items were chosen 

from each stratum after the population had been separated into several sub-populations that 

were all more homogenous than the whole population. According to income levels and the 

industry in which they work, such as agriculture, industry, and services, the population was 

split into urban and rural, male and female. A sample size of a total of 1205 individuals was 

selected according to the size of the population of the selected districts. An average sample of 

200 individuals was taken from each of the 6 districts, out of which 100 were taken from 

urban areas and 100 from rural areas.  

An index of happiness has been calculated based on respondents' responses to rate their 

happiness levels in many areas, including well-being, life satisfaction, time usage, standard of 

living, etc., The results were then transformed into index scores, ranging from 0 to 10. A 

censored dependent variable has been provided since the happiness index ranges from 0-10. 

When there is left- or right-censoring in the dependent variable, the Tobit model, also known 

as a censored regression model The data collected with the help of the questionnaire allows 

us to calculate the relationship between having a job and happiness and an association 

between the quality of a job and happiness. Descriptive statistics of responses for this are 

presented in Table 1 below: 

Table 1 Descriptive Analysis of job satisfaction 

Variables Frequency Percent 

Employment Status 

Unemployed                       359 30 

Employed 846 70 
 

2.1 Subjective well-being and employment status  

Unemployment is connected with poorer levels of well-being in both cross-sectional and 

panel data. This discovery was an early mainstay of psychology (Jahoda, 1982)
i
, and has 

repeatedly appeared in the economic literature. Scholars suggest that unemployment lowers 

people’s happiness in two ways. Firstly, in a direct effect, the truly unemployed have a lower 

sense of happiness. Secondly, in an indirect effect, a high unemployment rate makes 

individuals apprehensive and stressed because they are at risk of being fired in the future (Di 

Tella et. al., 2003)
ii
. The general belief of available literature on happiness is that 

employment adds to income and capacity to consume in the market, thereby leading to higher 

happiness levels. Primary data relating the happiness index to employment status is presented 

in Fig 1 
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Fig. 1: Relation of happiness and employment 

Figure shows that, on average, employed people are happier than unemployed. The happiness 

index from 0-10 depicts higher average happiness of employed people compared to the 

unemployed. It is because being employed, leads to better economic and social status. 

2.2 Subjective well-being and employment status by gender  

Literature indicates that unemployment has a devastating effect on happiness for both 

genders, but the impact of being unemployed is felt more strongly by males than females
iii

. 

Females working only part-time experience a lesser fall in happiness index than males. 

Gender inequality in job prospects, work-life imbalance, the gender wage gap, and the 

existence of the glass ceiling are workplace realities that generate failures that can lower 

women's satisfaction at work and impair organizational happiness
iv

.  Among gender equality 

indices, a low rate of female non-agricultural work is related to higher female happiness
v
. 

Based on primary data, the average level of happiness of male and female respondents is 

presented in Fig. 2. 

    

Fig.2: Gender-wise relation of happiness and employment status 

Figure 2 above depicts that being employed, on average, has a higher happiness level for both 

males and females. Employed males show a higher average happiness level as compared to 

females. However, unemployment has an adverse impact on male’s happiness as 

unemployment significantly lowers the average happiness level of males compared to their 

female counterparts.  

2.3 Subjective well-being and employment concerning region  

The average level of happiness of people in urban and rural areas is represented in Fig.3. 

Similar results are obtained for an average level of happiness derived from employment for 

both rural and urban areas. Employed people are generally happier, and the region of work is 

insignificant. But World Happiness Report 2020
vi

, established that relatively more singles, 

migrants, and higher cost of living found in urban areas reduce people's happiness level. 
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Fig. 3 Area-wise relation between happiness and employment status 

Fig. 3 above shows that, on average, employed are happier than unemployed on the happiness 

Index, irrespective of whether they belong to urban or rural areas. But when we compare the 

average employed happiness level in rural areas with urban, it can be seen that rural average 

employed happiness is higher than urban. Previous chapters show similar results of variation 

of happiness with development. Development lowers the happiness level. 

It has been seen that being employed has larger effect on happiness and being unemployed 

leads to larger disutility. So, in order to formulate monetary compensation policies for 

unemployed, it becomes important to understand unemployment, length of unemployment 

and social cost of unemployment. 

LENGTH OF UNEMPLOYMENT 

Being employed and having decent work always add to one’s overall well-being. On the 

contrary unemployment lowers happiness, but length unemployment also plays a role. 

