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Abstract

This paper offers new evidence on the causal link between poverty and elite capture within a demo-
cratic country. The extent of elite capture was derived from the names of 64,152 elected officials in
four election cycles at the provincial and municipal levels in the Philippines. To identify the causal
relationship between elite capture and poverty, this study exploits the exogenous variation in the num-
ber of churches constructed in the Philippines during the Spanish colonization period (1521-1898).
These structures were built in locations where political families developed and persisted to the present.
Using the number of colonial churches as an instrument in a two-stage least-squares regression, this
study finds that poverty in Philippine provinces is inversely proportional to the percentage of positions
controlled by elites and directly proportional to decreased competition among elites. Results are robust
to the measure of poverty used as well as controlling for other plausible channels through which the
presence of colonial churches may influence poverty in the Philippine provinces.
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1. Introduction

How political institutions evolve and their im-
portance in charting the course of economic de-
velopment is always of great interest to scholars.
There is an argument that the quality of political
institutions matter; that is, institutions which al-
lows free elections and fair distribution of polit-
ical power clears a path for favorable economic
outcomes. However, many democracies, par-
ticularly in the developing world, have become
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and participants of the 2017 Canadian Development Eco-
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suggestions. I thank Rosamaria Scalia and Shreyas
Tambe for research assistance. The usual disclaimer ap-
plies. Supplementary material for this study is available at
http://sites.google.com/site/michaelbarriosbatu. Email ad-
dress: mbatu@uwindsor.ca.

“captured” by powerful political families and in-
terest groups (Acemoglu and Robinson, 2008).
Oftentimes these political families and interest
groups or elites retain a disproportionate amount
of influence over the policy-making process. Fa-
voring the status-quo, elites often oppose eco-
nomic or political reforms thereby undermining
the quality of democracy and economic develop-
ment (Querubin, 2011; Besley et al., 2010; Ace-
moglu et al., 2008).

While the foregoing argument have been
widely studied in a cross section of countries,
empirical evidence at the sub-national level and,
importantly, within developing countries is quite
scarce.1 The current study fills this lacuna by ex-

1There are empirical studies that examine the relation-
ship between economic development and political insti-
tutions across countries, for instance see Sochirca et al.
(2016), Leonida et al. (2015), Man (2014), and Acemoglu
et al. (2001). There are studies which examined this re-
lationship using sub-national data: for the US see Besley
et al. (2010), for India see Dash and Mukherjee (2015), and
for Colombia see Acemoglu et al. (2008).



amining the causal relationship between poverty
and elite capture at lower levels of government.
The Philippines was specifically chosen for this
study because dominance of elites in its local pol-
itics is well documented. For instance, more than
fifty percent of elected congressmen and gover-
nors in the Philippines have a relative who has
held elected office previously (Querubin, 2011).

A unique dataset containing measures of distri-
bution of political power as the main explanatory
variable and three measures of poverty as the de-
pendent variable was assembled. Specifically, the
following measures of elite capture were used:
the percentage of elected positions controlled by
political elites and an index of concentration of
political power. These measures were derived
from the names of 64,152 elected officials in four
election cycles (2004, 2007, 2010, and 2013)
from 81 provinces in the Philippines.

To estimate the causal relationship between
elite capture and poverty, there must exist a vari-
able that could elicit an exogenous variation in
the distribution of political power. Given its
pivotal role in the formation of early political
elites in Philippine provinces, this paper finds that
Spanish colonization policies, represented by the
number of churches built during the period of
colonization, is a variable that could elicit this
exogenous variation. Spanish colonization poli-
cies were largely influenced by the feasibility of
settlements which, in turn, depended on coop-
eration from the natives (Pearson, 1969). The
Spanish colonization strategy was to pacify the
natives through conversion to Christianity. The
Spanish constructed churches in pueblos which
became focal points of the local colonial admin-
istration. Along with converting natives to Chris-
tianity, the Spanish implemented a policy of em-
powering local chieftains thereby ruling the na-
tives indirectly. This policy replaced the pre-
colonial political norms and helped create a larger
class of local elites which survived to the present.
Not all of the Philippine islands, however, were
colonized successfully. Colonial influence is lit-
tle to none in island groups where the Spanish
faced fierce native resistance as exemplified in
some landlocked provinces in the north and most
of southern Philippine islands.

The first stage regressions indicate that as

much as 21% of the variation in the extent of elite
capture is explained by the number of churches
built during the colonization period. The first
stage regressions also show two interesting re-
sults: First, the number of colonial churches
is positively correlated with the percentage of
elected positions controlled by political elites;
and second, the number of colonial churches is
negatively correlated with the index of concen-
tration of political power.

The two-stage least-squares estimate of the
marginal effect of elite capture to poverty is sta-
tistically significant. I find that poverty incidence
in Philippine provinces is inversely proportional
to the percentage of positions controlled by elites
and directly proportional to decreased competi-
tion among elites. These results are consistent
with other studies on the adverse effects of polit-
ical inequality to economic outcomes at the sub-
national level (Acemoglu et al., 2008).

Depicted in Figure 1, the exclusion restriction
assumption relies on the idea that (conditional
on the controls in the regressions) the number of
churches built from 1521-1898 have no effect on
current poverty other than its effect on the dis-
tribution of political power. This is a strong as-
sumption given that there may be other channels
through which the number of churches could in-
fluence current poverty rates. The potential viola-
tion of the exclusion restriction was addressed by
checking whether the following variables have a
comparable effect on poverty:

(a) Temperature

(b) Rainfall

(c) Presence of building materials

(d) Percentage of Catholics

(e) Distance from the capital

(f) Literacy

(g) Family income growth

(h) Island group fixed effects

Inclusion of these variables did not overturn the
effects of elite capture on poverty. Remarkably,
controlling for the extent of elite capture, none
of these variables are significant in explaining
poverty incidence in Philippine provinces.
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The results of this study have important im-
plications for democratic reform in “captured
democracies”. For instance, there have been ef-
forts in the Philippine legislature to pass laws
to curb or dismantle political dynasties but these
proposals were always met with resistance from
political elites who favor the status quo2. It is un-
clear, until now, how large the quantifiable ben-
efits of dismantling political elites are. Results
from the second-stage regressions reveal that a
one percent reduction in the concentration of po-
litical power decreases poverty incidence in the
Philippine provinces by at least 1 percent, all else
equal. To put the results into perspective, the
number of families living with less than $1.25 per
day in the Philippines’ poorest province will be
fewer by around 1,500 as its political institution
becomes more competitive and inclusive.

The rest of this paper proceeds as follows.
Section 2 describes the institutional background.
Section 3 presents the data and stylized facts on
elite capture in the Philippines. Section 4 presents
the empirical results on the relationship between
poverty and political elites. The proposed in-
strument, the number of churches built during
the Spanish colonization, is discussed in section
5. Section 6 presents the results from the two-
stage least-squares regressions. Robustness tests
to support the exclusion restrictions assumption
are presented and discussed in section 7. Section
8 discuss the implications of this study on demo-
cratic reform in the Philippines. Section 9 con-
cludes.

