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The misery index, which is the sum of the inflation rate and the
unemployment rate, is one of the key indicators for measuring economic
pressures on households and assessing the effectiveness of countries'
economic policies. In recent years, many developing countries have faced the
phenomenon of economic fragility; a situation that can lead to increased
livelihood vulnerability and social dissatisfaction. The present study aimed
to analyze the impact of economic fragility dimensions on the misery index
in selected countries with a fragility alert status during the period 2007-2022.
Using panel data and the generalized moments method (GMM), this study
examined the effects of the variables of economic recession and poverty,
unbalanced development, migration and brain drain, and population pressure
on the misery index. The results showed that all components of economic
fragility have a positive and significant effect on the misery index, and
population pressure also plays a reinforcing role in increasing this index. The
findings indicate that economic fragility weakens the level of economic well-
being and exacerbates the misery index through increased inflation and
unemployment. Therefore, reducing the dimensions of fragility by
strengthening sustainable, balanced growth and preventing elite migration,
along with population management, is an inevitable necessity to improve the
misery index and improve the quality of life of households..
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Extended Abstract

Introduction

The Misery Index, derived from the sum of inflation and unemployment rates, is widely recognized as a key
composite indicator for assessing the quality of economic life and the effectiveness of government policies.
Beyond its direct reflection of the economic pressures faced by households, this index indirectly signals the
efficiency of macroeconomic management, the resilience of labor markets, and the degree of public trust in
governance structures. A higher Misery Index typically implies a decline in purchasing power, erosion of
social capital, stagnation in labor markets, and ultimately rising public discontent. These consequences
extend beyond the economic sphere and often generate social and political instability. In this context, the
concept of economic fragility provides a broader analytical framework for explaining fluctuations in the
Misery Index. Economic fragility does not simply denote short-term inefficiencies; rather, it refers to the
structural vulnerability of an economy to internal and external shocks, institutional weaknesses in
responding to challenges, and the limited capacity of states to manage crises and allocate resources
effectively. This condition encompasses a range of challenges, including: Economic Decline and Poverty,
The Uneven Economic Development, the Human Flight and Brain Drain. Each of these drivers weakens
institutional performance, undermines incentives for productive investment, reduces innovation and
productivity, and intensifies inflation and unemployment, thereby raising the Misery Index. From a
theoretical perspective, the relationship between the Misery Index and economic fragility is rooted in several
strands of economic thought. Endogenous growth theory highlights how erosion of human capital and
innovation capacity in fragile economies undermines long-term growth prospects. The New Institutional
Economics emphasizes that weak institutional quality and fragile social contracts diminish allocative
efficiency, foster rent-seeking, and erode public trust in government. Meanwhile, insights from welfare
economics underscore how poverty and inequality not only reduce household welfare but also create self-
reinforcing cycles of unemployment, inflation, and low productivity that manifest directly in a higher Misery
Index. Accordingly, studying the nexus between the Misery Index and economic fragility goes beyond
descriptive measurement and offers a deeper understanding of the structural dynamics underpinning
economic and social well-being. It reveals that many fluctuations in economic performance cannot be fully
explained by short-term policy decisions, but are instead rooted in institutional and structural weaknesses.
At the same time, such analysis provides valuable guidance for policymakers: rather than focusing solely
on the temporary containment of inflation or unemployment, governments should prioritize institutional
reforms, investment in human capital, balanced regional development, and improvements in governance
quality. Thus, the importance of addressing economic fragility and its connection to the Misery Index is
twofold: theoretically, it contributes to enriching the academic literature on welfare measurement and
structural vulnerability; and practically, it offers a pathway for designing sustainable policies that reduce
poverty, contain inflation, create employment opportunities, and improve overall social welfare. This
perspective is particularly relevant for economies struggling with recurrent shocks, weak institutional

frameworks, and heightened socio-political instability.

