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ABSTRACT 

 
In this challenges world, where Covid-19 pandemic impacts on our financial, economics and 

social, the effectiveness of human resource in organization is essential to increase the 

productivity and effectiveness of performance. It is undeniable that the changes and 

challenges are arising due to the pandemic, both in organization and personal life. 

Psychological capital is the factor to ensure employees are happy and satisfied with their 

work. Positive psychological capital can lead to employee happiness hence to increase 

productivity. This study addresses the relationship between psychological capital and 

employee happiness in public sector. To be more specific, this study will be investigate the 

impact of psychological capital toward employees happiness. Psychological capital defined 

as a positive situation for personal development with the features of self-reliance while 

dealing with challenges and difficulty (self-efficacy), positive expectation for the future 

success (optimism), being full of determination (hope) and accomplishment in spite of 

obstacles (resilience). Respondents were 60 employees from public sector in Kuching, 

Sarawak. The findings of this study will redefined whether psychological capital have 

positive relationship with employees happiness or not. 

Keywords: Psychological capital, employee happiness, public sectors 
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CHAPTER 1 
 

1.0 Introduction 

 

In the world of work, organization’s success in achieving their goals depends on the 

psychological and physical interests of employees’ assets. Most organizations struggle to 

maintain their talented and motivated staff wherein they focus on their development while 

also increasing organizational performance. Employees possess a characteristics that known 

as personal resources, which contribute to the productivity of employees at workplace. These 

personal resources are such as personality, age, nature, self-efficacy, trust, positive thinking 

and flexibility (Anwar and Wardani, 2019). These typical personal resources is in 

Psychological Capital (PsyCap). Positive psychological capital can assist individuals in 

flourishing and thriving at work, resulting in happiness. According to Avey, Luthans, Smith 

and Palmer (2010), PsyCap can increase the potential values of employees in various ways 

such as taking a different perspective, appreciating situation and changes more positively, 

being able to take chances, being able to adapt or adjust, and being able to improve their 

welfare. According to Avey et al. (2011), psychological capital is linked to performance. The 

more positive the employee, the more confidence they deal with the problems that arise in the 

workplace which lead in increasing employee productive, performance outcomes, including 

happiness. 

In this 21th century, most employees spend their lives at work to support their 

financial. It is important to ensure employees’ mental and physical health is stable. Hence, it  

can increase their productivity at work. Happiness at workplace is the main aspect to increase 

employee productivity. Usually happy employees are more productive compared to unhappy 

employees. Employees that feel happy can be a cheerful person, can balanced work 

challenges and abilities, concentrated on errands, fascinated by works and are able to 

encourage positive feelings (Csikszentmihalyi, 2005; Kagaari & Munene, 2007; 

Lyubomirsky & Sheldon, 2012; Seligman, 2004). Happy employees basically can maintain 

their work-life balance. They may influence other colleagues where they can transform 

intense work environment into a cheerful and happy environment. Previous research on 

PsyCap and happiness at workplace have been distinguished within the writings (Luthans & 

Avolio, 2009; Lyubomirsky & Sheldon, 2012; Seligman, 2011). In spite of the fact that there 

are numerous considers of happiness at workplace, only a few of these research looked into 

the psychological capital among public sector employees. In this case, this study will 
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investigate the relationship between psychological capital and happiness among public sector 

employees. 

1.1 Background of study 

 

Positive psychology research was presented at the end of 1990’s with the assistance of 

Prof. M. Seligman and his colleagues conducted the study within the organizational behavior 

field. Positive organizational behaviour (POB) has been implemented in organization via 

positive lens to understand human functioning better. POB refers to the application of 

emphatically arranged human asset qualities and the capacities of psychological that led to 

organizational results, such as employees attitude, behaviors, and execution (Luthans and 

Youssef, 2007). PsyCap may be a center build of POB. It impact positively on attitudes and 

behaviour at work, work fulfillment, organizational commitment, intention to turnover, 

truancy, and work performance (Avey at al., 2009). As expressed by Luthans et al. (2007), 

PsyCap is emphasized as “an individual’s positive psychological state of development 

characterized by: having confidence (self-efficacy) in one’s ability to put on and put in the 

necessary effort to succeed at challenging tasks; making a positive attribution (optimism) 

about succeeding now and in the future; persevering toward goals and redirecting paths to 

goals (hope) in order to succeed; and when beset by problems and adversity, sustaining and 

bouncing back and even beyond (resilience) to attain success”. PsyCap has four dimensions 

that are hope, optimism, self-efficacy and resilience. These dimensions have a positive 

relationships with happiness at workplace. 

