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ABSTRACT 
 
The past research claims that poverty has a broad negative impact on happiness of individuals. 
The money doesn’t make you happier, but lack of money makes you sadder. It has been observed 
that the poor are more likely than the affluent to be exposed to stressful life events, such as 
unemployment, illness and victimization etc. Poverty is not only economic limitations of people, 
it also encompasses the dissatisfaction of psychological and psychosocial needs, which if met, 
would elevate well-being of individuals. This paper uses inductive approach to understand the 
economics of happiness and a feeling of powerlessness in poverty-stricken population and 
attempts to uncover how poverty leads to a lack of happiness. 
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Happiness is an end that all of us seek through various means. Many scholars have argued that 
the happiness is the ultimate goal of human action. For instance, Aristotle, in his book, Ethics, 
identified happiness as the chief and final good. The concept of happiness has been a subject of 
interest to social science researchers lately. Everybody in life desires happiness and this could 
come as a result of many factors including some socio-economic factors. Rich and poor alike 
strive for happiness. Happiness studies reveal that the individuals’ increased income does not 
automatically lead to greater happiness. But being poor certainly decreases one’s chance of being 
happy. The term happiness is sometimes used interchangeably with the term subjective well-
being in literature. The concept of subjective well-being or happiness comprises of how people 
evaluate their lives, short term as well as long term. These evaluations include their emotional 
reactions to events, their moods, and also the judgments about their life satisfaction, marital 
relationship satisfaction and job-satisfaction etc. (Diener et al. 1993). There are two distinct 
perspectives that revolve around two distinct philosophies while attempting to define happiness 
and well being. The first of these is labelled as hedonism and asserts that well-being consists of 
pleasure or happiness. The second view asserts that well-being consists of more than just 
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happiness. It lies instead in the actualization of human potentials This latter view has been 
termed as eudaimonism (Waterman 1993). It consists of the belief that well-being means 
fulfilling or realizing one’s daemon or true nature. The Hedonism view states that the goal of life 
is to experience the maximum amount of pleasure. The Eudaimonism view on the contrary 
argues that true happiness is found in the expression of virtue—that is, in doing what is worth 
doing. Eudaimonic theory maintains that not all desires and not all their outcomes that an 
individual values would yield well-being when achieved. Some outcomes might not be good for 
people and might not promote wellness even though they are pleasurable. 
 
Poverty is defined as a state characterized by ill-being and a lack of resources, inferior to wealth 
which is regarded as a state of abundance and well-being. The World Health Organization has 
described poverty as the greatest cause of suffering on earth. In Bridging the Gaps, the World 
Health Organization (1995) states, ‘The world’s most ruthless killer and the greatest cause of 
suffering on earth is extreme poverty.’ This statement reveals how important poverty as a 
variable is in adversely affecting the health. Poverty is a multidimensional phenomenon, 
consisting of an inability to satisfy basic needs, lack of control over resources (powerlessness), 
poor health and a lack of education in addition to lack of many basic amenities of life. Poverty 
can have alienating and distressing effects on the individuals and of particular concern are the 
direct and indirect effects of poverty on are the emotional, behavioural and psychological 
problems in the affected individuals. Poverty has wide ranging negative consequences for quality 
of life. The poor are more likely than the well off to be exposed to stressful life events like 
unemployment and illness. Happiness varies directly with one’s own income and inversely with 
the incomes of others. Karl Marx put it this way: ‘A house may be large or small; as long as the 
surrounding houses are equally small it satisfies all social demands for a dwelling. But if a palace 
rises beside the little house, the little house shrinks into a hut’ (as quoted in Lipset, 1960, p. 63). 
The defining experiences of the poor involve limited choices, an inability to make themselves 
heard, less or no control over what happens to them (powerlessness). Powerlessness is born from 
multiple, interlocking social and economic disadvantages, which, while operating together in 
combination with each other, make it difficult for the poor to escape poverty. 
 
REVIEW OF LITERATURE 
Researchers have studied whether high income individuals are happier and reported a correlation 
between higher income and greater happiness (Clark, 2008). The poor have to live with chronic 
strains such as economic hardship, frustrated aspirations and job-dissatisfaction (Kessler 1979; 
Liem and Liem 1978; Ross and Huber 1985; Williams 1990). These experiences are not only 
upsetting but they are also likely to lower individual's self-esteem and diminish their sense of 
control over life leading to a feeling of powerlessness (Pearlin et al., 1981; Mirowsky and Ross 
1989). The poor also appear to have relatively fewer social resources to draw on, smaller social 
networks, less organizational involvement, and less frequent contact with friends and family as 
compared to the people with high income (Cochran et al., 1990; d'Abbs, 1982; Fischer, 1982; 
House et al., 1988). This is so may be because economically deprived people lack the economic 
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resources to maintain extended social networks. Low socioeconomic status (SES) people find 
their social relationships less useful in coping with daily stressful life events than high SES 
individuals (House et al., 1988; Liem and Liem, 1978). Poverty is also linked with lower social 
support from immediate family members: poor marital relations, high risk of divorce, and 
general dissatisfaction with family life (Conger et al.,1990; Lewis and Spanier, 1979; Voydanoff 
and Donnelly, 1988). 
 