2. Institutional background

The Republic of the Philippines is an
archipelago of about 7,100 islands divided into
three major geographic regions namely Luzon,
Visayas, and Mindanao. Prior to the arrival of
the Europeans, the Philippines consists of several
maritime states governed by class of hereditary
nobles. Political leadership was vested in chief-

2A recent example is Rodrigo Duterte, the current
Philippine president, who opposed legislation to curb po-
litical dynasties. According to Duterte, the proposed law
that “prohibits first degree family members from running
for public office is undemocratic since it is hindering their
rights to become a candidate” (Adel, 2015).

Figure 1: Causal channel between current
political elites and poverty.

tains called Datus and Rajahs. The arrival of Fer-
dinand Magellan in 1521 marked the beginning
of the Spanish colonial period which lasted 377
years. The Philippines, just like other colonies,
was governed by the Spanish crown through an
appointed governor general. Following their de-
feat in the Spanish-American war, the Spanish
ceded the Philippines to the United States in
1898. In 1935, the Philippines was granted com-
monwealth status by the United States and free
elections were held. The country was also occu-
pied briefly by Japan during World War 2. The
Philippines achieved full independence in 1947.

Currently, the Philippines is governed at the
national level by the following elected officials:
a president who is both the head of state and
head of government, a vice president who is
elected separate from the president, and 24 sen-
ators elected at large. In terms of local political
structure, the Philippines is currently divided into
81 provinces each of which is further divided into
congressional districts. There are 234 congres-
sional districts each of which consists of several
municipalities and cities. There are 144 cities and
1,490 municipalities to date. Elected officials in a
province consists of a governor, a vice governor,
and eight provincial board members. Municipali-
ties and cities follow the same structure: a mayor,
a vice mayor, and eight town councilors (popu-
lous cities have more councilors). Congressmen
are elected by districts and represent their con-
stituencies in the national House of Representa-
tives. Local officials serve for a term of three
years and term limits prohibit more than three
consecutive terms. However, these officials can
be re-elected to their previous positions at least
three years after their three consecutive terms
have expired or they can run for a different po-
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sition.

3. Data and stylized facts

3.1. Distribution of political power

In this study, a family is considered a po-
litical elite if any of its members occupy at
least two positions simultaneously for a given
province and election cycle. The more positions
a family occupies the more powerful it is. To
construct measures of elite capture, the identi-
ties of 64,152 elected officials from the 2004,
2007, 2010, and 2013 election cycles were com-
piled from the Philippine Commission on Elec-
tions (COMELEC). Following Querubin (2016),
Labonne (2016), and Fafchamps and Labonne
(2016), paternal and maternal connections were
established by analyzing middle and last names
of elected officials. The naming convention in the
Philippines take the form:

first name,
mother’s last name,
father’s last name

where mother’s last name corresponds to the in-
dividual’s middle name and the father’s last name
is the individual’s last name. Married females tra-
ditionally attach the last name of their husbands
into their own last names. Relatives were identi-
fied by finding a match of the middle name, last
name, or both. For instance, individuals with the
same middle and last names are most likely sib-
lings. Individuals with the same middle (last)
names are related maternally (paternally).3 The
matching was conducted for each election cycle
within each province to produce estimates for the
percentage of elected positions controlled by lo-
cal political families. It should be emphasized
that this approach produces a lower bound esti-
mate as it cannot account for a small number of
political families who only have a pair of mem-
bers that get elected to a particular position one
at a time. For instance, a son who replaces his
father retiring from politics will not be covered
except if they have relatives who were also con-
currently elected in other positions.4

3Descriptive statistics for these two measures of elite

A problem in this kind of approach is the ex-
istence of false positives, or matches that do
not correspond to actual relatives. Fafchamps
and Labonne (2016) provide three explanations,
mostly unique to the Philippines, as to why false
positives are unlikely: First, names used in the
Philippines were imposed by the Spanish colonial
government with the goal to distinguish families
at the municipal level for the purpose of census-
taking and tax collection. In 1849, Governor Nar-
ciso Claveria issued the Catalogo Alfabetico de
Apellidos containing a list of thousands of Span-
ish family names natives can choose from. In
each town, a particular family name was given
only to one family which led to local hetero-
geneity of family names, reducing the concern
for false positives. Second, using administra-
tive data, Fafchamps and Labonne (2016) found
that the most common surname in the Philip-
pines is De La Cruz and is used by only 0.32
percent of individuals. By contrast, they show
that the prevalence of common names is much
higher in other countries in the region. The per-
centage of the population that uses the most com-
mon surname is 7.25% in China, 5.5% in In-
dia, 11% in Taiwan and 38% in Vietnam. And
third, the formal process to change one’s middle
or last name is long, tedious, expensive, and the
probability of success is low in the Philippine le-
gal system. This reduces concerns about strate-
gic name changes. Given the foregoing reasons,
the method of matching middle and last names
should generate reliable estimates of distribution
of political power.

3.2. Example: Political elites in Matuguinao
To illustrate the method for identifying politi-

cal elites, let us consider the case of Matuguinao.
This municipality was formally created in 1965
and is located in Samar Province, about 500 kilo-
meters southeast of Manila, the capital of the
Philippines. According to the 2010 Philippine
census, Matuguinao is mostly agricultural and
has a population of 6,746. Elections in this

capture are reported in the Appendix.
4Mendoza et al. (2012) estimated only 4.36% of politi-

cal families belong to this type for members of the Philip-
pine House of Representatives. Elite capture of this type is
the classic definition of a political dynasty.
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Table 1: Elected officials in the municipality of Matuguinao, Samar Province.

Election cycle: 2004 Election cycle: 2007
Mayor Dy, Jocella Milka Mayor De La Cruz, Carlos Adel
Vice-Mayor De La Cruz, Carlos Adel Vice-Mayor Boller, Aran De La Cruz
Councilor Boller, Aran Dela Cruz Councilor Martin, Nelson Sr. Diaz
Councilor Mesario, Emelita Dela Cruz Councilor Diaz, Aaron Gadin
Councilor De La Cruz, Lourdes Diaz Councilor Bongon, Leo Baldonado
Councilor Floquencio, Salvador Baldonado Councilor Mesario, Emelita De La Cruz
Councilor De La Cruz, Dionesio Diaz Councilor De La Cruz, Christopher Beduya
Councilor De La Cruz, Erlinda Abrazaldo Councilor De La Cruz, Erlinda Abrazaldo
Councilor Labian, Peperion Jr. Oraya Councilor Floquencio, Salvador Baldonado
Councilor Diaz, Aaron Gadin Councilor Velarde, Bienvinida Sumagdon

