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Abstract. What determines the relative strength of central and regional governments? Why do centers

engage in more or less geographically based economic redistribution? And why do some centers redis-

tribute from urban to rural areas while others do the opposite? This research answers these questions with

reference to decentralized politics at key constitutional moments. Much contemporary research under-

scores the importance of the intergovernmental balance of power – be it in taxing authority or decision

making autonomy – on economic outcomes. Many features of that balance are rooted in bargains struck

at the time of constitution writing. Here, I suggest that the key ingredients in such bargains are the number

of conflicting geographically salient factor endowments, the distribution of inter-regional inequality, and

the degree of intra-state inequality within rural and urban regions. The greater the level of factoral conflict,

the more elites who engage in constitutional negotiations are likely to constrain the central government by

providing for substantial regional veto authority. Higher levels of inter-regional inequality heighten de-

mands for inter-regional redistribution. Given some level of regional demand for central redistribution,

whether its net effect is in favor of urban or rural regions will depend on the coalitional implications of

inequality within regions. I examine the argument in light of the U.S., Argentine, and Indian processes of

constitution formation.
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This paper aims to provide a general explanation for the decentralized underpinnings
of constitution formation and economic development. Two empirical puzzles and a
theoretical shortcoming motivate the research. The first empirical question emerges
from research on comparative federalism that has shown that the vertical distribu-
tion of authority within nations has significant implications for economic policies. It
has become increasingly clear, however, that many of the crucial factors underpin-
ning the vertical distribution of power in a political system (such as tax authority, for
instance) change slowly and are rooted in historical circumstances, particularly the
initial intergovernmental balance of power established in constitutions. The classic
federalism question is: What explains the variance in this initial balance across cases?
Second, and closely related, we have accounts of national economic policy that
redistributes resources from urban to rural constituencies (various descriptions of
import substitution industrialization, for instance) and others that show a strong
urban to rural redistributive bias (many contemporary federations). This variance
too seems to be related to the vertical distribution of power in political systems. But
what explains why a government redistributes in one direction rather than another?
These empirical questions suggest a theoretical shortcoming in our understanding of
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the underlying factors that affect the initial balance between national and subna-
tional power at the time of state formation as well as the subsequent implications for
economic development. Despite a rich historical literature on the resolution of re-
gional bargains in particular national contexts, we do not have a very good set of
theoretical expectations as to what shapes the initial constitutional compromises that
create more or less powerful central governments across cases.2 The constitutional
political economy literature helps us think about these issues, but that work has
focused mostly on the stability and impact of constitutions once established rather
than the conditions leading to variations in their intergovernmental structure.
My ultimate aim is to draw on the constitutional political economy, comparative

federalism, and institutions literatures in order to explain why initial constitutional
arrangements develop as they do and how those institutions affect developmental
paths – particularly which level of government becomes the locus of economic policy,
the degree to which economic policy is regionally redistributive, and the direction of
that redistribution. I hypothesize that elite interests at the time of constitutional
negotiations are fundamentally informed by the heterogeneity of regional factor
endowments and have crucial implications for the vertical distribution of govern-
mental power and that the inequality of assets across regions establishes the level of
demand for inter-regional redistribution. These two factors subsequently interact
with the degree of intra-regional wealth concentration to determine the urban/rural
coalitions in favor of redistribution and whether redistribution goes to urban or rural
regions. I explore the argument empirically by analyzing the patterns of regional
asset concentration, the heterogeneity of regional factor endowments, constitution
creation, and modes of economic development in the early decades of the United
States, Argentina, and India.

1. Decentralized Governance, Constitutions, and Economic Development

The comparative political economy of decentralized governance has become a dy-
namic research area at the intersection of political science, economics, and public
policy. For decades, researchers have suggested that decentralized governance leads
subnational governments to compete with one another and check the power of the
national government. This competition supposedly ensures an efficient delivery of
public goods (Tiebout 1956), limits government intervention in the economy
(Brennan and Buchanan 1980), brings decision-making closer to citizens (Oates
1972), and encourages the emergence and maintenance of effective markets (Wein-
gast 1995). Recent research on nations such as Canada, Argentina, Brazil, Russia,
and India, however, tells a very different story.3 In these countries, decentralized
institutions can create incentives for subnational politicians to distort economic
policy with serious negative consequences for economic growth and/or long-term
development. Regardless of the pros or cons of any particular federation, it seems
quite clear that the shape and structure of federations has important implications for
the making (and breaking) of economic policy.
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Indeed, we see many empirical regularities that are intimately tied to the vertical
distribution of authority. Rodden and Wibbels (2002) show that where subnational
governments have significant taxing capacity, they internalize the fiscal costs of their
decisions and foster healthier macroeconomic management. Stepan (1999) suggests
that the degree to which regional interests are over-represented in the national policy
making process has an important impact on governments’ capacity to respond in a
timely manner to pressing policy challenges. More specifically, Sawers (1996), Gibson
et al. (2004), Lee and Oppenheimer (1999) show that the national over-representation
of rural interests in national legislative bodies results in a significant reallocation of
national tax revenue to sparsely populated regions. Bates (1981) shows the opposite to
be the case when regional interests are un- or under-represented in national policy-
making. There is no shortage of examples of the intergovernmental balance of power
having important policy impacts. In many of these cases, moreover, specific policy
outcomes are rooted in quite rigid features of the vertical distribution of authority, in
many cases as initially intended by constitutional designers. Thus, even if we recognize
Riker’s (1980) notion that even fundamental institutions (such as constitutions)
underpinning the game of politics are subject to constant pressure from losers, we have
good evidence that the vertical distribution and organization of governmental
authority: (a) has a regular impact on policy outcomes; and (b) is often very persistent
through time.
The persistence of such features of federations represents a serious challenge to

most attempts to explain contemporary cross-national and time-serial variation in
the relationship between decentralized governance and economic policy. In many
cases, key explanatory factors are historically rooted either in the foundings of these
nations or key moments of institutional innovation, and thus, the relevant inde-
pendent variables show little variation through time. Current research on decen-
tralized economic policy, for instance, focuses on the fiscal capacity of regional
governments (Rodden 2002), regional checks on the central government (Weingast
1995), and regional representation in the national policymaking process (Stepan
1999). Given constitutional obstacles to reforming such institutions, however, they
tend to change rarely (Riker 1964). Indeed, even if we take a broad sweep of
200 years of history, most nations have seen a relatively small number of funda-
mental alternations in the relative balance of power between central and regional
governments defined in Constitutions. In the U.S., for instance, one might identify
the Progressive Era and the Great Depression as defining moments for a generalized
shift toward a stronger central government. In Argentina, 160 years of checkered
constitutional history suggest that the 1890s and the 1930s were the only two periods
of significant alteration to the intergovernmental balance of power, despite waves of
authoritarianism throughout the middle two-thirds of the 20th century.
Given the persistence of these intergovernmental balances, it is perhaps surprising

that the literature on state formation provides less help in understanding the
emergence of such institutions than it might. Focused on the importance of revenue
collection (Levi 1988), military threats (Riker 1964; Tilly 1990), or geographic
endowments (Landes 1999), research has paid less attention to the role of regional
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economic and political interests in shaping the outlines of the state and its sub-
sequent capacity to foster development. Recent work on economic geography
(Krugman 1991; Ades and Glaeser 1995) provides a strong motivation for expecting
significant regional economic differentiation to be the norm. Such work helps explain
the emergence of ‘‘urban giants’’ and unbalanced growth that characterize early
phases of development in many nations around the world. That the case, there is
little comparative research that examines how such regional divergence might impact
the process of constitutional negotiation, subsequent intergovernmental policy de-
mands, and economic policy writ large.
Of course, many have noted the importance of coalitions at the time of constitution

formation, but rarely are those coalitions explicitly identified as regional or geo-
graphic in nature. And even in cases where the importance of decentralized politics is
noted, there is very little theorizing about when, why, and how it matters. Olson, for
instance, writes of the initial conditions likely to lead to democratic regimes that:

