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Abstract: We study the use of partial decentralization as a way of avoiding wasteful
secessionist conflict when there is interregional inequality and redistribution between
regions. Although decentralizing allows regional governments to better target local
preferences, which mitigates conflict, it also exacerbates interregional inequality, which in
turn contributes to conflict. We show that, even though an increase in inequality fuels
conflict in both regions, the probability of a secession occurring through conflict might be
either increasing or decreasing in inequality, depending on whether unifying is socially
efficient or not. It follows that, on the one hand, the range of decentralization levels such that
the peaceful - decentralized - outcome is politically sustainable always increases with
inequality, while on the other hand, the minimum and maximum levels of decentralization
that prevent a conflict might be either smaller or bigger. Finally, we show that when
decentralization is an irreversible process, it cannot prevent secessionist conflict for any level
of inequality.
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