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O’Donnell’s seminal contention that wealth was not certain to bring about or 

strengthen democracy was inspired by the observation and first-hand experience of 

South American cases. Among them Argentina stands out mainly because it was the 

arena in which the contrast between socio-economic modernization and unstable 

democratic rule appeared most starkly. Despite O’Donnell’s findings, this discussion 

reawakened in the early 1990s. Since then, several studies have found a correlation 

between income and democracy but proposed different interpretations for it. Most of 

these studies acknowledge that the effect of income on democracy varies across 

regions and over time (including the possibility that the effect disappears or reverses) 

and depends on the conditions prevailing in the international system and the 

domestic social structures. Students of the political economy of democratization stand 

today as ready as they stood almost forty years ago to share O’Donnell’s conviction: 

the relationship between development and democracy is highly conditional. This 

study explores the similarities and differences between the causal mechanism that 

interested O’Donnell and those that capture the attention of contemporary 

scholarship and, replicating O’Donnell’s gesture, takes a closer look at the social and 

partisan conditions of Argentina in the 1960s to discuss the plausibility of the current 

theoretical debate. 

early draft 

 
Prepared for the conference, “Guillermo O’Donnell and the Study of Democracy,” 

Buenos Aires, March 26-27, 2012. 
 

I am grateful to Antonella Bandiera for valuable research assistance. 
  



1 
 

Our understanding of the effects on wealth on the political institutions has evolved 

significantly since the publication of Modernization and Bureaucratic Authoritarianism 

(MBA). It did so, to a large extent, in an effort to live up to the theoretical and 

methodological challenges that Guillermo O’Donnell’s forceful critique of the optimistic 

equation posited. Perhaps for this reason, assessments of the long path of regime instability 

in Argentina, one of the central concerns of O’Donnell’s work, have often illustrated 

scholarly reappraisals of this theoretical problem.  

Six years after the first publication of his seminal opera prima, O’Donnell 

concluded that his analysis of Argentina and Brazil had convincingly demonstrated that 

“…’socio-economic development’ does not foster democracy and/or political stability” 

(O'Donnell 1979, 204). That conviction dominated the discussion for the next decade and a 

half, until another path-breaking piece called it into question. In their influential World 

Politics paper, Adam Przeworski and Fernando Limongi (1997), while acknowledging that 

development does not bring about democracy, presented persuasive evidence that it does, 

“exogenously,” prevent democracies from relapsing into authoritarianism. In arguing along 

these lines, they indicated that “[w]hile O’Donnell did find a countercase against Lipset, his 

account about the rise of bureaucratic authoritarianism is not a competing theory. 

O’Donnell studied a country that turns out to be a distant outlier: Argentina…” (Przeworski 

& Limongi, 1997, 170).
1
 More recently, James Robinson, coauthor of another series of 

enormously influential pieces, rebuked: “Przeworski et al. … are wrong when they dismiss 

O’Donnell’s work on the grounds that he ‘studied a country that turns out to be a distant 

                                                           
1
 As it is well known, Przeworski and his collaborators were careful to recognize in this and other pieces that 

O’Donnell did not claim to advance an alternative theory. They observed, however, that most readers took 

him to be doing so. Regardless of O’Donnell’s aspirations, the issue is whether we gain any insight into the 

relationship between development and democracy by focusing on this seeming outlier. In this respect, 

Przeworski and his collaborators do not seem to share O’Donnell’s opinion. 
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outlier.’ In fact, the pattern O’Donnell noted in Latin America is the general case in the 

postwar period”
.
 (Robinson 2006, 520). Argentina is one of the country cases with which 

Robinson and his coauthors illustrate their theoretical results and statistical findings (see for 

example Acemoglu & Robinson 2006, ch. 1 and 11). In their context, it is cited as an 

instance of fragile democratization.  

In the light of these highly significant studies, it would appear that characterizing 

the case of Argentina is instrumental, or at any rate inspiring, to articulate and defend 

different understandings of the relationship between economic development and 

democracy. Of course, I am not claiming causality for the “thinking about Argentina 

effect.” Stressing a more modest empirical association with work that most of us find worth 

discussing will, I hope, suffice to motivate this essay. 