Even when there is a balance of power that keeps any one leader or group
from assuming total control of a large area or jurisdiction, the leader of
each group may be able to establish himself as an autocrat of a small do-
main. A dispersion of power and resources over a large area can result in
a set of small-scale autocracies but no democracy. If, however, the differ-
ent contending groups are scrambled together over a wide and well-delin-
eated domain, then small autocracies are not feasible.4

One can easily imagine that the decentralized politics vaguely referred to here
might have a strong impact not just on regime type, but also on the constraints that
the leaders of Olson’s ‘‘various groups’’ would seek to impose on a national gov-
ernment. Conditional on key features of rural economies, perhaps a coalition of
rural elites can join forces to negotiate a sharply constrained national government
that over-represents their interests through an institution such as a Senate and
produces pronounced redistribution from urban to rural areas. Alternatively, and
again conditional on key features of the economy and the distribution of regional
economic power, urban elites and masses might form a coalition that negotiates a
constitutional order that under-represents rural interests and fosters rural to urban
redistribution (here think of Bates’ characterization of import substitution indus-
trialization in Ghana).
In general, we can expect such regional factors to have an impact on constitutional

negotiations as they bear on (a) the set of policies pertaining to the central gov-
ernment; (b) the structure of the federal government; and (c) the process by which
subnational governments and the institutions of the federal government are
subsequently able to alter the intergovernmental distribution of competencies.5 As
Filippov et al. (2004) outline, these represent the key formal features of constitutions.
The process of negotiating divergent regional elite interests has bearing on how the
policy and institutional constraints on the center look in any particular case as well
as how binding the constraints are on renegotiating these fundamental features of
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constitutions. Where the interests of elites are far apart in a negotiating space, we can
expect them to pursue a tightly constrained center on all counts in order to jealously
guard their local prerogatives. What we know little about is the comparative factors
that are likely to influence the degree of geographically based conflict at the time of
constitutional negotiations.
Of course, there is considerable historical research on how specific regional debates

shaped these parameters at the time of constitution writing in cases like the U.S.,6

India (Brass 1990; Das and Choudhury 1990; Austin 1999), and Argentina (Ferns
1973; Rock 1987; Iaryczower et al. 2002; Gibson and Falleti 2004). In the U.S. case,
the small state/big state divide resulted in the Virginia compromise and the North/
South divide on the issue of slavery resulted in a Constitution that provided sig-
nificant formal constraints on the federal government, including the national divi-
sion of powers and the vertical division of authority via federalism, as well as an
implicit compromise on slavery. That this constrained federal government had dif-
ficulty providing some public goods such as infrastructure (Larson 2001) is the flip
side of the common notion that the vertical distribution of authority fostered state-
level economic innovation and competition while braking the capacity of the center
to engage in economic redistribution (North 1961). In India, on the other hand, the
relatively high level of convergence among regional elites produced a constitution
with a center less constrained by the fragmentation of authority and far stronger vis-
à-vis the states. One result was a significant redistribution of income from rural to
urban regions as the center subsidized industrialization (Nayar 1972). The impor-
tance of rich, historical accounts aside, however, little of this research is aimed at a
generalizable explanation as to why some central governments emerge from con-
stitutional negotiations quite powerful while others do not, nor how such variance
affects subsequent developments with regards to redistributive politics or economic
policy.
One research area that does help is that on ‘‘market-preserving’’ federalism

(Weingast 1995). Aimed at understanding the political foundations for economic
development, it suggests that markets flourish when subnational interests are
strong enough to check the arbitrary practices of central states. Aimed at under-
standing the political foundations for the rule of law and economic development,
that literature suggests that markets flourish when subnational interests become
strong enough to check the extractive impulses of leviathan-like governments. At
the same time, central governments must be strong enough to police the common
market and to credibly commit to not bailing out subnational governments (the
hard budget constraint condition for market-preserving federalism). Yet, the
market-preserving federalism literature tells us little about the conditions that lead
to various balances between national and regional interests. This paper seeks to
endogenize that balance – to explain why multi-tiered states develop as they do,
identify the key factors shaping the vertical distribution of governmental power at
the time of constitution writing or state formation, and examine the implications
for economic development.
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Also relevant is the specific literature on constitutions as commitment devices
(Hardin 1988, 1989; North and Weingast 1989; Elster 1995; Schofield 2000b;
Weingast 2003). One important insight from this research is the role of collective
action among the citizenry – particularly its importance in preventing the state from
behaving as a leviathan and violating the constitution. Typically, the coalitions that
negotiate the constitution are defined by their economic interests – commercial,
agrarian, industrial, etc. That these coalitions are often geographically defined is
often implicit, as is the notion that geographic coalitions (or the lack thereof) can
facilitate (or obstruct) collective action vis-à-vis the sovereign after the formation of
the constitution.7 Nevertheless, in most cases, constitutions are themselves taken as
given, with subsequent analysis focusing on how they evolve or the degree to which
they are successful or self-enforcing. Here, I draw on the insight that elite coalitions
have important implications for the design of constitutions, but seek to explain the
structure of constitutions themselves, particularly as they bear on the vertical dis-
tribution of authority across levels of government.

2. The Argument

My argument rests on the notion that elites at the time of constitution writing are
interested in attaining a political order that protects their interests. A number of less
interesting issues aside (such as governing technologies, geographic size, external
threats, national income, etc.),8 I hypothesize that the degree to which elites perceive
the prospective national government as threatening is conditioned by two factors: the
diversity of factor endowments across regions and the degree to which national wealth
is inequitably distributed across regions. By factor endowments, I mean the underlying
attributes (population, geography, soil, rainfall, temperature, etc.) that figure centrally
in the nature of economic production in a region.9 These factoral characteristics are
assumed to fundamentally inform the interests of elites. Thus, where factor endow-
ments foster a particular form of agriculture, commerce, or industry, I assume that
elites in such regions will seek to further and defend the interests of such agriculture,
commerce, or industry. This emphasis on factor endowments is not in any fundamental
way different from traditional political economy approaches, be they pluralist notions
of interest groups or Marxist notions of classes, which likewise assume a close asso-
ciation between modes of economic production and the political interests of elites.
What the focus on factor endowments does provide, however, is a means to spotlight
how and why geographically delimited regions within nations might or might not
conflict at a level sufficiently abstract to allow cross-national comparisons.
Beginning with fundamental factoral characteristics, the argument moves forward

in three stages. First, where the initial heterogeneity of regional factor endowments
in a nascent state is high, the regional elites negotiating constitutions are likely to
favor limited central powers in order to preclude central policy detrimental to their
interests. Second, where assets are concentrated in a small share of regions, the result
is likely to be an increased demand on the part of regional elites for regionally
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redistributive policy. Third, whether that redistribution flows from rural to urban
regions or the opposite, finally, depends on the degree of intra-regional inequality.
Where concentrated assets allow urban and rural elites to coordinate collective ac-
tion (thanks to a small number of elites in both sets of regions), one is likely to see
urban to rural redistribution in response to working classes. Where urban/rural elite
collective action is complicated by more equitable asset distributions, urban elites
and working classes are likely to form a coalition that extracts resources from rural
areas and redistributes to themselves. I argue that these factors together provide an
explanation for the mode of economic development, which I define as: a) the primary
level of government (central or regional) that makes economic policy; b) the degree
of inter-regional redistribution by national policy; and c) whether redistribution goes
from rural to urban regions or vice versa. Figure 1 presents the argument graphi-
cally. Below I flesh out the logic underpinning the argument.
It is widely assumed that elite interests can be derived from their economic posi-

tion. In many cases, elite interests are fundamentally informed by factor endow-
ments, understood as the underlying economic characteristics (population, land,
labor, etc.) that inform production. While one set of factors might favor plantation
agriculture, others favor small-holder agriculture, while yet others favor commercial
activity. Recent research (Acemoglu et al. 2000; Sokoloff and Engerman 2000) has
underscored the role of factor endowments in shaping levels of inequality, the
protection of property rights, and development across countries. Though it is
obviously the case that factor endowments often vary within nations, less research
has focused on the impact of that variation (though see Engerman and Sokoloff
2001). In the simplest case, the result of distinct regional factor endowments is likely
to be an urban core versus rural periphery dynamic, but one can easily imagine a
situation where there is substantial heterogeneity of interests among urban elites
(financial centers versus industrial centers) or rural elites (small holder agriculture
versus plantation agriculture) within a prospective nation.