Election cycle: 2010 Election cycle: 2013
Mayor De La Cruz, Melissa Abrazaldo Mayor De La Cruz, Melissa Abrazaldo
Vice-Mayor Floquencio, Salvador Baldonado Vice-Mayor Floquencio, Salvador Baldonado
Councilor Velasco, Gina Araza Councilor Mahinay, Felicisimo Prudenciado
Councilor Manas, Bernardo Ramones Councilor Elizalde, Romualdo De La Cruz
Councilor Diaz, Paquito, Jr. Velarde Councilor Morillo, Lorraine Mustacisa
Councilor Elizalde, Romualdo De La Cruz Councilor Diaz, Delia De La Cruz
Councilor De La Cruz, Christopher Beduya Councilor Durmiendo, Mike Delizo
Councilor Labian, Peperion, Jr. Oraya Councilor Ma, Bernardo Ramones
Councilor Velarde, Bienvenida Sumagdon Councilor Labian, Peperion Jr. Oraya
Councilor Mesario, Emelita De La Cruz Councilor Diaz, Paquito Velarde
Note: Election data was sourced from the Philippine Commission on Elections.

municipality are characterized by the presence
of rivalries among powerful and well-entrenched
political families which often leads to election-
related violence. In fact, Matuguinao is almost al-
ways included in the list of municipalities consid-
ered as “hot spots” during elections. These char-
acteristics make Matuguinao a good laboratory to
explore the method for computing the distribu-
tion of political power discussed in the previous
section. Listed in Table 1 are the last, first, and
middle names (in that order) of elected officials
in the municipality of Matuguinao from 2004,
2007, 2010, and 2013 election cycles. Using the
method of matching last and middle names, there
appears to be three powerful political clans in
Matuguinao: De La Cruz, Diaz, and Baldonado
families. Matching of last and middle names re-
veal the percentage of positions controlled by po-
litical elites: 70% in 2004 and 2007, 50% in 2010
and and 40% in 2013.

3.3. Elite capture in the Philippine regions

Table 2 present some stylized facts about elite
families for each region in the Philippines. Over-
all, the average number of positions held by elite
families is 2.6. Region 3 holds the distinction

of having the most number of elite families at
222. Region 3 is the home of the Aquino and
Cojuangco families who are influential in both
national and local politics.5 The region with
the least number of elite families is Region 12
with 47. The region with the highest average
number of positions held by elite families is
the Autonomous Region for Muslim Mindanao
(ARMM) with 3.3 positions. The political fam-
ily with the most number of occupied positions
in the ARMM is Ampatuan with 24 positions,
and is followed closely by the Mangudadatu and
Midtimbang families with 12 and 11 positions,
respectively (based on the 2013 election results).

Included in Table 2 are measures of elite cap-
ture for each region. The percentage of posi-
tions occupied by elite families is computed for
each region and election cycle, and then averaged
across the four election cycles. The region with
the most number of positions controlled by po-

5The Philippines had two presidents from the Aquino-
Cojuangco clan: Corazon Cojuangco Aquino who served
from 1986-1992 and Benigno Simeon Cojuangco Aquino
III who served from 2010-2016. This family also pro-
duced five senators, and several congressmen, governors,
and mayors.
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Table 2: Political elites in the Philippine regions.

Number of Average Percentage of
elite political positions per positions controlled

Geographic location families elite family by elite families

Philippines (all regions) 2,322 2.6 0.39
Philippine regions
Region 1 195 3.0 0.53
Region 2 141 2.7 0.43
Region 3 222 3.2 0.51
Region 4A 221 3.0 0.50
Region 4B 115 2.5 0.37
Region 5 152 2.5 0.38
Region 6 189 2.8 0.43
Region 7 181 2.4 0.46
Region 8 201 2.7 0.42
Region 9 88 2.3 0.28
Region 10 115 2.6 0.35
Region 11 47 2.3 0.27
Region 12 55 2.3 0.20
Region 13 94 2.6 0.33
National Capital Region 52 2.4 0.46
Cordillera Autonomous Region 86 2.3 0.27
Autonomous Region for Muslim Mindanao 168 3.3 0.47

Note: A family is considered a political elite if it occupied at least two elected positions within a province and election
cycle. Number of elite political families is the number of politically elite families aggregated for each region based
from the results of the 2013 elections. Average positions per elite family is the average number of positions held by
politically elite families within each region based from the 2013 elections. Percentage of positions controlled by elite
families is the percentage of positions occupied by elite families using middle and last names as a measure of family
connections within each region averaged from the 2004, 2007, 2010, and 2013 election cycles. Election data was
sourced from the Philippine Commission on Elections.

litical elites is Region 1 at 53 percent. Region 1
is the home of the influential Marcos and Singson
political families.6 The region with the least num-
ber of positions controlled by elites is Region 12
at 20 percent. Nationally, about 40 percent of
locally-elected positions are controlled by elites.

4. Do political elites bring about more
poverty?

The main objective of this paper is to examine
the effects of elite capture to poverty in Philippine

6Ferdinand Marcos was the president of the Philippines
from 1969 up until his ouster in 1986 by a popular revolu-
tion. The wife of Marcos, Imelda Romualdez, is currently
a congresswoman and her children became governor (Imee
Marcos) and senator (Bong Bong Marcos). The patriarch
of the Singson political family is Luis Singson who was
governor of Ilocos Sur province for almost 30 years.

provinces. To this end, the following benchmark
model is estimated:

povertyp = α× elitep + X′
p × γ + εp (1)

where povertyp is a measure of poverty in
province p, elitep is a measure which captures
the extent of elite capture expressed as percent-
age of positions controlled by political families
in province p, control variables are given by Xp,
and εp is the error term. A dummy variable
for the ARMM provinces and a constant are in-
cluded in Xp for the baseline estimates. The
ARMM dummy variable captures the structural
differences between the ARMM region with the
rest of the provinces.

Three measures of poverty were considered,
all sourced from the Philippine Statistics Au-
thority for the year 2015, and follow the World
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Table 3: Political elites and measures of poverty.

Dependent variables: Poverty Severity of Poverty
gap poverty incidence

Percentage of positions occupied by elites -0.082** -0.035** -0.249**
(0.033) (0.015) (0.102)

ARMM dummy 5.348 1.759 21.308**
(3.446) (1.440) (10.163)

Constant 8.556*** 3.326*** 31.824***
(1.439) (0.688) (4.203)

Number of observations 80 80 81
Adjusted R2 0.12 0.09 0.14

Note: A family is considered an elite if any of its members controlled at least two elected positions within a province and
election cycle. Poverty gap is the mean shortfall of the total population from the poverty line expressed as a percentage
of the poverty line. Severity of poverty averages the squares of the poverty gaps relative to the poverty line. Poverty
incidence measures the proportion of the population that is counted as poor. Poverty data was sourced from the Philippine
Statistics Authority. The province of Dinagat Islands does not have two of the poverty measures in 2015 (poverty gap
and severity of poverty). ARMM equal to 1 if the province belongs to the Autonomous Region for Muslim Mindanao,
0 otherwise. Heteroscedasticity robust standard errors in parentheses. *** significant at 1%, ** significant at 5%, and *
significant at 10%.