Methodology
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7 The Effect of Economic Fragility on the Misery Index

This study is an applied-analytical research that employs a panel data econometric approach to examine the
impact of economic fragility and its components on the Misery Index (MI) in selected countries. The
theoretical framework and model specification are inspired by previous empirical and theoretical studies,
including Lee & Zervou (2024), Farmer et al. (2023), Feng et al. (2024), Borsi (2018), Iya & Aminu(2014),
Fatma Turan(2014), Oluseun (2013), Yongjin(2011), Feldmann(2010), and Lechman(2009). The general
functional form of the research model is defined as:

Ml =

F(HF&BD,UED,ED&P, DP) (1)
where represents the Misery Index(MI), The Human Flight and Brain Drain (HF&BD), The Uneven
Economic Development(UED), Economic Decline and Poverty (ED&P), and indicates demographic
pressures(DP). The econometric specification of the model is as follows:

Ml = o + 1 * MI;_1 + B, * HF&BD; + B3 * UED;; + 4 * ED&P;y + 5 * DPyy + €5 +

Hit 2)

where is the Misery Index for the country in year (dependent variable), also, B, pj;, and &;; represent the
coefficients of independent variables, represent country- and time-specific effects, and denote the stochastic
error term. Due to the dynamic nature of the model and potential endogeneity among explanatory variables,
the model is estimated using the Generalized Method of Moments (GMM), which efficiently addresses
endogeneity, autocorrelation, and heteroscedasticity.

Variables and Data :

Misery Index: Defined as the sum of unemployment and inflation rates, initially introduced by Okun
(1975), and serves as an indicator of economic and social pressures on households. Data were sourced from
the World Bank Database.

Economic Fragility: Measured based on the Fragile States Index and comprises three main dimensions:
Economic Decline and Poverty: Represented primarily by per capita income, and including GDP,
unemployment rate, inflation, debt level, domestic and international trade volume, and income inequality.
The Uneven Economic Development: Captures both actual and perceived economic inequality, as well as
access to employment, education, and vocational training opportunities across social group

The Human Flight and Brain Drain: Reflects voluntary emigration of the middle class and the outflow
of skilled labor and professionals.

Demographic Pressure: Accounts for pressures arising from population growth and surrounding
environmental factors. Data are also sourced from the Fragile States Index. Each sub-index is scored on a
scale of 0 to 10, with the cumulative score of the three economic dimensions ranging from 0 to 30. Higher
scores indicate greater economic fragility. Only countries classified in the “alert” or “warning” categories
were included in this study to focus on highly vulnerable economies.

Timeframe and Analytical Tools:

The panel dataset covers the period 2007-2022. Model estimation and analysis are conducted using
econometric software such as Stata and Eviews. Diagnostic tests include the Sargan test for instrument
validity, AR (1) and AR(2) tests for autocorrelation, and heteroskedasticity tests to ensure robustness and
reliability of results. This methodology allows for a causal and structural analysis of the Misery Index,
providing deeper insights into how economic fragility affects economic well-being and stability in
vulnerable countries, offering significant implications for economic and social policy.

Stable Economy Journal, 2025; 6(3): 5-28
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Results

Reducing the Misery Index (MI) has always been considered a fundamental macroeconomic objective for
governments. The findings of this study reveal that economic fragility and its core components—including
Economic Decline and Poverty, The Uneven Economic Development, the Human Flight and Brain Drain—
exert a statistically significant and positive impact on the increase of the Misery Index in the selected
countries classified under economic fragility warning status. These components, through channels such as
lower factor productivity, weakened institutional capacity, labor market distortions, and intensified
inequality, directly and indirectly contribute to rising unemployment and inflation, thereby eroding overall
economic welfare.

The econometric estimates demonstrate the following results:

A one-unit increase in economic decline and poverty (ED&P) leads to a 3.491-unit rise in the Misery Index.
This indicates that a decline in GDP, reduced investment, and falling per capita income not only constrain
aggregate demand and job opportunities but also diminish household welfare and aggravate structural
poverty. In the long run, this situation exposes economies to stagflation, characterized by simultaneous
contraction in productive capacity and rising prices.

