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The dominant form of political organization in the modern world, the nation-state, has tried to establish a perfect correspondence between cultural and/or ethnic communities and political entities. In reality, this correspondence is not very frequent. The majority of states are ethnically and culturally heterogeneous, and the different interests on how this diversity should be organized can be a source of conflict that can endanger the stability of particular institutional designs or of whole states. According to Fearon and Laitin, “the worst cases of ethnic violence in the period after the Second World War are related to efforts to control the State apparatus, or efforts of a group to protect itself from this state through exit (secession) or greater political and economic autonomy, the latter being the most frequent case” (Fearon and Laitin 1999). The underlying concern that drives the writing of these pages lies in exploring the conditions for political and institutional stability in multi-national states. However, the question I intend to explore in more detail is related to one particular institutional arrangement: federalism. I am interested in understanding and explaining federal (in)stability in multinational states, and the pages that follow are the exploration of a possible theoretical framework that might prove useful for further research on this topic
. The recent focus of many of the theories on stability of federalism is on analyzing institutional parameters that are not directly or necessarily related with federal institutions, but that might have an impact on federal stability. I intend to refer to the nature of political parties and party competition as a factor contributing to federal stability or instability.

Federal arrangements as dependent and independent variable: stability and efficiency

The end of the Cold War witnesses the resurgence of ethnic and nationalist tensions, as well as the debate on federalism as a political organization capable of reconciling the authority of a central state with the autonomous existence of national and ethnic communities. These issues belong to the agenda of such diverse countries as Belgium, Canada, Ireland, South Africa and Spain. Since the dissolution of the Socialist multi-national federations in 1990 –such as the former Soviet Union, Yugoslavia and Czechoslovakia –the viability of federalism as a state organization for multi-national societies is questioned. Nowadays, an empirical glance at the world allows us to state that “successful” or “stable” federations correspond to those countries that have a certain degree of cultural and linguistic homogeneity (Germany, United States), while multi-national federations have failed (former Yugoslavia) or are on a reform agenda like in Belgium, Spain and Canada. However, ethnic-national heterogeneity in itself is not a convincing explanation for federal failure.

Traditionally, the study of federal success or federal failure has been centered in a question of the usefulness of federalism and whether federalism can become a convenient tool to solve territorially organized ethno-nationalist conflicts in democratic states. In fact there is abundant literature exploring the usefulness of federalism on various domains of economic, political and social life. Many pages have been written discussing the fiscal and economic advantages or disadvantages of federalism, as well as whether federalism is a useful instrument to give voice to ethno-nationalist minorities within a state. Many of these debates are rather inconclusive and often reveal that the nature of the effects of federal institutions present a great variation across time and space. In my opinion, many of these analysis and debates err in a fundamental aspect: they attribute both excessive protagonism and excessive responsibility to ‘ uniquely federal parameters’, by which I mean those institutional characteristics traditionally associated to federal arrangements, such as vertical separation of power between several levels of government, constitutional recognition and protection of these different levels of government, and bicameralism among other features.

Federalism is often blamed as being unable to solve certain economic or political problems, when sometimes the problem does not lie in the potential positive or negative qualities of federalism per se, but rather on the stability or instability of federal institutions. In certain contexts, despite the positive aspects that a federal arrangement might yield in economic terms, for example, there is no guarantee that the actors responsible for maintaining these institutions will actually agree in sustaining them. Filippov et al. make this interesting point in their unpublished manuscript Designing Federalism: Theory of Self-Sustainable Federal Institutions: “however self-evident might the benefits of federalism and the losses incurred by any disruption of federal relations, we cannot assume that society in general and political elites in particular will successfully safeguard the basis of their mutual prosperity.” (Filippov 2003:48). The guarantee of stability of federal institutions does not derive from its supposed qualities, but rather from a complex bargaining process involving multiple actors. Filippov et al. (2003) quote Riker that emphasizes that bargaining is no trivial matter, and even if the union is economically and socially desirable, there is no guarantee it will succeed in achieving sustainable results. (Riker 1964).

This distinction between the effects of federalism on the one hand and its stability on the other is not so clear in situations where federalism is used as a response to ethno-nationalist demands for autonomy. It often seems that the persistence of such demands cannot be attributed to an inadequacy of the federal institutions that have been put in place, but rather to the inability to maintain a stable federal arrangement. The problem is that often these ethno-nationalist demands are directed to subvert the stability of the federal arrangement, or are expressed through the actions of certain political actors that are not willing to cooperate in sustaining certain institutional arrangements. Therefore the problem that federalism should resolve is what enables federalism to exist in the first place. We then run into a problem of endogeneity. Meadwell and Nordlinger believe that federal systems contribute to intensify ethno-nationalist demands because the concession of power to regional leaders stimulates their appetite for more power and privileges. “Federalism is an important source of institutional capacity because it creates political advantages and access to resources that make group mobilization more likely” 
 In this situation, however, one cannot conclude that federalism is not useful. One cannot blame the federal structure for its own instability. Clearly other factors or variables should be considered in explaining this instability, and this instability should be distinguished from the effectiveness of well-functioning and stable federalism. When effectiveness is understood in terms of stability, I suggest to concentrate on stability rather than on effectiveness.