For a reader of contemporary social science it is not surprising to find Argentina 

described as an anomalous case. Indeed, different Argentine seeming anomalies have 

deserved the attention of influential economists (Spiller and Tommasi), historians 

(Shumway), economic historians (Díaz-Alejandro), political sociologists (Waisman) and 

jurists (Nino 1992). In this respect, the debate about the relationship between development 

and democracy is not exceptional. Precisely because this kind of assertion is so frequent, it 

is sometimes difficult to establish what exactly is surprising, odd or worth a closer look 

about the evolution of this country. In this essay I present an interpretation of O’Donnell’s 

treatment of the case of Argentina and its apparently anomalous features in MBA. In 

outlining this interpretation , I trace parallels between O’Donnell’s theses and 

contemporary scholarly discussion and single out ways in which O’Donnell’s insights shed 

light on current theoretical and methodological problems. 
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My main contention is that MBA should not be construed as a story about 

democratic failure at high levels of growth. Indeed, it is patently not a story about the 

correspondence between levels of development and political regimes but an argument about 

the political effect of changes in wealth when they take place at certain levels of 

development. Seen in this light, MBA’s findings are not only compatible with several 

strands of recent empirical work (in addition to Acemoglu & Robinson's exercises see, for 

example, Mainwaring & Pérez Liñán 2007 and this volume) but also consistent with 

common contemporary theoretical results; particularly those analyzing the effect of 

economic crises on the stability of political regimes.  

As I will argue, MBA presents a conception of economic crises that is theoretically 

richer than the one more commonly present in today’s scholarship and describes a causal 

mechanism that helps make sense of the typically more synthetic current discussions of the 

problem.  

After this discussion, I present the MBA explanatory framework in the context of 

modern political economy approaches to distributive politics. O’Donnell’s argument is 

closer to three-actor models like Iversen’s (2006) or Przeworski’s (2005) than to two-actor 

models like Acemoglu & Robinson’s (2006).
2
 Three-actor models have the advantage of 

allowing for coalitions. This is not simply a gain in accuracy or realism but an opportunity 

to discuss specifically political dynamics, ones that are not reducible to an actor’s position 

in the economic structure. Thus I propose to interpret the impossible game described in 

chapter IV of MBA as analogous to contemporary works on socially situated but 

                                                           
2
 Robinson (2006) presents a three-actor extension of the “workhorse” model presented in Economic Origins 

of Dictatorship and Democracy. 
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specifically political dynamics of democratization such as Ziblatt study of the extension of 

the franchise in Germany (2008). 

I divide the exposition into three sections. A fourth one concludes. 

 

The Argentine anomaly and its proper interpretation 

MBA set out to solve the following puzzle: a first ordering of Latin American countries 

according to their economic situation in 1966 produced, in all cases, measures of 

association with their political regimes that are “similar or even better than those obtained 

with universal or cross-regional samples” (p. 11). However, there was one “blatant” 

exception: “Argentina’s position in the political dimension is significantly different from 

what would be expected on the basis of the paradigm, considering its comparatively high 

level of socio-economic development” (p. 12). 

 The initial exposition of the puzzle is so compelling, the contrast between both hard 

data and folk image about development in Argentina, on the one hand, and its equally 

conspicuous political instability, on the other, is so neat, that one feels tempted to jump to 

the conclusion that O’Donnell was indeed proposing a “countercase” to Lipset’s empirical 

regularity. Though understandably tempting, this conclusion would be incorrect.  

 The critique of the optimistic equation in chapter I of MBA has two parts: it argues 

against focusing on cross-national correlations and against using national averages as 

indicators. The purpose of the chapter is not to propose an alternative cross-national 

correlation but to defend a selection of cases that informs the study of variations over time 

within two analogous countries (Argentina and Brazil) presented in chapter II. 

The second part of the critique is longer and more complex than the first one. It 

argues that national averages do not capture differences between “core” and in “peripheral” 
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regions, between dynamic and slow growth industries or between various factors that are 

conducive to social pluralism and the political activation of workers. National averages, in 

short, do not accurately represent the socio-economic phenomena that are likely to 

influence the type of political regime (p. 21, 2
nd

 paragraph). Thus, most notably Brazil, but 

also Argentina were, in fact, “more developed” or, in any case, more prone to produce the 

political results that development begets, than their per capita GDPs at the time suggested. 

