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SCHOLARS of political regimes have long noticed that the extent 
to which citizens of democracies enjoy political rights and freedoms 

varies widely, not only across social cleavages such as class and eth-
nicity but also across subnational boundaries. From Brazil to India to 
Russia, countries often show remarkable heterogeneity in the degree 
to which their subnational units are democratic. During the 1990s 
several scholars highlighted the existence of subnational authoritarian 
enclaves within national-level democracies especially in large, hetero-
geneous, third-wave federations.1 The matter has received little sys-
tematic attention, however, even more than three decades after Dahl 
called his own neglect of subnational units “a grave omission” in his 
seminal book.2

The coexistence of more and less democratic subnational units 
within the same national political regime calls for an explanation. 
Scholars have produced several case studies of subnational regimes in 
recently democratized federations3 but little in the way of systematic 
attempts to explain overall national patterns of variance in the degree 
of subnational democracy.4 I present a new theoretical account of such 

* I thank Michael Coppedge, Ernesto Calvo, Clark Gibson, Edward Gibson, Frances Hagopian, 
Kelly McMann, Scott Mainwaring, Robert Mickey, David Nickerson, Aníbal Pérez-Liñán, Benjamin 
Radcliff, Karen Remmer, Sybil Rhodes, and three anonymous reviewers for their helpful comments 
and suggestions. Part of the research for this project was funded by the National Science Foundation 
(award number 0719658) and by the Helen Kellogg Institute for International Studies at the Uni-
versity of Notre Dame. María Marta Maroto, Adrián Lucardi, Andrea Cavalli, and María Eugenia 
Wolcoff provided invaluable research assistance.

1 O’Donnell 1993; Fox 1994; Diamond 1999; Snyder 1999.
2 Dahl 1971, 12.
3 Snyder 1999; Chavez 2003; Gibson 2005; McMann 2006.
4 For exceptions, see McMann and Petrov 2000; and Lankina and Getachew 2006.

World Politics 62, no. 2 (April 2010), 302–40
Copyright © 2010 Trustees of Princeton University
doi: 10.1017/S0043887110000067



 rentier theory of subnational regimes 303

5 I use the word “province” to refer to subnational units in general.
6 Lipset 1959; Jackman 1973; Przeworski and Limongi 1997; Boix and Stokes 2003; Acemoglu 

et al. 2008.
7 O’Donnell 1993; Linz 1994; McMann and Petrov 2000.

variance that centers on a rentier understanding of certain forms of 
fiscal federalism and test it using quantitative evidence from a federal 
democracy, Argentina.

Drawing on fiscal theories of the state, I posit that differences in 
subnational regimes are to a large extent explained by the magnitude 
and origin of their fiscal resources: low levels of democracy are to be 
expected where subnational states enjoy plentiful central government 
subsidies and have a weak tax link with local citizens and businesses. 
Unlike national states, which can afford to give up taxation and live off 
rents only under very special circumstances—as is the case with oil-
rich nations—subnational units often receive generous national sub-
sidies and collect only modest tax revenues of their own. The relative 
size of central government transfers tends to be particularly large for 
less developed or less populated provinces,5 because they are often fa-
vored by intergovernmental revenue-sharing arrangements. Rentierism 
in this context is not geographically determined by resource wealth but 
politically created by the rules of fiscal federalism. In a nutshell: central 
government redistribution of revenues collected in the wealthier and/
or demographically larger provinces to the poorer and/or smaller ones 
makes the governments of the latter relatively rich vis-à-vis their so-
cieties and fiscally independent from their constituents. These rentier 
subnational states, like their resource-based national counterparts, are 
likely to sustain less democratic regimes because incumbents can rely 
on their privileged fiscal position to restrict political competition and 
weaken institutional limitations on their power.

theories of subnational Democracy

Scholarship on subnational regimes has generally either drawn on the 
robust body of structural national-level theories, especially moderniza-
tion, or emphasized agency-based explanations specific to subnational 
contexts. The well-documented and extensively theorized national-
level correlation between development and democracy6 eventually 
made its way down to provinces and regions. Several works have as-
sociated subnational democratic deficits with structural socioeconomic 
characteristics such as poverty or low levels of urbanization and eco-
nomic development.7
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A second structural national-level theoretical tradition (of particular 
relevance for the argument advanced here) considers democracy to be 
at odds with economic statism. From Hayek, to Dahl, Sartori, and Di-
amond, Linz, and Lipset,8 prominent scholars have called attention to 
the deleterious effects that government “monopoly . . . over socioeco-
nomic sanctions”9 and “centralized state control over the economy”10 
have on political freedoms. A study of what is arguably the most conse-
quential recent democratic reversal, that of Russia, identifies economic 
statism (and oil wealth) as among the main culprits.11 A subnational-
specific development in this tradition is the “economic autonomy” ap-
proach, which has been used to explain regional regime differences in 
Russia and Kyrgyzstan.12 Its basic insight is that “the ability to make 
a living independent of the state is critical to the practice of democ-
racy.”13 Economically autonomous citizens are more likely to engage 
in politics and challenge authorities, thus creating conditions favorable 
for democracy. Conversely, where the state dominates economic op-
portunities, individuals will rationally acquiesce. In McMann’s account, 
economic autonomy in these post-Soviet subnational units is a func-
tion of structural factors such as geography and development and of 
contingent economic policy choices made by local rulers. As I elaborate 
below, economic autonomy appears to be a key mediating mechanism 
between fiscal causes and regime effects in the Argentine provinces as 
well. However, the explanation I emphasize—fiscal federalism-based 
rentierism—is causally prior to economic autonomy and may affect 
subnational regimes through other intermediate causes.

Other structural national-level theories of regimes have had less of 
an impact at the subnational level. Cultural theories that link democ-
racy to deeply rooted elite and mass attitudes14 and to certain colonial 
or religious traditions have been applied to subnational settings—most 
famously by Putnam15—but not to subnational regimes. Institutional 
approaches which suggest that democracy’s chances of survival depend 
on the design of governmental institutions16 have not had a significant 
impact on the study of subnational regimes, either because the grand 
institutional design is generally constant across subunits or because to 

8 Hayek 1944; Dahl 1971; Sartori 1987; Diamond, Linz, and Lipset 1995.
9 Dahl 1971, 50.
10 Huber, Rueschemeyer, and Stephens 1993, 74.
11 Fish 2005.
12 McMann 2006.
13 McMann 2006, 4.
14 Diamond 1999.
15 Putnam 1993.
16 For example, Linz 1994.
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the extent that there is variance in other institutions—such as electoral 
rules—they are hypothesized to be partly endogenous.17 Institutions 
may correlate with levels of democracy because the latter affects the 
former. Theories that emphasize transnational influences such as the 
diffusion of ideas and foreign aid to promote democracy have only re-
cently, by Lankina and Getachew, begun to be applied to the study of 
subnational democratization.

Subnational-specific approaches to political regimes have tended 
to focus on agency rather than structure. They especially emphasize 
the interactions between national and provincial authorities.18 Recent 
theoretical work has argued against the unreflective resort to national-
level frameworks to analyze subnational regimes.19 Unlike countries, 
provinces are nonsovereign polities. National authorities possess and 
regularly use formal and informal powers to strengthen, weaken, or 
even remove subnational incumbents. The latter, however, also com-
mand significant political resources—often including loyal represen-
tatives in the national legislature—that they use to obtain support or 
fend off threats from the central government. As the establishment and 
maintenance of subnational authoritarianisms depend heavily both on 
the actions (or lack thereof ) of national governments and on the success 
of subnational incumbents’ strategies to maximize “boundary control,” 
“autonomy,” and “leverage,” subnational-specific theories privilege ac-
tors, choices, and processes over economic, institutional, cultural, or 
other structural factors.20

fiscal anD rentier theories of Democracy

The argument I propose draws on fiscal theories of the (typically 
national) state and also contains an important subnational-specific 
element in that the key explanatory variable lies in the interactions—
specifically the fiscal interactions—between national and subnational 
governments. If, as fiscal theories posit, the nature, origin, and size of 
states’ revenues are key to explaining political outcomes,21 then it is 
plausible that differences in fiscal federalism—which organizes the way 
subnational governments are financed—lead to differences in subna-
tional regimes.