According to Luthans and Avolio (2009), self-efficacy have a positive affect on 

happiness at workplace. Optimist employees are linked to sustainable happiness at workplace 

(Kahn, 1992). In the mean time, hope and resiliency have been discovered to be linked with 

employees’ happiness at workplace (Malik, 2013) and their reliance on the organization they 

worked with (Kahn, 1992). This shows that all of the dimensions have positive significant 

relationship with happiness. Research by Choi and Lee (2013) has examined the correlation 

of psychological capital in predicting employees outcome while controlling over personality 

traits. As concluded, PsyCap is related to employees performance, happiness at work and 

turnover intention, indeed after controlling the Big Five characteristics identity. 

Happiness is interpreted as a condition where individuals are in a well-being 

condition. It is the feeling of being happy or satisfied with life, there is awareness of not to 

regret about things that have happened, awareness that life is meaningful, hopeful and 
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enjoyable, full of love, full of joy, even that individual think that he is a free person who is 

able to control his actions, words, and even thoughts (Yunita, 2019). Happiness is considered 

as an important factors in performance as it can provides several positive benefits, not only 

for that individual itself but also for those whom they meet. If employees are happy in 

workplace, employees productivity will increase. Thus, it lead to better performance. 

Happiness is not easy to achieve, because it itself is achieved not only due to the fulfillment 

of material needs and sexual needs, psychological or the fulfillment of physical needs. It need 

factors from within that individual itself. Joo et al., (2017) had investigated the cognitive 

behavior of employee for work happiness in South Korean nations. The result indicated a 

31% variance for cognitive engagement while happiness at work is 50% variance. Mathe et 

al., (2017) reported that with the intervention of customer’s satisfaction and service quality, 

the psychological capital causes to increase the happiness at work. Hence, this study is to 

examine whether psychological capital has impact on employee happiness. 

PsyCap is an approach that can optimize the potential of an individual and motivate 

them doing their job. Hence, it can increase organizational performance. Employees’ PsyCap  

could lead to favourable work-related states of mind and behaviour, as a result of which 

organizational outcomes are produced. PsyCap must be viewed not only as a valuable 

component for improving performance, but also as an essential psychological capital for 

human life. Previous research emphasized happier individual tends to have superior physical 

and mental well-being, live longer, perform better, can adapt better with upsetting occasions, 

have more positive work environment connections and more fulfilled with their job (Boehm 

et al., 2008; Connoly et al., 2000; Lyubomirsky et al., 2005; Wood et al., 2010). People that 

experienced success at work have a positive sense of pride and a desire to increase their level 

of happiness (Baranik and Eby, 2016). Previous study shows that self-determination theory 

supports that happiness of employees are experienced when objectives are accomplished or 

needs are fulfilled. Different components of total rewards such as employee pay, significance 

at work, learning and development opportunities have been linked to happiness within 

happiness literature (Rego and Pina E Cunha, 2009; Oishi, et al., 2011; Golparvar and 

Abedini, 2014). In addition, positive mental field had considered the require interest of 

representative joy and improvements issues in entrepreneurial settings. Past research 

discovered that happiness play a important role in altering the strength of the relationship 

between engagement and employee turnover. 
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1.2 Statement of Problem 

 
The relationship between PsyCap and happiness have been studied in past researches 

among early adult women who have multiple roles, among nurses and among management 

students (Yunita, 2019; Ayyub, 2020; Ali et al., 2021). In my study, I will identify the 

relationship between PsyCap and employee happiness in public sector, consist of both male 

and female employees. By doing so, it help to increase and stabilized data of the study. 

