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Bosnia and Herzegovina remains a country with a number of deeply rooted
structural challenges, which are linked to the political and the broader social
sphere. The current paper provides an overview on a range of key factors
that have led to the country’s fragility. During the analysis we start with the
concerns related to multi-ethnic democracies, and specifically to Bosnia and
Herzegovina’s unique state structure. The latter was founded in 1995, in
line with the so-called Dayton Peace Agreement. We also touch upon varia-
bles that are connected to the economic and social fields, by discussing in-
dicators that are related to labor market distortions or the level of corrup-
tion. The study provides an overview on Bosnia and Herzegovina’s position
referring to international fragility indexes. Based on the analysis, we find
various aspects that raise concerns regarding Bosnia and Herzegovina'’s fra-
gility.

Fragile State.

INTRODUCTION

Ethnic tension has a long history in the region of Bosnia and Herzegovina (B&H), which culminated in
the war of the 1990s. In 1995, The General Framework Agreement for Peace in Bosnia and Herzegovina
(1995, Dayton Peace Agreement henceforth) brought peace to a war ravaged territory. Thus, on the one
hand, it became a success story for international peace-keeping. On the other hand, shortly after signing
the Dayton Peace Agreement, it became clear that the applied institutional structure was too complex and
cumbersome to function efficiently. Furthermore, internal divisions were constantly present in B&H, includ-
ing occasional secessionist intentions. The tension within society and the condition of the economy reflect
the continuous debate on how the institutional framework should be restructured (see e.g., Kartsonaki,
2016; Sgberg, 2008). Based on this, one might consider the state-building procedure an ongoing process.
Although within this paper we provide an overview of the key challenges, we do not include the various
reform proposals for a new institutional structure.

In the context of B&H, the term ethnic conflict is often referred to. According to S. Burg and P. Shoup
(1999), ethnic conflict is a power struggle between mobilized identity groups that can aim at equality in an
existing country, or even the establishment of an independent country. This approach to an ethnic conflict
describes the insult against other religious or ethnic groups, following the dissolution of the former
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Yugoslavia. Since the Dayton Peace Agreement, ethnic tension has been preserved by the current electoral
system (see Sahadzic, 2009) and culminates during election campaigns. ‘Insults against other ethnic and
religious groups, political rivals, International Community representatives and even individual citizens have
become a constant part of political behavior and method. Because they have no real progress to show,
certain BiH politicians design conspiracy theories, to replace serious discussions on real problems that
affect the well-being of their citizens’ (OHR, 2018). From a certain aspect, this statement covers the topic
of the current study.

This paper intends to provide an overview on fundamental challenges regarding the country’s current
institutional system and the key factors that lead to state fragility. The group of shortcomings are intercon-
nected. The institutional framework is capable of creating instability; likewise other systemic phenomena,
such as labor market distortions or corruption. Indeed, the economic development and the welfare of the
society can stabilize a political system, whereas unemployment, for instance, is considered a major risk
factor for social unrest (ILO, 2011). Nevertheless, it is the decision-making sphere which has the potential
to provide tools to curb fragility. The primary aim of this paper is to highlight various symptoms of Bosnia
and Herzegovina’s fragility. As a further intention, this study would like to add to the literature on the politics
and state structure of the country, while including social and economic aspects as well.

The paper is structured as follows: The next chapter provides a methodological overview. The first
subsection of the following chapter highlights the general challenges of multi-ethnic democratic systems
based on the respective literature. The second subsection focuses on Bosnia and Herzegovina’s prototype,
founded by the Dayton Peace Agreement. The following chapter focuses on quantitative variables. Its first
subsection demonstrates a range of indicators that underline structural challenges calling for fundamental
changes. The next subsection demonstrates the country’s position within fragility rankings. The final chap-
ter concludes.