Rowley (1987)
14

, studied the effect of length of unemployment in South Australia. It was 

found that unemployed men show more psychological stress, less time structure, more 

financial strain and low self-esteem. So, they depicted a lower level of well-being. Similarly 

Sojo (2011)
15

, analysed sample of 328 unemployed individuals of Venezuela. He found that 

unemployed people were more stressed, showed depression symptoms and have lower level 

of well-being due to length of unemployment. While comparing the young unemployed on a 

range of psychological and demographic factors Broomhall (1990), found that they displayed 

poorer mental health and less life satisfaction. But he suggested that social support was most 

suitable way to balance well-being of unemployed people. So, community support 

programmes can help. However, Winkelmann (2014),using time series data reveals that 

happiness does fall substantially at the time of unemployment, however, it recovers  after 

some time but never regains its former level of happiness
16

. But, if individuals adapt 

themselves to unemployment, happiness should increase over time and being jobless should 
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be less painful. Evidence on length of unemployment in theory shows that it does not impact 

well-being
17

.  

But if look at the literature of cross sectional studies, they reveal a significant negative 

relationship between length of unemployment and well-being. 

To further study this relationship, length of unemployment with happiness ladder and 

happiness index has been correlated (Table 5.5).  

Table 2: Correlation between length of unemployment and happiness 

Correlation Happiness Index 

Length of Unemployment -0.60* 

Sign 0.039 
 

The above table 2 shows correlation results of unemployed years with happiness. It has been 

analysed that duration of unemployment and happiness Index r have significant negative 

relationship. Depicting that as the length of unemployment increases it has substantial 

negative effect on happiness which is same as the literature. However, when analysing it with 

happiness ladder the results are insignificant. 

Unemployment apart from lowering the well-being, also leads to certain secondary effects. 

The absence of health benefits, severe stress, erosion of social network, increased drug abuse, 

poor nutrition, depression which can lead to suicidal thoughts and also increased involvement 

in criminal activities  (Reigle,1982)
18

.  

UNEMPLOYMENT AND CRIMINAL ACTIVITIES 

Unemployment not only affect individual’s well-being but also impacts society’s well-being. 

Being unemployed may induce criminal activities. Witte and Tauchen (1994)
19

, on 

conceptualising criminal behaviour found that, as being unemployed reduces income and 

potential earnings increases the chances of getting involved in illegal activities. Decline in 

income reduces consumption of durable consumer goods, thus, criminal activities become 

lucrative
20

. For survival in the economy, unemployment propels people towards criminal 

behaviour
21

. Raghael (2001) analysed the relationship between unemployment and criminal 

activities for US and found that unemployment has positive effects on property crime. 

However, in 1990’s when  unemployment rate came down, crime rate also reduced in USA
22

. 

Similar results were seen by Edmark (2005), when he studied crime rate and unemployment 

for Swedish countries and found that unemployment has positive effect on crimes such as car 

theft, bike theft and burglary
23

. Fougère,(2009) also studied the effect of unemployment on 
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violent crimes for France. In his cross sectional study, it was found that unemployment and 

crime rate are positively related. They also concluded that youth unemployment leads to 

larger inducement to crime
24

. The above literature shows that unemployed people have a 

higher tendency to crime and society with high unemployment rate has higher crime rate
25

. 

The relationship between crime and unemployment is found to be strong in cross sectional 

studies (Chiricos 1987)
26

. 

Looking at the correlation between Happiness and involvement in criminal activities of 

unemployed individual, the value is -.262 significant at 1% level of significance. It implies 

that being unemployed has a lower tendency of happiness and higher involvement in criminal 

activities and the relationship between employment and criminal activities is also negative 

and significant. (Table 5.6). 

UNEMPLOYMENT AND SUICIDAL BEHAVIOUR 

Being unemployed is associated with higher risk of dying by suicide, as compared to 

employed (Blakely, 2003)
27

 and risk of attempted suicide (Ostamo & Lonngnist, 2001)
28

. In 

the wake of recession in 2007 Reeves, 2012 reported that suicide rate increased by 0.99% 

when unemployment rate increases 1%
29

. Similar results were seen by European study by 

Stuckler, (2009)
30

. It has been seen that labour force status is a strong predictor of suicide 

rates. The prime reason for such relationship is discontentment, stress and mental illness. Not 

only time series studies but cross sectional data also reveals the same results (Chang. 2013)
 31

 

Unemployment increases the amount of people who have higher tendency to commit suicide 