Correcting for this measurement error, O’Donnell proposed a new ordering of Latin 

American countries so that “in [then] contemporary South America, the higher and the 

lower levels of modernization are associated with non-democratic political systems, while 

political democracies are found at intermediate levels of modernization” (p. 47). 

 The purpose of the reordering is to justify O’Donnell’s selection of cases. While it 

does cast doubt on the “basic paradigm,” the reordering does not illustrate an alternative 

hypothesis, nor does it propose a different cross-national correlation. Such a proposition 

would have run in a direction opposite to the one defended in the first pages of the chapter. 

There, O’Donnell argues in favor of “longitudinal” analyses of historical trajectories of 

countries to uncover the effect of development on political institutions. Cross-national 

correlations, however accurate, cannot substitute for the observation of the evolution of 

processes of development and its consequences over time (p.6). 

Two such “longitudinal” analyses are presented in the ensuing chapters. The first 

one tells the parallel stories of industrialization through import substitution in Argentina 

and Brazil. It explains the logic of coalition and confrontation that characterizes each phase 

of this evolution and their corresponding patterns of political representation and 

competition. The second one discusses in close detail the socio-economic and political 
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evolution of Argentina between 1955 and 1965 and the rise of the first experience of 

bureaucratic authoritarianism. 

Following these accounts, the apparent Argentine anomaly turns out to be neither 

exceptional nor mysterious after all. In this story, Argentina does not slide into bureaucratic 

authoritarianism because it was highly developed or modern. It did so because the 

trajectory that distinguished its volatile pattern of development gave way to confrontations 

among social groups so stark that they compromised the stability of political institutions, 

both semi-democratic and bureaucratic authoritarian. 

Let us illustrate these points with some data. Figure 1 uses some recent estimates to 

show to what extent and in what sense the Argentina O’Donnell analyzed was exceptional.  
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Figure 1 

Per Capita GDP 

Selected Latin American Countries 

1950-2009 

 

 

For most of the period that concerned his work, Argentina’s level of economic 

development was indeed higher than those of most other Latin American countries and well 

above the regional average (not shown). However, the figure also indicates that over the 

1950s it grew more slowly than, for example, Brazil, and over the first half of the 1960s it 

remained basically stagnant.  

Poor growth performance was a central element of O’Donnell’s account. “Clearly, 

Argentina was [by 1966] far advanced beyond the situation associated with 

‘underdeveloped’. But these data must be considered from the perspective of a long period 

of slow growth.” (p. 132).  

Slow average growth does not constitute a problem per se. It becomes problematic 

to the extent that it represents highly volatile economic outcomes, as figure 2 illustrates.  
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Figure 2 

Annual Economic Growth Rates 

Argentina and Regional Average 

1950-2009 

 

 

 

Note: Average Latin America is average of GDP per capita (in PPP) gwoth rates between 1950-

2009 for: Argentina, Bolivia, Brazil, Chile, Colombia, Costa Rica, Cuba, Dominican Republic, 

Ecuador, El Salvador, Guatemala, Honduras, Mexico, Nicaragua, Panama, Paraguay, Peru, 

Uruguay and Venezuela. 

 

The figure shows that quite often over the last 60 years, economic performance in 

Argentina diverged from the regional trends and it commonly oscillated widely around 

average regional values. Volatile results reflect the problematic phase that Argentina 

entered after the “easy phase” of industrialization through import substitution. 

According to the account that MBA delineates and the celebrated essay on the state 

and alliances (1978) develops further, the problem may be summarized in the following 

terms: After successfully replacing foreign suppliers in the production of consumer goods, 

the expansion of domestic industries demanded increasing amounts of foreign currency to 

pay for imported technology and capital goods. This led to foreign trade and financial 

imbalances that were usually restored restricting internal demand and stimulating the 
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performance of traditional agricultural exports with propitious price signals and policy 

dispositions. To reach these goals, devaluations of the local currency were the instruments 

of choice. By reducing the purchasing power of wages, devaluations constrained domestic 

demand. They simultaneously entailed a net transfer of income to exporters and, by making 

both imports and exportable food products more expensive, significantly increased 

inflation. Higher inflation meant that the real effects of nominal changes in the value of the 

local currency were only temporary. Thus, as inflation progressed, domestic prices, 

including wages, increased, leading to a cycle: “at some point, the effects of the devaluation 

are annulled or even reversed, domestic economic activity increases again, a new foreign 

exchange crisis is produced, and a new devaluation is made.” (p. 137). 