These examples are meant to convey two ideas. In the first place, I want to distinguish the nature of two broad questions within the research agenda of federalism: (a) how effective are federal institutions in handling certain social and economic problems or in creating certain advantages or resources? (b) what are the conditions of creation and maintenance of these federal institutions? In the second place, I argue that certain debates about the usefulness of federalism (its positive or negative effects on social and economic phenomena) should be framed in terms of (in)stability (particularly in the case of federalism in multinational states) rather than in terms of effectiveness. For the reasons presented above, and because I am mainly interested in federal arrangements in ethnically diverse states, I attempt to understand the dynamic relationship between federalism and the presence of ethno-nationalist demands within a state not in terms of effectiveness of federalism, but rather from the perspective of stability or instability of federal arrangements.

Explaining federal (in)stability

Numerous articles and books are dedicated to explain the conditions under which federal arrangements are stable, or the factors that may lead to or explain instability. Jonathan Lemco’s book Political Stability in Federal Governments explains federal stability through several political, social and economic conditions such as “the structure of polities, the impact of political freedom, the importance of the party system, and the relevance of ethnically and territorially based cleavages” (Lemco 1991) among other variables. Lemco presents these factors in a merely additive manner, and with few explanations on the microfoundations that lead these variables to subvert (or reinforce) federal arrangements.  The richness of alternative explanations is deceived by the lack of connections established among them or between each explanatory factor and the particular federal arrangements. Recent publications
 dealing with the question of stability have focused less on the effects of specific socio-economic conditions on federalism, and more on the general question of federal stability understood as a process of bargaining between actors, in which different types of institutions condition this bargaining. This particular approach understands stability somewhat as an equilibrium
, and is interested in identifying the actors that are meaningful in the bargaining process that leads (or not) to this equilibrium, and analyzing the incentives they have to maintain or change a particular distribution of power (or resources) or a particular institutional arrangement. Within this framework, institutions play a relevant role in constraining the options of actors and/or in modifying their structure of incentives.
 This approach need not be an alternative to the explanations offered by Lemco and other authors; it rather can be understood as a complementary explanation that links the potentially disruptive exogenous social and economic conditions and the actual (in)stability of (federal) institutional arrangements.

The main idea guiding this approach is that federal arrangements are not automatically self-sustaining and that their degree of stability or instability depends on a (implicit or explicit) process of negotiation and acceptance by actors that are part of this federal system. Theories dealing with the idea of bargaining have been developed extensively in the realm of institutional analysis. In the book Explaining Social Institutions, Knight has a chapter presenting a theory of bargaining and distribution to explain the emergence of social institutions. He argues that “social institutions are a by-product of strategic conflict over substantive social outcomes” (Knight 1998: 105). Due to the distributive nature of institutions, actors are part of a bargaining process about the outcomes of those institutions or about the institutions themselves in order to obtain the most beneficial outcomes. According to Knight, institutions can be consciously created by these actors to maximize their interests or can appear as a result of these actors strategically pursuing their interests. “In each case, the main focus is on the substantive outcome; the development of institutional rules is merely a means to that substantive end” (Knight 1998: 106). I would like to be clear that I am not interested in the creation or initial bargaining that takes place in the establishment of a specific federal arrangement, but rather I am assuming that a federal constitutional arrangement already exists and I am interested in how this structure is maintained or changed. These are two distinct theoretical questions and I believe that often the conditions to create and the conditions to maintain federal arrangements are distinct enough to be able to treat them as fairly independent processes.
 

Knight’s definition of institutions and his use of the bargaining model are still quite useful in understanding how institutions are maintained. I thus wish to adopt the definition of institutions as a “set of rules that structure interactions among actors (constitution, legislature, ministry, bureaucracy).” These rules, in turn, are the object of manipulation, design, or elimination (Filippov et al. 2003: 34). This particular choice in the definition of institutions as rules of the game that can be changed leads somewhat naturally to adopting a bargaining approach. “In order to understand an institution’s full meaning we need to learn the incentives of people to abide by the rules and procedures that describe it, including the incentive to keep those rules and procedures in place. We have to understand how and why institutional constraints are sustained” (Filippov et al. 2003:20).
 