Moreover, there are many researches that related PsyCap with employees’ perceived 

performance, job satisfaction, turnover intention and well-being (Choi & Lee, 2013; Avey, 

Luthans, Smith and Palmer, 2010; Culbertson et al., 2010). Since there is little study on 

PsyCap and happiness, my study will investigate the relationship between PsyCap and 

employee happiness as the organizational outcome. Apart from that, fewer research on 

psychological capital and happiness have been conducted in Malaysia. Most research are 

conducted in Western and other Asian countries. 

Moreover, past studies also shown that rewards have the significant affect on 

employees’ happiness at work. Finding by Latukha (2016) emphasized that there is few 

observational prove on happiness at workplace as the result of total rewards components in 

new Indian ventures. According to Omar and Noordin (2015), employees in Western nations 

feel happy with their interesting job, meanwhile employees in Indian feel happy when getting 

a secure job. In my study, PsyCap is the factor that cause to employee happiness. 



13  

1.3 Research objectives 

 
1.3.1 General objective 

 

The purpose of this study is to identify the relationship between psychological capital 

(PsyCap) and employee happiness in public sector. 

1.3.2 Specific objective 

 

i. To determine the relationship between PsyCap (hope) and employee happiness. 

 
ii. To determine the relationship between PsyCap (optimism) and employee happiness. 

 
iii. To determine the relationship between PsyCap (self-efficacy) and employee happiness. 

 
iv. To determine the relationship between PsyCap (resilience) and employee happiness. 

 

 
 

1.4 Research hypotheses 

 
Ho1: There is a significant relationship between PsyCap (hope) and employee happiness. 

 
Ho2: There is a significant relationship between PsyCap (optimism) and employee 

happiness. 

Ho3: There is a significant relationship between PsyCap (self-efficacy) and employee 

happiness. 

Ho4: There is a significant relationship between PsyCap (resilience) and employee 

happiness. 
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1.5 Conceptual framework 

 
The conceptual framework comprised of independent variables and dependent 

variables. Independent variables included hope, self-efficacy, optimism and resilience 

meanwhile dependent variables is happiness. 

 

Independent variables Dependent variables 

Psychological Capital 

 
 Hope 

 
 Optimism 

 
 Self-efficacy 

 
 Resilience 

 

 

 
 

 Happiness 

 
 

1.6 Significant of Study 

 
This study is conducted to determine the relationship between psychological capital 

and happiness of employees in public sector. There are four components of PsyCap; hope; 

optimism; self-efficacy, and resilience. This study aimed to identify either these four 

components impact on employees happiness at work. Hence, this study explore more detailed 

on happiness among employees in public sector. Moreover, this study emphasized a better 

understanding of psychological capital that effect happiness. 
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1.7 Definition of Terms 

 
1.7.1 Psychological Capital 

 
Conceptual definition 

 

According to Luthans, Youssef and Avolio (2007), Psychological capital is 

characterized as an individual’s positive psychological state of development that 

characterized by: having confidence (self-efficacy) to require on and put in the necessary 

effort to succeed at challenging tasks; making a positive attribution (optimism) about 

succeeding presently and within the future; persisting toward goals and, when necessary, 

redirecting paths to goals (hope) in order to succeed; and when plague by issues and 

adversity, sustaining and bouncing back and indeed past (resilience) to attain success. These 

dimensions of PsyCap can optimize the potential of an individual that lead to better 

organizational performance. 

Operational definition 
 

In this study, psychological capital is defined as a process in which an individual 

functioning and development are influenced by attitudes, feedback and criticism. This study 

will look into the four dimensions of PsyCap: Hope; Self-efficacy; Optimism and Resilience. 

The quality of one’s work life becoming more significant when they transfer their expectation 

for self development. 

1.7.2 Hope 

 
Conceptual definition 

 

Past research by Synder et al. (1991) defined hope as an energy that focused on the 

personal goals and an alternative ways which direct people to the target. Hope is just like a 

gimmick to motivate peoples while doing their jobs. When individual have hope, they can 

expect the best for the future and become confident in facing any obstacles, persevere in 

overcoming them and dare to face failure, especially in workplace. 
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Operational definition 
 

In this research, hope is a positive motivational state that have two fundamental components: 

successful of feeling agency and pathway interact. Agency is more to goal oriented determination 

meanwhile pathways is a plan to achieve those goals. When individual have hope, they are more 

motivates to do their jobs and achieve their goals effectively. Other than that, hope can improve 

physical and emotional conditions, achievement at work, and gain social support and satisfaction. 