The economic corollaries of this policy cycle are inflation, volatile performance and 

low average growth. This entails, in the social realm, wide variations over very short 

periods in the real value of the income of different economic sectors. Such variations 

translate in the formulation of intense and frequently contradictory political demands 

which, at the limit, derive in mass praetorianism. Under these circumstances, a “ceiling 

consensus” emerges (p.146); that is, the conviction shared by a decisive set of organized 

actors, that distributive conflicts may not be solved under the prevailing rules of the game. 

By altering the rules, some of the active political demands may be suppressed, which, 

according to the ability to overcome the praetorian stalemate and the choices made by 

political actors under authoritarianism (p. 102-103) , may strengthen the regime or lead to 

the restoration of a vulnerable democracy or semi-democracy.  

Would it be consistent with this account to affirm that high income eroded 

democracy in Argentina? Certainly, some of the ingredients of the cocktail of political 

instability are correlates of relatively high income. Workers became politically active 
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because industries expanded horizontally, cities grew and communications improved, thus 

reducing the cost of collective action. Technocrats, the characters that give the bureaucratic 

tone to this type of authoritarian rule, may only appear in sufficiently large numbers and 

acquire political saliency where average income is relatively high. But these are contextual 

circumstances. The catalyst of regime change was not high income but volatile income and 

the perception that there was no way out of the cycle of social confrontation and ineffective 

economic policy.  

Argentine democracy fell not because Argentines were, on average, rich, but 

because they grew richer and poorer in distinctively brief cycles. Lipset’s is a reflection on 

the political effects of modernization, not of steady modernization. Thus thinking of 

O’Donnell’s analysis of Argentina as a presentation of a countercase to Lipset’s empirical 

regularity misses the relevant explanation and the main theoretical point. 

 

Modernization and Bureaucratic Authoritarianism in the light of contemporary 

scholarship  

 

Assuming, then, that MBA says what I contend that it says, is it correct? Is it compatible 

with other things we know about the effect on income on the advent and survival of 

democracies? Does the consideration of the case of Argentina add anything to that 

knowledge? 

In order to answer these questions, I follow now standard practice and consider the 

endogenous and the exogenous effect separately, as originally proposed by Przeworski and 

coauthors (Przeworski & Limongi 1997; Przeworski, Alvarez et al. 2000). The endogenous 



11 
 

effect corresponds to transitions to democracy; the exogenous, to transitions from 

democracy. 

Scholars disagree about the existence of a discernible endogenous effect. Acemoglu, 

Robinson and their collaborators (Acemoglu, Simon et al. 2008; Acemoglu, Johnson et al. 

2009) consider that the correlation between income levels and type of regime reflects 

mostly cross national variance. Therefore the endogenous impact of income on 

democratization disappears when fixed effects estimators are used. Different model 

specifications on largely similar samples capture endogenous effects, in general, of modest 

size (Boix & Stokes 2003; Epstein, Bates et al. 2006; Benhabib, Corvalan et al. 2011). 

Another set of more recent exercises, identify an effect of income that is conditional on 

previous removal of authoritarian leaders from office (Kennedy 2010; Miller 2011) and is 

more clearly perceptible not immediately but after 10 or 20 years (Treisman 2011). 

According to this last set of works, economic growth stabilizes both democracies and 

dictatorships but, at higher levels of development, deposed dictators are more likely to be 

replaced by elected leaders. 

  The research program on development and democracy represents a serious 

collective effort of knowledge accumulation. Most of the studies cited in the preceding 

paragraph work with similar definitions, use the same fundamental set of data bases and try 

to replicate the results of previous exercises. Still, differences in sample coverage and 

estimation techniques make it difficult to assess the validity of their results comparing them 

side by side. To the extent a consensus view may be found in this discussion, it seems to be 

this: the endogenous effect of development on democratization is probably small (Boix & 

Stokes 2003). It varies across countries (Acemoglu, Simon et al. 2008; Acemoglu, Johnson 

et al. 2009) and, more widely, across regions (Mainwaring & Pérez-Liñán 2003; 
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Mainwaring & Pérez Liñán 2007). To the extent that a correlation is discernible, it is most 

likely driven by differences in country trajectories traceable to the 19
th

 century (Boix & 

Stokes 2003; Boix 2011) or even further back in history (Acemoglu & coauthors). 