Figure 1. Decentralized Governance, Constitutions, and Economic Development. Note: The mode of

economic development is defined as: (a) the primary level of government that makes economic policy;

(b) the degree of regional redistribution by national policy; (c) whether redistribution goes from rural

to urban regions or vice versa.
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Given some level of diverse interests among elites, each geographically coherent set
of interests will be wary of the impending central government’s capacity to generate
and implement policy inconsistent with their interests. For example, while agricul-
tural regions might be in favor of loosening the money supply in order to de facto
lessen the value of their debt and make their products more competitive interna-
tionally, such a policy will be opposed by financial centers for whom inflation erodes
the value of their assets. Indeed, a version of this conflict was central to constitu-
tional negotiations in the United States. Where regional leaders depend on divergent
economic bases, concern that any single or coalition of regions will dominate na-
tional politics and make policy to its own benefit will lead regional elites to lobby for
constraints on the central government. Such constraints can include federalism,
strong regional representation in national policymaking (through powerful national
Senates, for instance), super-majority legislative requirements, bicameral legislatures,
presidential veto authority, and residual powers being assigned to subnational
governments. In all cases, these innovations represent obstacles to central gover-
nance via majority rule and maximize the decentralized policy tools available to
regional elites. On the other hand, where regional economies are similar in structure,
regional elites have less reason to be skeptical of a strong central state and are less
likely to institutionally constraints its power.10 A strong center in such a case is less
likely to formulate policy that fundamentally assaults their well-being than in a
society where elite interests are diverse.
If the heterogeneity of factor endowments is important in shaping the strength of

emergent central governments, the degree to which national wealth is unevenly
distributed across regions has further implications for both constraints on the cen-
ter and early regional demands for redistribution. Where national wealth is mal-
distributed, the elites in the plurality of poor regions (the periphery) have reason to
fear the hegemonic impulses of elites in the wealthy center(s), particularly if the core
has superior numbers in terms of population that could result in capture of the
central government in direct election. From the point of view of a coalition of elites
from poor regions, a decentralized constitutional order with significant subnational
veto points of national policy provides a means to check the capacity of the core
region/s to capture the center and govern to its advantage.
Equally important, decentralized constitutional arrangements can enhance the

capacity of elites in poor regions to use their superior numbers in the national
legislature (assuming over-representation is a crucial innovation to protect their
interests) to leverage redistribution from wealthy regions to themselves. The intuition
here is similar to that found in Meltzer and Richard (1981), who argue that the pre-
tax demand for inter-personal redistribution will reflect the distance between the
median and mean levels of income in a society. Built on the preferences of the
median voter, the logic easily extends to a situation in which region elites (or regions
themselves) each ‘‘vote’’ on the Constitution. Given a society in which the regional
median income is substantially below the regional mean (in other words, a society in
which regional income is distributed very unequally), elites in the periphery are likely
to push for a combination of decentralized politics that institutionalizes their voices
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with national economic policy that redistributes income in their favor. Such policy
can include centralized taxation with redistribution headed in the direction of poor
regions, trade or exchange rate policy that advances peripheral interests at the ex-
pense of the core, financial sector policies that funnel capital inordinately to poor
regions, etc. To rely instead on decentralized taxation without redistribution would
exacerbate inequities as the small number of regional economic powers is able to
provide more public goods, crowd in investment, and benefit from agglomeration
effects. Such demands, of course, have to be balanced against the contrary interests
of core elites, but the expectation remains the same: as inter-regional inequality
climbs, economic policy will be more regionally redistributive.
Given their impact on foundational state institutions, the combination of factor

heterogeneity and inter-regional inequality are likely to have an important impact on
subsequent economic policies. The constraints on the central government formalized
in the constitution impact its capacity to intervene in the economy. At moderate
levels of constraint, the central government will have the strength to police the
common market, but most development policies will remain in the hands of regional
elites. The net result should be experimental, region-specific development strategies.
Where there are sharp limits on the central state, economic policy is likely to be very
decentralized. At the extreme, however, the constraints on the center’s scope of
activity can be so sharp that it becomes unable to provide very basic public goods
such as the policing of the common market. In this sense, Przeworski’s (1991) sug-
gestion that all successful constitutions lower the stakes of politics is probably
incorrect. In some cases, constitutions are so center-constraining that they make the
stakes of national politics too low. Absent some minimal level of resources and
authority, the center is unlikely to elicit either regional compliance or generate re-
gional competition for its control. The result is likely to be the under-provision of
public goods, internecine regional conflict, and constitutional crisis. In this sense, the
failure of the Articles of Confederation to provide sufficient national funding for
national and internal security (Cain and Dougherty 1999) mirror the first 45 years of
Argentina’s constitutional history. Of course, where the central state has few con-
straints and decentralized governments have limited input in national policymaking,
the opposite dynamic will hold – the central government will be heavily involved in
directing the economy with all of the potential problems associated with opportu-
nistic behavior on the part of the national government. At the extreme, the result is
central planning.
The distribution of wealth across regions, on the other hand, influences the degree

to which there are regional demands for redistribution. In some cases, such demands
are formalized in constitutions. For instance, the Indian constitution identifies social
and economic justice, equality of status (as well as opportunity), and various other
inherently redistributive aims in its preamble, and the German constitution requires
that there be equality of living standards across its states. Figure 2 presents four
possible combinations of factor heterogeneity and cross-regional inequality. Where
factor endowments are similar and the regional distribution of wealth is equitable,
one is likely to see elites negotiating in favor of a strong central state that engages in
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little regional redistribution (though it may engage in significant inter-personal
redistribution). Where similar factor endowments combine with high levels of inter-
regional inequality, elite negotiations are likely to result in a strong central gov-
ernment subject to intense regional distributive conflicts. India would seem to fall in
this category. On the other hand, when regional factor endowments are heteroge-
neous, the result of elite negotiations is likely to be a highly constrained center that is
subject to intense redistributive conflicts when inter-regional inequality is high and
weak or no redistributive demands when inequality is low. The first century of the
United States seems to reflect the latter condition, while Argentina represents the
former. As described in greater detail below, this approach to the issue of central-
ization and redistribution seems to provide a reasonably strong approximation of
constitutional developments in Argentina, India, and the U.S.
Finally, given some level of demand for inter-regional redistribution, whether the

redistribution goes from urban to rural regions or vice versa will be a function of the
regional coalition-building made possible by varying degrees of intra-regional asset
inequality. Most important in this regard is the distribution of income within urban
and rural regions. When assets are concentrated in both sets of regions, it becomes
quite easy for urban and rural elites to form a coalition and coordinate collective
action in response to the masses. While stark urban inequities are associated with
significant class conflict, rural inequities are commonly associated with clientelism
and stability. Given the fact that rural, oligarchic elites tend to be over-represented in
decentralized constitutional contexts, that they control significant shares of the vote
via patronage, and have interests fundamentally opposed to those of the urban
working class, urban elites are likely to find in them a ‘‘cheap’’ coalition partner.
Redistribution in the form of centralized tax-transfer systems that subsidize rural
constituencies are a likely policy means to send resources to rural elites in order to
finance rural patronage machines that can deliver the vote, slow rural to urban
migration, and maintain the status quo.11 Historically, we can see such a dynamic in
cases as diverse as Germany’s marriage of iron and rye and contemporary politics in
Brazil (Stepan 1999) and Argentina (Sawers 1996).
On the other hand, when a more equitable distribution of assets characterizes

urban areas, elite-worker coalitions are likely to form in favor of rural to urban
redistribution. Because urban class conflict is likely to be muted in such contexts,