1. METHODOLOGY AND KEY TERMS

Within the respective literature, a specific country group is labelled as ‘vulnerable’, ‘fragile’, ‘instable’
or ‘failed’. Due to its complexity, there is a broad range of the relevant measuring sticks and definitions for
a state’s fragility. W. Naudé & M. McGillivray (2011) specify the following interrelated traits to determine
fragility: conflict, the low development status, vulnerability and the lack of a developmental state. Gold-
stone et al. (2010) analyze the background of political instability. While analyzing a wide range of factors,
they find that political institutions or the regime type predict the onset of political instability. Indicators,
such as economic conditions or demography, do not function as significant predictive tools for instability
onsets. In our study, we refer to the OECD’s definition, which characterizes ‘fragility as the combination of
exposure to risk and insufficient coping capacity of the state, system and/or communities to manage,
absorb or mitigate those risks. Fragility can lead to negative outcomes including violence, poverty, inequal-
ity, displacement, and environmental and political degradation’ (OECD 2020, p. 15). (To read further defi-
nitions and the relevant literature, see Naudé & McGillivray (2011) or A. Kartsonaki (2016)).

Based on the above definition, within this paper we consider the coping capacity of the states as a
baseline. Via a range of authors, including D. Horowitz (2014), D. Kapidzic (2014), A. Lijphart (2004) or A.
Mujkic (2015), the paper describes general and country-level challenges for multi-ethnic societies, as we
consider this factor as a starting point. In this study, we define ethnic groups as people with common
religion, language and common culture. In BiH, there are three constituent ethnic groups: Bosniaks, Croats
and Serbs. As a next step, in a separate subchapter, the qualitative overview on the Dayton Peace Agree-
ment and its aftermath are included for outlining the unique case of BiH. Both the general discussion of
the multi-ethnic democracy and the prototype of Bosnia and Herzegovina are based on the relevant litera-
ture.

Following the discussion of the political background, our analysis highlights social and economic symp-
toms that can also be linked to the quantitative approach of state fragility. Here we include various aspects,
such as labor market discrepancies, poverty or corruption. These mentioned phenomena are in line with
the OECD'’s quoted definition, where the potential outcomes of fragility are mentioned. Some of these fac-
tors are underpinned by the respective data. These socioeconomic variables are generally included in the
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fragility indexes, but they require more insight. The connection between these indicators and fragility are
bidirectional, as these indicators can be viewed not only as outcomes, but also as reasons of fragility.

As for the quantitative approach, all data are collected primarily from the databases of international
institutions. The time series are not included, as the paper focuses on the period between 2019 and 2021.
During the quantitative approach, the regional countries are occasionally added in the analysis for the
purpose of comparison. When referring to the region of BiH, we touch on South-Eastern Europe, including
the group of the following countries: Albania, Bosnia and Herzegovina, Croatia, Kosovo (without prejudice
to positions on status), Montenegro, North Macedonia and Serbia. These countries cover a wide spectrum
in respect of their development level or their political challenges. While taking into consideration the back-
ground information, the comparison of the countries’ respective statistics carries relevant messages. Dur-
ing the analysis, the exact data should be treated with caution, but they are still able to outline specific
features. Finally, the fragility related indicators are able to reflect the need for changes. As a final section,
we include the results of specific fragility indexes. In case of the Fragile States Index we collect the values
for the various sub-indicators, while in case of the OECD’s and Marshall et al.’s dataset we interpret the
results.

2. DISCUSSION
2.1 Aspects of fragility: Multi-ethnic democracy

General challenges from the respective literature

Building a well-functioning democracy in B&H can be considered as a challenge. Horowitz (2014) gen-
erally states that ethnic divisions create difficulties for building democracy, as they generate ethnic parties
with ethnic voting. He claims that a consociational institutional structure is built in countries where the
society is severely divided and there is a long-lasting interethnic antipathy. This institutional structure in-
cludes proportional group participation with minority vetoes. Given this structure, it is difficult to establish
a durable power-sharing institutional system for three main reasons. Firstly, the preferences of the majority
and the minority ethnic groups are asymmetric. Secondly, a general risk aversion is present. Thirdly, the
negotiators have biases, which rule in or rule out certain models. Despite the difficulties, there is still a
need to adjust these political systems in order to keep them efficient and flexible. However, Horowitz
(2014) claims that consociational institutions are generally sticky. Namely, while there is an intention to
restructure them, the form has not been specified. This latter thought underpins the fact that although
there have been a number of reform proposals over the years in BiH, still, none of them have been ac-
ceptable for all decision-making groups.