Once a federal constitution has been approved and its institutional features defined and deployed, the question is whether there is an incentive to maintain these institutional arrangements, or under what conditions these incentives exist or operate. In order to begin an analysis centered on federal institutions, one needs an operative definition of both federalism and stability. For the former concept I find it useful to opt for a simple and minimal definition: a federal state is characterized by having a governmental structure with “multiple layers (generally, national, regional and local) such that at each level, the chief policy makers (governors, presidents, prime ministers, legislatures, parliaments, judges) are elected directly by the people they ostensibly serve or (as with judges) appointed by public officials thus directly elected at that level” (Filippov et al. 2003: 12). Bednar has a similar minimal definition of federalism as having two elements: (a) a territorially decentralized decision-making structure and (b) electoral independence between levels of government (Bednar 1999:1).

Inspired by Riker, Weingast argues that the two fundamental dilemmas of federalism are: first, what prevents the central government from destroying federalism by overwhelming the lower governments, and second, what prevents the constituent units from undermining federalism by free-riding and otherwise failing to cooperate? (Sunita and Weingast 2003:18)
. These two dilemmas state quite simply the potential sources of instability of federal arrangements as derived from abstract centripetal and centrifugal forces. The recent literature on federal stability has produced more concrete and finer definitions of these forces or intergovernmental tensions that are potential sources of instability. Bednar distinguishes three types of intergovernmental tensions: encroachment, shirking and burden shifting. Briefly, the first term refers to a centripetal tendency from central governments to expand their power by encroaching on regional jurisdictions; shirking refers to “any regional instigation of a shift in the distribution of powers”; and finally burden shifting refers to regions that attempt to divert the costs (that a federation generates in the form of common policies) to other regions. (Bednar 1999:2). Bednar explains that the two latter terms are interconnected in that often a new distribution of power yields a new distribution of wealth. Both are centrifugal forces, and all three terms may “potentially destabilize the union” (Bednar 1999:2). In the following pages, I will not refer directly to this distinction of different potentially destabilizing intergovernmental tensions, but it is useful to keep these concrete examples in mind, especially when further on I discuss which incentives need to be generated or neutralized in order to prevent regional and central agents to engage in these destabilizing actions.

A matter that still seems urgent to clarify (if at all possible) is the meaning of stability or instability. Bednar’s classification of intergovernmental tensions (above) does not offer a clear insight on the definition of stability; however, I gather from her description that instability does not necessarily entail institutional change or the reform of federal institutions. Potentially destabilizing central or regional claims for power and resources can also take place within the particular federal institutional framework that is in place. Generally, an institution is considered stable if it meets the minimal requirement of allowing change under pre-established rules, “but since even the constitutions can be amended or supplanted according to established procedures, since secession may be constitutional, then stability is an ill-defined term” (Filippov et al. 2003:17). Other people define stability as the absence of radical and disruptive change: as relatively peaceful, constitutional, and democratic adaptation of a political system to changing circumstances. In Filippov et al.’s opinion, “stability is an empirical dual of an institutional equilibrium whereby formal rules and individual motives generally over time remain in agreement” (Filippov et al. 2003:18). This definition seems suitable in that it helps understand stability beyond normative concerns, and allows one to focus on the incentives that actors have to maintain or change the particular distribution of power (or other resources) between levels that exists in a particular federal system. The debate persists in trying to discern whether instability is necessarily represented by a “significant” change in the rules of the game (for example a reform of the Constitution), or whether instability can be derived from persistent incremental changes in one particular direction, that demonstrate that there is not an agreement of the actors on the original institutional arrangement.

Federations and federal relations seem thus defined “in terms of a potentially conflictual interaction between and among sub-national governmental units and the national government” (Filippov et al. 2003:40). As has just been discussed, Weingast’s presentation of the two dilemmas of federalism suggests that the stability or instability of an institutional arrangement such as a federal constitution is the result of a bargaining process between the constituent units and the central government. I attempt to avoid treating the constituent and central units as ‘real’ actors (or agents) in the bargaining process.
 In my opinion, they are rather conceptual artifacts that simplify the modeling of this bargaining, but that in reality are not unitary and purposeful actors in themselves. Their motives and actions depend on the governments and parliaments that form them and that have autonomous power to legislate and execute. In turn these governments and parliaments are collective entities composed by decision rules and political parties and/or coalitions of political parties. Tsebelis’ book on vetos players inspires this reflection in the following general statement: “specific outcomes are the result of both prevailing institutions and the preferences of the actors involved. In other words, institutions are like shells and the specific outcomes they produce depend upon the actors that occupy them” (Tsebelis 2002:8). The focus I wish to adopt to study federal stability substitutes levels of government by the actors that structure the relationship between governments and their respective constituency at each of those levels, that is: political elites.

