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This research develops a new comparative model of intergovernmental
bargaining to account for variation in the capacity of federations in
the developing world to undertake economic policy reform. The book
suggests that many market reform policies are a function of a constant
process of bargaining between national and regional leaders struggling
for political survival. As the degree of national-regional disagreement
mounts, collective action on reforms that require implementation at
multiple levels of government becomes more difficult. The degree to
which the two sets of actors conflict depends on four factors: the elec-
toral interests that each brings to the game, a shared intergovernmental
fiscal system, the manner in which regional interests are represented in
national policy making, and the levers of partisan influence national
leaders have over subnational politicians. In testing the argument with
a combination of cross-sectional time-series and case study analysis,
this book contributes to the broad literatures on development and the
comparative political economy of federalism and decentralization.

Erik Wibbels is an associate professor of political science at the Univer-
sity of Washington. His research interests include market transitions,
particularly in Latin America, and the political economy of federalism.
His recent work has appeared in American Political Science Review,
American Journal of Political Science, International Organization, World
Politics, Comparative Political Studies, and Studies in Comparative Inter-
national Development. He is currently working on two book projects –
one on the comparative historical foundations of federal constitutions
and the other on the relationship between the global economy and re-
distributive politics in the developing world.

© Cambridge University Press www.cambridge.org

Cambridge University Press
0521843812 - Federalism and the Market: Intergovernmental Conflict and Economic
Reform in the Developing World
Erik Wibbels
Frontmatter
More information

http://www.cambridge.org/0521843812
http://www.cambridge.org
http://www.cambridge.org


Federalism and the Market

Intergovernmental Conflict and Economic Reform
in the Developing World

ERIK WIBBELS
University of Washington

© Cambridge University Press www.cambridge.org

Cambridge University Press
0521843812 - Federalism and the Market: Intergovernmental Conflict and Economic
Reform in the Developing World
Erik Wibbels
Frontmatter
More information

http://www.cambridge.org/0521843812
http://www.cambridge.org
http://www.cambridge.org


cambridge university press
Cambridge, New York, Melbourne, Madrid, Cape Town, Singapore, São Paulo

Cambridge University Press
40 West 20th Street, New York, ny 10011-4211, usa

www.cambridge.org
Information on this title: www.cambridge.org/9780521843812

C© Erik Wibbels 2005

This book is in copyright. Subject to statutory exception
and to the provisions of relevant collective licensing agreements,
no reproduction of any part may take place without
the written permission of Cambridge University Press.

First published 2005

Printed in the United States of America

A catalog record for this publication is available from the British Library.

Library of Congress Cataloging in Publication Data

Wibbels, Erik, 1972–
Federalism and the market : intergovernmental conflict and economic reform in the
developing world / Erik Wibbels.

p. cm.
Includes bibliographical references.
isbn 0-521-84381-2
1. Developing countries – Economic policy. 2. Federal government –
Developing countries. I. Title.
hc59.7.w497 2005
338.9′009172′4–dc22 2004057009

isbn-13 978-0-521-84381-2 hardback
isbn-10 0-521-84381-2 hardback

Cambridge University Press has no responsibility for
the persistence or accuracy of urls for external or
third-party Internet Web sites referred to in this book
and does not guarantee that any content on such
Web sites is, or will remain, accurate or appropriate.

© Cambridge University Press www.cambridge.org

Cambridge University Press
0521843812 - Federalism and the Market: Intergovernmental Conflict and Economic
Reform in the Developing World
Erik Wibbels
Frontmatter
More information

http://www.cambridge.org/0521843812
http://www.cambridge.org
http://www.cambridge.org


For little Sed

© Cambridge University Press www.cambridge.org

Cambridge University Press
0521843812 - Federalism and the Market: Intergovernmental Conflict and Economic
Reform in the Developing World
Erik Wibbels
Frontmatter
More information

http://www.cambridge.org/0521843812
http://www.cambridge.org
http://www.cambridge.org


Contents

Acknowledgments page ix

1 Intergovernmental Bargaining and Economic Policy
in Federations 1

2 From Market-Preserving to Market-Distorting
Federalism: Divergent Incentives and Economic Reform
in Developing Nations 17