Figure 2. The Interaction Between Factor Endowments and Regional Distribution of Wealth Factor

Endowments. Note: Redistribution here refers to inter-regional, not inter-personal, redistribution.
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urban elites will see little need to pursue urban-rural coalitions. Indeed, if rural asset
distribution is quite equitable (i.e. small-holder agriculture), the proliferation of rural
actors represents a serious obstacle to collective action and make a rural/urban elite
coalition nearly impossible. As such, low levels of urban inequality combined with
low rural inequality should yield a national policy that is redistributive in favor of
urban areas. In such cases, the development strategy is likely to mirror notions of
import-substitution industrialization whereby high taxes on agricultural production
subsidize urban industrialization and consumption (Bates 1981). As Figure 3 sug-
gests, additional combinations of intra-regional inequality offer less clear predic-
tions, with central government economic policy attempting to balance conflicting
regional demands for redistribution with a mixed bag of policies.
Given the broadly comparative nature of this argument, my theoretical account

is by necessity quite abstract and, therefore, brackets a number of important
complexities. First, the emphasis on the importance of founding bargains is not
intended to suggest that constitutions do not evolve or that their key features are
not subject to contestation and renegotiation. To the contrary, work on consti-
tutional political economy (and political economy more broadly) has emphasized a
number of important matters that shape the evolution of constitutions including
the independence and strength of judiciaries (Sbragia 1996), the development and
evolution of party systems (Fillipov et al. 2004), the outcome of critical elections
(Schofield 2000), and the like. All of these, of course, do matter. Yet, while most of
the constitutional political economy literature has sought to explain the dynamic
features of constitutions (how they change), I try to explain their founding features
and how they shape subsequent redistributive politics. Second, while my theoretical
account is already complex, it seems almost certain that three variables emphasized
here – the vertical distribution of authority, regional demands for redistribution,
and intra-regional inequality – are interdependent in their impact on economic
development. For instance, how much regional redistribution actually goes on and
the precise policies through which it takes place is likely a function of the ways in
which the three factors combine in any single case. Third, the approach presented
here disregards the fact that there are often economic diversities within regions –
that factoral endowments vary within a single state. In the U.S., for instance, there

Figure 3. Intra-Regional Inequality, the Urban/Rural Divide, and Regional Redistribution Urban

Inequality.
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was often a conflict within coastal states between commercial interests on the
coasts and farmers in the interior. That the case, it is nevertheless typically possible
to find a dominant economic interest in most regions at the time of constitutional
negotiations. Where it is not, predicting the likely outcome of distributive conflicts
is certain to be more complicated than my simplifying characterizations suggest.
Fourth, and most importantly, the emphasis on factor endowments might lead one
to believe that the argument is economically deterministic and understates the role
of individual actors and incentives. That is not my intent. Indeed, even a cursory
reading of any single nation’s constitutional negotiations makes it clear that these
are periods of tremendous uncertainty when a single skillful individual can have a
tremendous impact on outcomes. As we know, however, the skill of particular
individuals resists theorizing. The goal here is to provide a general set of com-
parative principles that we can expect to influence the interests of elites at the time
of constitutional negotiation and in the years thereafter. To that end, the argument
and predictions outlined above should be understood as probabilistic rather than
mechanistic.

3. Constitutional Politics and Redistribution in the U.S., Argentina, and India

I explore the usefulness of this framework using a historical analysis of the processes
of constitution writing and early decades of economic development in the U.S.,
Argentina, and India. A number of factors suggest these three cases, but most
importantly, they vary significantly on the key explanatory variables. While
Argentina showed a high degree of cross-regional economic inequality and very
diverse factor endowments at the time of constitution writing, the U.S. showed
slightly less factoral heterogeneity and a great deal of inter-regional balance in the
distribution of wealth. India, at the other extreme from Argentina, evinces relatively
homogenous factor endowments across regions and high levels of inter-regional
inequality. The result was a profoundly constraining constitution in the Argentine
case, where the central state was very weak throughout its early history, and there
was strong demand for redistribution from Buenos Aires to the rest of the prov-
inces.12 In the U.S., on the other hand, the moderate initial level of regional conflict
resulted in a Constitution that provided a number of powers for the central gov-
ernment while reserving residual powers for the states. The relatively equitable dis-
tribution of national income between the North and the South, moreover, produced
fewer demands for inter-regional redistribution. India at the time of independence
had relatively few regionally based disagreements and nearly all of the all-India elite
shared a common nationalist vision of the Indian state-in-the-making (Narain 1988).
The result was an empowered center with comparatively few constitutional con-
straints.13 The regionally skewed distribution of national income, moreover, seems
to have resulted in strong demands for equity-oriented national policy and an activist
role for the center in the economy.
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3.1. Argentina

At the time Argentina’s 1853 Constitution was written,14 the nation had a highly
diversified economic structure. The poor, tropical north contrasted sharply with the
wealthy commercial center of Buenos Aires. The high planes of the western states
supported a small-holder agriculture that contrasted with the huge holdings in the
agriculturally rich pampas. In the southern states, poor soil and scant populations
supported little more than sheep herding. Upon these purely productive divisions lay
those over the population and economic size of provinces, with the conflict between
Buenos Aires and the interior provinces playing a particularly central role in the
formation of the nation (though significant conflict remained among interior prov-
inces themselves). Buenos Aires, for instance, held one-quarter of the nation’s
population and about half of its wealth (Rock 2002: 22). One result of these sig-
nificant factoral differences is that regional elites had been skeptical of a strong
central authority since the independence of Argentina in 1810 (Scobie 1971). The
difficulty of negotiating those differences contributed to a quarter of a century of
regionally based violence as elites broke down into two broad camps – the federalists
and unitarians. Unitarians were in favor of a stronger central government, though it
was commonly understood that this would imply the dominance of that government
by Buenos Aires. Federalists, on the other hand, favored provincial autonomy and a
sharply constrained national authority (if any at all). That the constitution resulted
in part from the victory of the federalists over the unitarians gave further impetus to
already strong centrifugal pressures.15 The resulting constitution fragmented na-
tional authority through a federal system of government (Articles 1 and 5), sepa-
ration of the executive, legislative, and judicial branches (Articles 67, 69, 70, etc.),
and a bicameral legislature which over-represented rural interests in a powerful,
oligarchic Senate (Articles 44–84).16 The constitution also established that residual
powers would remain with the provinces. To accompany these tight institutional
constraints, the center was provided relatively few policy levers to provide public
goods. Its capacity to tax, for instance, was limited almost exclusively to duties on
trade (Article 4), since direct taxes were politically impossible to pass through the
national legislature in a context of fragmented provincial interests.
The result was a central government that played a minimal role in the direction of

development policies. Iaryczower et al. (2002) summarize the spirit of the constitu-
tion as indicative that ‘‘government in general was conceived as a neutral factor
which could not and should not undertake economic and social tasks that, with the
exemption of education, could best be left to private initiative and organization.’’17