At the highest level of abstraction, my argument is an instance of 
“state-society balance theories,” which conceive of regime type as a 

17 Calvo and Micozzi 2005.
18 Key 1949; Snyder 1999; Gibson 2005.
19 Gibson 2008.
20 Gibson 2008.
21 Bates and Lien 1985; Levi 1988; Karl 1997; Moore 2004; Smith 2008; Morrison 2009.
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function of the balance of power between elites in control of the state 
(who wish to stay in power and exercise it as freely as possible) and 
societal actors (who wish to achieve power or limit that of the incum-
bent).22 Balance theories make explicit the reasonable and widespread 
assumption that rulers accept democratic limitations on their power 
only when the “costs of repression” are higher than the “costs of tol-
eration.”23 Although this approach is often framed in terms of mod-
ernization, which is seen as furthering the power of nonelites,24 it is 
intrinsically more general—factors other than modernization affect the 
political resources available to state elites and societal challengers. The 
nature of these resources is not always clearly specified, but it is uncon-
troversial that the control of economic assets is a fundamental one.25

Rentier theories of democracy can be seen as a special case of the 
state-society balance and fiscal approaches, in which the state domi-
nates society because of its easy access to significant economic re-
sources that are independent from broad domestic taxation. Empirical 
evidence from oil-rich and mineral-rich nations provides support for 
this variant of the resource curse thesis.26 The explanatory logic of the 
rentier state literature can (and, I argue, should) be extended beyond 
natural resources. In the same way that arguments and findings about 
oil apply more generally to other similar mineral commodities,27 one 
can go still higher up Sartori’s ladder of abstraction by thinking of re-
source rents as a special case of fiscal rents, that is, revenues accruing to 
a state from an external source, that do not depend on broadly taxing 
the domestic economy, and that are not necessarily proportional to its 
size.28 Resource rents, then, should be placed in the same analytical 
category as rents based on unconditional foreign aid29 or fiscal federal-
ism. Incumbents who collect any of these fiscal rents enjoy the political 
benefits of spending without facing the political costs of taxing.

22 Dahl 1971; Huber, Rueschemeyer, and Stephens 1993.
23 Dahl 1971, 15-6.
24 Huber, Rueschemeyer, and Stephens 1993.
25 Heller 2000 uses a balance argument to explain the successes of democracy in the Indian state 

of Kerala.
26 Ross 2001; Jensen and Wantchekon 2004; Smith 2004; Ulfelder 2007. These findings do not go 

unchallenged. For alternative views on rentier state theories, see Herb 2005; and Dunning 2008.
27 Ross 2001.
28 For similar efforts to create broader concepts that subsume resource rents, see Smith 2008; and 

Morrison 2009. Smith´s “unearned resources” and Morrison´s “nontax revenue” are similar although not 
identical to the concept of fiscal rents. For example, the latter includes only income originating outside 
the polity, while nontax revenue also encompasses domestic income such as fees paid by residents to 
state-owned enterprises. For a detailed discussion of the concept of fiscal rents, see Gervasoni 2009.

29 Several recent works stress the parallels between resource rents and foreign aid and consider the 
possibility of a negative impact of aid on democracy, for example, Therkildsen 2002; Moore 2004; 
Smith 2008; and Morrison 2009.
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If a province’s fiscal revenues are mainly derived from the general 
taxation of businesses and workers, the power of the state is limited by 
its dependence on the consent of economic actors, and its revenues are 
of necessity roughly proportional to the size of the private economy. 
In a polar-opposite situation, rentier provinces have access to revenues 
coming from sources largely independent from broad taxation, and 
these revenues can be very large vis-à-vis the domestic economy. Under 
such conditions the state is by far the main source of wealth. If, in ad-
dition, incumbents can spend rents discretionally, they might use them 
to pay high salaries to many civil servants, award hefty procurement 
contracts, finance extensive clientelism, and dominate the media ad-
vertising market, all of which decrease the incentive for social actors to 
oppose the incumbent.

Rentier provinces, then, approach “the least favorable circumstances” 
for competitive politics, that is, a situation in which “violence and so-
cioeconomic sanctions are exclusively available to the government and de-
nied to the opposition.”30 Heavy federal subsidies are likely to induce 
the “spending effect,” that is, the use of “budgets that are exceptionally 
large and unconstrained” to “reduce dissent.”31 When the provincial 
state dominates the local economy, social actors are less autonomous 
and less politically demanding. The independent bourgeoisie, middle 
classes, or working classes that macrosocial analyses often see as driv-
ing movements toward democracy32 are typically weak in such state-
dependent economies. In fact the causal arrow is often inverted in 
rentier states: classes are to a large extent shaped and even created by 
distributive policies aimed at generating support for the regime.33 In the 
rentier Argentine provinces the largest classes are public employees—
bureaucrats, teachers, policemen—and informal or unemployed work-
ers receiving some kind of provincial support. A similar logic applies to 
provincial civil society organizations: just as in oil-rich states, “the fact 
that most of the gnp is made of government expenditure practically 
ensures that few or no alternative groupings will develop.”34

Rentier economic and political macrostructures produce predict-
able individual-level consequences. Theory and evidence from other 
contexts suggest that, when the state controls most attractive jobs and 
other economic opportunities, individuals tend to acquiesce,35 while 

30 Dahl 1971, 51, emphasis added.
31 Ross 2001, 333–34.
32 Moore 1966; Huber, Rueschemeyer, and Stephens 1993.
33 Chaudhry 1994, 18–19.
34 Luciani 1990, 77.
35 McMann 2006.
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careerist activists and politicians join the incumbent party.36 Evidence I 
present below suggests that individual economic autonomy calculations 
are paramount in Argentina’s rentier provinces: faced with an economi-
cally dominant state, citizens who would otherwise voice criticism or 
back opposition parties end up either openly supporting the provincial 
administration or prudently refraining from expressing dissent. Those 
who are exceptionally motivated to endure the costs of opposition or 
who are shielded from those costs (for example, because they have an 
independent source of income) are hard pressed to find supporters, do-
nors, and media coverage. This logic also applies to the many business 
people (including, critically, media owners) who depend heavily on 
government contracts, subsidies, and tax exemptions.37

Two other pathways from rentierism to subnational regime type 
may complement economic autonomy mechanisms. The first relates 
to the alleged taxation-representation link38 and to the regime con-
sequences of the low levels of taxation typical of rentier states:39 large 
federal subsidies allow provincial incumbents to tax their constituents 
lightly, thereby decreasing the incentives and power of the latter to de-
mand a share of political power. The state’s fiscal autonomy vis-à-vis 
individuals and businesses significantly increases the political power of 
incumbents, who do not need to engage in debilitating political battles 
to extract revenue from local economic actors. The second is the “re-
pression effect”:40 rents can be used to finance an apparatus of internal 
political intelligence and repression, as has been documented in the 
case of at least one Argentine province.41 Although, for reasons I ex-
plain below, massive and overt repression is uncommon, rentier pro-
vincial states can at times administer finely targeted and inconspicuous 
forms of repression.

These hypothesized macrostructural factors and their microfoun-
dations involve both demand-side and supply-side effects.42 Classes, 
groups, and individuals who depend on the provincial budget and en-
joy light taxation are, ceteris paribus, less likely to press demands for 
representation and accountability. To the extent that such demands do 
arise, a rich and fiscally independent state is likely to be especially ef-
fective at buying off or punishing politically troublesome constituents.

36 Greene 2007.
37 Asociación por los Derechos Civiles and Open Society Justice Initiative 2005; Cao 2005.
38 Moore 2004; Ross 2004.
39 Luciani 1990; Ross 2001.
40 Ross 2001.
41 Dargoltz, Gerez, and Cao 2006.
42 Ulfelder 2007, 997.
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The specific avenues through which fiscal rents are converted into 
political hegemony may in fact vary across countries, across provinces, 
and over time. Several recent works have emphasized either “wide-
spread disagreement as to the causal mechanisms”43 or the “variety of 
mechanisms”44 and “strategies”45 by which rents undermine democracy. 
I surmise that structure is behind the often-found statistical associa-
tion between rentierism and authoritarianism, while agency is more 
important in determining the connecting mechanisms. It may be that 
the leaders of rentier polities share fundamental preferences for unlim-
ited power and thus inevitably yield to the temptation to use their fiscal 
muscle to satisfy them; but they may do so in different ways because 
of different instrumental preferences or exogenous constraints. Agency 
may dominate the “how” even if structure dominates the “what.”

Only recently have fiscal theories been applied at the subnational 
level. Hoffman and Gibson show that higher levels of central govern-
ment transfers and foreign aid lead to lower efficiency in local gov-
ernments in Africa.46 Goldberg, Wibbels, and Mvukiyehe test rentier 
theories in the American states, finding that resource dependence is as-
sociated with lower levels of electoral competition.47 Several works have 
studied the consequences of Argentina’s fiscal federalism for economic 
reform,48 patronage spending,49 and provincial electoral support for the 
president’s party.50 Building on this scholarship, in the next sections I 
(1) show how certain intergovernmental revenue sharing rules give rise 
to rentier subnational states and (2) provide evidence that fiscal feder-
alism rents are detrimental to subnational democracy (and account for 
wide interprovincial regime differences in Argentina) in the same way 
that natural resource rents appear to undermine national democracy.

fiscal feDeralism as a source of subnational rentierism

Fiscal federalism creates rentier situations when subnational units re-
ceive central government transfers in amounts well above what their 
own taxing efforts could obtain (and, less frequently, when they are given 
control over natural resource rents). As the Argentine case described 

43 Goldberg, Wibbels, and Mvukiyehe 2008, 507.
44 Jensen and Wantchekon 2004, 821.
45 Morrison 2009, 107–8.
46 Hoffman and Gibson 2005.
47 Goldberg, Wibbels, and Mvukiyehe 2008.
48 Gibson and Calvo 2000; Remmer and Wibbels 2000.
49 Calvo and Murillo 2004; Remmer 2007.
50 Gélineau and Remmer 2005.
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below illustrates, two fairly common features of intergovernmental 
revenue-sharing schemes result in subnational rentierism, especially in 
economically small subunits: (1) high fiscal vertical imbalances (that is, 
national transfers as a percentage of total subnational revenues), and 
(2) redistribution of revenues in favor of economically smaller units 
(especially if, as it is often the case, there are large differences in the 
economic size of the provinces).