Bank (2005) definitions. The first of these mea-
sures is the poverty gap which refers to the in-
come shortfall (expressed in proportion to the
poverty threshold) of families with income below
the poverty threshold, divided by the total num-
ber of families. Second is the severity (or depth)
of poverty which is the squared income shortfall
of families with income below the poverty thresh-
old divided by the total number of families. The
last measure is poverty incidence, also called the
head count ratio, expressed as the percentage of
the population that is poor.

Table 3 presents the results of the baseline re-
gressions with the share of positions occupied by
political elites as the main explanatory variable
and the three poverty measures as dependent vari-
ables. The baseline regressions demonstrate neg-
ative correlations between the poverty measures
and the percentage of positions controlled by po-
litical elites, and these estimates are statistically
significant at the 5% level. The adjusted R2 in
these regressions indicate that, depending on the
poverty measure, the percentage of positions held
by political elites account for up to 14% of the
variation in the poverty measures.

Although statistically significant, there are rea-
sons to believe why the results in Table 3 can-
not be considered causal. First, and most im-
portantly, the prevalence and persistence of elite

capture are closely related to the poverty situa-
tion of the voters. It has been shown that political
competition in the Philippines, as is true in most
developing countries, is characterized by strong
clientelistic practices (Querubin, 2016). Politi-
cians engage in forms of exchange to win elec-
tions such as vote-buying and jobs in exchange
for votes (Labonne, 2016). In an environment
with a virtually nonexistent welfare system, the
poor have little recourse but to seek support from
these politicians (Mendoza et al., 2012). Second,
there are many omitted determinants of poverty
that will naturally be correlated with the power
of political elites. Finally, the measure of power
of political elites may not be able to capture all
of the powerful families that exist in a particular
province leading to some of degree of measure-
ment error. All of these concerns could be ad-
dressed if there is an instrument for the measure
of elite capture. This instrument must be corre-
lated with the extent of elite capture but have no
direct effect on poverty. This study proposes that
the number of churches built during the Spanish
colonization of the Philippines can serve as a po-
tential instrument and its feasibility is discussed
in the following section.
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5. Colonization and the current local political
elite

5.1. Political institutions during and after Span-
ish colonization

The origins of the current political institutions
in the Philippines can be traced back to the Span-
ish colonial regime. To properly understand the
connections between current political institutions
and the institutions established by the Spanish,
a brief discussion of the colonial political insti-
tution is in order. The Spanish crown was rep-
resented in the Philippines by a Spanish Gover-
nor General who resided in Manila. Each of the
twelve original provinces was ruled by a Spanish
alcalde mayor and was directly responsible to the
Governador General. The alcalde mayors, who
resided in provincial capitols called cabecerras,
exercised great powers as they were the supreme
executives, judges, and commanding officers in
their respective provinces. Below the alcalde
mayor is a host of chosen Filipino officials. Upon
arrival, the Spanish took advantage of the existing
traditional socio-political organization and em-
powered local leaders thereby ruling the natives
indirectly (Pearson, 1969). The system of indi-
rect rule helped create an early upper class called
the principalias which was larger and more influ-
ential than the pre-colonial ruling class.7 Among
the principalias were the village chiefs, called
cabeza de barangay, the chief magistrate of the
town, and other local officials (Pearson, 1969).
Indirect rule by the Spanish enabled and perpet-
uated an oligarchic system of local control (Blair
and Robertson, 1903).

There are numerous studies which suggested
the persistence of political dynasties in both
developed (Dal Bo et al., 2009; Asako et al.,
2015) and developing countries (Querubin, 2016;
Camp, 1995). The Philippines was no excep-
tion as political elites endured after the Spanish
left.8 Many of the incumbent political elites are
in fact descendants of the principalias. There are

7The principalia was the social and educated class dur-
ing the Spanish colonization. They were exempted from
forced labor, were allowed suffrage, can be elected to pub-
lic office, and be formally addressed as Don or Doña. Cer-
tain roles in the church were given to them such as assisting
the clergy during religious services.

8There is a big body of literature about how institutions

several reasons why the political elites persisted
to the present. First, many of the Filipino rul-
ing elites immediately and willingly collaborated
with the Americans when the United States took
over the colony from Spain. This is not surpris-
ing as collaboration with the Americans guaran-
teed that the local power of elites will be pre-
served (Cullinane, 2003). Second, being a pre-
dominantly agricultural society, a feudal relation-
ship prevailed and persisted in rural areas. Many
of the post-colonial politicians inherited the lands
of their principalia ancestors thus transmitting
power and influence from the previous generation
to the next.

5.2. The church and political elite
One of Spain’s objectives in the colonization

of the Philippines was the conversion of natives
to Christianity. To facilitate efficient conver-
sion, the Spanish introduced reduccion which re-
settled natives into small compact communities
(De Viana, 2011). These communities, called
pueblos, included residences for the principalias,
and churches and convents for the Spanish mis-
sionaries. While the alcalde mayor resided in the
provincial capitol, the only Spanish in the pueb-
los were the missionaries. The Spanish mission-
aries exercised a great deal of power in the admin-
istration of these communities. They had author-
ity in civil administration, created and certified
all census lists, certified election results, and had
the final say on positions held by the principalias
(Cruz, 2014). In other words, the influence of the
church was a critical turning point in the develop-
ment of archetype political elites in the pueblos.

Figure 2 shows that there is a positive corre-
lation between the number of churches built by
the Spanish and the percentage of positions con-
trolled by elites in Philippine provinces. From
the figure one can surmise that in provinces
with significant presence of Spanish clergy, there
should be numerous and powerful local politi-
cal elites. Given that political elitism persisted
then these locations currently should also have
numerous and powerful political elites. To proxy
for the influence of the Spanish in a particular

set up in the colonies during the era of colonization per-
sisted to the present (Acemoglu et al., 2001; La Porta et al.,
1998).
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Figure 2: Percentages of positions controlled by local elites and number of churches built during the
Spanish colonization.

province, this study makes use of the number
of churches built during the period of coloniza-
tion (1521-1898). The intuition is that the loca-
tions and numbers of colonial churches indicate
their importance in ensuring successful coloniza-
tion. Most importantly, local leaders were readily
available in these locations.

The following regression model is estimated to
test whether the number of churches is correlated
with elite capture:

elitep = β × churchesp + X′
p × δ + vp (2)

where elitep is the percentage of positions
controlled by political families in province p,
churchesp is the number churches built during the
Spanish colonization, control variables are given
by Xp, and vp is the error term. Only churches
that have historical markers and cataloged by Na-
tional Historical Commission of the Philippines

(NHCP) were considered.9 Descriptive statistics
for the number of churches are reported in the
Appendix.

Column (1) in Table 4 present the results of
a bivariate regression on the number of colonial
churches and the share of positions occupied by
political elites in Philippine provinces. The re-
sults show a positive and statistically significant
correlation between the number of churches and
the political elite. These results confirm that po-
litical elites flourished and persisted in locations
with significant Spanish influence .