According to the approach I have been discussing in this section (institutions centered approach), several institutions condition the structure of incentives of relevant agents (in this case political elites), constrain their options, or modify the impact of their actions or decisions. Bednar writes that “institutions are governmental and political mechanisms that impact an agent’s strategy choice, either by constraining the strategy set or by altering the consequences of the action taken” (Bednar 1999: 4). She then gives examples of such institutions that are traditionally studied: bicameralism, executive federalism, decentralized party systems, and independent judiciary(Bednar 1999). She makes the argument to study how institutions (in general, not particular one) shape the incentive environment (Bednar 1999: 6), which in turn can help explain stability or instability. At this point, I would like to make two remarks that distinguish the theoretical framework I wish to use in order to address the questions of federal stability in multiethnic or multinational countries. Contrary to Bednar’s suggestion to focus on institutions in general, I will be focusing on a particular institution. However, I am deliberately not focusing on those institutions that traditionally characterize federal states, such as bicameralism for example. I am aware that a proper functioning of these institutions is probably a necessary requisite for federal stability, but in countries (like Spain) where there is much debate on the nature of the federal institutional structure (about reforming the Senate for example to make it more representative), the degree of stability cannot be well understood by analyzing these institutions, which are not fully consolidated.

 Instead then I wish to focus on the nature of political parties and party systems, as institutions that constrain the incentives and actions of political elites. Therefore, I will not focus on the function of “altering the consequences of the action taken”, but rather on the function of constraining agent’s actions. The importance of political parties (and particularly of decentralized party systems) in explaining federal stability is not new. William Riker suggests that there is “one institutional condition that controls the nature of the federal bargain… This is the structure of the party system, which may be regarded as the main variable intervening between the background social conditions and the specific nature of the federal bargain” (Riker 1964:136)
. 

A review of integrated parties and imperfect agent theory

Political parties and political elites are the intermediaries between the electorate’s preferences and the outcomes that government produces; they are the actors that “coordinate and lead a society to one equilibrium or another” (Filippov et al 2003:266). In this view, two assumptions are made regarding the electorate and political parties. In the first place, individuals have “myopic interests” and are not aware of the general problem that is at stake in maintaining, changing or destroying certain institutions. They are not concerned directly with stability or instability (Filippov et al. 2003: 252) but are rather limited to defending their micro level individual interests. “In this scheme, then, the burden for ensuring stability falls on the shoulders of elected political elites” (Filippov et al. 2003: 252). However, one cannot assume that political parties are “good” and that they will necessarily safeguard the stability of the federal system. The second assumption is that political parties are office seekers and vote maximizers, and therefore they tend to accurately respond to the myopic self-interest of their constituencies. Filippov et al.’s argument is that political parties have the tendency to be “perfect agents of their constituencies” and therefore they are ready to challenge or overstep any constraint on federal bargaining if doing so serves the interests of the individuals they represent (Filippov et al. 2003: 253). Therefore certain institutional constraints must exist or be put in place in order to create the necessary incentives to make elites be “imperfect agents” of their constituencies.

 (1) give local and regional elites an incentive to uphold federative constraints even when, as is likely, their constituents prefer otherwise; (2) create political rewards for national elites that encourage them to acquiesce to the legitimate authority of regional governments and dissuade them form overstepping their constitutionally prescribed authority; (3) federal stability requires that regional and national political elites maintain some (possibly evolving) consensus over the definitions of “constitutionally prescribes” and “legitimate authority” (Filippov et al. 2003: 255).


 These incentives can be generated by a specific structure of political parties, which Filippov et al. call “integrated political parties”, that motivates the coordination and dependence between elites across levels of government. The importance of political parties in explaining federal stability is the cultivation of labels by political elites on the one hand, and the ladders of advancement party systems offer those elites on the other (Filippov et al. 2003:297-302). These two features generate cooperation and coordination among political elites by creating a mutual dependence of regional leaders on the label of the nation-wide party, and on the promise of advancement up the ladder from local offices to regional and then to national offices. In addition, leaders at the national level depend on their local and regional partners to win elections. Summarizing, there are “parties that derive their support primarily from a single federal subject or subset of subjects. Such type of party, owing to its evident objective of fashioning and implementing a redistribution favoring its supporters, has the same incentive to challenge the institutional status quo as its constituency.” At the other extreme however, there are parties that deem the benefit of each federal subject as being of approximate equal importance, that cater to no identifiable group within the electorate, and that thereby prefer more equitable allocations of benefits.” (Filippov et al. 2003:292). Therefore an integrated political party is a party whose elites at one level of government bear an organizational relationship to the elites at other levels (Filippov et al. 2003:294). This enlarges the coalition of different interests and thus agreeing to change the institutional status quo becomes a much more difficult task. This promotes stability.