In this study, respondents are hopeful to achieve goals in life and work, and seek failure as their 

experienced to be a successful employee in the future. 

1.7.3 Optimism 

 
Conceptual definition 

 

According to past research by (Çavuş & Gökçen, 2015), optimism is defined as a 

psychological intention and expectation to hope the best possible and positive outcome which 

can positively influence people’s mental and physical health. As stated in a past research by 

Hosainian and Salimian (2016), optimism and openness of mind to new experiences have the 

power to make employee happy with their work. An employee with high optimism will have 

good productivity at work, then lead to happiness. This is a chance that make an employee 

leave out of stress. 

Operational definition 
 

Optimism in this study is a positive and realistic way of thinking about problems. 

Positive thinking is the way how an individual trying to achieve the best of the worst. 

Individual that have the feeling of optimism and hope for their future will feel happier and 

grateful of what they have been faced. 

1.7.3 Self-efficacy 

 
Conceptual definition 

 

According to Bandura (2010), self-efficacy refers to a person’s belief to make a form 

of control over the person’s own function and events in her environment. People with high 

self confidence both positive and negative sides of their motivation. They accept any difficult 
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tasks to extend their performance and encouraged themselves against the barrier faced while 

working to accomplish their goals. 

Operational definition 
 

Self-efficacy is also one aspect of knowledge about self or the most influential self 

knowledge on human life that affects individuals in determining the actions to be taken to 

achieve a goal including the estimation of various events faced. 

1.7.4 Resilience 

 
Conceptual definition 

 

Past research by (Çavuş & Gökçen, 2015) defined resiliency as a tendency to recover 

from adversity or discouraging process, which allows people to optimistically look at the 

overwhelming situations. Resilient people can alter for the better through complexity 

(Luthans et al., 2004). According to Krovertz (1999), resilient is related to one’s beliefs about 

their ability to overcome problem. With hope and self-efficacy, it help an individual to face 

challenges and determined them not to give up easily. This is why resilient individual can be 

tolerant of negative feelings. 

Operational definition 
 

In this research, resilience is defined as an ability to recuperate from stress, conflict, 

failure, change or increase in responsibility. In general, it is a way of coping with adversity or 

distress. Resilience employees can clearly identify their weaknesses and strengths to be able 

to cope with problems at work, and change thinking skills to keep pace with internal and 

external changes in organization. 

1.7.5 Happiness 

 
Conceptual definition 

 

Suyasa (2011) stated that happiness is a condition where individuals are in a well- 

being condition. It is the feeling of being happy or satisfied with the conditions, exist 

awareness not to regrets or complain about things that have happened, even to be grateful for 

what they have. Happiness is a subjective concept that is experienced by every individual 

from time to time as a picture of feelings or emotions. Youssef and Luthans (2007) 

emphasized joy at workplace alludes to the implify in which individual involvement linked to 

positive influence and fulfillment at work. According to Pryce, happy employees are more 
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likely to get faster promotion, receive greater support from administrators and co-workers, 

produce imaginative thoughts, complete given jobs faster and happily execute errands (Pryce- 

Jones and Lutterbie, 2010). 

Operational definition 
 

Happiness at work is experienced when employees are motivated and excited on their 

work, discover the meaning and reason of their employment, have a positive working with 

their colleagues and are dedicated to their jobs. The term “workplace happiness” refers to 

how employees assess their work in general. 

 

 
1.8 Limitation of Study 

 

This study has certain limitations while collecting data for the findings. During this 

Covid19 Pandemic, it is hard to conduct data collection since I use online method to spread 

the questionnaire (Googleform). It is difficult to explain the questionnaires to respondents, so 

it might lead respondents to answer the question as they like, not as what I expected from 

objectives of my study. Hence, unstable network make it more difficult to distribute 

questionnaires and update the data. Due to pandemic, time to conduct this study also limit  

with the limit access to respondents. Besides, this study only focus on public sector 

employee. Future research is suggested to conduct study both in private and public sector to 

maximize data. The sample of my study focus on employee in Kuching, Sarawak. Future 

research is suggested to conduct study in various region to increase the understanding on 

