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Fractionalization creates an obstacle for developing 

countries because institutionalized xenophobia on the 

basis of religion and/or ethnicity causes for competition 

between different groups. The consequences are that 

groups and communities become biased towards their 

treatment of others, which increases the likelihood for 

corruption in economic, political, and social arenas. This 

paper discusses the consequences that fractionalization 

has on economic development with a specific focus on a 

new set of countries from the former Yugoslavia. Using a 

panel data regression, this study demonstrates with 

empirical evidence that fractionalization has been a 

contributing factor in hindering economic development in 

the countries of the former Yugoslavia. The analysis 

covers the time frame from 1990 to 2013 with GNI per 

capita as the dependent variable. The independent 

variables have a particular focus in demographic statistics 

and economic factors that contribute to development. 

Abstract 

Extent of Fractionalization 

Empirical Analysis 

Results 
Discussion & Conclusion 

Fractionalization Disturbs Normal Patterns in Development 

• Thus, ln Fertility Rate for Adolescent, ln Lag 

Population Growth, ln Fertility Rate, ln % GDP from 

Agriculture are all insignificant. 

Fractionalization Has Hindered Development in this 

Region 

• Countries with larger increases in refugees 

emigrating have lower increase in income per capita 

• Countries experienced greater economic growth after 

becoming independent from Yugoslavia 

Difficulties of Measuring Fractionalization in Eastern 

Europe 

• Governments tend to be corrupt. Thus, data is either 

inaccurate or unavailable (e.g. Serbia does not 

recognize Kosovo as a country). 

• For future studies, including the Autonomous 

Province of Vojvodina would be auspicious as they 

are a great example of fractionalization impairing 

development. 
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Majority Ethnic Distributions in Yugoslavia at the Municipal 

Level 

 According to the 1991 Census 

Elmira College 

By John Bigelow 

The Implications of Fractionalization on Economic Development in the Former Yugoslavia 
 

Source: Created at the U.S. Central Intelligence Agency, 1992. Image 

currently maintained through the University of Texas Libraries, 

http://www.lib.utexas.edu/maps/europe/yugoslav.jpg. See 

http://commons.wikimedia.org/wiki/File:Yugoslavia_ethnic_map.jpg 

Panel Regression 

• Countries: Slovenia, Croatia, Bosnia and 

Herzegovina, Serbia, Montenegro, Macedonia, and 

Kosovo  

• Time Frame: 1990 – Present 

Variables 

• Dependent: ln GNI per capita at current price (US $) 

• Explanatory: Measures of Fractionalization: 

– ln Lag Net Refugee Flow in Former Yugoslavian 

Countries 

– Dummy Variable for Timeframe after Declaring 

Independence from Yugoslavia 

• Explanatory: Measures of Development: 

– ln Total Fertility Rate for  Adolescent Women 

– Lag Population Growth  

– ln Fertility Rate 

– ln Percentage of GDP from Agriculture 

– ln Price level ratio of PPP to market exchange rate 

– ln Lag energy consumption 

– ln Lag life expectancy 

 

Thesis 

The purpose of this study is to provide an empirical 

analysis on the implications of fractionalization on 

economic development in the countries of the former 

Yugoslavia. The empirical study will utilize a panel data 

analysis on the former Yugoslavia to evaluate the 

obstacles created by ethnic and religious fractionalization. 

Types of Fractionalization 

Polarization 

• Greater levels of polarization results in an 

increased likelihood of tension between groups. 

Fragmentation vs. Highly Fractionalized  

• Significant fragmentation of a few groups is more 

detrimental towards development than a highly 

fractionalized society without an overpowering 

majority or minority. 

Ethnicity vs. Religious vs. Linguistic 

• Ethnic fractionalization is the most detrimental form 

of fractionalization.  

• Religious fractionalization only occurs if religious 

identity is definitive of ethnic identity. 

• Linguistic fractionalization occurs from 

“convenience” rather than the typical power 

struggle. 

Corruption 

• “Low schooling, political instability, underdeveloped 

financial systems, distorted foreign exchange 

markets, high government deficits, and insufficient 

infrastructure” (Easterly and Levine 1997). 

Measures of Fractionalization 
against GNI per capita 
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