I quote and review rather extensively some of the arguments developed by Filippov, Ordeshook, and Shvetsova because I believe they provide relevant insights in developing a theoretical framework for an analysis of federal stability. Summarizing, I am interested in the idea that stable federal institutions are dependent on the coordination and/or cooperation of politicians across levels of government. The idea of an integrated party system becomes extremely appealing from a theoretical and normative point of view, as well as an interesting analytical tool to approach the analysis of political parties and party systems. However (with the Spanish case in mind) some aspects of Filippov et al.’s argumentation are deficient in analyzing a broader sample of federations, and specifically federations that might not be “so stable”. Their argument has a normative flavor. The question that drives their analysis is the definition of a good party system, by which they mean a party system that is conducive to federal stability. This ideal party system is what they call an “integrated party system”, and the authors search for those institutional parameters (number of elections, simultaneity of elections…) that can encourage this particular type of political parties, which in turn will encourage the stability of the federal institutions and agreements.
 However, this is a theory that explains success of federalism. It explains very well why certain federations that have an integrated party system are stable, such as the United States, Germany and Australia. The authors (Filippov et al.) also argue that integrated party systems can exist under many different political settings (presidential or parliamentary states, as well as in countries with single-member or PR electoral systems), and that there is no unique path to developing these particular party systems.

Filippov et al. discuss two cases (Canada and India) that do not have an integrated party system, but surprisingly they do so to support the argument that there is no one single and clear institutional variable that determines the formation of integrated party systems, but rather that their development responds to a combination of different institutional parameters that can vary from country to country. So the fact that Australia and Canada are similar in many respects regarding certain important institutional variables does not mean that they will both develop an integrated party system. In fact, only Australia has an integrated party system and this explains why it is a fairly stable federalism. But the piece that is missing is to know more about the implications of not having an integrated party system in Canada for example, or in India. Does the inexistence of this ideal condition lead necessarily to the instability of federal arrangements? Or are there other variables that may play the role of integrated party systems in explaining stability by modifying the structure of incentives for political elites to be imperfect agents of their constituencies?

Some insights on the Spanish case

The questions posed above are the main reasons I wish to explore the question of federal stability from the perspective of the Spanish case where such an integrated party system does not exist. In 1979, Spain led an exemplary transition to democracy. After forty years of Francoist dictatorship, in 1975, political parties were legalized and a Constitutional Assembly was created to draft a new Constitution. In addition to creating a democracy, one of the main issues on the constitutional agenda was the “regionalist” question. Several historical regions in Spain (Catalonia, the Basque Country, and Galicia) demanded the institutional recognition of their cultural and historical specificities. In response, the drafters of the Constitution established “el Estado de las Autonomías” a quasi-federal arrangement (but never called federal) that gives autonomous power to all regions. It has been long debated whether Spain is properly a federal regime, because although its regions have as much autonomous power as any German Länder, it is also true that some of the typical federal institutions (bicameralism) are not fully operative as federal institutions. I will not enter this debate, but simply point to the fact that Spain can be considered a federal country with respect to the minimal definition I have decided to consider in these pages of theoretical reflection. It has multiple layers of government (national and regional) in which leaders are responding to different constituencies, and in addition, the autonomy of those two levels is formally protected through the Spanish Constitution, and the constitutions of each regional level (Estatutos de Autonomía). This federal structure was purposefully created to give voice to certain nationalist demands; however, at present there is not a clear consensus regarding the territorial organization of the state. There is a constant debate to redefine the current federal structure, coming especially in the form of demands from the historically differentiated regions. These demands range from burden shifting issues, to explicit demands to reform the Constitution and certain crucial institutions in order to transfer more decision making power to the regional level. In the past and current political agenda there are proposals to reform the Spanish Constitution as well as the regional constitutions (Estatutos de Autonomía), proposals to give more power to the Senate (upper chamber), or to even create a semi-independent Basque country. However, no actual institutional reforms have been taken (yet). To summarize, Spain is not particularly stable and using it as an empirical case study may offer some insights into the study of stability in federal states.

When looking into the Spanish party system one can notice important differences with respect to the United States or Australia for example. In general, political parties in Europe tend to be more centralized and hierarchically structured, but of course not perfectly so, which means that to some extent they might be decentralized enough to accomplish the same functions as integrated political parties in Australia or the United States. Most ethnically diverse federations such as Belgium or Spain have, in addition, regional parties. In fact Belgium does not have any nation-wide party, but only regional level parties competing for both regional and national offices. Therefore some countries do not have what Filippov et al. would call “integrated parties”, and other countries may have this type of party in addition to highly centralized parties at the national level and/or regional parties. This complicates the analysis of federal stability from the point of view of the nature of political parties.

Spain’s party system is formed on the one hand by parties that exist and operate at both levels of government (the national and regional levels), but that possess different degrees of decentralization, and on the other hand by regional parties that only operate at the level of the subunits (or regions). The Spanish social democrat party, PSOE (Partido Socialista Obrero Español), has a federal structure, with regional level branches that are relatively autonomous with respect to the central (i.e. federal) branch of the party. In my opinion, PSOE is the party in Spain that comes the closest to the ideal concept of “integrated party” developed by Filippov et al. The other important nation-wide party in Spain, PP (Partido Popular), presents a decentralized structure and operate at both levels of government but is in fact quite centralized: its regional branches are completely dependent on the central offices, which impose a hierarchical structure with a clear and definite central leadership and program. The high degree of centralization plays against the cooperation of political elites at both levels of government and prioritizes the center rather than the sub-national units. 