Generally speaking, there is a clear debate on whether a multi or a monoethnic society can build a
democratic system more successfully. On the one hand, the literature claims that in a monoethnic society
it is not likely that deep-rooted inter-group conflicts and secessionist attempts will occur (see Dahl (1971)
or A. Karatnycky (2002)). Thus, there is a greater chance of reaching a consensus on reform processes.
On the other hand, other authors, e.g., M. Firsh & R. Brooks (2004), argue that diversity does not influence
democratic development. D. Kapidzic (2014) points out that the perception which assumes that building
democracy is more difficult in multi-ethnic societies is wrong. He claims that it is rather the bipolar ethnic
arrangements which destabilize democratic systems. Indeed, there is mixed evidence regarding this as-
pect.

As a general theoretical proposal, A. Lijphart (2004) elaborates on nine areas related to the constitu-
tional choice for countries with deep divides. He provides a set of recommendations within these nine
areas, which serves power sharing and group autonomy as well. However, in BiH’s particular case, Bieber
(2001) states that a multi-national democracy needs an institutional structure which omits the hope of
‘solving’ nationalism, and avoids fueling ethnic tensions.

Referring to political conflicts, A. Mujkic (2015) claims that instead of the rift among the constituent
ethnic groups, the dominant division is rather between the ‘the class of agents of ethno-political
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entrepreneurship and the class of objects of these entrepreneurs’ appropriation’ (Mujkic, 2015, p. 623).
Based on the literature of this subchapter, one can highlight general challenges of multi-ethnic institutional
state structures.

The Dayton prototype of multi-ethnic democracy

By 1995, the Bosniaks preferred a centralized state, the Croats their own third entity, while the Serbs
an independent country. Due to the fact that the leaders of the three nationalist parties were not able to
agree even on basic questions, a radically decentralized federation with rigid power-sharing was created
(Keil, 2013). In accordance with the Dayton Peace Agreement, an extensive and complex institutional
framework was established, based on an ethnic based electoral system, offering veto power for the con-
stituent ethnic groups in cases of fundamental decisions. Based on the applied state structure, two entities
and a special district (Brcko District) were formed. The entity dominated by Bosniaks and Croats, the Fed-
eration of Bosnia and Herzegovina (FBiH), consists of ten cantons, divided into 79 municipalities. The Serb-
dominated entity, Republika Srpska (RS), misses the cantonal level, but has 62 municipalities (BHAS,
2017; European Commission, 2019). Both entities and the Brcko District have ethnically mixed popula-
tions, including groups that do not belong to any of the three constituent nations (see Figure 1).
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Figure 1: Population by ethnic or national affiliation
Note: The category of ‘No answer’ is not visible, as it is below 0.2 percent in all cases.
Source: BHAS (2017, p. 54

~

As a result of the Dayton Peace Agreement, Bosniaks gained their primary war aim, hamely a united
BiH. However, Bosniaks generally argue that the Serb Entity is a result of genocide. From the Serbs’ point
of view, Republika Srpska can be considered as a tool of protection against Bosniak and Croat domination.
Therefore, leading Serb politicians insisted on an autonomous entity with strong power-sharing at the cen-
tral level including veto rights. In addition, secessionist intentions occasionally arise. As for the Croats,
numerically the smallest among the constituent ethnic groups, they failed to create their own entity.
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However, they have three cantons with a Croat majority, which offers them a certain level of autonomy.
The picture becomes even more complicated when minorities which do not belong to the constituent ethnic
groups are taken into account. They are excluded from political positions and occasionally even face dis-
crimination (Keil, 2013).