PsyCap and employee happiness concept. 
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CHAPTER 2 
 

2.0 Review on related theory 

 
i. Authentic Happiness Theory 

 
Authentic Happiness model by Seligman (2002) distinguishes three types of lives 

which are a pleasant life, an engaged life and a meaningful life. Pleasant life is the main route 

to happiness by maximizing pleasure and minimizing pain (Peterson et al., 2005). According 

to Csikzentmihalyi (1990), an engaged life route builds upon work on the flow experiences in 

achieving a good life. During the flow, individual’s attention is focused on task itself since 

they are absorbed in the task. Seligman (2002) underlined the relevance of PsyCap in his 

book “Authentic Happiness” proposing that individuals who were engaged (immersed in 

flow) in life domains were also constructing and developing PsyCap for future. A meaningful 

life refers to individual in using their signature strengths to serve something larger than 

themself. Previous study by Gadanecz and Kun (2019) stated that Seligman revised his 

Authentic Positive emotions, engagement, positive relationships, meaning and 

accomplishment are the five pillars of human flourishing offered by a new well-being 

paradigm (PERMA). The results of previous study mentioned above showed that PsyCap 

were related to the five well-being factors of PERMA. The most important factors in relation 

to workplace happiness are optimism (PsyCap) and positive emotions. According to previous 

study, happiness in the workplace and in life is a basic important factor for employees’ 

mental and physical well-being, work-life balance, and problem-solving capacity, task 

competence and interpersonal relationships (Diener, 2000; Lyubomirsky et al,. 2005). 

ii. Psychological Capital Theory 

 

Psychological Capital is a key factors to achieve the goals, sustainable psychology 

well-being, and satisfaction both in job and life (Hmieleski et al., 2007). Hope, optimism, 

self-efficacy and resilience are four positive psychological variables that make up 

psychological capital (Avey, Luthans & Jensen, 2009; Avey et al., 2011; Luthans, Avey, 

Avolio & Peterson, 2010). When these four constructs are integrated, Avey et al., (2011) 

found a second order core construct that is the shared variance between the four constructs. 
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Hope, according to Luthans et all., is a powerful or motivation to succeed, a pathway to 

succeed, and the reality of achieving established goals. Resilience is defined as the ability to 

bounce back from adversity, whereas optimism is defined as the internal recognition of 

success and acknowledgement of potential future positive outcomes (Luthans, Luthans & 

Luthans, 2004). As for self-efficacy, Luthans (2002) refers efficacy as the belief and 

confidence that people have in their ability to accomplish something. 

2.1 Review on past studies 

 
I. Psychological Capital 

 

A study conducted by Choi and Lee (2013) aimed to examine the incremental validity 

of positive psychological capital (PsyCap) in foreseeing a several important employee 

outcomes while controlling for a full range of personality traits. PsyCap is a center construct 

of positive organizational behavior (POB). It have a positive influence on work states of mind 

and behaviors, including job satisfaction, organizational commitment, absenteeism, turnover 

intension, organizational citizenship behavior (OCB) and work performance (Avey et al., 

2009; Avey, Luthans, Smith, and Palmer, 2010; Luthans, Avolio, Avey and Norman, 2007a; 

Walumbwa et al., 2010). PsyCap is proposed to be concerned with “who you are becoming” 

and your “best self”going beyond human capital and social capital as a higher-order construct 

involving the four elements regarding personality resources. Analysts should study the 

intuitive effects of PsyCap and personality traits on intra-individual designs of the outcome 

variables in the future suggestions. 

II. Happiness 

 
Happiness alludes to the feeling of frequent positive influence and a sense of work 

and life fulfillment (Hofmann et al., 2014). A study by Gulyani and Sharma (2018) aimed to 

examine the influence of total rewards component on happiness of representatives working in 

Indian technology-based unused wanders. According to Dolan (2008), workers in 

organizations of diverse nations have appeared of diverse rewards competence for happiness. 