Imagine a country where the smallest province, La Renta, contains 
only 1 percent of the population. Imagine all taxes are collected by 
the national government but provinces are in charge of expensive poli-
cies (such as education). Provincial expenditures, then, are financed by 
hefty national transfers. Finally, imagine that revenue-sharing rules fa-
vor La Renta, so that instead of a (population proportional) 1 percent 
share of national transfers, it receives 4 percent. This implies a loss of 
just 3 percent of total transfers for the other provinces, but a huge fiscal 
subsidy for La Renta’s rulers.

Argentina’s fiscal federalism approaches this ideal model. Most taxes 
are collected by the federal government, which takes a portion for its 
own financing and distributes the rest among the provinces. The pro-
vincial share has grown significantly since tax sharing was established 
in 1934. By the 1990s Argentina had the second highest proportion 
of subnational spending (after India) among nine large federations 
analyzed by Wibbels51—with provinces accounting for more than 40 
percent of total public expenditures.52 Most revenues are levied in the 
economically larger districts (such as Buenos Aires and Córdoba) and 
then redistributed through a complicated system that strongly benefits 
the less populated and more overrepresented provinces53 but not the 
poorer ones.54 The political logic at work is clear: Argentina has the 
most malapportioned senate in the world and also a high degree of 
malapportionment in the lower chamber,55 so demographically small 
“low-maintenance” provinces56 that are heavily overrepresented in both 
legislative chambers are ideally placed to obtain favorable treatment 
when fiscal federalism institutions are renegotiated and when discre-
tionary federal funds are allocated. Although the 1934 revenue-sharing 
scheme basically distributed transfers to the provinces according to the 
share of tax revenues collected in their territories, several reforms under 

51 Wibbels 2005.
52 Inter-American Development Bank 1997.
53 Gibson, Calvo, and Falleti 2004.
54 Remmer and Wibbels 2000.
55 Samuels and Snyder 2001.
56 Gibson and Calvo 2000.
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Presidents Perón, Frondizi, and Lanusse made the system much more 
redistributive in favor of the low-population provinces outside the cen-
tral Pampas region.57 Figures 1a and 1b show how federal transfers per 
capita58 during the current democratic period are largely independent 
of poverty levels but strongly associated with demographic size. Pov-
erty59 explains less than 1 percent of the variance of annual per capita 
transfers in the 1992–95 period, while the reciprocal of population60 
explains 83 percent.61 Santa Cruz may have far better social indicators 
than Chaco, but because of its minuscule population, it receives a much 
higher level of federal transfers per adult.

Although in many countries subnational spending is to a significant 
extent financed by the central government, Argentina’s fiscal vertical 
imbalance is particularly high,62 reaching approximately 60 percent in 
the 1990s.63 All of the provinces except Buenos Aires finance more than 
half of their budgets through federal transfers, and, strikingly, eight 
of them cover approximately 90 percent of their outlays with central 
government revenues.64 Equally important, the bulk of this money—
the so-called coparticipación federal and some other federal funds—is 
transferred by statute with no strings attached. Other smaller trans-
fers have specific destinations, typically public works such as housing 
and electrical infrastructure.65 Wibbels estimates that between 88.6 
percent and 98.1 percent of 1989–97 federal transfers were automatic, 
and between 64.4 percent and 80.9 percent were automatic and uncon-
ditional.66 (Earmarked transfers may also contribute to rentier effects 
because they are somewhat fungible and because public works are an 
excellent avenue for providing jobs and contracts to local constituents.) 
A recent study of the level of discretion characterizing all transfer pro-
grams used since 1983 emphasizes that coparticipación federal is strictly 
automatic and therefore useless for building presidential coalitions, and 
concludes that, all programs considered, “the Argentine president en-
joys absolute discretion over a small share of federal transfers.”67 The 

57 Diaz-Cayeros 2006.
58 As described in the “Operationalization” subsection, I constructed this variable using the adult 

(eighteen and older) population in the denominator.
59 Measured as the percentage of residents with “unsatisfied basic needs,” a census-based poverty 

index.
60 The reciprocal transformation fits the data considerably better than the logarithmic transformation.
61 Similar results are obtained for the other four-year periods between 1983 and 2003.
62 Wibbels 2005.
63 Inter-American Development Bank 1997; Tommasi, Saiegh, and Sanguinetti 2001.
64 Tommasi, Saiegh, and Sanguinetti 2001.
65 Gordin 2006.
66 Wibbels 2005.
67 Bonvecchi and Lodola 2009, 3–4.
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Index of Discretionality of Intergovernmental Transfers, developed by 
the Inter-American Development Bank, classifies Argentina as one of 
the Latin American countries with the lowest levels of discretion, in 
terms of both amount and distribution.68 My own analysis of official 
data is consistent with these sources: Pearson correlations for the vari-
able Federal Transfers (see details in the “Operationalization” subsection 
below) among the five gubernatorial periods between 1983 and 2003 
range from 0.931 to 0.997 (all p-values=0), revealing a very high level of 
stability in the shares of federal money going to each province. Finally, it 
should be noted that, in addition to federal resources and their own tax 
revenues, some provinces also collect natural resource rents in the form 
of royalties for oil, gas, and minerals extracted in their territories.

Thus, Argentina’s revenue-sharing rules provide some provincial in-
cumbents with guaranteed fiscal resources much larger than those that 
their tax bases could afford. In these districts, which Argentine schol-
ars aptly call “provincias fiscales,”69 the public sector concentrates a very 
high proportion of employment and gDp, and therefore of opportuni-
ties for economic advancement. In provinces like Catamarca, La Rioja, 
and Santa Cruz there are approximately 1.2 public employees for each 
private employee (whereas the ratio for Buenos Aires and Córdoba is 
0.36).70 In the mid-1990s federal transfers represented approximately 
55 percent of La Rioja’s gross geographic product net of transfers (but 
only about 5 percent of that of Buenos Aires).71 Even if they lack valu-
able natural resources, these are truly rentier subnational states.

Argentina is especially appropriate for testing the fiscal approach 
against the main alternative, modernization. Its peculiar strain of fiscal 
federalism—combining large vertical imbalances with redistribution 
based on population—results in significant cross-provincial variance 
in rentierism that is not correlated with modernization indicators (as 
shown in Figure 1a). Variable and often large rentier effects that are 
orthogonal to development levels constitute an ideal context for the 
estimation of the independent explanatory power of these two factors.

conceptualizing anD measuring subnational Democracy

I focus on two key dimensions of political democracy for which data 
are available: contestation, which is central to all definitions,72 and con-

68 Inter-American Development Bank 1997, 169–70.
69 Cao, Francés, and Vaca 1997.
70 Author’s calculation based on data from the 2001 population census.
71 Author’s calculation based on Ministerio de Economía y Producción 2006 and cepal 2007.
72 Dahl 1971; Alvarez et al. 1996.
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straints on the power of the government, a critical component of liberal 
or “protective” understandings of democracy.73 Other important aspects 
of democracy, such as respect for civil rights, cannot be incorporated 
because of the unavailability of comparable data for all provinces.

The least democratic subnational units within national-level de-
mocracies are generally not especially closed and repressive. These re-
gimes—in Argentina and elsewhere—have elections (often reasonably 
free), real opposition parties represented in the legislature, and non-
trivial levels of freedom of speech. Because they are embedded in a na-
tional democracy, subnational authorities are constrained in the extent 
to which they can restrict political rights. The national legitimacy of 
democracy and the constitutional powers afforded to federal authori-
ties to guarantee it in the provinces give governors strong reasons to 
avoid blatantly authoritarian practices, which easily attract national 
media attention, hurt their prospects in national politics, and increase 
the likelihood of a federal intervention.74 Moreover, the fact that peo-
ple can easily leave the province makes unbearably oppressive forms of 
authoritarianism ultimately self-defeating.

Some provincial regimes, then, combine democratic institutions 
that are not just a façade with practices that are clearly if subtly au-
thoritarian. They are well conceptualized by the recent literature on 
(national) hybrid regimes. The definitional traits of “illiberal democra-
cies,”75 “competitive authoritarianisms,”76 and “electoral authoritarian-
isms”77 describe the less democratic Argentine provinces—as well as 
other subnational regimes around the world78—more accurately than 
the traditional concept of “authoritarianism.”79 Moreover, the causal 
logic at work is similar: just as national hybrid regimes exist to a large 
extent because of the need to avoid overt authoritarianism in the face 
of strong international pressure for democratization, authoritarian sub-
national elites come under intense national pressure to sustain minimal 
levels of democracy.