3 Federalism and the Decentralized Politics of
Macroeconomic Policy and Performance 53

4 Testing the Model: Macroeconomic Reform Beyond the
Federal-Unitary Distinction 86

5 Partisan Harmony, Intergovernmental Coordination, and
Market Transitions: The Case of Argentina 123

6 Regional Competition, Fiscal Dependence, and
Incentives in the Argentine Provinces 162

7 The View from Below: The Politics of Public Sector
Reform in Three Argentine Provinces 197

8 Conclusion: Federalism, Reform, and Enduring Puzzles 223

References 249

Index 273

vii

© Cambridge University Press www.cambridge.org

Cambridge University Press
0521843812 - Federalism and the Market: Intergovernmental Conflict and Economic
Reform in the Developing World
Erik Wibbels
Frontmatter
More information

http://www.cambridge.org/0521843812
http://www.cambridge.org
http://www.cambridge.org


Acknowledgments

My foremost intellectual debt is to Karen Remmer. I arrived to ad-
vanced studies with probably a poorer sense of what graduate political
science is all about than your typical graduate student. Karen’s pa-
tience, wry humor, irreverence, and exceedingly high standards helped
me find my intellectual voice. Innumerable conversations with her laid
the groundwork for this project when it was in the nascent stages of
a dissertation proposal and shaped its subsequent development. Her
example as a scholar and a human being sets a standard I am eager to
follow.

I also would like to thank Ken Roberts, Wendy Hansen, and Alok
Bohara. Ken was generous with encouragement during the inevitable
periods when the end of my dissertation seemed very distant indeed.
He was equally generous with thoughtful criticism when it was called
for. Together with Karen, I am convinced that few students have been
so lucky as to benefit from two advisors so thorough, patient, and
thought-provoking. Without early training from Wendy, the statistical
analyses in these chapters would have been impossible. Alok agreed
to join my dissertation committee very late in the game. Above and
beyond these individuals, I would like to thank all of my teachers at
the University of New Mexico.

I also have benefited from incredible colleagues at the University of
Washington. Most political scientists ultimately turn their dissertations
into books. For some people, that process might be a fun and reward-
ing one. For me, it was painful. Absent Margaret Levi’s words of astute

ix

© Cambridge University Press www.cambridge.org

Cambridge University Press
0521843812 - Federalism and the Market: Intergovernmental Conflict and Economic
Reform in the Developing World
Erik Wibbels
Frontmatter
More information

http://www.cambridge.org/0521843812
http://www.cambridge.org
http://www.cambridge.org


x Acknowledgments

advice, good-natured prodding, and constant support, this book would
not be a book. Tony Gill’s support has been unwavering, even before I
joined the faculty. Steve Hanson has read enough of my work that I feel
sorry for him. Susan Whiting read the entire manuscript and provided
wonderful comments. Mika Lavaque-Manty and Kevin Quinn were
colleagues whose wit and intelligence were best plumbed over healthy
quantities of beer and wine before they left for (supposedly) greener
pastures. David Olson’s wisdom has helped in areas academic and oth-
erwise. Several research assistants made the completion of this project
possible. Isik Ozel, Wongi Choe, Kristin Bakke, and Anthony Pezzola
were all exceptionally helpful. The contributions of Wongi and Kristin
are particularly noteworthy – both suffered the agony of reading the
entire manuscript in an earlier stage of development and helped me
make it better.

A handful of others have played a considerable role in the writing
of this book. Jonathan Rodden, in particular, has been the kind of
coauthor, intellectual, and friend that an academic dreams of. Barry
Weingast’s work on market-preserving federalism inspired my early
thoughts on the political economy of federalism, and his breathtakingly
detailed comments on a different manuscript forced me to go back
and significantly revise this book. I am grateful on both counts. Susan
Stokes and Tulia Falleti read the entire manuscript and provided some
of the best comments I received – oh that I had received them earlier
in the game! I’d also like to thank Francois Gelineau for sharing the
public opinion data used in Chapter 5.

A number of people provided crucial help and friendship during my
field research in Argentina. Sergio Berensztein and Carlos Gervasoni
were important sounding boards and provided useful contacts. More
important, they were drinking buddies who contributed to my pas-
sion for Argentine politics. Mariano Tommasi and Pablo Sanguinetti
generously shared their provincial data, which is used in Chapter 6.
Mariano subsequently has helped me think more thoroughly about in-
tergovernmental fiscal issues in Argentina and beyond. Alejandra Pratt
helped me understand provincial politics from the point of view of
the national Ministry of Economy. In Córdoba, Dr. Ricardo Vergara,
Dr. Jorge Jaimovich, and Dip. Norberto Bergami helped open many
doors. Horacio Camerlingo and Mariel Cagnolo helped make my time
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