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Theoretical Benefits and 

Limitations of Federalism

Centralization and Devolution in 

America

Benefits of federalism?  

n Provides economic benefits 

q Market Preserving Federalism/Fiscal Federalism

q Marketplace of Ideas

n Protects regional cultural, ethnic, and 

religious identities

q Nation Preserving/Holding Together Federalism

n Encourages Policy Innovation

q States are Laboratories of Democracy 

Nation Preserving /

Holding Together Federalism
n Federalism

q protects regional cultural, religious, or ethnic 

minorities.

q grants minority groups regional policy autonomy.

q provides regionally concentrated minority groups 

voice in national government.
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Nation Preserving Federalism: 

Reduces Tension and Conflict

n Local Autonomy in Policy Decisions

q Cultural preferences can be preserved locally while 
not imposed on all.

n National Representation in Central 

Government

q Gives minority groups say in national government 
policy.

q Senate and House provide for proportional and 

geographical representation in US government.

Regional Diversity 

in the House

Geographic Diversity Senate
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Drawbacks of 

Nation-Preserving Federalism

o Malapportionment:

o Unfair?   

o Undemocratic?

o Partisan?

Unequal Senate?

Unequal Senate?
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Small State Bias in Senate

By 2040, 70% of the 

population is 
projected to live in 15 
states.  

This means that 30% 

of the population will 
choose 70! Senators.

Small State/Racial Bias Senate

States by GDP
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Thinking about asymmetrical 

federalism and secession

• When will states pursue asymmetrical federalism or secession?

• Pressure emerges when the benefits of federalism diminish for 
actors in a subnational unit.

• Cultural threat of assimilation/domination are perceived to be 
high for members of a state (Ex: Quebec,)

• Economic future as independent state is strong
• (Scotland, Quebec)

• When these conditions are met, pressures can lead to calls for 
secession, asymmetrical federalism, or policy innovation.

Calexit?

Drawbacks of Nation-Preserving 

Federalism

o Secession is messy and undefined.

o Under what terms should a unit be allowed to 
leave?

o To what extent should a unit be given unique 
powers to remain?

o Can other states prevent secession? How?

https://www.sacbee.com/opinion/california-forum/article209845689.html
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Federalism Encourages 

Policy Experimentation

States are “Laboratories of Democracy”
q States can experiment with novel policy solutions

q All states can benefit from successful experiments

q Only one state need suffer from a failure

Examples

q Medical Marijuana and Marijuana Legalization
q Three Strikes Laws and

q Charter Schools and Voucher Programs

q TRAP Abortion Laws

q Tax and Expenditure Limitations on Government

Increases Policy Experimentation

and Access to the Policy Process

n Federalism helps new ideas get into the 

political system.

q State Legislatures

q State Courts

q Ballot Initiatives

q Local and City Governments.

n Encourages “Venue Shopping” by outsider 

groups.

Laboratories of Democracy 

and Pandemic Politics. 

n Decentralization is allowed state governments to 

experiment with appropriate policy responses to Covid-
19 epidemic.

n Early innovators can provide lessons to later states 
about regulatory framework, economic costs, and public 
health benefits of Covid-19 response policy

n Later adopting states can delay action– but at risk to 

public health, economy, and political stability.
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Laboratories of Democracy 

and Pandemic Politics. 

Laboratories of Democracy 

and Pandemic Politics. 

Laboratories of Democracy 

and Pandemic Politics. 
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Laboratories of Democracy 

and Pandemic Politics. 

n State governments are not equal innovators, 

nor are they equal borrowers.

q Republican governors and governors from states 

with more Trump supporters were slower to adopt 

social distancing policies. 

q Problem severity not strongly associated with the 

timing of Covid-19 mitigation measures.

Laboratories of Democracy: 

Upsides

n The Good

q Encourages policy innovation

q Permits policy variation across states according to 

regional values.

q Allows states to evaluate and adopt policy 

experiments that work.

Laboratories of Democracy: 

Downsides

n Cost associated with failed policy innovations.

n Race to the Bottom: States policy innovation may be 

biased towards certain types of policy.

n State partisanship/ideology may limit full adoption of 

policy across states.