A one-unit increase in uneven economic development (UED) results in a 5.42-unit rise in the Misery Index.
This reflects the adverse effects of severe income inequalities, spatially concentrated growth, and limited
access to education and employment, which reduce human capital accumulation, foster underemployment
and informality, and weaken social cohesion.

A one-unit increase in human flight and brain drain (HF&BD) raises the Misery Index by 18.23 units. The
outflow of skilled labor undermines innovation capacity, technological advancement, and value-added
creation. The direct implications include reduced total factor productivity, weakened entrepreneurship, and
lower investment returns, ultimately exacerbating structural unemployment and inflation.

A one-unit increase in demographic pressures (DP) contributes to a 12.25-unit rise in the Misery Index.
When population growth is not matched by job creation, infrastructure development, and productivity
enhancement, labor supply outpaces labor absorption, leading to higher unemployment rates—particularly
among the youth—while also raising the economic dependency ratio. Simultaneously, increased aggregate
demand without corresponding supply-side expansion fuels demand-pull inflation, amplifying the Misery
Index.

Furthermore, the positive coefficient of the one-period lagged Misery Index confirms its dynamic nature,
implying that the current trajectory of the index persists and extends into subsequent periods.

From a policy perspective, the results suggest that the components of economic fragility reduce welfare and
exacerbate the Misery Index through multiple channels. Addressing these challenges requires a
multidimensional policy framework, including recession and poverty alleviation, promotion of regional
equity, demographic pressure management, retention of human capital, and strengthening of institutional
resilience.

Finally, the outcomes of the econometric diagnostic tests confirm the robustness of the model. The Sargan
test results indicate that the null hypothesis of instrument exogeneity cannot be rejected, thereby confirming
the validity of the instruments employed. Similarly, the Arellano-Bond tests suggest the presence of first-
order autocorrelation but no second-order autocorrelation, confirming that the instruments used are not
correlated with the error terms. Thus, the estimated model can be considered statistically reliable

Stable Economy Journal, 2025; 6(3): 5-28
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Conclusion

In recent decades, intensifying economic volatility, structural instabilities, and recurrent global shocks have
disproportionately affected countries with fragile economic structures and limited resilience capacity. The
findings of this study reveal that the core components of economic fragility—namely, Economic Decline
and Poverty, the Uneven Economic Development, the Human Flight and Brain Drain—together with
demographic pressures exert a positive and statistically significant impact on the Misery Index in the
selected countries. These results indicate that economic fragility, through channels such as declining
productivity, weakened institutional capacity, rising inequality, and the outflow of skilled human capital,
exacerbates the Misery Index and undermines overall economic welfare. From a policy perspective,
reducing the Misery Index requires a multidimensional strategy that simultaneously addresses the root
causes of economic fragility while managing demographic pressures. Accordingly, a set of actionable
recommendations is proposed:

Mitigating economic recession and poverty: Promoting labor-intensive industries such as sustainable
agriculture, tourism, and SMEs; and designing counter-cyclical support packages aimed at reducing
unemployment and controlling inflation.

Addressing uneven economic development: Fostering regional and local industries, supporting production
in underdeveloped areas, and introducing tax incentives and fiscal stimuli for firms operating outside major
industrial hubs.

Preserving human capital and mitigating brain drain: Providing financial incentives and employment
opportunities for skilled professionals, expanding R&D centers and technology parks, and creating an
innovation-friendly environment to retain talent.

Managing demographic pressures: Enhancing labor market absorption through vocational and technical
training programs, generating job opportunities and production infrastructure in high-density areas, and
implementing smart policies to manage aggregate demand and curb demand-pull inflation. Overall, this
study demonstrates that focusing on reducing economic fragility and its components constitutes an effective
strategy for curbing inflation and unemployment while paving the way toward sustainable welfare and
inclusive economic growt
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