(Oswald, 1997
32

). Cross sectional studies reveal that relationship between suicides and 

unemployment is more as compared to general employed population.
33

. during the covid-19 

pandemic, a substantial increase in unemployment raises a concern over well-being and 

possible increase in suicide rates. Looking at the correlation between happiness and suicidal 

tendencies of unemployed individual. Table 5.6 shows that the relationship between suicides 

and happiness is negative, indicating that being unemployed increases the risk of suicidal 
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attempt and vice versa being employed reduces suicidal tendencies. The relationship is 

significant at 5% level of significance. the relationship between employment and suicidal 

behaviour is also negatively significant implying employed people have less suicidal 

tendencies. 

UNEMPLOYMENT AND DRUG ADDICTION 

The stress caused by losing a job or being unemployed can be a driving force towards drug 

addiction.  In a study conducted by Henkel, 2011, it was found that unemployed people are 

more inclined towards alcohol abuse, smoking, etc. Alcohol consumption is more among 

unemployed and consumption of problematic substance also reduces the chances of being 

employed. The consumption of drugs even impacts the health of individuals
34

. Lee (2015) 

also found that unemployment is related with young adult’s heavy consumption of alcohol 

and cigrattes
35

. However, Ayllon sara (2017) analysed that 1% increase in unemployment at 

regional level leads to 0.68% young people to consume drug substances
36

. 

Table 5.6 shows significant negative relationship between drug consumption and happiness in 

cross sectional data of unemployed people from the state of Punjab. But the relationship 

between employment and drugs is insignificant. 

Table 3: Correlation between Happiness, criminal activities, suicide and drug 

consumption of unemployed individuals 

Correlation Happiness(Unemployed) Employment 

criminal activities -0.262** -0.217** 

attempted suicide -0.407* -0.052* 

Drugs Involvement -0.253** -0.032 
 

To further assess cause and effect relationship between happiness (dependent variable) and 

for unemployed individual’s parameters as independent variable. tobit model has also been 

evaluated. 

Happiness Index of unemployed =f(length of unemployment, crime, suicide, drugs) 

Table  4  Tobit Results of unemployed respondents 

  Estimate Std. Error T-value Sign 

Pseudo R 

square 

Intercept 6.744 0.154 43.733 0.000** 0.038 

length of unemployment 0.076 0.0867 0.878 0.379 

Drugs -1.145 0.344 -3.331 0.000** 

Crime -0.65542 0.36 -1.82 0.068 

Suicide -2.323 0.361 -6.427 0.000** 
 

Happiness Index of unemployed = 6.774+ 0.076 length of unemployment -1.145 drugs -

0.65542 crime -2.323 suicide 
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Table 4 above shows that length of unemployment doesn’t significantly affect happiness of 

unemployed individuals. Association of unemployed people in crime, drugs and suicides as 

seen in the above results is quite significant. Unemployed individual’s happiness gets reduced 

by higher suicidal tendencies as the coefficient value is -2.323 and significant followed by 

involvement in drugs -1.145 and marginally by the involvement in crime as well.   

Unemployment, in addition to reducing well-being, has a number of unintended 

consequences. Absence of health benefits, severe stress, social network degradation, 

increased drug misuse, poor diet, sadness that can lead to suicidal thoughts, and increased 

involvement in criminal activities as seen in the above results.  

So, from the above cross sectional data collected from different districts of Punjab, it can be 

analysed that it is not just the employment but also the quality of work that affects one's well-

being. To ensure greater job quality, SDG Report (2018) objective number 8 aspires to be 

sustainable, inclusive, and to provide full and productive employment as well as decent work 

for employees worldwide.  

EMPLOYMENT CONDITIONS IN STATE OF PUNJAB 

The above results from the data collected from the state of Punjab, show that being 

unemployed puts a higher pressure not only on the state but also on the society’s well-being. 

The situation of unemployment has worsened in Punjab, reaching the highest rate of 

joblessness 9.2%
37

. While at national level the scenario of unemployment is easing, but 

Punjab shows a serious setback on employment. As per periodic labour force survey report 

Quarterly Bulletin [January – March 2023], percentage of the urban unemployed has climbed 

to 9% in March 2023 from 8.2% in Dec 2022
38

. It is all the more important for government to 

create more jobs for economic well-being of the people and also provide quality of jobs for 

social welfare. From the above results it can be concluded that government policy will play a 

crucial role in metigating unemployment and its effect on society.  