Given the sharp constraints, it should not be surprising that the center faced
numerous uprisings and had a difficult time regulating provincial debt, eliminating
inter-provincial trade barriers, and disarming provincial armies, etc. Indeed, a war
with Paraguay aside, the nation experienced two major rebellions and revolutionary
uprisings in 1874, 1880, 1890, and 1893. It is worth noting that the one centralizing
feature of the constitution (often used to suggest that it was a centralized document)
– the capacity of the central government to intervene in a province’s territory (Article
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6) – was intended to secure the geographic integrity of the sharply divided nation and
its use was fairly constrained (Article 23).18 Only later – after the centralization of
taxing power in 1891 (see below) but particularly after 1916 – did Article 6 develop
into a tool to intervene in run-of-the-mill provincial politics. For instance, only 4 of
the 33 interventions between 1880 and 1910 occurred before the centralization of
taxation in 1891 (Botana 1998: p. 134). Indeed, the strongly decentralized balance
of intergovernmental power is often cited as one of the chief contributors to the
nation’s phenomenal growth (mostly agriculturally based in the province of Buenos
Aires) in the second half of the 19th century.
Given the extremely sharp mal-distribution of national income between Buenos

Aires and the rest of the provinces, however, it should not be surprising that the
sharply constrained central authority was quickly consumed with demands for
regional redistribution. Rock (1985) captures this dynamic well when he writes of the
initial conflicts between the wealthy core and the poor provinces that:

‘‘[The] cycle of events encapsulated the provinces’ plight for the next forty
years: the provinces wanted freedom from Buenos Aires, but once free
their economic needs swiftly drew them back into relations. Complete local
autonomy induced commercial isolation, which only condemned the prov-
inces to continuing decline.’’19

Indeed, a condition for the province of Buenos Aires formal entry to the union was
large monthly subsidies to the other provinces (Gibson and Falleti 2004: 241). By
1862, additional regional demands resulted in the federal assumption of confeder-
ation debts (note that the same thing happened in the U.S. after the war of inde-
pendence). Moreover, the tax system written into the Constitution (which did not
foresee intergovernmental transfers) was subject to constant pressure from poorer
provinces. Using extensive borrowing privileges and leaning on the good credit of the
nation, the provinces borrowed extensively throughout the 1870s and 1880s on
foreign credit markets (Rock 1987; Terry 1912). When the inevitable debt crisis hit in
1890, the highly decentralized logic of the Argentine political system combined with
significant income polarization between Buenos Aires and the provinces resulted in
yet another bailout of provincial governments. In return for the bailout, provincial
governors agreed to cede the power of direct taxation to the central government,
which resulted in the imposition of national consumption taxes and the development
of a national tax-transfer scheme whereby the central government collected taxes and
transferred some portion of the revenue to provincial governments. This change, one
of the turning points of Argentina’s federal history, represented a complicating of the
traditional conflict between the hegemonic province of Buenos Aires and the rest of
the provinces with a conflict that now involved a newly empowered central gov-
ernment that became the locus for provincial rent-seeking. The outline of this
intergovernmental fiscal system and its resulting sharp distributional conflicts haunts
Argentina to this day. Indeed, the conflicts which gave rise to the system and the
resulting intergovernmental jockeying for central resources reflect the sharp
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disjuncture between the constraining political logic written into the Argentine con-
stitution and the economic dynamism of its hegemonic province.
That the redistributive impact of this tax-transfer system was to send resources

from the core region of Buenos Aires to the rural periphery is a function of the
political coalitions that naturally followed from the distribution of income within the
core and peripheral provinces. The initial development of small-scale industry
(closely tied to agricultural interests in Buenos Aires province) in the later quarter of
the 19th century coincided with an immigration boom that brought a strong element
of anarcho-syndicalism to the emergent working class in the cities of Buenos Aires
and Cordoba. Under increased pressure for expanding the suffrage and radicaliza-
tion among some elements of workers, urban elites found a nature ally in rural elites
from the interior provinces. In most such provinces, land was mal-distributed and
provincial politics were characterized by oligarchic rule. Lacoste (1990: 84) provides
the example of Mendoza, where ‘‘the members of 20 families held 91.66% of the
governorships, 51% of the ministers, 44.4% of the provincial senators, 51.7% of the
national deputies, 61.5% of the constituent conventioneers, 27.9% of the provincial
legislators and 38.4% of the mayors.’’20 The small number of actors made collective
action easy, and their tight control over their provinces meant that they could be
‘‘bought’’ relatively cheaply. Given that the decentralized constitutional order over-
represented rural interests, that a limited franchise even further augmented the voice
of rural elites, and an electoral system that relied on a network of local party bosses,
the cost of the coalition was a subsidy to rural elites who could use the resources to
maintain patronage machines and help preserve the existing national order in the
face of nascent organization among the middle and working classes. The strength of
rural interests is evident in the fact that a coalition of nine interior provinces sup-
ported the winning presidential candidate in the electoral college in every election
between 1880 and 1910 (Botana 1998: 97). The broad outlines of this dynamic are
very present in contemporary Argentina, and I suspect they were influential even
during the post-World War II era of import-substitution industrialization when
standard historical accounts tell us that policy had a strong urban bias.21 In the end,
the political logic that established the Argentine constitution repeatedly conflicted
with the economic dominance of the province of Buenos Aires. Tightly bound and
wed to the interests of interior provinces, the national government was insufficiently
flexible to address an economic dynamic that only accentuated the hegemony of
Buenos Aires over the medium and long term. Ultimately, it was this inflexibility
borne of the strongly decentralizing logic of the constitution that resulted in con-
stitutional failure, the centralization of authority across waves of authoritarianism,
and the current reputation of Argentina as a notably centralized federation.

3.2. The U.S.

Turning to the U.S., factoral divisions broke along two lines: between the North and
the South and between high population and low population states. While the south
lent itself to plantation agriculture, the temperate north resulted in a combination of
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small-holder agriculture and the emergence of powerful commercial and financial
interests. In the Northeast, an extensive river system contributed to the rise of
commercial interests that integrated coastal and interior areas and provided much of
capital that spurred the region’s development as a financial center. Indeed, as early as
1770, farmers represented less than 50% of the population in the Northeast (Jones
1977) while large landholders dominated the economies of the South. Given the
particular nature of these divergent modes of production, Wood’s classic account of
the political underpinnings of constitutional negotiation is not surprising. He writes
that ‘‘Whatever the particular constituency of the antagonists may have been, men in
1787–1788 talked as if they were representing distinct and opposing social elements...
The quarrel was fundamentally one between aristocracy and democracy.’’22 While
the South’s economic underpinnings led to an aristocratic outlook, the North’s
diverse and more equitable economy contributed to a more democratic outlook.
Indeed, records of constitutional debate suggest that Madison himself recognized the
importance of something akin to factor endowments when they note that he ‘‘con-
tended that the States were divided into different interests not by their size, but by
other circumstances; the most material of which resulted partly from climate, but
principally from the effects of their having or not having slaves.’’23 That climate itself
was central to the prosperity of the slave economy, and hence the very existence of
slaves in the South, only underscores the importance of factor endowments.24 Upon
this underlying economic conflict lay the factoral division between small and large
population states. In constitutional negotiations, representatives from large states
preferred the Virginia (or Randolph) Plan which would have created two bodies
within the legislature, but representation would have been based on population. In
contrast, elites from small states preferred the New Jersey (or Paterson) Plan which
would have created a single bodied legislature with all states receiving equal repre-
sentation therein. The net result of elites negotiating in the context of these two
overarching divisions was a tightly constrained central government and one where
Madison’s Federalist 10 solution to the heterogeneity of regional interests was, of
course, to combine popular (but still geographically-based) representation with a
strong state-based Senate and federalism (Article 1). Constitutional negotiators
further constrained the center by dividing the legislative, executive, and judicial
branches of government (Articles 1–3). The constitutional compromise addressed the
concerns of small states by significantly over-representing them in the Senate (Article
2). Southern concerns over the security of their slave-based economy in the new
union were further protected by the three-fifths clause that notably increased the
representation of Southern states in the House of Representatives and implicit
agreements regarding sectional balance. It is worth noting that the issue of slavery
solidified the constitutional status quo to the degree that the unspoken compromise
over the balance between northern and southern states precluded a majority coali-
tion from capturing the center and thereby altering the vertical distribution of power
established in the Constitution. When combined with a veto-yielding, popularly
elected President, the net result was a constrained national government that none-
theless retained important areas of policy, thus allowing it to provide key public
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goods such as, defense, the mail, and increase the scale of the internal market.25