 O’Donnell’s initial intuition was well oriented: we are not likely to understand very 

much about democratization in the 20
th

 century by focusing on levels or rates of economic 

development. As figure 3 (constructed according to the logic suggested by Acemoglu and 

coauthors) suggests, economic development seems particularly ill suited to help us make 

sense of the so called third wave of democratization. 

 

 

Figure 3 

Cross national changes in levels of democracy and development 

1970 compared to 2009 

 

 

 

As we can see, there is not much of a concentration for Argentina to lay out from. 

Focusing on the most recent forty years, Argentina would seem “exceptional” for reasons 

different from those that concerned the first readers of MBA: its level of democracy 

improved much more than its economic capabilities.  
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In fact, as figure 4 shows, by looking at its level of development, we would be hard 

pressed to predict the location of Argentina on a democracy scale at a given point over the 

last 60 years, This confirms the teachings of MBA, State and alliances and other studies by 

O’Donnell that focused on this country case and is consistent with what we have learned 

about the endogenous effect of development on democracy with the most abundant 

information and most precise analytic tools available.  

 

Figure 4 

Levels of income and levels of democracy 

Argentina, 1950 - 2009 

 

 

  

What about the effect of income on the stability of democracy? Theoretical 

arguments, both verbal and game theoretic, lead us to expect that richer democracies do not 

fall. This could be either because the declining marginal utility of consumption would make 

that, at higher levels of developments , the poor demand less redistribution, the rich pose 

less of an obstacle to such demands (Boix 2011) or because aversion to the risk entailed in 
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being oppressed under dictatorship “overwhelms the eventual consumption gain from 

becoming a dictator” (Przeworski 2005, 265).  

I find this kind of reasoning compelling and therefore expect that considerations of 

this sort weigh more heavily at higher levels of development. A wealth of empirical 

evidence is consistent with this expectation (Przeworski & Limongi 1997; Przeworski, 

Alvarez et al. 2000; Boix & Stokes 2003; Epstein, Bates et al. 2006; Boix 2011; Miller 

2011).
3
 Indeed, it is in light of these theoretical arguments and this evidence that the rise of 

bureaucratic authoritarianism in 1966 and 1976 seems surprising. 

I propose two lines of reasoning to account for this anomaly. The first one stresses 

issues of measurement error. Przerowski and coauthors’ singularly persuasive reasoning 

and prose have convinced us that in 1966 and in 1976 Argentina fell from democracy. I 

believe that should a political regime with the characteristics of Argentina in 1966 or 1976 

appear on the horizon today, very few of us would be prepared to classify it as a 

democracy. Several reasons support this belief. The most powerful are the following.  

The government that was deposed in 1996 was elected in a vote of which the 

Peronist party was not allowed to participate. The government that fell in 1976 presided, 

since 1974, over covert repressive operations with the same conceptions, tactics and field 

operatives of the much more extensive plan the dictatorship would deploy two years later. 

Some of the targets of these activities were potential candidates in elections. Repression 

compromised, then, both political participation and electoral competition. The democratic 

credentials of these two regimes are, I believe, highly disputable.  

                                                           
3
 Though Acemoglu, Robinson and collaborators (2008, 2009) insist that when we take into account the 

unobserved variation across countries, the effect of income of the stability of democracies also disappears. 
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I think it is therefore more sensible to code these regimes as semi-democracies. 

Their fragility in spite of the comparatively high levels of economic development is 

consistent with available evidence. Epstein and coauthors (2006) find no effect of income 

on the stability of partial democracies. Yet, it is also true that, as these authors recognize, 

we have no clear explanation for the fact that income stabilizes full democracies but not 

regimes in which severe limits to either participation or competition exist.  

There is no easy way around this discrepancy between facts and theory. But there 

are some complementary observations that could help us make sense of the evolution of 

Argentine case. They relate to the often cited destabilizing effects of economic crises and 

they could be articulated most fruitfully returning to the interpretation that O’Donnell 

proposed in MBA.  