There were regions in southern Philippines that
were hostile to the Spanish. Populations in these

9The National Historical Commission of the Philip-
pines (NHCP) has information on historical sites, such
as churches, garrisons, and forts, built during the Span-
ish colonization. The information include the year the
site was built, a description of the site, as well as its cur-
rent status. The data was taken from the NHCP website
www.philhistomarkers.nhcp.gov.ph.
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Table 4: Current political elites and churches built by the Spanish from 1521-1898.

Dependent variable: Percentage of positions occupied by elites (1) (2)

Number of Spanish-built churches 1.557*** 1.725***
(0.449) (0.466)

ARMM dummy 14.498**
(5.658)

Constant 36.506*** 35.302***
(1.620) (1.603)

Number of observations 81 81
Adjusted R2 0.14 0.21

Note: Data for churches was obtained from the National Historical Commission of the Philippines. ARMM equal to
1 if the province belongs to the Autonomous Region for Muslim Mindanao, 0 otherwise. Heteroscedasticity robust
standard errors in parentheses. *** significant at 1%, ** significant at 5%, and * significant at 10%.

regions are predominantly Muslim and resisted
efforts by the Spanish to subdue them. Churches
were never built in these areas as a result of the
hostility. The ARMM encompass what these
regions are today. Controlling for the ARMM
provinces, the estimate for the correlation be-
tween the number of churches and elite capture
increased by a little bit, from 1.557 to 1.725. The
estimated coefficient remain statistically signifi-
cant.

5.3. Spanish-built churches as an instrument for
political elite

The correlations between poverty and elite
capture in Philippine provinces cannot be con-
sidered causal due to concerns such as reverse
causality, omitted variables, and measurement er-
rors. These concerns could be addressed using an
instrument variable (IV) approach. To this end,
this study exploits the exogenous variation in the
number of churches built during the Spanish col-
onization and use it in a two-stage least-squares
regression as an instrument for our measure of
elite capture.

In order for the number of Spanish-built
churches to be a valid instrument it must sat-
isfy two properties. First, the instrument must
be correlated with elite capture. Figure 2 and
the regression results in Table 4 clearly demon-
strates a positive correlation between the number
of churches and the percentage of elected posi-
tions controlled by elites. The second property
is that the instrument must be correctly excluded
from the equation of interest; that is, the number

of churches must not be correlated with the er-
ror term of the regression in equation (1). Other
channels through which the number of churches
may influence poverty in Philippine regions are
explored in Section 7.

Table 5 present the results from the second
stage regression of the exogenous component of
percentage of positions controlled by political
elites and the different measures of poverty. The
first-stage results are also reported and they are
nearly identical to those in Table 4. The F statis-
tics in the first-stage regressions in columns (1)
to (6) are all greater than 10 which effectively
rules out the colonial churches as a weak instru-
ment. In the second stage regressions, the es-
timated coefficients for the measure of political
elite are negative and statistically significant at
the 1% level. The estimated coefficients are also
remarkably larger than those in the regression re-
sults in Table 3 suggesting the presence of down-
ward bias in the OLS estimates. The results of the
bivariate regressions in columns (1), (3), and (5)
of Table 5 indicate that for every one unit increase
in the percentage of positions occupied by po-
litical elites the poverty gap, severity of poverty,
and poverty incidence decreases by 0.327, 0.128,
1.278 percentage points, respectively. The mag-
nitude of these coefficients become smaller as
control variables are added in the regression. Al-
though the reductions in the size of the coeffi-
cients are somewhat substantial, they are still sta-
tistically significant at the 1% level.

These results can be interpreted in several
ways. The negative relationship between poverty
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Table 5: Political elites and measures of poverty (two-stage least-squares regressions).

Dependent variable: Poverty gap Severity of poverty Poverty incidence

(1) (2) (3) (4) (5) (6)

Second stage results
Percentage of positions -0.327*** -0.271*** -0.128*** -0.109*** -1.278*** -1.053***

occupied by elites (0.097) (0.073) (0.038) (0.029) (0.368) (0.279)
ARMM dummy 7.467* 2.586 30.246**

(4.287) (1.768) (13.788)
Constant 18.561*** 15.893*** 7.112*** 6.188*** 73.646*** 62.931***

(4.108) (2.992) (1.619) (1.219) (15.588) (11.462)

Endogeneity test (χ2) 7.79*** 8.13*** 7.48*** 8.26*** 9.76*** 9.32***
Number of observations 80 80 80 80 81 81

First stage results
Number of Spanish-built churches 1.570*** 1.742*** 1.570*** 1.742*** 1.557*** 1.725***

(0.452) (0.469) (0.452) (0.469) (0.449) (0.466)

Controls No Yes No Yes No Yes
First stage partial F stat. 12.05*** 13.77*** 12.05*** 13.77*** 12.01*** 13.70***
First stage R2 0.13 0.19 0.14 0.19 0.14 0.19
Note: A family is considered an elite if any of its members controlled at least two elected positions within a province and
election cycle. Poverty gap is the mean shortfall of the total population from the poverty line expressed as a percentage
of the poverty line. Severity of poverty averages the squares of the poverty gaps relative to the poverty line. Poverty
incidence measures the proportion of the population that is counted as poor. Poverty data was sourced from the Philippine
Statistics Authority. ARMM equal to 1 if the province belongs to the Autonomous Region for Muslim Mindanao, 0
otherwise. The province of Dinagat Islands does not have two of the poverty measures in 2015 (poverty gap and severity
of poverty). Heteroscedasticity robust standard errors in parentheses. *** significant at 1%, ** significant at 5%, and *
significant at 10%.

and elite capture can be explained by the so-
called “legacy” argument. Political elites may
have legacy-related motivations which afford a
more effective planning and implementation of
policies with long-term goals (Mendoza et al.,
2012). The results also suggest that politicians
who do not belong to the elite may have failed
to offer better governance. According to Men-
doza et al. (2013) political parties in the Philip-
pines failed to offer policies that benefit the poor
and introduced policies in order to preserve their
political influence and power. Although provoca-
tive, results from Table 5 do not offer a direct test
of these arguments. Whether these perspectives
are useful for understanding the relationship be-
tween poverty and the presence of political elites
remain an open research question.

6. Do increased competition among political
elites bring about more poverty?

Another possible explanation is that poverty in
the provinces is affected by involvement of po-

litical elites in the provision of public services.
The poor are drawn into political elites as a prag-
matic means to find solutions to their everyday
needs (Auyero, 2001). In a clientelistic society
like the Philippines, it is not uncommon for po-
litical elites to compete for the provision of basic
public services specially during elections. Ironi-
cally, this competition creates a desired outcome
as public services are provided in locations where
otherwise it would have been lacking.10 This
section examines whether there is empirical ev-
idence to support the competition argument. To
conduct this examination, a measure of political
competition using the Herfindahl-Hirschman In-
dex (HHI) was constructed. The HHIp, which
measures the extent to which political offices

10According to Ashworth et al. (2014) political competi-
tion is a mechanism that disciplines the political leadership
in much the same way in the private sector. Politicians that
do not face a credible threat of removal from office (i.e.,
lack political competitors) might feel more prone to serve
narrow economic or selfish interests.
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Figure 3: Power concentration and number of churches built during the Spanish colonization.

have been captured by political elites, is com-
puted using the formula:

HHIp =
N∑
i=1

s2i,p, (3)

where si,p is the share of positions occupied by an
elite family i for each province p. This index is an
appropriate measure of political concentration as
it gives greater weight on elites with large shares
of total positions. For the regressions, the index is
normalized to the province with the highest index
value. The higher (lower) the value of the index,
the more (less) concentrated political power is to
a small number of elites.