Despite a number of constitutional similarities, that the conflicts at the time of
constitution-writing in Argentina and the U.S. were sharper in the former case is
borne out by the facts that federalists in Argentina for decades fought for the total
absence of central authority and the U.S. central government had considerably more
economic resources (most notably broader tax authority and significant public lands)
than its Argentine counterpart.
As a result of these formal constraints on the central government, it played a

relatively minor role in the formulation of development policy in the U.S.’ early
decades. In contrast to today, there was no national income tax nor even a national
bank explicitly designed to conduct monetary policy. And while the Constitution
prohibited states from throwing up inter-state obstacles to trade and commerce and
empowered the national government to police the common market (Articles 1.8–
1.10), the national government was so constrained that it had a hard time fostering
the development (as opposed to defense) of the common markets. As Larsen (2001)
notes, internal institutional constraints and conflicting state-based interests pre-
vented the national government from collecting the revenue necessary to invest in
national infrastructure projects, and even when such funds were available, the center
was unable to impose on particularistic local interests a coherent vision of an inte-
grated road, river, and later railroad infrastructure that would have quickened the
development of the domestic market. Similar dynamics were present in debates over
the banking system, monetary policy, and commercial policy (particularly as it bore
on tariffs). Nevertheless, the national government’s access to trade taxes and revenue
generated from western land did ensure that it had the fiscal wherewithal to police
and enforce the common market. These factors combined with high levels of pop-
ulation movement across state boundaries to generate a competitive and decen-
tralized approach to economic development that many scholars have emphasized as
central to the U.S.’ rapid process of economic development (North 1961).26 As
Wallis and Weingast note ‘‘In the antebellum era, American states actively promoted
economic development, pouring huge resources into large-scale internal improve-
ments, such as canals, banks and, later, railroads. Indeed, during this period their
financial efforts were an order of magnitude larger than the federal government’s.’’27

Clearly, state governments, not the national one, were the engines of development.
If the early U.S. central government is notable for being somewhat less constrained

than its Argentine counterpart, it is also the case that the distinct factor endowments
that drove economic development in the North and South resulted in levels of inter-
regional incomes that were much more equitable than in the Argentine case.28

Indeed, using Jones’ (1977) data on net worth and population for 1774, the North
and South have almost identical per capita net worths.29 As a result, state demands
for redistribution were muted, particularly when compared with the Argentine case.
Indeed, the Constitution explicitly prohibited redistribution through taxation, stat-
ing that ‘‘...all duties, imposts and excises shall be uniform throughout the United
States’’ (Article 1.8) and that ‘‘No...direct tax shall be laid, unless in proportion to
the census’’ (Article 1.9). Even commercial policy was proscribed from having
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distributional implications across the states. Article 1.9 of the Constitution states
that ‘‘No Preference shall be given by any Regulation of Commerce or Revenue to
the Ports of one State over those of another.’’ Indeed, despite occasional demands
for federal debt relief that de facto would have represented a net transfer of resources
from some states to others, such efforts went nowhere (Wibbels 2003). The net result
was a process of economic development defined by state-level responses to local
conditions (North 1961; Wallis 2002), a central government strong enough to protect
the common market (if not strong enough to foster its development with transpor-
tation investments), and very little redistribution among regional economies. This
lack of central redistribution obviates the need to analyze whether the flow of
redistribution went from urban to rural areas or vice versa, though it is worth noting
that as the central government accrued increasing taxation and regulatory power, the
over-representation of rural interests in the Senate predisposed national policy to
redistribute in favor of rural states.

3.3. India

India at the time of independence displays a relatively homogeneous regional dis-
tribution of economic activity. Income from primary services such as agriculture,
pasture, and fishing contributed between 55% and 77% of income for all of the
provinces of British (undivided) India in 1949. In only one case (Bombay) did
industry’s share of state output exceed one-quarter, and in only one other (Madras)
did commercial activity exceed 20% of state income.30 Moreover, in excess of 70%
of the population was in rural areas. Though it is dangerous to extrapolate from the
present to the past, Map 1 shows the prevalence of primary production at the district
level across the Indian states in 1991. More than 40 years after the writing of the
Constitution, few states show pronounced bands of production outside of the pri-
mary sector. Consistent with the relatively high degree of regional economic cohe-
sion at the time of India’s birth as an independent nation, we should not be surprised
that the constitution was a center-empowering document. Indeed, many observers of
the process of constitution writing suggested that the most important characteristic
of the document was that it tilted heavily in favor of the federal government at the
expense of the constituent states (Griffiths 1952). This centralizing bent is evident in
several key features of the Constitution: its distribution of fiscal power in favor of the
national government and explicit directions with regards to revenue sharing with
state governments (Articles 268–75); prohibition against state borrowing in the ab-
sence of central government approval (Article 293); the weakness of the Senate; the
phenomenon of all-India services (Article 312) whereby the national parliament
could assume functional responsibilities laid out for the states if it was in the
‘‘national interest’’ to do so; and most clearly in the emergency powers of the
president (Article 352) to intervene and depose state governments under vague cir-
cumstances such as to protect against ‘‘internal disturbance’’ (Article 355). That the
Constitution defines state governors as agents of the central government (Article
248) speaks volumes to the degree to which it was a much more centralized founding
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document than in either the Argentine or U.S. case. State governments were not
powerless – the simple fact that the Constitution defines the nation as federal (Article
1) suggests that the creation of a unitary state was not possible, and the document (at
least nominally) encharges state governments with the responsibility for infrastruc-
ture and education. Indeed a number of other factors, and the decentralized nature
of the Congress party in particular, served to constrain the power of the center and
augment the influence of state and local leaders (Weiner 1967). And of course other
divisions, particularly those along princely, religious, and caste lines, were (and in the
latter two cases remain) important to Indian politics. Far from working to focus
elites on the advantages of a more decentralized political order, however, these
factors fueled concern for ‘‘the outstanding problem of national integration’’ and
arguments on the importance of a strong central government to constrain centrifugal
pressures in the nascent nation.31

Given the comparatively few constraints on the central government and its
extensive functional responsibilities as negotiated in the Constitutional Assembly, it
should come as no surprise that it became the locus for economic decision making.
Unlike the Argentine and U.S. cases, where the initial decades of development policy
were largely driven by regional governments, in India the central government was

Map 1. Workers in Primary Sector in India. Source: mapsofindia.com.
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seen by many as an engine of development. Indeed, one of the key economists in the
design of India’s early Five Year Plans wrote that:

The public sector must be expanded rapidly and relatively faster than the
private sector for steady advance to a socialist pattern of economy. In or-
der to make available large capital resources for investment of the Plan,
Government will be prepared the enter into such activities as banking,
insurance, foreign trade or internal trade in selected commodities.32