Besides the domestic political elite that serves the above described state structure, there is also a
significant international presence. The so-called High Representative’s primary task is to safeguard the
implementation of the Dayton Peace Agreement, though the exact tasks have shifted somewhat over the
years. The High Representative is supposed to form a link between the local and the international actors,
by representing a coordinating body of the international community. Nevertheless, it is noteworthy that this
community is not a coherent group either, thus creating a source of criticism (Donais, 2005). As for the
European Union (EU), B&H has a potential candidate status. It tries to implement a dual strategy of Euro-
pean integration and state building. However, the EU’s conditionality has not brought success as a state
building tool. This is partly based on the political elite’s mixed commitment to the EU accession process
(Bieber, 2011).

Aspects of fragility: Specific indicators

Indicators of fragility

On the one hand, B&H’s economy can be considered stable. Following the turbulence of the global
financial crisis, from 2013, its real GDP growth rate remained low but positive, while the current account
deficit per GDP ratio decreased from its critical values. The budget deficit and government debt were under
control. Based on the currency board regime, the exchange rate of the convertible mark is fixed to the euro,
which creates an anchor for the economy. Inflation is generally moderate, whereas the occasional deflation
is partly based on external factors (CBBH, 2019). As on a global level, COVID-19 generated short-term
shock waves to B&H’s economy from a macroeconomic perspective, but the negative effects were ex-
pected to be temporary (CBBH, 2021).

On the other hand, there is a number of factors that indicate deep structural distortions. Based on the
ILO’s (2011) empirical analysis, unemployment has the strongest connections with the estimated risk of
social unrest. This result is particularly relevant in relation with BiH’s striking unemployment rates. Based
on the applied methodologies, there are various statistics related to unemployment, i.e., the exact numbers
published by different institutions might differ. Still, when considering the unemployment rates between
2018 and 2020, the labor survey based rate was between 15 and 20 percent, while the administrative
unemployment rate was around 35 percent over the same period (CBBH, 2019, p. 25). Disregarding the
differences of the applied methodologies, youth unemployment is around double the total figure. Partly as
a result of these facts, the net migration rate is well over the values of other regional countries, although
data for Kosovo is not available (UNDP: HDI).

As a further category that relates to unemployment, the poverty level in B&H can be underlined. The
share of population at risk of poverty amounted to 26.5% in 2011, which was among the highest in Europe
(World Bank Group, 2015, p. 9). Based on the methodology of BHAS’s (2021) time series, the percentage
of impoverished individuals did not decrease significantly over the years, as it amounted to 18% in 2004,
while it was 17% in 2015. A further analysis found that also the in-work poverty rate was higher in B&H
compared to any of the EU-member countries, as it reached 24.5% in 2015 based on the estimations
(ESPN, 2019, p. 4). This was attributed to low wages, labor segmentation, low work intensity, or even to
not receiving wages when employed. The report also mentioned that the secure public employment was
heavily controlled by the politicians’ networks (ESPN, 2019).

In connection with poverty, Figure 2 represents the GDP per capita and the level of youth unemploy-
ment in the region. While emphasizing the effects of methodological differences on the exact numbers,
the ranking of the economies on the GDP per capita basis is still relevant. It is noteworthy that this ranking
has not shifted substantially for over several decades in the region (Plestina, 1992), questioning the exist-
ence of a catching-up process from an economic aspect.
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As a further indicator of potential tension, the dimension of social inequality is generally included in
fragility indexes. Based on the respective data, one can conclude that following the transition period, ine-
quality sharply increased until the early 2000s (WID: Data), but its value remains in line with the regional
average (World Bank Group, Gini). Still, it is a relevant concern in the light of unemployment and poverty.
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Figure 2: GDP per capita and youth unemployment (2017)
Note: PPP is the abbreviation for ‘purchasing power parity’.