One can simply estimate a regression model
similar to equation (1) with the computed HHI
as the main explanatory variable but this will in-
troduce bias in the estimated marginal effect of
political concentration to poverty. There are three
possible sources of this bias. First, is that poverty
is endogenous to the measure of political concen-
tration as shown by Mendoza et al. (2013) where

they found that poverty incidence is correlated to
the HHI measure. Second, there are many omit-
ted determinants of poverty that are correlated
with the HHI measure and the other way around.
Finally, the HHI measure may not be able to cap-
ture all of the powerful families that exist in a
particular province leading to some of degree of
measurement error. These concerns can be ad-
dressed through an IV approach with the number
of churches built during the Spanish colonization
as the instrument.

Figure 3 shows the negative correlation be-
tween the HHI and the number of colonial
churches. The negative correlation suggests that
political competition among elites is weak in
provinces with few Spanish-built churches. In
other words, provinces with little or no Spanish
influence, local politics have been monopolized
by a small number of families. Notable in Fig-
ure 3 (and also in Figure 2) is that most of the
provinces with little or no Spanish-built churches
can be found in the island of Mindanao. Iso-
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Table 6: Concentration of political power and measures of poverty (two-stage least-squares
regressions).

Dependent variable: Poverty gap Severity of poverty Poverty incidence

(1) (2) (3) (4) (5) (6)

Second stage results
HHI 0.267*** 0.278*** 0.105*** 0.112*** 0.972*** 0.990***

(0.083) (0.095) (0.032) (0.037) (0.277) (0.310)
ARMM dummy -1.853 -1.160 -3.113

(5.141) (2.111) (15.911)
Constant -2.774 -3.016 -1.260 -1.412 -8.147 -8.524

(2.428) (2.695) (0.933) (1.045) (8.529) (9.245)

Endogeneity test (χ2) 8.89*** 9.09*** 8.71*** 9.07*** 9.43*** 9.50***
Number of observations 80 80 80 80 81 81

First stage results
Number of Spanish-built churches -1.927*** -1.701*** -1.927*** -1.701*** -2.047*** -1.836***

(0.468) (0.448) (0.468) (0.448) (0.486) (0.470)

Controls No Yes No Yes No Yes
First stage partial F stat. 16.94*** 14.40*** 16.94*** 14.40*** 17.78*** 15.23***
First stage R2 0.08 0.14 0.09 0.14 0.09 0.14
Note: A family is considered an elite if any of its members controlled at least two elected positions within a province and
election cycle. Poverty gap is the mean shortfall of the total population from the poverty line expressed as a percentage
of the poverty line. Severity of poverty averages the squares of the poverty gaps relative to the poverty line. Poverty
incidence measures the proportion of the population that is counted as poor. Poverty data was sourced from the Philippine
Statistics Authority. ARMM equal to 1 if the province belongs to the Autonomous Region for Muslim Mindanao, 0
otherwise. The province of Dinagat Islands does not have two of the poverty measures in 2015 (poverty gap and severity
of poverty). Heteroscedasticity robust standard errors in parentheses. *** significant at 1%, ** significant at 5%, and *
significant at 10%.

lation from the Spanish led to the preservation
of precolonial political institutions in these ar-
eas, specifically the hereditary rule of elites called
Datu or Rajah which persisted to the present.
Hereditary rule makes its difficult for new en-
trants to get elected because voters almost al-
ways choose candidates who are Datu, Rajah
or their relatives resulting to the perpetuation of
their power and influence. For instance, the pow-
erful political elites in the province of Maguin-
danao (which is located in Mindanao) are all
Datus and Rajahs or related to them.11 Aside
from Mindanao, there are landlocked provinces
in the Luzon island group that were not fully col-
onized by the Spanish. For instance, the Span-
ish achieved partial success in colonizing Abra,
Apayao, Benguet, Ifugao, Kalinga, and Moun-

11At some point, the Datus Ampatuan, Sangki, Midtim-
bang, Mangudadatu, and Sinsuat and their relatives con-
trol as much as 70% of elected positions in the province of
Maguindanao.

tain Province. Similar to many provinces in Min-
danao, these six provinces were able to preserve
their precolonial political institutions which, in
turn, could be responsible for a small number of
political elites that control a large percentage of
these province’s elected positions.

Table 6 reports the results of the two-stage least
squares regressions with measures of poverty as
the dependent variable and the HHI as the main
explanatory variable. As before, the instrument in
these regressions is the number of churches built
during the Spanish colonization. The results of
the first-stage regression suggest a strong and sig-
nificant negative relationship between HHI and
the number of churches. The first-stage results
serves to confirm what we have learned from Fig-
ure 3 that elite capture is severe in provinces
with little or no Spanish influence. The second
stage regressions reveal a positive causal relation-
ship between HHI and poverty. Precisely, the
more concentrated political power is to elites the

13



greater the poverty in the provinces. It should be
noted that these results are insensitive to the mea-
sure of poverty and the inclusion of ARMM re-
gion fixed effect.

7. Robustness

The identification strategy in this study pri-
marily relies on the assumption that colonization
policies have no direct effect on current poverty
rates in Philippine provinces other than its effect
through elite capture. Admittedly, this assump-
tion is quite strong as there might be other plausi-
ble channels through which colonization policies
can influence current poverty rates. The objec-
tive in this section is to provide further evidence
to support the validity of the chosen instrument.
For reasons of space, only the robustness checks
for poverty incidence as the outcome variable and
percentage of positions controlled by elites as the
main explanatory variable are presented in this
section. Robustness checks for the other outcome
variables are available in the supplementary ma-
terial.

7.1. Temperature and rainfall
Weather-related variables, such as temperature

and rainfall, can affect economic performance di-
rectly (Dell et al., 2012). Sufficiently high levels
of rainfall should generate a stable water supply
for irrigation, a sufficient food supply, and ulti-
mately help lower poverty rates. Thus, in loca-
tions where rainfall is low a higher incidence of
poverty is expected. The opposite can be said
about temperature. In locations where tempera-
ture is high, high rates of water evaporation and
drought is expected, leading to lower harvests and
higher poverty rates. It could be that the Spanish
decided to build churches in locations with favor-
able weather and, if true, this can pose a threat
to the exclusion restriction assumption. Temper-
ature and rainfall, therefore, were included in the
regressions as shown in columns (1) and (2) of
Table 7.12 Rainfall and temperature failed to pro-
duce any effect on poverty incidence, controlling

12Rainfall is the observed quarterly average rainfall in
millimeters for each province p from 1971 to 2000. Tem-
perature is the observed quarterly average temperature
readings in degrees Celsius for each province p from 1971
to 2000. Only 72 provinces have climate data from PA-

for percentage of positions occupied by elites and
the ARMM dummy. Moreover, the estimated co-
efficients for the weather variables are not statis-
tically significant.