Two basic sets of reasons have been proposed to account for the destabilizing effect 

of economic crises on democracies. The first set underscores the effect of crises on income. 

During crises, income drops. As income drops, the difference between being an electoral 

loser or being oppressed by a dictatorship starts to fade. Therefore, the potential increase in 

consumption associated with the possibility of  becoming a dictator justifies running the 

risk of ending up oppressed (Przeworski 2005).  

The second set of reasons highlights the potential impact of crises on the collective 

action capabilities of those social sectors that oppose democracy. In the language of 

Acemoglu & Robinson, democratic institutions survive to the extent that they support the 

credibility of the promises that elites will redistribute income to the poor and that the poor 

would not use their institutional power to expropriate elites. Actors that fall victim to 

broken promises rebel against the prevailing institutions as soon as, and only to the extent 

that, they solve their collective action problem. Crises are some of the exogenous shocks 
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that could pave the way to solving this problem (Acemoglu & Robison 2006; Robinson 

2006). 

Crises may indeed throw into sharp relief the economic consequences that certain 

policies may have on certain sectors. It is not clear, however, that this gain in understanding 

would be in any way instrumental in solving collective action problems. On the contrary, 

crises may very well increase the costs of participation and therefore reduce, rather than 

increase, the probability that collective action takes place. In short, if economic crises tend 

to destabilize partial or full democracies it is not very likely that they do so because they 

enable previously disorganized social interests to organize and bring about the kind of 

regime that best protect their interests. 

The direct impact of crises on income offers a more plausible explanation. 

However, the specific conditions under which such an impact may obtain and be registered 

as a threat are not always clear. On the one hand, crises could be conceived, as they often 

are, as sharp income reductions produced by exogenous shocks. By definition, such shocks 

are unpredictable and subject to a dynamic foreign to the political system in question. Yet it 

is also possible that sharp reductions in income are the predictable outcome of conflictive 

socio-political dynamics. This is the case of the policy cycle described in chapters II and III 

of MBA. 

What is critical about the situation that MBA describes is that, once the easy phase 

of import substitution is exhausted, it is no longer possible to sustain the wage levels 

characteristic of the previous stage, nor is it possible to prevent politically active and 

electorally capable workers from resisting policies that reduce real wages. But responding 

to these demands is “easy.” It only requires letting inflation do its job, which of course sets 

in motion the external imbalances that presented the need to devalue the local currency, 
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stimulate exports and bring down wages. Under full or partial democracy devaluations are 

costly; they must face the opposition of politically active workers. This is why the costs of 

tolerating labor activation become too high for exporters and industrial producers. Thus 

exclusion by regime change becomes a better and viable option. 

 If the preceding arguments are correct, MBA does not analyze an exception to the 

stabilizing effect of high income on democracy. It explains how economic crises, in the 

sense of cyclical and inconsistent macro-economic policy, erode partial democracies and 

provoke relapses into authoritarianism.  

 

Distributive coalitions and political regimes 

O’Donnell’s analysis uncovers the social foundations of the cycle of nominal changes in 

prices that do not produce any lasting transformation in real terms. Illuminating as the 

analysis is, some questions come to mind: why does mass praetorianism obtain? Why do 

not workers and industrialists come together to permanently exploit exporters? Why do not 

industrialists and exporters form a coalition to complete exclude workers?  

Of course this presentation of the problem simplifies the much more nuanced 

account we find in MBA. Yet the simplification is still basically congruent with the general 

outline of O’Donnell’s argument and useful to trace a parallel between his work and some 

recent contributions to the political economy of redistribution. 

The impossibility of establishing long lasting coalitions among sectors with partially 

compatible interests could be conceived, like Iversen (2006), as the expression of 

commitment problems. Iversen tries to account for the fact that democracies with majority 

electoral rules redistribute in favor of the poor less than democracies with proportional 
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representation formulas do. The basic contention is that agreements resulting from 

exchanges within parties are more difficult to enforce than agreements among members of 

different parties. Therefore, under majority rules, the middle class vote for parties of the 

right (representing the rich) because they do not trust the poor will not tax both the rich and 

the middle class if a left party (favoring the poor) wins. Proportional representation makes 

room for more than two parties, so that it is possible that each sector has its own 

representation. Therefore, a coalition between the middle class and the poor could tax only 

the rich and share the benefit. The middle class party could credibly threaten with 

abandoning the coalition if any attempt to tax its voters is made. According to this 

argument, coalitions between parties solve the commitment problem that coalitions within 

parties would present.  