Under such an incentive structure rulers generally resort to subtle 
means to restrict democracy. Elections are held and ballots are counted 

73 Held 1987.
74 The Argentine constitution assigns congress and the president the power to remove provincial 

authorities. “Guaranteeing the republican form of government” is one of the few causes for such fed-
eral interventions, which have taken place in four provinces since 1983: Catamarca (1990), Tucumán 
(1991), Corrientes (1991 and 2000), and Santiago del Estero (1993 and 2004).

75 Zakaria 1997.
76 Levitsky and Way 2002.
77 Schedler 2006.
78 McMann 2006.
79 Linz 1975.
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fairly, but incumbents massively outspend challengers; the local me-
dia are formally independent but are bought off to bias coverage in 
favor of the ruling party; dissidents are not jailed, just excluded from 
coveted public jobs. It is precisely the incentives to behave stealthily 
that make these undemocratic practices difficult to measure. Their ef-
fects on political outcomes, however, are more amenable to empirical 
observation. In choosing between objective and subjective measures of 
democracy,80 the difficulty of producing valid and reliable assessments 
of such practices makes objective electoral and institutional indicators 
more appealing. Widespread undemocratic practices should increase 
the probability of extended stints of single-party rule, unusually large 
electoral majorities for incumbents, overwhelming executive control of 
the legislature, no term limits, and so forth. Regime type is not defined 
by any of these traits in particular, but, following the logic of “effect 
indicators,”81 they should reflect changes in the underlying level of de-
mocracy. This is the reasoning behind the common argument that no 
country in which incumbents win more than 60 or 70 percent of the 
votes or seats is likely to be a democracy.82 If democracy requires “an 
opposition that has some chance of winning office as a consequence 
of elections,”83 provinces like Formosa or San Luis, where the same 
party has controlled the governorship for seven consecutive terms since 
1983—often obtaining over 70 percent of the vote—are less democratic 
than Entre Ríos or Mendoza, where different parties have alternated 
in office, and where incumbents have seldom obtained more than 50 
percent of the vote.

The index Subnational Democracy, which I use to operationalize the 
dependent variable, includes two indicators of electoral competition—
Executive Contestation and Legislative Contestation—and three indicators 
of power concentration in the incumbent—Succession Control, Legisla-
ture Control, and Term Limits.84 Measures of electoral contestation have 
long been used to operationalize democracy at both the national85 and 
the subnational level86 and have been shown to be highly correlated 
with mainstream subjective indices of political rights and freedoms.87  

80 Bollen and Paxton 2000.
81 Bollen and Lennox 1991.
82 Przeworski 1991; Alvarez et al. 1996; Vanhanen 2000.
83 Alvarez et al. 1996, 5.
84 Vote and seats figures are from the Dirección Nacional Electoral and the Atlas Electoral de 

Andy Tow, at http://www.mininterior.gov.ar/elecciones, and http://andy.towsa.com, respectively.
85 Alvarez et al. 1996; Vanhanen 2000.
86 Hill 1994; Beer and Mitchell 2006.
87 Coppedge 2005.



316 worlD politics 

Given the very tight causal relationship between substantive freedom 
and competitive elections,88 electoral contestation measures have usu-
ally been understood as effect indicators. They may also be reasonable 
“causal indicators,”89 given the mounting evidence that vigorous elec-
toral competition leads to higher national and subnational government 
responsiveness90 and, in the case of the Argentine provinces, to democ-
racy-enhancing independent judiciaries.91

Executive Contestation measures the extent to which there are real 
chances for the opposition to defeat the governor’s party. It is simply 
one minus the proportion of the valid vote won by the incumbent party 
or coalition in the (first round of the) elections for governor.92 The 
higher the incumbent’s share, the lower the level of underlying com-
petition. Given that ballot-box stuffing and vote miscounting have not 
been significant problems in Argentina, very large electoral majorities 
for the incumbent typically reflect highly uneven playing fields in the 
preelection period. The fact that sometimes electoral authoritarian re-
gimes fail to obtain such majorities93 should be interpreted as an effect 
of contingent events (for example, an exogenous economic crisis hurt-
ing the incumbent) that introduce random noise but do not affect the 
indicator’s systematic component. Ceteris paribus, very unfair political 
playing fields result in unusually good electoral outcomes for the in-
cumbent. The inevitable measurement error introduced by contingent 
events is reduced both by their nonsystematic nature (which results 
in unbiased—if less precise—statistical inferences) and by the combi-
nation of the indicators into an index. A popular alternative electoral 
measure—the effective number of parties—is invalid, as uncompetitive 
party systems can have higher scores than competitive ones.94

Legislative Contestation is one minus the proportion of the vote won 
by the governor’s party or coalition in the elections for the legislature 
(lower house in the case of bicameral provinces). Succession Control 
measures the extent to which the incumbent succeeds in keeping the 
governorship in a given election. It is coded low (=1) if the governor-
ship is captured by the opposition, medium (=2) if the incumbent  

88 Schedler 2005.
89 Bollen and Lennox 1991.
90 Besley and Burgess 2002; Griffin 2006; Hobolt and Klemmensen 2008.
91 Chavez 2003.
92 Most provinces have a first-past-the-post electoral system. A few do conduct runoff elections.
93 Levitsky and Way 2002.
94 For example, enp is 2 in a very competitive race with two parties getting 50 percent of the vote 

each, but 2.06 in a clearly uncompetitive one in which one party gets 67 percent, and three other par-
ties just 11 percent each.
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governor is succeeded by a copartisan who is neither a relative nor a 
close political ally, and high (=3) if the governor is reelected or a rela-
tive or close political ally is elected. These scores reflect the idea that 
party rotation in power and, to a lesser extent, alternation within the 
ruling party are likely to indicate a higher underlying level of democ-
racy than continuous control of the governorship by a single person.95 
Legislature Control is the proportion of the (lower house) seats won by 
the party or coalition of the incumbent governor in a given election.96 
This figure is to some extent a function of Legislative Contestation, but 
it also depends on partially endogenous electoral rules, which several 
supermajority-seeking governors have reformed since 1983 to produce 
large proincumbent biases in the vote-seat relationship.97 In the same 
vein, Term Limits assumes that in less democratic districts governors 
will succeed in reforming provincial constitutions to scrap term lim-
its.98 This variable is coded 0 if the constitution prohibits the imme-
diate reelection of the governor, 1 if it permits only one immediate 
reelection, 2 if it allows two consecutive reelections, and 3 if it does not 
limit reelections. All indicators are measured at the election that marks 
the end of every four-year gubernatorial term, that is, those of 1987, 
1991, 1995, 1999, and 2003.99

To establish whether the conceptually independent dimensions of 
contestation and power concentration in the incumbent are also empir-
ically independent, I factor analyzed the five indicators and found only 
one significant factor, which accounts for a much larger proportion of 
the variance than the second (eigenvalues are 3.11 and 0.18, respec-
tively).100 Given this clear unidimensionality, Subnational Democracy is 
defined as the scores of the first factor (reversing signs to make higher 
values correspond to more democracy).101 The minimum value (–2.61) 
corresponds to the province of La Rioja in 1991, when, facing no term 
limits, the governor was reelected with 78.7 percent of the vote, while 
his party obtained 76.1 percent of the legislative vote, and fifteen of 

95 Executive rotation is a key element of Alvarez et al.’s (1996, 5) democracy index: “whenever 
in doubt, we classify as democracies only those systems in which incumbent parties actually did lose 
elections.”

96 The index Subnational Democracy gives provinces low scores only when incumbents obtain very 
large electoral and legislative majorities. Unlike Vanhanen’s (2000) contestation, which views any large 
majority as less democratic, I consider, in the spirit of Alvarez et al. 1996, that a handily defeated 
incumbent is an expression of healthy levels of democracy.

97 Calvo and Micozzi 2005.
98 Reelection was forbidden in all provinces in 1983; many have allowed it since then.
99 A few provinces do not follow this electoral schedule.
100 The absolute values of the factor loadings for the electoral indicators range between 0.89 and 

0.93; for Succession Control and Term Limits they are 0.59 and 0.53, respectively.
101 Factor scores have a mean and standard deviation of approximately 0 and 1, respectively.
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the sixteen seats at stake. Table 1 presents descriptive statistics for Sub-
national Democracy and its five components for all the provinces in the 
period 1983–2003. Readers familiar with Argentine politics will not 
be surprised to learn that the least democratic provinces since 1983 
have been La Rioja, San Luis, Formosa, Santa Cruz, and Santiago del 
Estero.