Finally, Spain has a wide array of regional parties often called “parties that do not have a national scope” (Partidos de Ámbito no Estatal): CiU (Convergència i Unió) and ERC (Esquerra Republicana de Catalunya) in Catalonia, PNV (Partido Nacionalista Vasco) in the Basque Country, BNG (Bloque Nacionalista Galego) in Galicia, and CC (Coalición Canaria) in Canary Islands among others. Theoretically speaking, these regional parties are not ideal in generating federal stability because they uniquely respond to their regional constituencies, and due to the proportional representation system these regional parties can obtain representation in the national Parliament without needing an alliance with a nation-wide party. Filippov et al. (2003) mention these parties as potentially destabilizing factors of the federal system. “We can expect that in parliamentary systems, members of regional, issue-specific, or ideologically similar parties would find fewer reasons to coordinate under a single label or organizational structure. Since they can hope to play a role in the formation of the national government” (Filippov et al. 2003). In the case of Belgium, this analysis would predict an extremely unstable federation. According to van Houten if there are only regional parties, then there is nobody left to defend the center (van Houten 2003), and this leads to centrifugal tendencies that might question federal stability. The solution would be for regional leaders to appease their own constituency without alienating constituencies elsewhere (Filippov et al. 2003), but the incentives to do so are non-existent. Often the electoral victory of regional parties depends on defending the interests of their region in opposition to the center. So not forging alliances with nation-wide parties is not only unnecessary, but in addition can (under some circumstances), be counterproductive. I will argue later however, that this may not always be the case.

This diversity of parties adds some complexity to the analysis of how the interplay between integrated and non-integrated (or less integrated) parties affects the stability of the federal system. The point I wish to make is that in order to understand federal stability or instability in this particular context, it is not sufficient to analyze the nature of political parties but in addition one should focus on party competition.
 The reason why party competition can become so crucial is that it is going to make a difference which parties or coalition of parties is in power at both levels of government. Not all political parties have this ideal integrated character. For example, in Spain it matters whether PSOE (the closest party in Spain to Filippov’s et al. definition of integrated party) is in power at the national level or whether it is the PP that controls national offices. Due to its centralized structure, PP may have little incentives to pursue the specific interests of particular regional demands. Its national elites probably have low incentives to “acquiesce to the legitimate authority of regional governments and not to overstep their constitutionally prescribed authority.” (Filippov et al. 2003: 268). 

A second relevant aspect in determining the degree to which the “center” respects the regional sphere of autonomy, is the nature of the coalitions that take place at the national level. If a nation-wide party, such as PP, is obliged to form government by creating a coalition with a regional level party at the national level, then it is more likely to respect the sphere of autonomy of the particular region that the regional party represents, and in general will respect the distribution of power between the center and the sub-national government units. The incentives to disrupt this equilibrium are lower. However, if the PP wins absolute majority in the national Parliament (as it did in 1996), it will not need to form coalition with any other party to govern, and this will probably lead to centripetal tendencies within the national government. In the absence of an “integrated coalition”, nation-wide parties (especially if they do not have a federalized structure like the PSOE) will be “dangerous” to stability. Having to make agreements at the national level with a regional party obliges the nation-wide party to makes concessions, or understand regional concerns or demands. One could argue that in that case, regional parties have an extreme power to put forwards their autonomy demands, and that this type of coalition may be more destabilizing than the contrary. I argue against this idea because regional parties that win national office and enter national government tend to moderate their demands.

Above we have referred to the potential centripetal tendencies, and to how party competition and coalition formation at the national level can mitigate these tendencies. The other side of the coin, and probably the most relevant one for the Spanish case are the centrifugal forces that regional parties might set in motion. Interestingly, coalitions between nation-wide and regional parties at the national level may tend to moderate centripetal as well as centrifugal tendencies. Over the past years, CiU (the main regionalist party in Catalonia) has been in control of the government in Catalonia, and has also obtained an important representation at the national Parliament. Twice it has formed a government coalition at the national level with the PSOE and the PP that could not govern on their own. The times when a coalition between PP (or PSOE) and CiU was formed, it moderated the demands of PP and PSOE, but also the demands for autonomy or for greater decentralization coming from CiU. Why do regional parties that enter in coalition with PP or PSOE at the national level moderate their demands?