Source: UNDP (HDI), Arandarenko and Brodmann (2019), World Bank Group: Data, own compilation

Like the labor market conditions, the level of corruption is also an indicator that is generally being
added to fragility indexes, as it hinders efficient distribution and development. It stabilizes the position of
the ruling political powers, and preserves political and social inequality. Furthermore, Neudorfer and
Theuerkauf (2014) even find a positive link between corruption and the risk of ethnic civil war. Thus, it is
particularly relevant that in B&H corruption is considered to be widespread. All of the bureaucratic layers
experience certain political capture, primarily in the fields of healthcare, education, the labor market or
public procurement (European Commission, 2019). The Corruption Perceptions Index of Transparency In-
ternational (2021) uses a scale from O (highly corrupt) to 100 (very clean). Table 1 demonstrates this index
for the regional countries, but it also includes two corruption-related indicators from the World Bank Group.
Generally speaking, these indicators underpin the statements which label widespread corruption among
the key challenges in B&H, even in terms of the regional scope.

Table 1. Corruption indicators (2021)

Bribery incidence
. . Percentage of firms
Corruption Perceptions (percentage of firms  |., = .
- identifying corruption as a
Index experiencing at least one . .
. major constraint
bribe payment request)
Albania 35 36.1 43.4
Bosnia and Herzegovina 35 16.0 29.5
Croatia 47 10.1 12.1
Kosovo 39 3.2 56.1
Montenegro 46 21.4 4.7
North Macedonia 39 7.4 18.3
Serbia 38 6.9 14.6

Source: Transparency International (2021), World Bank Group (Enterprise Surveys), own compilation
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Fragility indexes

There are aspirations to quantify the level of a country’s fragility. One of the datasets is the Fragile
States Index. In 2021, it ranked 179 states. For each country a total value is given, by adding up their
scores from one (least fragile) to ten (most fragile) in twelve categories (see Table 2). These scores are a
result of the analysis of over 100 sub-indicators, which can be grouped by political, social and economic
dimensions. The countries are ranked on the basis of the total values. A larger total score, and, parallel
with this, a higher rank, represents a greater degree of fragility (FFP, 2021).

As the Fragile States Index is not available for Kosovo, it is B&H which is considered the most fragile
compared to any other regional countries. From a global viewpoint, B&H is around the middle of the rank.
It is worth highlighting certain specific scores. The highest score within Table 2 relates to BiH’s ‘factional-
ized elites’, which reflects the high level of political fragmentation in the country. The cohesion-related
indicators are generally high for B&H. The scores reflect that B&H’s economy is vulnerable, while the level
of brain drain and ‘*human flight’ is high. Furthermore, the state legitimacy raises questions, and the issue
of refugees is still on the table. In line with the discussion of the previous sections on the role of the inter-
national actors, the ranking underpins the high degree of external intervention. These conclusions persist
during the analysis of the respective time series.

Table 2: Fragile States Index (2021)

Cohesion Indicators Economic Indicators Political Indicators Social and Cross-Cuiting Indicators

Cout Rk | Tota Security ~ [Factionalized|  Group Econo Economic HZ:;anBrFal:ght State Public Human  |Demographic|Refugees and|  External

Ty Apparatus Elites | Grievance my Inequality Drain Legitimacy | Services Rights Pressures IDPs | Intervention
Bosnia and Herzegovina| 77th | 72.9 5.0 8.7 6.6 6.4 41 6.5 6.2 48 49 5.1 7.0 76
Serbia 101st | 67.4 45 83 71 6.1 43 59 55 39 35 39 74 70
North Macedonia 108th | 64.5 41 73 6.0 65 45 6.0 51 48 30 42 6.9 55
Albania 119th| 59.0 48 6.2 41 6.4 29 8.3 55 44 36 4.1 26 6.1
Montenegro 120th | 58.5 46 6.5 9.1 6.0 20 47 3.6 44 34 39 34 6.9
Croatia 138th | 49.8 26 44 49 5.7 2.8 57 2.3 31 2.6 46 6.6 45

Note: Data for Kosovo are not available. IDP is the abbreviation for ‘internally displaced person’. The order of the
countries reflects their rankings.