Because it applies to a relatively small number of institutionally 
similar polities, the Subnational Democracy index is more fine tuned 
than the necessarily simple objective measures designed to cover all 
the world’s countries over many decades.102 I illustrate this point by 
applying the Alvarez et al. dichotomous index to the Argentine prov-
inces: eleven of the twenty-two provinces existing in 1983 turn out 
to be “dictatorships” because the incumbent party has never been de-
feated in gubernatorial elections. (By way of comparison, forty-nine of 
fifty U.S. states had at least one rotation in the party controlling the 
governorship between 1983 and 2003.) As Alvarez and his coauthors 
indicate, however, their measure systematically errs on the side of cod-
ing real democracies with dominant parties as dictatorships. This type 
of error seems likely in the cases under consideration, given that the 
eleven “dictatorships” range from San Luis, where the same family has 
controlled the governorship since 1983 (and runs the only relevant lo-
cal newspaper), winning elections with up to 90 percent of the vote, 
to Río Negro, where four different governors have been elected with a 
maximum of 48.6 percent of the vote. Not surprisingly, San Luis has 
been described as authoritarian by countless academic and journalistic 
studies,103 while such a characterization has never been applied to Río 
Negro. The Subnational Democracy index does make graded differences 
between provinces dominated by one party within a reasonably demo-
cratic context and those in which a hegemonic party is a prominent 
expression of a low level of democracy.

Data, moDel specification, anD statistical analysis

The sample includes observations for the twenty-two Argentine prov-
inces existing at the time of the transition to democracy and for each 
of the five four-year gubernatorial terms between 1983 and 2003.104  

102 For example, Alvarez et al. 1996; Vanhanen 2000.
103 Wiñazki 1995; Chavez 2003.
104 The actual number of observations is not 110 but 102, due to missing data and the impossibility 

of calculating the dependent variable for elections at the end of federal interventions (where there is 
no incumbent seeking to stay in power).
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Because observations are generated every four years, this data set avoids 
the artificial inflation of significances associated with panel data with 
more frequent (for example, yearly) time periods.105

operationalization

The measure for fiscal federalism rents is annual federal transfers per 
adult (eighteen or older) averaged over the four years of each gubernato-
rial term (Federal Transfers).106 (Transfers as a percentage of provincial 
gDp would be a reasonable alternative indicator, but gDp figures are avail-
able only for the 1993–2000 period and use different base years than 
the fiscal data.) I include all transfers from the center: coparticipación 

105 Wilson and Butler 2007.
106 All fiscal data come from Ministerio de Economía y Producción 2006.

table 1
the inDex of subnational Democracy anD its components: 

summary statistics by province

 Subnational Executive Legislative Succession Legislature Term 
 Democracy Contestation Contestation Control Control Limits

 Mean  SD  Mean Mean Mean Mean Mean N

La Rioja –1.90 0.71 0.31 0.34 2.8 0.86 3 5
San Luis –1.28 0.87 0.29 0.50 3 0.69 3 3
Santa Cruz –0.86 0.77 0.40 0.44 2.8 0.67 1.4 5
Formosa –0.83 0.97 0.40 0.40 3 0.61 1.2 5
Sgo. del Estero –0.69 0.31 0.44 0.44 2.75 0.67 0.25 4
Catamarca –0.30 0.12 0.47 0.48 2.75 0.55 2.25 4
La Pampa –0.18 0.20 0.48 0.50 3 0.55 0.6 5
Neuquén –0.09 0.47 0.48 0.52 2.4 0.55 0.6 5
Jujuy –0.07 0.44 0.49 0.50 2.4 0.54 1 5
Santa Fe 0.00 0.27 0.50 0.51 2.2 0.56 0 5
Misiones 0.01 0.26 0.50 0.50 2.4 0.53 0.8 5
Salta 0.15 0.93 0.52 0.56 2.2 0.55 0.6 5
Córdoba 0.28 0.57 0.52 0.60 2.4 0.51 1 5
Chubut 0.30 0.80 0.52 0.54 1.8 0.49 0.6 5
Buenos Aires 0.31 0.41 0.53 0.58 2.2 0.51 0.6 5
Corrientes 0.32 0.25 0.54 0.55 2.33 0.51 0 3
Río Negro 0.33 0.43 0.58 0.59 2.8 0.55 0.8 5
Chaco 0.56 1.38 0.55 0.58 2 0.45 0.6 5
Entre Ríos 0.59 0.56 0.55 0.56 1.4 0.46 0 5
Mendoza 0.96 0.99 0.60 0.63 2 0.41 0 5
Tucumán 1.03 0.91 0.66 0.61 2 0.43 0 4
San Juan 1.24 1.23 0.66 0.65 1.5 0.37 1 4
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funds, other statutory but earmarked transfers like fonavi (housing), 
and the highly discretionary Aportes del Tesoro Nacional. Resource rents 
are operationalized as the four-year average of per adult oil, gas, and 
mining revenues accruing to the provincial government (Resource Rents). 
To measure level of development I use the first component of a principal 
components analysis performed on the illiteracy rate, the infant mor-
tality rate, and the percentage of the population with unsatisfied basic 
needs,107 reversing signs for consistency (Development).108 Political cul-
ture is a difficult variable to operationalize. Survey-based cultural indica-
tors are available for only some of the provinces. Census data, however, 
provide an indirect way of measuring what is generally considered Ar-
gentina’s main cultural cleavage: that between the “traditional” regions 
marked by early Spanish colonization and a strong Catholic heritage and 
the “cosmopolitan” regions where massive European immigration in the 
late nineteenth and early twentieth centuries recast the cultural makeup. 
To tap this dimension I use the percentage of the provincial population 
born in Europe according to the national census of 1914—conducted 
during the heyday of immigration to Argentina (Culture).

As subnational-specific theoretical approaches emphasize, the na-
tional government can help or undermine the efforts of provincial in-
cumbents to restrict democracy. Presidents routinely try to strengthen 
their allies and weaken their opponents in the provinces. I control for 
this factor through a dummy variable in which provincial administra-
tions of the same party as the president are coded one (Presidential 
Copartisan). As the support of the president is more valuable when she 
is popular, I interact this variable with presidential approval in national 
opinion polls (Presidential Popularity).109 I also include a dummy vari-
able (National Leader) marking the few elections in which a governor 
or former governor who belongs to his/her province’s incumbent party 
runs for the presidency (as Governor Kirchner of Santa Cruz did in 
2003) or is the president (as former Governor Menem of La Rioja 
was in 1991). Emotional identification with a local leader of national 
prominence may strengthen a province’s incumbent party.110

estimation

Estimation has to take into account the panel nature of the data. Given 
the relatively small T, dynamic models with lagged dependent variables 

107 When data for this and other indicators are not available for an election year, I use the linear 
interpolation between the two most recent years for which figures do exist.

108 The first component explains 86.3 percent of the total variance.
109 Data for this variable come from Ipsos-Mora y Araujo national public opinion surveys.
110 Summary statistics for all variables are available from the author upon request.
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—including error correction models—are not advisable.111 One possi-
bility is to use subject-specific estimators, like random effects and fixed 
effects, which handle unit heterogeneity and within-unit correlation 
by using the repeated observations to generate different intercepts for 
each cross-sectional unit.112 Because the fixed-effects estimator relies 
on within-case variance only, its use is inadvisable for a data set that is 
dominated by cross-sectional variance and that includes several time-
invariant or “sluggish” independent variables. Random-effects mod-
els are better suited for the data at hand, assuming that the random 
constants and the independent variables are uncorrelated.113 Given the 
high sensitivity of panel data analysis to estimation choices,114 I check 
the robustness of the results by rerunning the main models using alter-
native estimators.

results

The random-effects estimates are presented in Table 2. Model 1 
strongly supports the fiscal rents hypothesis: larger per adult transfers 
from the federal government are associated with less democracy. Their 
effect is highly significant and substantively important: in the 1996–99 
period, for example, Buenos Aires received an average of 765 pesos 
per adult per year—the country’s lowest—while, at the other end, La 
Rioja obtained 6,219 pesos; model 1 predicts that, other things being 
equal, La Rioja will have 2.4 fewer units (that is, standard deviations) 
in the Subnational Democracy index than Buenos Aires. I reestimated 
model 1 replacing this index with each of the five indicators used to 
construct it (results shown in Appendix 1). These models, all of which 
confirm the high significance of Federal Transfers, are simpler to inter-
pret, as their coefficients are expressed in familiar units.115 Thus, for 
example, La Rioja in 1996–99 would have been expected to obtain, ce-
teris paribus, 26.2 fewer percentage points than Buenos Aires in both 
Executive and Legislative Contestation and 30.5 more percentage points 
than Buenos Aires in Legislature Control. That is, very large differences 
in fiscal federalism rents are associated with very large regime differ-
ences. Contrary to expectations, Resource Rents does not have a signifi-
cant effect on subnational democracy. In light of the strong impact of  
Federal Transfers, this negative finding suggests either that the low  

111 Beck 2001.
112 Hsiao 2003.
113 Hsiao 2003.
114 Wilson and Butler 2007.
115 This gain in interpretability comes at the price of a higher level of measurement error, as single-

indicator measures are less precise than those based on several indicators.
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incidence of resource revenues in the Argentine provinces makes their 
effects too small to be captured statistically or, alternatively, that there 
is something in the nature of those rents that makes them less conse-
quential for subnational regimes.