7.2. Presence of building materials

Proximity of natural resources could be a
factor driving the relationship between colonial
churches and poverty. There is merit to this ar-
gument considering that the Spanish decided to
build churches in locations where raw materials
such as limestone, basalt, marble or coral are eas-
ily accessible (Jose, 1987). These building mate-
rials were valuable and its presence affected the
local economy not only during the colonization
period but even up to the present.13 I use the num-
ber of non-metallic mines in each province to test
whether adding the presence of building materi-
als as an explanatory variable in the regressions
could overturn the results in Tables 5 and 6. Col-
umn (3) in Table 7 report the regression results
with building materials added in the model. In-
clusion of this variable produced little effects on
the previous results: the estimated coefficient for
percentage of positions controlled by elites re-
main negative and statistically significant at the
1% level.

7.3. Religion

The presence of Spanish-built churches might
affect poverty in the provinces directly and in-
dependently of the measures of political power
through religiosity. Scholars have long consid-
ered that, at the level of individuals and house-
holds, economic behavior and outcomes are cor-
related with religion (Guiso et al., 2003; Noland,
2005).14 Religion can affect poverty through its

GASA (2011). The average rainfall and temperature for
the 72 provinces were used to impute climate data for eight
provinces that do not have it. Climate data was sourced
from the Philippine Weather Bureau, locally known as the
PAGASA.

13The type of quarry include limestone, shale, silica,
basalt, dolomite, marble, sand, and gravel. The data
was sourced from the Mines and Geosciences Bureau
of the Philippines: http://www.mgb.gov.ph/2015-05-13-01-
44-56/mining-projects-directory.

14There is a huge literature on this subject. Iannaccone
(1998) provides an extensive review of the literature for the
interested reader.
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Table 7: Political elites and poverty incidence with additional controls (two-stage least-squares regressions).

Dependent variable: Poverty incidence (1) (2) (3) (4) (5) (6) (7) (8)

Percentage of positions occupied by elites -1.097*** -1.054*** -1.094*** -1.326*** -0.767** -0.965*** -0.903*** -0.939**
(0.279) (0.283) (0.330) (0.498) (0.348) (0.305) (0.275) (0.372)

Temperature (degrees Celsius) 1.661
(1.891)

Rainfall (in mm) 0.004
(0.016)

Non-metallic quarries 0.241
(0.524)

Catholic adherents (%) 0.285
(0.335)

Distance from Manila (km) 0.008
(0.006)

Functional literacy (%) -0.349
(0.420)

Family income growth -0.006
(0.044)

Luzon dummy -3.684
(6.753)

Visayas dummy 0.906
(6.045)

ARMM dummy 31.004** 30.448** 30.899** 53.652 21.281 23.330 38.431*** 27.577*
(14.172) (13.933) (14.192) (32.735) (14.155) (16.082) (12.773) (15.076)

Constant 20.266 60.706*** 64.295*** 50.991*** 46.217*** 90.626*** 57.219*** 59.904***
(52.287) (12.015) (13.121) (17.366) (17.351) (32.052) (10.143) (11.977)

Number of observations 81 81 81 81 81 81 81 81

Note: Reported coefficients are from second-stage regressions. A family is considered an elite if any of its members controlled at least two elected positions within a province and election cycle. Poverty incidence
measures the proportion of the population that is counted as poor. Poverty data was sourced from the Philippine Statistics Authority. ARMM equal to 1 if the province belongs to the Autonomous Region for Muslim
Mindanao, 0 otherwise. Heteroscedasticity robust standard errors in parentheses. *** significant at 1%, ** significant at 5%, and * significant at 10%.



influence on orientations toward the family, work,
and saving. To explore this channel, religiosity
measured by the percentage of Roman Catholic
adherents in each province was added as a con-
trol variable in the regressions.15 The addition of
Roman Catholic adherents failed to overturn the
previous results: the estimated coefficient for the
measure of elite capture in column (4) of Table
7 remain negative and statistically different from
zero. Equally remarkable is that the estimate for
Catholic adherents is not statistically significant.

7.4. Distance from the core

Previous research have identified that geog-
raphy, particularly distance from the core, can
affect economic performance directly (Gallup
et al., 1999). Provinces are more urbanized the
closer they are to the core and this may have in-
fluenced the Spanish in choosing the location of
the churches. To test this hypothesis, the distance
between the capital of province p and the capi-
tal of the Philippines (Manila) in kilometers was
used as an additional control variable. The dis-
tance variable was sourced from Google maps.
The expected sign for distance is positive which
means that higher poverty rates are observed the
farther the province is from the capital. Inclusion
of the distance variable, as shown in column (5)
of Table 7, failed to change the signs of the co-
efficient for the percentage of positions held by
elites. Similar to the results in Tables 5 and 6, the
coefficients for positions held by political elites
remain statistically significant. The estimated co-
efficient for the distance variable is positive but
small and not significant.

7.5. Education

One of the legacies of Spanish colonization
in the Philippines is education. Along with
churches, the Spanish built schools in cabecer-
ras and pueblos to educate the natives through
religion with the objective of converting natives
to the Catholic faith. The link between educa-
tion and better economic outcomes is well known
(Yang, 2004). Thus, it is possible that the neg-
ative effect churches have on poverty is due to

15The adherents data was sourced from the Philippine
Statistical Yearbook.

the proximity of schools to Spanish churches. To
check if the foregoing argument is true, func-
tional literacy rate across provinces (taken from
the Philippine Statistical Yearbook) were added
in the regressions. Adding functional literacy in
the regressions, as shown in column (6) of Table
7, failed to change the sign of the coefficient for
the percentage of positions held by elites. More-
over, the estimated coefficient for functional lit-
eracy is negative and not significant.

7.6. Income growth

It is tempting to conjecture that growth in in-
come could be a channel through which colo-
nial churches affect poverty incidence in the
provinces. Colonial churches may have been
built in locations that experienced significant in-
come growth, thus explaining the negative rela-
tionship between elite capture and poverty. In-
come growth, therefore, was added in the regres-
sions to see if it is a threat to the exclusion re-
striction assumption. Family income growth for
each province was computed using data from the
Philippine Family Income and Expenditure Sur-
veys for 2000 and 2009. The result of the regres-
sion model with family income growth is reported
in column (7) of Table 7. The result indicates
that family income growth is not a significant pre-
dictor of poverty incidence while controlling for
elite capture. In addition, inclusion of family in-
come growth in the regressions failed to overturn
the previous results that showed a significant in-
verse relationship between poverty incidence and
elite capture. Therefore, growth in income does
not pose a threat in the identification strategy in
this study.