Previous research reveal that employees of western nations feel joy when their work is 

interesting, in the interim employees in India feels happy at getting secure job (Omar and 

Noordin, 2015). As concluded, employees’ recognition of total rewards have a critical affect 
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on employees happiness at work. Future study think about ought to look at related factors that 

impact on work happiness, such as life happiness and positive working environment climate 

(Chaundhary and Rangnekar, 2017; Joo and Lee, 2017). 

A study by Burro & Bucciol (2021) explored the question on “Is There A Happiness 

Premium for Working in the Italian Public Sector” among Italian employees from 2004 to 

2016. The finding shows that happiness increase with economic status. Their happiness 

enable them to compensate half or all the gap these individuals face with respects to private 

employees of medium economic status. Public employees enjoy a happiness premium 

compared to private employees, but only if they are in low economic status. Their happiness 

depend on the economic status. 

III. Psychological capital and happiness 

 
Topic on happiness and well-being has been increasingly popular in past two decades, 

in academic and business contexts alike, along with positive psychology. A study of 

Gadanecz and Kun (2019) aimed to investigate the relationship between teachers’ 

psychological resources through the concept of psychological capital, workplace well-being 

and perceived workplace happiness. The results indicate that workplace happiness and well- 

being is related with inner psychological resources, hope and optimism in particular. Future 

study recommend to focus on employee well-being to take into account positive contribution 

factors and adopt a positively oriented-approach to promote well-being. 

Kent et al., (2015) conducted previous study on the relationship between 

psychological capital, organisational virtues and work happiness among school employees. 

Employee happiness has been linked to a wide range of favourable individual and 

organisational results in recent years, according to growing data. This lead the organization to 

value the importance of employee happiness and how it can be increased. The current study 

used Sloan’s (1987) dual-intervention technique to look at how employee happiness 

interacted with a bottom-up, individual-level variable (PsyCap) and a top-down, 

organizational-level variable (organizational virtue) within and between three time points. As 

the results, employees’ psychological capital and perceptions of organisational values were 

both linked to higher employee happiness. 

According to a study by Taştan et al. (2020), psychological capital and social capital 

may be important antecedents of employee happiness at workplace. As a result, 

organisational trust moderate the impact of psychological capital on workplace happiness. 
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The finding indicates that individuals’ psychological capital, organizational trust and 

organizational social capital (internal) contribute to perceived happiness at workplace. Future 

study suggests that workplace happiness is linked to personal characteristics as well as 

organisational context elements. The importance of this study is that the concept of 

workplace happiness has never been investigated within such a conceptual framework, which 

includes both psychological and social capital. 
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CHAPTER 3 
 

3.0 Research Design 

 

This study was conducted using quantitative method, using questionnaires as the 

instruments. This method is used to identify the relationship between two measured variables. 

The independent variables are PsyCap; hope, self-efficacy, optimism and resilience while 

dependent variables is happiness among public sector employees. 

3.1 Location, Sampling Technique, Population and Sample 

 

Population is used to describe the entire set of individuals or elements that particular 

to the study matter whereas sample size also known as the statistical sample, where the 

subjects of who are the representative of the population in this study is selected. In this study, 

random sampling techniques was used. The location to conduct this study is at Kuching, 

Sarawak. The population of this study is public sector employees, both male and female 

employees while the sample consisted of 60 employees, which is randomly chosen from 

every department in that public sector organization. 

3.2 Instruments 

 
The instrument used in this study is questionnaire. The data collected from 

questionnaire are clear and updated because it provide information related to the questions 

asked. The respondents will be distributed with questionnaire via online, in which I use 

Googleform platform to collect data due to nowadays pandemic. There are three parts of 

questions: A) Demographic; B) PsyCap and C) Happiness. Respondents are required to 

answer all of the section in order to complete the survey. Section A is concerned about 

demographic backgrounds of respondents which consisted of questions on gender, age, race, 

marital status, academic qualification and years of service. In Section B, it is measured by 

using items developed by Avey et. al (2010) and Five-point Likert Scale is used to answer the 

questions. Section C is measured using OTH Questionnaires that measure the endorsement of 

pleasure, engagement and meaning (Peterson, Park & Seligman, 2005), and Five-Point Likert 

Scale is used to answer the questions. Table 1 and 2 below shows the five-point Likert Scale 

used to answer the questions for Section B and Section C. 