Strikingly, the level of development has no significant effect (and 
the wrong sign). Culture is also indistinguishable from zero. The three 

table 2
the Determinants of subnational Democracy, 1983–2003 

(ranDom-effects moDels)

     Model 5 
 Model 1 Model 2 Model 3 Model 4 (G2SLS)a Model 6

Federal Transfers –.00044*** –.00045*** –.00046*** –.00045*** –.00047***
 (.00009) (.00008) (.00009) (.00012) (.00012) 
Resource Rents –.00000
 (.00012)     
Development –.0100      –.0154
 (.0134)      (.0134)
Logged GGP p/c  –.0988
  (.2216)    
Culture  .0094      .0130* 
 (.0086)       (.0079)
Presidential Copartisan .2016 .1935     .0421
 (.3967) (.3937)     (.4038)
Presidential Popularity .0053 .0052     .0100*
 (.0057) (.0057)      (.0058)
Presidential Copartisan × –.0129* –.0124* –.0081*** –.0081*** –.0081*** –.0131*
 Presidential Popularity (.0071) (.0071) (.0024) (.0025) (.0025) (.0073)
National Leader –.6831** –.7378** –.7094** –.7044** –.7123** –.6824**
 (.3076) (.3043) (.2948) (.2960) (.3006) (.3148)
Population (Reciprocal)    –13,738
     (93,333)  
Public Employees per        –.0234*** 
 1,000 Inhabitants        (.0049)
Constant 1.564 1.857 1.288*** 1.288*** 1.316*** 2.026**
 (.9649) (1.917) (.2272) (.2315) (.2971) (.994)
Overall R2  .454  .447  .438  .438  .438  .431
Rho  .179  .120  .214  .228  .190  .146
Observations                            102             102            102              102              102             102

* p < 0.10, ** p < 0.05, *** p < 0.01; entries are unstandardized regression coefficients; standard errors 
in parentheses 

a Federal Transfers instrumented by Population (reciprocal), Presidential Copartisan × Presidential 
Popularity, and National Leader.
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coefficients associated with the interaction between Presidential Copar-
tisan and Presidential Popularity indicate that subnational democracy is 
likely to suffer under a governor from the same party as a popular pres-
ident (an effect that increases with Presidential Popularity). Likewise, a 
negative and significant coefficient obtains for the variable identifying 
elections in which the governor runs for president or rides on the coat-
tails of a former governor of the same party who runs for (or is the) 
president.

The null finding for Development is contrary to theoretical expecta-
tions and national-level evidence. I reran model 1 alternatively using 
each of the three measures included in the Development index (illit-
eracy, infant mortality, and unsatisfied basic needs). The three resulting 
coefficients are indistinguishable from zero (p-values between 0.41 and 
0.71) and have the wrong sign (results not shown). Model 2 uses an 
alternative measure, cepal’s (2007) per capita gross geographic product 
(ggp) estimates. As these data are available for the 1993–2000 period 
only, I project the 1993 figures back to 1987—the first year in which 
the dependent variable is observed—and the 2000 figures forward to 
2003. Following national functional-form findings, these estimates are 
logged (Logged GGP p/c).116 The coefficient for the new measure in 
model 2 (where previously insignificant variables are dropped) is again 
negative and not significant.

Because models 1 and 2 suffer from considerable multicollinear-
ity (mean VIF=3.48 and 3.76, respectively)—arising mainly from the 
interaction between Presidential Copartisan and Presidential Popular-
ity—model 3 drops the main terms of the interaction (as well as the 
insignificant development and culture measures). Constraining these 
terms to zero is reasonable given that models 1 and 2 are far from re-
jecting the null hypotheses. That is, the data support the theoretically 
plausible hypotheses that the public standing of the president has no 
effect when a province is controlled by an opponent and that coparti-
sanship with the president does not undermine democracy if he or she 
is very unpopular. In model 3 mean vif plummets to 1.07, which allows 
for a more efficient estimation of the remaining coefficients. Federal 
Transfers and National Leader remain practically unchanged. The coef-
ficient for the interaction term becomes somewhat smaller, but its sig-
nificance increases substantially (p-value=0.001), confirming that the 
capacity of governors affiliated with the president’s party to restrict de-
mocracy strengthens as presidential approval grows. The fact that both 

116 Jackman 1973.
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the presidential interaction and National Leader maintain consistently 
significant coefficients confirms previous findings that national politics 
is important in explaining the political fate of Argentine provincial in-
cumbents.117

Sensitivity analysis reveals that these statistical findings are very ro-
bust. This is especially the case for the variable of paramount theo-
retical significance: the coefficient for Federal Transfers is not only very 
stable across all models in Table 2 but also strikingly robust, both in 
size and significance, to many and diverse alternative estimation tech-
niques (see Appendix 2).

enDogeneity: spurious anD simultaneous causality

The strong, highly significant, and robust statistical association be-
tween fiscal federalism rents and subnational democracy is consistent 
with the fiscal argument put forward above, but, as is the case with any 
result based on observational data, it could suffer from endogeneity 
bias if either spurious or simultaneous causality were present.

Spuriousness would occur if an omitted variable explained both rents 
and regimes. A factor that could plausibly render the rents-democracy 
association spurious is demographic size. Figure 1b reveals a tight rela-
tionship between population and transfers. One could hypothesize—in 
a Madisonian vein—that sparsely populated provinces with more ho-
mogenous societies tend to produce less democratic regimes. Model 4 in 
Table 2 adds the reciprocal of population as a predictor. The new variable 
is far from statistical significance, while the coefficient for Federal Trans-
fers remains practically unchanged. Almost identical results obtain when 
population is entered linearly or logarithmically and when it is replaced 
by overrepresentation in the national legislature (results not shown).118

Endogeneity bias would also arise if causality ran, at least partially, 
from subnational democracy to fiscal rents. Such a thesis clashes with 
the plausible argument that national incumbents will not allocate funds 
to uncompetitive districts where electoral outcomes are unlikely to be af-
fected.119 Nevertheless, it has been argued that less competitive provin-
cial regimes result in poorer fiscal performance,120 which in turn could 
lead to greater assistance from the federal government.121 It might also 
be argued that presidents send more resources to the less democratic  

117 Remmer and Gélineau 2003; Gélineau and Remmer 2005; Gibson 2005.
118 Overrepresentation is the ratio of a province’s share of all national legislators to its share of the 

country’s adult population.
119 Wibbels 2005.
120 Remmer and Wibbels 2000.
121 Gordin 2006.
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provinces in the hope of affecting national elections: in exchange for 
federal funds governors would use their electoral leverage in favor of 
the national incumbent. Academic accounts of the determinants of Ar-
gentina’s distribution of tax revenues, however, are inconsistent with 
the “regimes-drive-rents” thesis. They conclude that provincial shares 
are a function of legislative overrepresentation,122 population size,123 
the proportion of each province’s national legislative delegation con-
trolled by the president’s party,124 and, for discretionary transfers, party 
disharmony between national and subnational governments,125 not of 
the nature of subnational regimes. Historical accounts of the evolution 
of Argentina’s fiscal federalism institutions do not even consider levels 
of subnational democracy as one of the factors influencing decisions 
over distribution.126 Moreover, as discussed above, provincial shares of 
federal transfers are for the most part a function of fixed statutory coef-
ficients and have in fact been very stable since 1983. All of this casts 
doubt on the possibility that federal transfers are endogenous.

I provide an additional check against simultaneity bias through an 
instrumental-variable estimator. A very reasonable instrument is the 
reciprocal of population. We know from Figure 1b that it is highly cor-
related with Federal Transfers. At the same time, there is no conceivable 
way subnational regimes can cause the territorial distribution of the 
population, which is largely driven by exogenous historical, economic, 
and geographic factors. Moreover, model 4 shows that the conditional 
effect of 1/population on subnational democracy is essentially zero. 
Population, highly correlated with Federal Transfers and clearly exog-
enous, is an ideal instrument. I rerun the model using the random-ef-
fects generalized two-stage least squares (G2SLS) estimator.127 Model 
5 (Table 2) shows that results hardly change with respect to the ran-
dom-effects models 1–3. The estimate for Federal Transfers is negative 
and in fact slightly larger in absolute value. Due to the lower efficiency 
of 2SLS estimators the associated standard error is bigger, but even so 
the coefficient remains highly significant. In sum, theoretical consider-
ations and several streams of historical and statistical evidence indicate 
that causality runs from fiscal rents to provincial regimes, not in the 
reverse direction.