CONCLUSION 

In 2017, the economic advisory council chalked out a clear road map for stepping up skill 

development, job creation and enhancing resource investment. Linking economic growth 

indicators with social indicators and evolving a design for tracking economy needs to be 

stressed upon. An appropriate joint strategy involving both public and private sector must be 

considered in order to tackle both rural as well as urban unemployment.   

Government policies can play an important role in generating more employment and 

protecting people from the damaging effects of unemployment.  With the introduction of new 

economic policy, India initiated the programme of technological upgradation leading to 

capital intensive technologies.  In India, faster economic growth would only be relevant if it 

is job oriented and that too in secondary or tertiary sector as primary sector employed people 

are less happy. Jobless growth will not only lead to economic and social tensions but will also 

impact well-being of the individuals
39

.  

It is evident from the results above that employment is very important for happiness. 

Concerning happiness, it is advisable to promote initiatives that keep people occupied and 

motivated. Volunteer action and social entrepreneurship is recommended as has been 
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observed in the study that self-employed people are happier. Policies should be geared 

towards quantity as well as quality of jobs to support well-being in of the people of Punjab. 

Higher paying jobs, acquiring higher job satisfaction, not working in labour intensive 

technique enhances well-being. Creating more employment against vacancies in Punjab 

should be the focus as, after self-employed, people in public sector are happier as compared 

to private sector. 

Successful jobless assistance initiatives must address the negative consequences of 

unemployment on emotions of life satisfaction. It not only has economic effects but it 

adversely affects the society as well. As seen in the chapter, unemployed people are more 

associated with criminal activities, drug abuse and suicides. Hence, ensuring that the 

unemployed get work does more for their happiness than compensating them through welfare 

alone. 

The aim of achieving SDG 8 by 2030 seems to be very challenging. Substantial work is to be 

done in the state to reach anywhere close to the target. Unemployment can be tackled by 

providing education, skill development or training to workforce
40

. The labour force engaged 

in economic activities in Punjab is 40.6%. The labour force participation rate in Punjab is 

higher than that of national level. Bulk of workforce is working in tertiary sector (38.46), 

followed by secondary sector (36) and least in agriculture sector (25.54)
41

 and engaging this 

workforce productively for growth and well-being is the main challenge for the state. Rural 

women employment is one of the most significant casualties of this growth policy. Rural 

women in Punjab, have borne the burden of contemporary economic policies. Gender norms 

prevent women from traveling outside of their villages for work. Growth strategies focused 

mainly on urban areas, have not only resulted in poor employment outcomes for these 

women, but have also kept a huge portion of the workforce out of productive employment. 

Economic policy must focus on establishing infrastructure and enterprises, particularly those 

that can employ women, in order to provide jobs in rural areas. Such a policy would not only 

increase rural employment prospects, but will also result in speedier growth and recovery
42

. 

Another challenge which the state is facing is the youth going abroad in search of jobs, filing 

applications with various embassies, and preparing for IELTS. It clearly shows the younger 

generation is disheartened with the existing conditions. Disillusionment has reached a 

pinnacle in Punjab whereby youths are so disillusioned with the whole system that they do 

not report unemployment or get registered with the employment exchanges
43

. District Moga 

is noted for being the homeland for a high proportion of Indian Punjabi expatriates and their 

descendants who emigrated abroad
44

. It has highest literacy rate as well as highest 

discontentment with life as Malwa region records the highest suicidal rate in Punjab
45

. 
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Unemployment also leads to more criminal activities and drug abuse, as analysed above. 

Punjab recorded a crime rate of 32.8 per cent (per lakh population) in 2021, the highest in the 

country. As per the NCRB report 2021, the projected population of Punjab was 304.04 lakh 

in 2021 and there were 9,972 cases of NDPS Act reported in the state
46

. Ludhiana district 

shows highest unemployment rate as per statistical abstract of 2020
47

 and also reported 

highest crime rate as per NCRB report 2021. Ludhiana has been found to the ‘most unsafe’ 

district of Punjab. It is not only the crime rate, Ludhiana is also called as the drug capital of 

Punjab
48

. Unemployment not only affects the individuals but also poses negative impact on 

the society.  

Hence, policies must target those who are not happy and disheartened with the conditions. 

Unemployment depletes mental resources, leading to adverse decision making. Formulating 

policies for inclusive growth must ensure economic well-being of the individuals and 

providing quality jobs must be the main focus for the state of Punjab. 
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