‘‘Government’’ in this case refers to the national government, and the quote
underscores the degree to which the central state was to play a key role in devel-
opment policy. Institutionally representative of centralized policy making was the
Planning Commission, whose job it was to ensure that all citizens had the right to an
adequate means of livelihood, that the distribution of resources served the common
good, and that the operation of the economy did not result in inequality ‘‘to the
common detriment’’. Empowered to regulate broad swaths of the economy, the
Commission’s role and its oft-discussed Five Year Plans, (Government of India,
Various years) was defined in terms that emphasized the role of national policy in
overseeing and directing overall welfare (Nayar 1972). As Sinha (2004) summarizes
of the entire period from independence until the market reforms that began in 1991,
‘‘...industry and anything related to industrialization were under the center’s
supervision and through a detailed licensing framework it regulated investment by
private firms. Central government approval was required for all large private sector
projects as well as for foreign investment proposals.’’33 Indeed, so strong was the role
of the center in economic policy making that it decided the precise location for new
industrial investments.
Given the inter-regional distribution of economic power in India, it is not sur-

prising that the center’s policies had a strong redistribute bent to them. Despite an
economy overwhelming oriented to agricultural production, the level of inter-re-
gional inequality in India was quite high (Clark and Wolcott 2002). Bombay and the
undivided central provinces had per capita incomes more than twice those in Bihar
and West Bengal and about 50% higher than the remaining states.34 In large part,
this reflected sharply divergent levels of agricultural productivity. The combination
of political centralization with sharp inter-state inequality had a predictable impact
on both the Constitution and economic policy. The Constitution enshrined equal-
izing redistribution in Article 38 which states that ‘‘The State shall, in particular,
strive to minimize the inequalities in income, and endeavor to eliminate inequalities
in status, facilities and opportunities, not only amongst individuals but also amongst
groups of people residing in different areas or engaged in different vocations.’’ That
the center’s involvement was to be redistributive across the states followed from
significant cross-regional inequality. One key implication of these combined char-
acteristics is that the states themselves came to see the center as the very core of a
distributive political game. Weiner (1963) explains that ‘‘Indians states direct so
many demands towards the center...that they recognize a central authority with
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which they must bargain...in India, states are not trying to prevent central inter-
vention in state affairs (as in the mid-19th century United States) but rather are eager
to encourage greater central participation in state development through infusion of
central government funds.’’ These demands for redistribution created and fostered a
redistributive approach to national policy on the part of the Planning Commission.
As Nayar notes, the Commission defined its planning goals in the following terms:

A major assumption which makes democratic planning real is confidence
in the community that the national plan aims at achieving a social order in
which economic disparities will be greatly reduced and an equal opportu-
nity afforded to all; that no privilege, no interest is sought to be sustained,
even for a period, except in the degree in which it fulfils a larger social
purpose.35

To this end, taxation was a largely centralized affair, the states were reliant on
intergovernmental tax transfers, and the national government played a prominent
role in regulating the private sectors across state boundaries. Of course, significant
state-based bargaining did take place within key national policy making institutions,
such as the Parliament, Planning Commission, and Finance Commission, and state
governments did over time increase both their payrolls and development expendi-
tures (Brass 1982). Nevertheless, the locus of decision making was the central gov-
ernment and policy was made with the nominal aim of addressing inequalities.
In contrast to Argentina, however, the flow of redistribution went from rural to

urban areas rather than the other way around. Given the distribution of intra-
regional inequality and particularly the heterogeneity of landholding patterns
within rural states, it is not surprising that urban and rural elites failed to coalesce
as a force. As Banerjee and Iyer (2002) note, the pattern of landholding across
India’s states varies significantly from landlord-based to small-holder based to
village-based, depending on the variety of colonial institutions set up by the
British. The lack of a coherent landowning class made any potential collective
action between urban and rural elites difficult. At the same time, the inequities
within urban areas were less sharp than in a case like Argentina, thus creating less
potential for an urban/rural coalition than in Argentina. The result was a set of
policies in India’s initial decades that redistributed significant resources from rural
to urban states in an attempt to jumpstart industrialization. National investments
in the economy (achieved under the five year plans) overwhelmingly benefited
urban interests to the degree that they emphasized the importance of industriali-
zation. For instance, while 11.8% of the second five year plan went to agriculture
(comprising 70% of the population), manufacturing and related activities received
about 42% (Nayar 1972: 55).36 This pattern continued throughout the 1960s and
1970s. The net result was a redistribution of national income from rural to urban
areas. Only in recent decades with the slow move toward political and partisan
decentralization along with a shift toward marketization has the key role of central
redistribution been on the decline.37
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4. Discussion and Conclusion

Of course, some features of the process of constitutional negotiation and redistrib-
utive politics in these three nations were both idiosyncratic and important. It is key,
for instance, to recognize the importance of the anti-colonial struggle in India, and
the degree to which it fueled both the unity of the Congress party and the desire of
the party to fuse political power at the time of constitutional negotiations. Likewise,
it is difficult to understand the evolution of the Argentine Constitution and inter-
provincial redistributive demands without appreciating the political instability and
violence that marked the first four post-Constitution decades. And in the U.S.,
slavery, the frontier, and the interaction between the two played important roles in
the negotiation and subsequent evolution of the initial constitutional bargain. On
one hand, agreements over sectional balance and the three-fifths clause served to
cement the balance between the North and South in the short- to medium-term. Yet,
while the frontier promoted competition among the states and, thus, limited
demands for central redistribution, it also made sectional balance impossible to
maintain in the long run. Of course, even in this case, it would seem that factor
endowments played a crucial role in motivating the civil war, for sectional balance
became increasingly difficult with westward expansion as slavery became less and less
economically viable in states as the country spread westward. Nevertheless, these are
important features of the U.S., Indian, and Argentine constitutional histories that
lay largely outside of the framework developed here. Of course, the closer one gets to
the details of a particular case, they less comparable cases seem. My goal has been to
focus on underlying factors that are comparable at the expense of the particularities,
important though they may be.
Yet in some ways, the strategic choices that make each case unique also present

interesting counterfactuals that help illuminate the theoretical framework outlined
here. In India, for instance, the long and difficult negotiations over the consolidation
and integration of princely states into the larger Indian nation has been grist for the
mill of many studies. What is clear from that research is that the territorial integrity
of what we today refer to today as India was not a given in the lead up to consti-
tutional negotiations. What would have happened, for instance, had princely states
refused consolidation into larger states? Clearly, factor heterogeneity across units
would have increased which my framework suggests would have resulted in louder
calls for constraints on the central government. Likewise, what would have hap-
pened in Argentina had the interior provinces not successfully separated the province
of Buenos Aires and the city of Buenos Aires into separate political units? The
already hegemonic power of the province would likely have been even more
impressive, thus sharpening even further the calls for inter-provincial redistribution.
Alternatively, what if the military conflict between Buenos Aires and the interior
provinces at the Battle of Pavón in 1861 had ended differently – with the interior
winning? Might the victors have had the foresight and capacity to carve up the
hegemonic province into smaller, less dominant pieces? If so, it is possible the
divisive demands for redistribution might have been muted and the conflict between
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Argentina’s decentralized constitutional order and centralized economic power
would have been less pronounced. Finally, the U.S. case offers the most intriguing
counterfactual. Throughout the 1780s, strong states such as Virginia and New York
laid claims to the Northwest Territory, which encompassed contemporary Ohio,
Indiana, Illinois, Michigan, and Wisconsin. Fear that one of the strong states might
become a U.S. equivalent of Buenos Aires in Argentina if allowed to control these
vast, agriculturally rich areas brought some states (Maryland most notably) to refuse
to ratify the Constitution unless the status of the territory was resolved in a manner
so as to prevent the creation of a hegemon. What would have happened had Vir-
ginia, already the dominant state under the Articles of Confederation, refused to
cede the territories to the central government? What would have happened had the
Northwest Ordinance not precluded the dominance of a single state in the pro-
spective federal nation?38 The framework I have laid out here suggests that the U.S.
would have looked a lot like Argentina – with a more center-constraining Consti-
tution and much sharper demands for inter-state redistribution from the hegemonic
state to the rest of the federation. These examples underscore both the importance of
the strategic decisions made at the time and the degree to which the conflicts of the
day laid the foundation for subsequent politics.
Much recent work in the comparative federalism vein has aimed at explaining

