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How Does Leisure Affect Economic Growth?
Theoretical Analysis and Simulation of the
Relationship between Happiness
and Economic Efficiency
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Abstract: This paper constructs an endogenous growth model based on the
positive effects of leisure on happiness and economic efficiency. The results show
that long-term growth rate can be determined by leisure’s cross-period substitution
elasticity and marginal efficiency growth rate; the former characterizes the alterna-
tive or complementary relation between leisure and production and the latter sym-
bolizes the dynamic effect of leisure on efficiency. This paper also makes a numeri-
cal simulation of this conclusion. The simulation result shows that when leisure
has a negative effect on efficiency.the economy will eventually converge or drop in-
to a recession. Finally,based on the analysis of the effect of leisure on endogenous
growth under different conditions, this paper suggests that the efforts to encourage
residents to engage in leisure activities have an active and healthy connotation,
which are beneficial to the increase in economic efficiency and happiness and thus
lead to sustainable economic growth.

Key words: endogenous growth; leisure effect; happiness; economic ef-
ficiency (WiERmE F M
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