122 Gibson, Calvo, and Falleti 2004.
123 Remmer and Wibbels 2000.
124 Gélineau and Dubé 2005.
125 Gordin 2006.
126 Eaton 2004; Porto 2004; Diaz-Cayeros 2006.
127 Also known as the Balestra and Varadharajan-Krishnakumar estimator. Unlike ols, two-stage 

least square estimators are consistent in the presence of endogenous regressors.
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causal mechanisms

Theory and previous evidence suggest that a paramount causal mecha-
nism through which rents harm democracy is the “spending effect,” 
or the use of plentiful public expenditures to finance patronage and 
thus fence off democratization.128 Evidence on the impact of resource 
dependence in the U.S. states is consistent with this mechanism: rents 
“allow officials to buy public support and build patronage networks,” 
which in turn stunt “the development of a viable opposition and related 
democratic institutions.”129 McMann’s concept of economic autonomy 
focuses on the microfoundations of this macrocausal chain: where lav-
ish public spending provides incumbents with powerful financial car-
rots and sticks, economically vulnerable citizens tend to support them 
or withdraw from political participation.130

Consistent with McMann’s findings for several post-Soviet regions, 
qualitative evidence from Argentina suggests that low levels of eco-
nomic autonomy are largely responsible for low levels of provincial de-
mocracy. Media accounts of politics in rentier provinces routinely give 
economic autonomy interpretations for their suspect democracies: an 
investigation of Santa Cruz (after La Rioja the province with the most 
public employees per capita) reports a climate of media self-censorship 
and public acquiescence, which is attributed to the fear of losing state-
provided benefits.131 Gibson suggests that authoritarianism in Carlos 
Juarez’s Santiago del Estero was buttressed by his “control over a vast 
patronage machine, funded by central government transfers,” adding 
that this machine “dwarfed all other economic activities in the prov-
ince,” to the extent that “[o]ver 87 percent of the economically ac-
tive population was employed by the provincial government.”132 Local 
scholars provide a similar interpretation of the Juarista regime, stressing 
the enormous relative size and the political use of the provincial pay-
roll.133 A study of the rule of law in San Luis observes, in the same vein, 
that the provincial economy “depends heavily on federal tax revenues,” 
which in turn have permitted Adolfo Rodríguez Saá (who along with 
his brother has controlled the province since 1983) “to maintain the 
vast public works projects that have kept the population dependent on 

128 Ross 2001.
129 Goldberg, Wibbels, and Mvukiyehe 2008, 495.
130 McMann 2006.
131 Mochkofsky 2003.
132 Gibson 2005, 122–23. This figure is considerably higher than that reported in official data on 

provincial public employment (Ministerio de Economía y Producción 2006). Gibson cites a newspaper 
estimate that probably takes into account indirect forms of employment through welfare programs.

133 Dargoltz, Gerez, and Cao 2006, 33–34.
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the government for jobs and housing and therefore subdued.”134 Analy-
ses of the politics of rentier provinces also contain frequent references 
to the high dependence of local businesses and media outlets on the 
provincial budget.135 The mass media in Formosa, La Rioja, and Santa 
Cruz, for example, are singled out for their “enormous dependence on 
official publicity.”136 Analysts are in near unanimous agreement that 
economic dependence on the state is a politically consequential fact of 
life in rentier provinces.

Interviews carried out by the author and a team of research assistants 
with local social scientists and political journalists in several provinces 
during 2006 and 2008 produced a wealth of responses highlighting 
economic autonomy mechanisms in rentier provinces. Typical answers 
to questions about how free citizens were to criticize the governor or to 
attend protest demonstrations were: “Public employees did not partici-
pate in opposition marches out of fear” (Santiago del Estero); “People 
are afraid, because 80% of the economically active population depends 
on the state one way or the other” (La Rioja); “the domestic economy 
is very fragile, everybody owes something to the public administra-
tion, and this makes defeating the incumbent at the polls very difficult” 
(Catamarca); “It depends directly on the economic relationship that 
the citizen has with the government: those who receive welfare (planes 
sociales) . . .  are not free” (San Luis). All of these quotes come from 
provinces that are both among the top recipients of federal money and 
among the least democratic (see Table 1). Provinces at the other ex-
treme did not produce any answers of this type. Respondents either did 
not mention economic autonomy issues or explicitly indicated that they 
were not a problem: “There is no punishment for public employees in 
the opposition” (Mendoza). The evidence is equally strong with respect 
to the economic dependence of the local media. When local academic 
and journalistic experts on the politics of the four provinces most ben-
efited by fiscal federalism rents (Catamarca, Formosa, La Rioja, and 
Santa Cruz) were asked how frequently official publicity money was 
selectively distributed to punish critical journalists, twenty-three out of 
thirty-four (or 67.6 percent) replied “quite” or “very” frequently; only 
one of fifteen experts (or 6.7 percent) on the four provinces receiv-
ing the least federal support (Buenos Aires, Córdoba, Mendoza, and  
Santa Fe) provided either of these answers.137 Local newspapers, tele-

134 Chavez 2003, 433.
135 Wiñazki 1995, 53–54; Cao 2005, 109; Trocello 2008, 270.
136 Ruiz 2009, 5, author´s translation.
137 These figures come from the Survey of Experts on Provincial Politics that the author conducted 

in 2008 with support from the National Science Foundation (award number 0719658).
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vision stations, and radios in rentier provinces cannot thrive purely on  
private ads, and therefore incumbents use their publicity budgets to obtain 
favorable media coverage. In nonrentier provinces, the weight of official 
publicity in the income of media organizations is much smaller, making 
the practice of withdrawing it to squelch criticism less effective.

Does the statistical evidence confirm the message of the case stud-
ies and interviews presented above? Available data on provincial public 
employees permit a partial test. The relative size of the provincial pay-
roll has been used as an indicator of subnational patronage in Argen-
tina and has been shown to be a positive function of federal transfers.138 
Theory and evidence from other federations provide additional support 
for a causal link between central government transfers and subnational 
public employment.139 The regression analysis in Table 3 models (pro-
vincial) Public Employees per Thousand Inhabitants140 as a function of the 
rentier independent variables, development level (which according to 
Wagner’s law should lead to larger governments), and the log of popu-
lation (to allow for economies of scale in the public sector). Federal 
Transfers and Resource Rents have, as expected, positive and highly sig-
nificant effects on the size of the provincial bureaucracy after control-
ling for Development (which contrary to expectations appears to lead to 
smaller payrolls) and Population (which produces the expected strong 
and highly significant negative coefficient).141 These four variables ex-
plain 80 percent of the wide cross-provincial and cross-temporal vari-
ance in payroll size.

If economic dependence on the state is a mediating mechanism be-
tween rentier fiscal federalism arrangements and provincial regimes, then 
the relative size of the provincial bureaucracy should be negatively asso-
ciated with Subnational Democracy even after controlling for alternative 
explanations, an expectation confirmed by the highly significant coeffi-
cient for Public Employees per Thousand Inhabitants (model 6 in Table 2). 
The results of this mediation analysis are summarized in Figure 2.

A second likely mediating mechanism is the “taxation effect”:142 
large federal subsidies allow provincial rulers to tax their constituents 
lightly, thus decreasing the incentives and power of the latter to de-
mand a share of political power. To test this mechanism I ran a media-

138 Calvo and Murillo 2004; Remmer 2007.
139 Gimpelson and Treisman 2002.
140 Data from Ministerio de Economía y Producción 2006.
141 The two rentier coefficients are of comparable magnitude, suggesting that rents are converted 

into public jobs at similar rates regardless of their source.
142 Ross 2001.
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tion analysis using the percentage of current revenues that originate in 
provincially collected taxes averaged over each four-year term (Own 
Taxes) to measure the strength of the tax link between the provincial 
state and taxpayers. Both Federal Transfers and Resource Rents have the 
expected negative and statistically significant effects on Own Taxes 
(while Development is positive and significant). However, when Own 
Taxes is included—together with public employment—in a model to 
predict Subnational Democracy, its coefficient is basically zero, while 
Public Employees per Thousand Inhabitants remains substantially un-
changed (results not shown). These mediation analyses suggest that 
causality in the Argentine provinces flows at least partially through the 
spending (but not the taxation) effect.

In sum, both the qualitative and the statistical evidence are consis-
tent with a causal mechanism that at the macrolevel emphasizes the 
effects of heavy public spending and at the microlevel stresses the eco-
nomic autonomy (or lack thereof ) of the provincial population. Subna-
tional democracy languishes where the ruled depend economically on 
the rulers.

conclusion

Building on fiscal and rentier approaches to the state, I have argued 
that the origin and size of a subnational unit’s fiscal resources have sig-

table 3
the Determinants of the relative size of provincial 

payrolls (ranDom-effects moDels)

Federal Transfers  .0043***
 (.0012)
Resource Rents  .0057***
 (.0014)
Development  -.206*
 (.123)
Population (log)  -10.64***
 (1.78)
Constant  199.8***
 (23.9)
Overall R2  .80
Rho  .48
Observations  109

* p < 0.10, ** p < 0.05, *** p < 0.01; entries are unstandardized regression 
coefficients; standard errors in parentheses
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nificant regime consequences. Evidence from Argentina suggests that 
differences in subnational democracy are to a large extent explained by 
a type of rentierism originating in central government redistribution 
of tax revenues among provinces. Governors in command of plenti-
ful fiscal federalism rents appear to use their financial muscle to mini-
mize their constituents’ economic autonomy and, ultimately, to weaken 
democratic contestation and institutional constraints on their power.