As research reveals that poverty is associated with stress, chronic strains, low social support, and 
difficult marital relationships, it is not surprising that the poor also have a comparatively low 
level of psychological well-being. Dohrenwend and Dohrenwend (1974) and Haring et al. (1984) 
indicate that low SES correlates with with high rates of depression, mental illness, and low 
psychological well-being. Deprivation and abject poverty are found to be detrimental to 
happiness. The behavioral economics literature reveals that people value losses 
disproportionately to gains (Kahneman et al.,1999). Recent studies conducted at Michigan State  
University and University of British Columbia revealed that higher income is associated with 
experiencing less daily sadness, but has no bearing on daily happiness (Kushlev et al., 2015). 
 
Some researchers obtained cross-section data on multiple countries. They based their results on 
comparisons. The results obtained indicated a much lower correlation between income and 
subjective wellbeing within a country as compared to between countries (Diener et al., 1999). 
There are researches that provide evidence that countries with higher income have higher 
average levels of well-being (Diener et al., 1995) revealing that individuals in richer countries, as 
well as richer individuals in one country, are slightly happier. The idea that happiness is caused 
by wealth is a fundamental belief in capitalistic societies (Martial,2006). Myriads of studies 
confirm that in poorer countries, income does act as a predictor of well being (Diener, 2009). 
 
Other studies by some other researchers such as Achor (2010), Diener (2009), Maital (2006), and 
King (2006), are a part of the new research that supports the idea that happiness causes greater 
wealth. It is also noticed that one single factor may not be the one influencing the happiness in its 
entirety (Ebrahim et al. 2013; Diener and Selicman 2006; Møller and Radloff 2010; Tella and 
MacCulloch 2008; Van Boven, 2005; Buchanan and Csikszentmihalyi 1991; Lynn and Steel 
2006). Many researchers have tried to understand the individual relationships between various 
demographic, sociological, psychological, and behavioral characteristics and self-assessments of 
happiness (Borrero et al. 2013). Different scholars have documented that income, education, 
marriage, health, employment, social participation, and positive feelings, all are directly 
correlated with happiness (Borrero et al. 2013; Clark, 2003; Frey and Stutzer, 2002; Di Tella et 
al., 1999; Ravallion and Lokshin 2001; Shin and Johnson 1978; Blanchflower and Oswald 2000; 
Easterlin 1974, 1995, 2001). 
 
The studies also reveal that absolute and relative incomes are not the only economic 
determinants of happiness. Unemployment is also found to reduce happiness in the individuals 
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(Clark and Oswald, 1994; Winkelmann and Winkelmann, 1998). Another index of economic 
insecurity is inflation. The countries with higher inflation display lower level of happiness (Di 
Tella et al., 2001). Furthermore, subjective well-being is influenced by many factors that are 
non-economic, such as age, sex, marital status, health status, education, religiosity etc. 
(Helliwell, 2002). 
               
THE EASTERLIN PARADOX 
Richard Easterlin was the first modern economist to examine the relationship between 
individual’s assessment of happiness and his income (Hernandez-Murillo, 2010). Surveying 19 
countries, Easterlin found out that within a country people with higher income reported being 
happier (also observed by Oswald, 1997; Diener et al., 2003). But the studies conducted across 
countries and over time have found very little, if any, relationship between increases in per capita 
income and average happiness levels of people. On average, wealthier countries (as a group) are 
found to be happier than poor ones (as a group). In these studies happiness appears to rise with 
income up to a point, but not beyond it. Yet even among the poorer and less happier countries, 
there is not a clear relationship between average income and average happiness levels, which 
suggests that many other factors might be at play. Easterlin’s findings are a major breakthrough 
in happiness economics. Happiness Economics is an approach combining the techniques used by 
economists with those used by psychologists in assessing welfare. The surveys of the reported 
well-being of individuals across countries and continents are collected. The economics of 
happiness does not attempt to replace income-based assessment of welfare, instead to 
complement it with broader measures of well-being of individuals.  
 
CONCLUSION 
It can be concluded that richer individuals in the same country are only (if at all) slightly happier 
than their less advantaged poor co-citizens. The economic growth in many developed countries 
has not led to happier individuals. On the other hand, a high income allows people in modern 
societies to indulge in luxurious leisure activities, make purchase of the latest technological 
goods, and buy expensive cars and houses. The majority of individuals express explicit interest 
in obtaining a higher income level, signaling that leading a luxurious life is the ultimate goal for 
them. Those who are below poverty line or slightly above it, are grappling with the deprivation. 
The question arises, how can we address the relationship between poverty, powerlessness and 
happiness? To do this, we must work along with the communities to analyze and address the root 
causes of the poverty, deprivation and injustice which define the lives of the deprived lot of 
society. All government policies likely to have a direct or indirect effect on poor people should 
be evaluated in terms of their impact on these people. These policies should be formulated in 
such a way that by favouring those who are less well-off, such inequalities should be reduced 
from the society. The above findings challenge all those committed to working for poverty 
reduction. The realities of poor people's lives must inform policymaking at macro as well as 
micro levels.  
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