Source: FFP (2021)

The OECD (2020) also stresses the need for a multidimensional approach on fragility, thus they analyze
five dimensions: political, societal, economic, environmental and security, via 44 indicators. As an outcome
of the applied quantitative and qualitative analysis, they rank official development assistance-eligible
(ODA-eligible) states from one (severe fragility) to six (not fragile). Five ODA-eligible regional countries were
included in the database of the 2018 edition: Albania, Bosnia and Herzegovina, Montenegro, North Mace-
donia and Serbia. Generally speaking, the listed countries were attributed with low or minor fragility without
major differentiation among them (OECD, 2018). Indeed, from a world-wide perspective, these regional
states can be considered well-performing and rather stable among the ODA-eligible countries.

Marshall et al. (2018b) code the characteristics of authorities in various countries over the world, thus
their dataset relates to fragility indexes as well. They categorize B&H as seriously fragmented in political
terms, meaning that dominantly and effectively the country is ruled by the local authorities. They even state
that RS is de facto separate. Furthermore (likewise among the main categories of the Fragile States Index),
here as well the dataset categorizes Bosnia and Herzegovina’'s political system as having major foreign
interruption (Marshall et al., 2018a).
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CONCLUSION AND RECOMMENDATION

The current paper provided an overview on Bosnia and Herzegovina's fragility, with a special focus on
its state structure and the matter of multi-ethnic democracies. Based on the general top-down approach,
it is the political institutions that are in the position of decision-making. Thus, these actors are capable of
promoting fundamental reforms and development. However, in BiH, the current cumbersome institutional
framework itself has various underlying shortcomings. The discussed aspects can be considered intercon-
nected factors that induce fragility.

The Dayton Peace Agreement artificially built a multinational federal state structure almost from
scratch. As its most important achievement, it ended a bloody war, but it could not bridge ethnic divisions.
Bosnia and Herzegovina is still divided by its internal ethno-political groups, as the support of inter-ethnic
political parties or civil associations remains limited. The inter-ethnic cooperation is supposed to be sup-
ported by the presence and influence of the international community, which raises concerns regarding the
efficiency of the institutional system and the democratic state of the political structure.

Besides the interethnic tension and the cumbersome political structure of the country, there are a
number of further challenges. Among them, the current paper has highlighted the key labor market con-
cerns, the level of poverty and the problem of widespread corruption, which are considered as key drivers
of collective frustration. The discussed cognate phenomena all point to B&H being a fragile country com-
pared to other European states. This conclusion has also been demonstrated by fragility indexes within
this paper.

Despite the above mentioned challenges that call for changes at the decision-making level, a funda-
mental reform process in the state structure and the political intuitions is not likely to occur for several
reasons. Namely, such reform proposals that are acceptable for all three constituent nations have yet to
be on the table. Generally, the aims of the involved ethnic groups greatly differ and the preferences remain
asymmetric, so they support different institutional models. Furthermore, decision-makers are not willing to
curb their rights or cede power due to reform processes. Finally, as the international community is not
homogenous either, external actors are less efficient in supporting deep-rooted changes.

Based on these facts, the post-war ethno-political divide seems to be persistent. In case of any funda-
mental changes, at least one of the constituent ethnic groups would be dissatisfied. In such a case, if a
group experiences the exclusion from power or opportunity, it can create grievances transforming into vio-
lence (World Bank Group, 2018). This conclusion is in line with the path-dependence theory, which claims
that certain historical events determine future development (Pierson, 2000). The signing of the Dayton
Peace Agreement has put Bosnia and Herzegovina on a path which it is difficult to change. Indeed, it was
the most critical juncture in the country’s history. Currently, it is uncertain what internal or external force
or shock would be capable of reshaping BiH’s institution system and decreasing vulnerability.

The current research can be continued in multiple forms, but here we would like to demonstrate three
potential possibilities. One option would be the analysis and comparison of various constitutional reform
proposals. A further possibility would be the in-depth analysis of any of the here discussed variables. As a
third option, a comparative analysis could be carried out with a low number of regional countries in order
to specify domestic differentiating factors.
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