This argument expands the rentier state logic in two directions. 
First, it shifts the focus up the ladder of abstraction from resource rents 
to fiscal rents. Beyond some obvious differences, rents based on natural 
resources, central government transfers, foreign aid, or anything else 
share key characteristics: they all bestow on incumbents fiscal resources 
that do not require wide taxation and that have the potential to be 
much larger than what such taxation could yield. Rentier incumbents 
appear to be a threat to democracy regardless of the specific source of 
their revenues. Oil and other natural resources have undoubtedly been 
a highly relevant and fruitful starting point, but comparative politics 
should now work toward a more general theory of rentierism. Second, 
the argument shifts the focus down by applying this more general un-
derstanding of rentierism to subnational regimes, an empirical domain 
that scholars have only recently tackled and that fiscal theories have for 
the most part neglected.

The findings I have presented are likely to apply beyond Argen-
tina. The two features that create the conditions for fiscal federalism 

Federal Transfers

Resource Rents

Population (log)

Development

Public Employees
per 1,000 Inhabitants

Subnational
Democracy

Presidential Copartisan 
× Presidential Popularity

National Leader

figure 2
the rentierism-economic autonomy-Democracy causal chaina

a Arrows represent regression coefficients with p-values<0.05. The plus and minus signs indicate 
the direction of the statistical association. Thicker arrows highlight substantively larger coefficients.

+
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–
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to breed rentierism (high fiscal vertical imbalances and redistribution 
of national revenues in favor of economically smaller units, especially 
when coupled with large differences in the subunits’ economic size) are 
relatively common across the world. Rentier provinces in all likelihood 
outnumber rentier nations. Even in countries where the first-layer sub-
national units are largely self-sufficient, rentier governments often exist 
at lower levels. Canada’s “First Nations,” for example, combine large 
vertical imbalances with small populations and favorable federal fiscal 
treatment. Like several Argentine provinces, First Nations depend on 
central government transfers for over 90 percent of their revenues. Not 
surprisingly, recent research has traced the governance and account-
ability problems of these communities to their extremely weak taxation 
and high dependence on federal money.143

Fiscal federalism rules also may result in rentierism when they give 
subnational units control over abundant natural resources. Consider 
Canada again. One of its ten provinces, Alberta, enjoys large resource 
rents (its tar sands constitute one of the world’s largest oil production 
sites). From a rentier perspective it should not be surprising that Al-
berta’s politics is unusually uncompetitive: the Progressive Conserva-
tive party has ruled continuously for thirty-eight years, comfortably 
winning eleven consecutive elections and usually obtaining more than 
70 percent of the seats in the legislative assembly. Recent analyses 
have attributed this striking level of political dominance to resource 
wealth.144 A statistical and qualitative study of the U.S. states similarly 
finds a causal link between natural resource dependence and weak po-
litical competition.145

Contrary to much theory and national-level evidence, development 
does not explain subnational democracy in Argentina. In fact evidence 
from other countries is consistent with this finding: poor states, from 
India’s Kerala146 to Brazil’s Piauí and Roraima,147 often achieve higher 
levels of democracy than their richer counterparts. A recent statistical 
analysis finds no significant association between wealth and democracy 
in Russia’s regions.148 One possible interpretation is that the expected 
modernization effects may not hold in subnational contexts because 
the proposed causal logics operate only nationally. For example, theo-

143 Graham and Bruhn 2008.
144 Nikiforuk 2008.
145 Goldberg, Wibbels, and Mvukiyehe 2008.
146 Heller 2000.
147 Montero 2007.
148 McMann and Petrov 2000.
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ries stressing the potential losses the rich face under democracy149 are 
unlikely to apply to subnational units because it is national govern-
ments that typically have the power to implement expropriations and 
progressive tax reforms. Economic elites should not be particularly 
inclined to conspire against subnational democracies. A second inter-
pretation would see the null finding as confirming that the develop-
ment-democracy statistical association is spurious, as both variables are 
in fact caused by historical divergences in institutional arrangements.150 
Future research should aim to jointly test the fiscal rents and modern-
ization hypotheses in other empirical domains to establish whether the 
findings presented in this article are generalizable beyond Argentina.

Fiscal federalism arrangements that result in large vertical fiscal 
imbalances have been associated with macroeconomic maladies such 
as fiscal deficits and inflation.151 Thus, Argentina’s tax-sharing system 
may partly explain its proverbial history of economic crashes and even 
its sharp pattern of regional economic inequalities (as transfers favor 
the demographically smaller provinces, not the poorer ones). I have 
presented evidence that its strain of fiscal federalism also has the per-
verse consequence of financing the survival of less-than-democratic 
provincial elites who stay in power indefinitely by establishing hybrid 
regimes. The findings of this article may help point the way toward the 
design of institutions of fiscal federalism that jointly maximize macro-
economic stability, regional equality, and subnational democracy.

appenDix 1 
regression results with single-inDicator measures of  

subnational Democracy

Table 4 presents the results of the reestimation of model 1 in Table 2 us-
ing each of the five indicators included in the index Subnational Democ-
racy as the dependent variable. The results from Table 2 are reproduced 
in the first column to facilitate comparisons. To make coefficients more 
readily interpretable, the indicators expressed as proportions (Execu-
tive Contestation, Legislative Contestation, and Legislature Control) were 
converted to percentages.

149 Boix 2003; Acemoglu and Robinson 2006.
150 Acemoglu et al. 2008.
151 Rodden and Wibbels 2002.
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appenDix 2 
sensitivity analysis

Four additional estimators are reasonable alternatives to random effects: 
ols with panel-corrected standard errors (pcse),152 generalized esti-
mating equations (gee),153 the “between” estimator, and fixed effects. I 
present pcse estimates modeling disturbances as an autoregressive pro-
cess of order one (AR1) and gee results for two correlation structures: 
autoregressive of order one, which is appropriate to accommodate  
temporally dependent processes, and unstructured (Unst.), which esti-
mates each correlation from the data without constraints, thereby guar-

152 Beck and Katz 1995.
153 Zorn 2001.

table 4
the Determinants of subnational Democracy anD its components, 1983–2003 

(ranDom-effects moDels)

 Dependent variable

 Subnational Executive Legislative Legislative Succession Term 
 Democracy  Contestation  Contestation  Control  Control Limits

Federal Transfers –.00044*** –.0048*** –.0048*** .0056*** .00027*** .00048***
 (.00009) (.0012) (.0009) (.0014) (.00009) (.00009)
Resource Rents –.00000 –.00014 –.00037 .00044 –.00005 –.00021*
 (.00012) (.00164) (.00126) (.00182) (.00012) (.00012)
Development –.0100 –.2029 .0878 .0554 .0069 .0716***
 (.0134) (.1788) (.1419) (.2031) (.0134) (.0126)
Culture .0094  .1235  .0481  –.1266  .0005  –.0308*** 
 (.0086) (.1187) (.0875) (.1268) (.0084) (.0093)
Presidential Copartisan .2016 .4352 2.21 –4.54 –.400 –.289
  (.3967) (4.92) (4.62) (6.39) (.421) (.305)
Presidential Popularity .0053 .0458 .1059 –.0855 –.00017 .0023
   (.0057) (.0704) (.0671) (.0924) (.0061) (.0043)
Presidential Copartisan × –.0129* –.1035 –.1637* .2361** .0072 .0045*
 Presidential Popularity (.0071) (.0878) (.0838) (.1154) (.0076) (.0054)
National Leader –.6831** –10.18*** –4.66 10.13** –.1082 .5307*
 (.3076) (3.84) (3.55) (4.92) (.3246) (.2400)
Constant 1.56 –25.28** –46.01*** 39.90** 1.29 –5.07***
 (.965) (12.71) (10.34) (14.72) (.971) (.8862)
Overall R2 .454 .402 .437 .392 .133 .581
Rho .179 .267 .075 .110 .109 .476
Observations                             102                 102                102                102                 102 102

* p < 0.10, ** p < 0.05, *** p < 0.01; entries are unstandardized regression coefficients; standard errors in 
parentheses 
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anteeing that results are not driven by unreasonable assumptions about 
the correlation structure. The “between” and the fixed-effects estima-
tors are very conservative alternatives, given that they fully disregard 
time-series and cross-sectional variance, respectively. Table 5 presents 
the results for model 3 (from Table 2) estimated through these alterna-
tive techniques (the random-effects results are reproduced in the first 
column).

The estimates are remarkably robust: the coefficient of Federal 
Transfers has practically the same magnitude and is highly significant 
across all models. Even the conservative “between” and fixed-effects 
estimators, which by design produce less precise coefficients, confirm 
the high significance of fiscal federalism rents.
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