There can be several potential explanations, but from the point of view of the developed in these pages and borrowed from Filippov et al, regional leaders from regional level parties aspire to govern or have influence at the national level. Climbing the ladder however, requires constructing consensus with nation-wide parties, and thus obliges moderation, especially if one desires to build trust for future potential coalitions. Therefore, the desire of regional parties to seek national offices in a moderate fashion only happens when they have secured their victory at their regional level. In Spain, CiU, which has been the main regionalist party in Catalonia (until the last elections), has been governing at the regional level for about twenty years, and in addition has aspired to make coalitions at the national level. This is a similar behavior than the one described by Filippov et al. when referring to integrated party systems: “Since the system of incentives we associate with integrated parties append the immediate office-seeking goals of political elites with the promise of medium to long term career opportunities that are incompatible with extreme forms of particularistic behavior, much will depend on how heavily those elites discount the future. The extent to which they prefer to preserve their ability to reach agreements on federal issues and build a reputation that positions them to compete for national office depends on how much those objectives weigh against their immediate unit-level reelection concerns” (Filippov et al. 2003: 460). Summarizing, if regional parties have a secure position within their respective region, their next step will be to seek office or representation at the national level, and as long as their coalition at the national level do not harm their perspectives of victory at the regional level, they will opt to make coalition at the national level and moderate their centrifugal demands.

These coalitions between regional and nation-wide parties become crucial in controlling centripetal and centrifugal tendencies, especially when they take place at the national level where the main bargaining regarding the institutional structure of the state takes place. I wish to call these coalitions “integrated government coalitions” and argue that they become a good substitute for the integrated party system that exists in the United States, in that it can create a similar kind of cooperation between elites at both levels of government. The argument that integrated party systems generates incentives for national politicians to view the long-term strategy of preserving the party’s overall electoral coalition over the short term tactic of pursuing ones gains of challenging regional autonomy, becomes less important in a system where there are several other parties (Filippov et al. 2003). The incentives are not only dependent on the nature of the political parties (whether they are integrated or not), but also on the dynamics and outcomes of the electoral competition both within the subunits and at the national level. 

Another example on how electoral competition may affect the structure of incentives is that in a party system composed by different types of parties, integrated party systems might face a serious dilemma because they are competing at the regional level with parties that can respond ‘perfectly’ to their regional constituents and they cannot. In order to win elections, regional parties do not have to appeal to nation-wide labels or constituencies, therefore they can be “perfect” elites and concentrate exclusively on their regional constituencies. However, the regional elites from the nation-wide integrated party (PSC for example) are competing against these regional parties at the regional level and thus have a clear disadvantage because they are forced to be imperfect elites. This is generating in Spain a lot of pressure on the sole integrated party, PSOE. One of its regional branches (PSC) is commenting in Catalonia with strong regionalist parties, and thus PSC has less and less incentives to remain loyal or dependent from the central branch of its party in order to win elections regionally. This may eventually lead to a division within the PSOE, and the creation of two independent parties. The outcomes are not easy to predict and much depends on how strong is party discipline within PSOE. In addition, if PSOE is in power at the national level, this is not so much of a problem, but when they are not in power, the dilemma is strong, and the PSC has more incentives to be perfect representatives of their regional constituencies. “In deeply divided polities forging alliances across federal subjects or districts can require prohibitive vote losses locally, in which case political concessions for the sake of party or forward looking career aspirations might not be justified by any rational calculus” (Filippov et al. 2003: 415).

Conclusions

These examples of the Spanish case are meant to add some light to developing a theoretical framework to study federal (in)stability. The focus on political elites and the nature of political parties in modifying the incentives of those elites to cooperate across levels of government is crucial in understanding the stability of federal arrangements. However, I try to make the point that the nature of electoral competition and electoral coalitions is also decisive, especially in countries where there is a greater complexity in the structure of the party system and the ideal condition of an integrated part system does not exist. In these cases, however, instability is not always the outcome. The dynamics of electoral competition are going to affect the incentives of political elites through the creation of governmental coalitions, and this is going to result in periods of different levels of stability. Taking a more micro-level approach to studying the (in)stability of federations helps identify patterns of stability or instability, and better predict when instability is going to increase or decrease. It can also help monitor incremental changes towards greater centralization or decentralization, which do not imply a rupture. In the past ten years Spain has had periods of both centripetal and centrifugal forces menacing the stability of the federal arrangement. However, one cannot easily agree in defining Spain’s federation (or quasi-federation) as unstable. Precisely, the dynamic character of the electoral competition and the propensity to need coalitions in order to form government at both the regional and national levels have guaranteed a certain stability. Although Spain does not have an integrated party system, elites find themselves in situations of cooperation through coalition building processes (not through integrated parties). 