Conceivably, a faction representing middle class voters could threaten with 

abandoning a party, so that some sort of redistributive compromise could also be produced 

under majority rule. If this is true, Iversen’s answer to the puzzle does not quite work. Yet 

the basic insight remains: actors find commitment problems as soon as they need a coalition 

in order to reach their goals. Problems of this sort may have prevented the characters of 

O’Donnell’s story from consolidating their partnerships.  

The details of the commitment problem presented in MBA are different from those 

found in standard political economy accounts. In O’Donnell’s framework, exporters cannot 

commit to an exchange rate that takes into account both their interests and those of 

industrialists. High rates protect domestic industrial producers from foreign competition but 

make them pay higher prices for imported intermediate and capital goods. So the ideal 

exchange rate for net exporters should be different from the one that industrialists would 
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choose on their own. Net exporters do not need to deal with this problem, because when 

trade and financial imbalances appear, they could demand as high an exchange rate as 

needed to supply foreign currency in the required amounts. They could not promise to settle 

for a rate any lower than this one. 

Workers, on the other hand, could not commit to demand a nominal increase in 

wages lower than the political capabilities of their representative organizations allow. This 

level of wages would most certainly be higher than the level domestic industrial producers 

would settle for. The proscription of the Peronist party during semi-democratic years and 

the stronger restrictions on both partisan and union activities during bureaucratic 

authoritarian regimes reflect the threat that this commitment problem represented to other 

social sectors. 

 If the electoral regime that was in place during the semi-democratic periods allowed 

for more than two parties, why weren’t inter-sectoral coalitions formed? I propose an 

answer in two parts. First, with Peronism out of the game, intersectoral coalitions were not 

possible. The reason is very simple and is exposed in detail in the impossible game chapter 

of MBA: non-peronist parties could not adopt overtly pro-labor policies nor were they 

allowed to lift the ban on Peronism (p. 174). Any of those options meant that the game of 

elections was over. The impossibility of representing workers politically made union 

activation even more relevant and urgent and thus, turned a commitment to moderation less 

likely. 

 The simple reason does not suffice, for we need to account for the ban on Peronism 

itself. Part of the reason resides in the still fresh memories of the Peronist decade and the 
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desire for social and political revenge that these memories awakened in the propertied 

sectores. Yet it would be difficult to understand the sense of challenge without reference to 

partisan identities and political institutions. As O’Donnell correctly argued, Peronists voters 

were not exactly a majority but, by far, the largest plurality. It is very unlikely that an 

executive could have been elected without the support of this group and, therefore, unlikely 

that presidents so elected committed to setting policy too far away from the core 

preferences of peronist voters. Of course, a coalition of non- peronist parties was 

conceivable, but the difficulty of dividing the price of the presidency among coalition 

partners made courting the vote of orphaned Peronist voters an attractive alternative. 

Rather unsurprisingly, the ban on the party representing workers made inter-sectoral 

coalitions elusive. Therefore, there were no propitious political tools to help solve the 

commitment problems deriving from the economic situation. Under these circumstances, 

actors did not choose between governments but between regimes. Semi-democracy was the 

setting in which labor activism could flourish. Bureaucratic authoritarianism was the 

context in which devaluations and pro- export policies were more easily adopted. Without 

coalitional tools, there was no way around policy cycles and regime instability. 

 

Still learning from the Argentine exception? 

Forty years ago, the publication of MBA revolutionized the field of democratization studies. 

Responding in large measure to O’Donnell’s challenge, our understanding of the 

relationship between economic development and democracy has become conceptually 

sharper, methodologically much more rigorous and theoretically more structured.   
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Over the last fifteen years confidence in the enduring validity of O’Donnell’s 

original insights has grown and waned. This essay contends that much of that confidence 

depends on how we interpret O’Donnell’s treatment of the seemingly anomalous character 

of the Argentine case. Recognizing he did not write a story about the failure of democracy 

at high levels of development but a story about political instability in a context of volatile 

economic performance, his account appears on the same line with the most convincing 

contemporary contributions to the literature.  
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