contemporary variation in the performance of federations across the world. Yet,
much of that research seems to be hamstrung by a troubling endogeneity problem:
we know that many of the institutions and practices we care about are endogenous to
politics, but left to focus on contemporary dynamics and limited data, we have been
unable to say much about how those institutions evolve and affect current political
and economic dynamics. As such, there are reasons to suspect that many of the most
important questions underpinning research on the relationship between decentral-
ized governance and economic policy can only be understood in light of the con-
stitutional limitations placed on the power of central governments and popular
sovereignty at the foundings of federations and careful focus on the key factors that
shape the evolution of those initial bargains. Answering those questions requires
integrating insights from the constitutional political economy, comparative feder-
alism, and economic geography literatures and a significant amount of comparative
historical research.
The argument here is that focusing on the underlying economic conflicts among

elites and the distribution of economic power at the time of constitution writing can
provide insight into the structure of constitutions, the ways in which they shape the
initial locus of economic decision making, and the degree and design of intergov-
ernmental redistribution in the decades following key constitutional moments. In
aiming for broad generalization across cases, I have by necessity left many factors
aside. Future research would benefit from more systematically putting together
analysis on causes in the variance in initial constitutional bargains with the wide-
spread focus on the factors that underpin the evolution of constitutions. Thus,
supplementing the analysis here with a comparative account of how the emergence
and development of party systems (Riker 1964; Fillipov et al. 2004) and judiciaries
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(Sbragia 1996) impact on initial bargains is key to a more integrated understanding
of constitutional political economy.
One crucial implication of the emphasis here on underlying economic and social

divisions as they bear on constitutional negotiations and institutional developments
is that prescribing institutional fixes for the economic and political problems that a
number of contemporary federations face is fraught with dangers. Whether the
problem be the Argentine provinces limited willingness to engage in own-source
taxation, Nigeria’s anachronistic combination of decentralized political conflicts
with centralized revenue collection, or Germany’s trend toward bailing out Lander
governments, the tendency among both academics and policy practitioners has been
to recommend a series of institutional reforms to solve the problems. Yet, if key
fundamental institutions are both endogenous to underlying economic structure and
interact dynamically with society’s social underpinnings, one might reasonably argue
that institutional prescriptions unto themselves are myopic. The traditional argu-
ment of academics cum institutional engineers has been that by focusing on
parameters that are subject to conscious design, they will be able to deduce some
general institutional prescriptions that are applicable regardless of a society’s make-
up. This makes considerable sense – if institutional design is to mean much, intro-
ducing institutions across societies should produce predictable outcomes. Yet, such a
claim contradicts the notion that institutions are socially embedded and interact with
all of the non-institutional factors that predispose societies toward particular types
of institutional choices. Here, institutional engineers cannot have it both ways.
Either institutional effects are independent of underlying social attributes and are
thusly transferable to diverse contexts, or they are socially embedded and their
effects are contingent on the society in which they are placed. The argument here
clearly implies the latter. That the case, it underscores the importance of three
simultaneous needs with regards to literature on institutions: first, a continuing
commitment to figuring out which institutions matter and why; second, a renewed
focus on understanding the ways in which institutions and economic/social structure
interact to shape individual incentives; and third, a brand new attempt to think
about equilibrium paths from one set of institutions to another given that the
underlying nature of economic structure and resulting individual incentives vary
across cases.39

Notes

1. The author would like to thank Olga Shvetsova, Tom Schwartz, and other participants of the Duke

University ‘‘Micro Foundations of Federal Institutional Stability’’ Conference for their helpful

comments.

2. Throughout this paper, ‘‘region’’ or ‘‘regional’’ refare used as generic terms to refer to ‘‘states’’ or

‘‘provinces.’’

3. For a sampling of such research, see Rodden et al. (2003), Remmer and Wibbels (2000), Wibbels

(2000), and Treisman (2000).

4. Olson (1993: 573).
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5. These three areas echo the three levels of institutional structure outlined by Filippov et al. (2004).

6. Here the literature is massive. For a selection, see the work of Hardin, Schofield, Ostrom (1987),

Wood, Weingast, and Hall (1992).

7. Note though that research on the U.S. typically identifies these coalitions as state-based and there-

fore geographically defined. See, for instance, Schofield (2000a).

8. See Panizza (1999) for an empirical investigation of the impact of some of these factors on levels of

fiscal decentralization across countries.

9. This notion of factor endowments is different (though clearly related to) the land, labor, and capital

factors emphasized by Rogowski (1988) to the degree that it allows diversity among the interests of

land, labor, and capital. For instance, while factor endowments might encourage plantation agricul-

ture in one region they might foster smallholder agriculture in another. While the former is likely

to be export oriented, the former will probably not. The two, therefore, are likely to have distinct

political interests.

10. For a similar argument on the U.S., see Larson (2001). On Argentina, see Iarzczower et al. (2002).

11. See Stepan (1999), Dahl (2002), and Sawers (1996) for evidence that Senates redistribute resources

from urban to rural areas.

12. See Rock (1987) and Sawers (1996).

13. Inequities based on caste were clearly important, but they were often not regionally based. On the

centralizing impetus at the birth of India’s constitution, see Brass (1990), particularly pages 1–27,

and Das and Choudhury (1990).

14. This was not the first constitution. Others were adopted in 1819 and 1826. Neither of them were

long-lived.

15. Though note that Buenos Aires did not become member to the constitution until 1860.

16. See Botana (1998), pages 98–111 for the significant role of senators as a constraint on the chief

executive.

17. p. 15.

18. For instance, Article 23 states that in the event of provincial suspension, ‘‘the President of the

Republic shall not pronounce judgment or apply penalties on his own.’’ This suggests that interven-

tion was not intended to give the president a free hand to do as he pleased.

19. p. 97.

20. Cited in Botana (1998: xxiv). Note that Mendoza is today considered one of the more equitable

provinces in Argentina.

21. In other words, I expect that when you look at the net effect of all public policies (not just trade

policy), the urban to rural bias likely persisted even during the period of ISI.

22. Wood (1969: 484–485).

23. Hall (1992: 133). Emphasis added.

24. Indeed, one can argue that the civil war resulted from the conflict between the factor endowments

of prospective states and the initial constitutional agreement regarding sectional balance. In other

words, slavery was not viable in Kansas, and thus sectional imbalance was inherent in the geogra-

phy of what we now know as the United States.

25. Key aspects with regards to the expansion of the market include the Commerce clause of the Con-

stitution, the probation of taxes on interstate commerce, etc.

26. Larsen’s account of the competition between New York and Pennsylvania to build canal systems is

telling on this point.

27. Wallis and Weingast (2004: p. 1).

28. This is largely impressionistic. The earliest data I can find on this dates to 1799. At that point, agri-

culture’s share of national income (much of it presumably concentrated in the south) was 40 per-

cent, four times that of trade and manufacturing combined.

29. When slaves are excluded from the calculation, the South appears quite a bit wealthier than the

North.

30. Natarajan (1949: 18).
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31. Moore (1982: 45). As Moore notes, the more serious concern in this regard was the integration of

India’s princely states into the broader Indian nation.

32. Mahalanobis (1956: 39).

33. Sinha (2004: 28).

34. Natarajan (1949: 15). Note that these comparisons are difficult to make given the frequent reorga-

nization of India in its first 15 years. Existing states were divided and new ones added in 1956,

1960, and 1966. These divisions were made largely on the basis on language, not patterns of eco-

nomic activity.

35. Nayar (1972: 31–32).

36. It is worth noting that while direct taxes on agricultural incomes have historically been very low in

India, other policy tools have been used to subsidize urban interests at the expense of rural ones.

37. On the long decentralizing trend in India, see Brass (1982).

38. See Onuf (1987) for a history of the Northwest Territory. I would like to thank Tom Schwartz for

recommending I look into this case.

39. Here my argument echoes that of Przeworski (2003).
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