Certain political coalitions at the national level in Spain have led to peaceful (in political terms) and stable periods in which both regional elites and Spanish elites were moderate in their demands, and were not necessarily trying to shirk from the state’s responsibilities or encroach on the regional units. The coalition governments during the 1990’s generated a fairly traquile political atmosphere
, while the last government (2000-2004) with the absolute majority of the right-wing conservative party (PP) has definitely generated a lot of unrest. There have been attempts of centralization in many domains such as education, for example, and there have been more virulent reactions and demands for autonomy coming from regional political elites. I point to these facts in order to argue that although stability is a possibility in Spain, it is a very unstable stability, and at the moment there are no institutional mechanisms that can guarantee a more stable stability. Political elites are aware that depending on the electoral outcomes there is going to be one style or another of doing politics and of dealing with the federal question: regional elites are always going to be fearful of PP governing with absolute majority, and this simple fact is pushing regional elites to make certain institutional reforms that can guarantee their representation and their degree of autonomy. In turn, PP members fear these demands; and all this creates a general climate of political polarization. The recent victory of the PSOE (the most integrated and integrative party in Spain) seems to have put an end to this polarization. The leader of the party (and now prime minister) is governing in minority, but with the tacit support of several regional parties (ERC, CC), and has included in its cabinet regional political elites from his party coming from almost all of the different regions. 

This particular situation seems conducive to political stability as I have theoretically defined. However, is this agreement with regional elites simply a way to makes consensual decisions towards even more decentralization? I do believe that crucial institutional reforms of the federal system are going to be undertaken. This can be interpreted as instability, or also as a way to institutionalize stability. It is hard to determine the correct answer. Finally, what the theoretical (and somewhat empirical) exploration throughout these pages suggests is that probably the next step might be to look into institutions that affect coalition formation in these countries.
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� The pages that follow are intended as a preliminary exploration of a new body of ideas that has emerged in recent years to explain federal stability. The focus of many of these theories is on understanding stability of federalism by analyzing institutional parameters that are not directly or necessarily related with federal institution, but that might have on impact on their stability.


� Michael Hechter. 2000. Containing Nationalism. Oxford: Oxford University Press.


� Some examples of these publications are: Filippov, Mikhail, Peter Ordeshook and Olga Shvetsova. 2003. Designing Federalism: Theory of Self-Sustainable Federal Institutions (unpublished manuscript); Parikh, Sunita A. and Barry R. Weingast. 2003. Partisan Politics and the Structure and Stability of Federalism, Indian Style. (unpublished manuscript); Jenna Bednar. 1999. An Institutional Theory of Federal Stability (unpublished). As well as recent publications or unpublished manuscripts by James D. Fearon and Pieter Van Houten.


� I am not using equilibrium with the meaning that is commonly used in game theory approaches, but rather as an intuitive concept to explain stability. Further on I discuss in more detail the concept of stability of federalism.


� Note (in order not to get confused) that I am referring to two levels of institutions. The federal constitution or federal arrangement as a general institutional framework on the one hand (the stability of which I wish to explain); and then a constellation of various institutions (some directly related with the federal nature of the state and some not) that influence agent’s incentives (those agents that are particularly relevant in determining the stability or instability of the federation). This idea of several institutional layers is adopted from Filippov et al., which in fact refer to three different levels of institutions.


� In the Spanish case, which will be more carefully analyzed further on, the conditions that led to the establishment of its (quasi)federal system coincided with the transition from an authoritarian rule and with the negotiation process to create a democratic regime. The Spanish Constitution was elaborated under the pressure to attain a compromise. The question of the territorial organization of the state was quite crucial during the negotiations, and in response to the demands of historically specific regions, a quasi-federal system was agreed on and included in the Constitution. Once democracy seemed to be well consolidated, however, the question of the territorial organization of the state (its quasi-federal structure) became an element of debate and redefinition. My point is that the conditions under which the federal structure was initially approved were very specific and driven by the necessity of rapid and minimal consensus. The conditions of that federal arrangement once democracy was in place and fairly stable appeared to be (or were perceived) as quite different.


� The following article is also useful in understanding this bargaining approach: Hardin, Russell. “Why a Constitution?” in Bernard Grofman and Donald Wittman, The Federalist Papers and the New Institutionalism. New York: Agathon Press. The author frames the issue of agreeing on a Constitution as a cooperation game that takes place between several relevant actors.


� Qian and Weingast (1997) are also quoted in Filippov et al. 2003:40.


� I do not resolve this debate although it is crucial. I expect the empirical analysis to shed some light on this matter.


� However, numerous studies do use this approach. Bednar (1999), for example, uses central and regional governments as “agents” in the model she develops. And Treisman creates a game to model the relationship between a central government and provincial governments in order to understand the impact of decentralization on economic reforms (Treisman 1999).


� Quoted in (Filippov et al. 2003:39).


� Filippov, page 279.


� Pieter van Houten has written on the relevance of party competition to distinguish degrees of federal stability between Belgium and Spain.


� Hechter quoted in Filippov et al (2003).


� I have deliberately omitted in all these pages the role of ETA, which definitively complicates the analysis of this situation. With the exception of a brief truce, ETA has not ceased in its demands for and independent Basque Country and in using violent means to pressure the central government. From this point of view then, the political climate has never been stable or harmonious, but referring only to the democratic political game and to the demands of political parties, then we can assert that there have been periods of harmony.