7.7. Location of churches

A closer look at the distribution of churches
across provinces (relative to poverty measures)
indicate that it can be considered as close to
as being random. Churches built during the
Spanish colonization can be found in provinces
with little poverty and also in those provinces
where poverty is widespread. For instance, the
provinces with the highest poverty incidence
rates in 2015 were Siquijor and Northern Samar
at 49% and 48%, respectively. Each of these
provinces have two colonial churches. The
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province of Bataan, which registered the low-
est poverty incidence rate in 2015 (at 1.6%),
have five churches built during the colonial pe-
riod. The same idea can be said for those
provinces without Spanish-built churches. To
check whether location drives the relationship be-
tween poverty and political elites, island group
dummies were included in the regression results
in Table 7. The regression result in column (8)
indicate that the estimated marginal effect of elite
capture remain with its correct sign and statisti-
cally significant.

7.8. Overidentification tests

The Spanish colonized the Philippines primar-
ily for commercial and trading purposes. To
engage in commerce with the Philippines and
its neighbors, particularly China, Spain launched
trading ships that made round-trip voyages across
the Pacific Ocean from Acapulco (in present-
day Mexico) to Manila in the Philippines. The
ships, called “Manila Galleons”, carried goods
that were valuable at the time such as spices, silk,
and China porcelains from Manila to Acapulco.
Having a very long coastline, the Philippines re-
quired navigational aids and warning devices to
ensure safe voyage for these trading ships. Thus,
the Spanish constructed lighthouses to serve as
a stationary point and provided information to
navigators regarding treacherous condition of the
seas (Noche, 2005).

Services of the principalias were invaluable
in the operation of these lighthouses. Local
elites provided the manpower to build, maintain
and protect the structures. Therefore, the light-
houses can also serve a variable, in addition to
churches, that can explain elite capture in Philip-
pine provinces. The data on the lighthouses were
obtained from the Faros Españoles de Ultramar
(Sanchez, 1992). This book listed 27 major light
stations, 17 luces locales, and 14 additional light-
houses in the Philippines built during the Spanish
colonization.

With the number of lighthouses as an addi-
tional instrument, the identification strategy in
this study can be examined using an overidenti-
fication test. The selection of this additional in-
strument rests on the assumption that it is truly
exogenous. However, it possible that the light-

house variable is an invalid instrument so the re-
sults of this overidentification test should be in-
terpreted with caution. The results of the overi-
dentification test using the number of lighthouses
as an additional instrument is presented in Table
8. The high p values of the J statistic suggest that
the identification strategy proposed in this paper
is valid (i.e., neither the number of churches nor
the number of lighthouses is correlated with εp).

8. Implications for democratic reform

Although snail-paced, efforts are being made
to limit elite capture in the Philippines. For exam-
ple, Article II, Section 26 of the 1987 Philippine
Constitution included a clause aimed at decreas-
ing the power of political dynasties:

“The State shall guarantee equal ac-
cess to opportunities for public service
and prohibit political dynasties as may
be defined by law.”

Querubin (2011) notes that, despite the above
mandate, no legislation has been passed that de-
fines or prohibits political dynasties to date. The
closest mention of elite capture in Philippine law
is in the Local Government Code which imposed
term limits for local government officials. How-
ever, it does not include any limitations on the
running of the incumbent’s family relatives or
on the holding of multiple political positions by
members of the same family. Several bills have
been filed related to curbing elite capture, and are
currently pending to be approved by the legisla-
ture.

The slow pace of reforms can be attributed in
part to lack of awareness on the benefits of in-
stitutional reform. It is unclear, until now, how
large the measurable benefits of dismantling po-
litical elites are. Results from the two-stage least-
squares regressions shown in columns (5) and (6)
of Table 6 suggests that a one percent reduction
in the concentration of political power decreases
poverty incidence in the Philippine provinces by
at least 1 percent, ceteris paribus. To put these re-
sults into perspective, let us consider Lanao Del
Sur which is the Philippines’ poorest province.
The number of families below the poverty line

17



Table 8: Overidentification tests.

Dependent variables: Poverty gap Severity of poverty Poverty incidence

(1) (2) (3) (4) (5) (6)

Percentage of positions -0.278*** -0.113*** -1.047***
occupied by elites (0.065) (0.026) (0.252)

Hirschman Herfindahl Index 0.211*** 0.087*** 0.718***
(0.063) (0.024) (0.191)

Instruments
Number of Spanish-built churches Yes Yes Yes Yes Yes Yes
Number of Spanish-built lighthouses Yes Yes Yes Yes Yes Yes
Controls Yes Yes Yes Yes Yes Yes
J statistic 0.04 2.51 0.00 2.13 0.26 0.55
J statistic p value (0.83) (0.11) (0.96) (0.14) (0.61) (0.46)
Number of observations 80 80 80 80 81 81
Note: A family is considered an elite if it controlled at least two elected positions within a province and election cycle. Poverty gap is the mean shortfall
of the total population from the poverty line expressed as a percentage of the poverty line. Severity of poverty averages the squares of the poverty
gaps relative to the poverty line. Poverty incidence measures the proportion of the population that is counted as poor. Poverty data was sourced from
the Philippine Statistics Authority. The instrument in the regressions is the number of churches built during the Spanish colonization (1521-1898) for
each province. Church data was sourced from the National Historical Commission of the Philippines. Election data was sourced from the Philippine
Commission on Elections. Distance from Manila was sourced from Google maps. Non-metallic mines data was sourced from the Philippine Mines and
Geosciences Bureau. Weather data was sourced from the Philippine Weather Bureau (PAGASA). The province of Dinagat Islands does not have two of
the poverty measures in 2015 (poverty gap and severity of poverty). Heteroscedasticity robust standard errors in parentheses. *** significant at 1%, **
significant at 5%, and * significant at 10%.

will be fewer by around 1,500 as the political in-
stitution in that province becomes more competi-
tive and inclusive.

9. Concluding remarks

There is little doubt that the quality of political
institutions and economic outcomes are closely
related. The common wisdom is that the pres-
ence of dominant political elites could undermine
the quality of democracy and economic develop-
ment. But there are challenges to any empirical
study to uncover a causal connection between the
quality of political institutions and economic out-
comes. One of these challenges lie on identifying
an exogenous variation in the quality of political
institutions and how it relates to economic perfor-
mance.

This paper examines how Spanish colonization
policies affected the evolution of political insti-
tutions which, in turn, affected current levels of
poverty in Philippine regions. The Philippines
was chosen for this study because of the domi-
nance of a few and powerful families in its lo-
cal politics. I propose Spanish colonization poli-
cies in the Philippines represented by the number
of churches built from 1521-1898 could elicit an
exogenous variation in local political inequality.

The arrival of the Spanish was a critical turning
point in the evolution of political institutions in
the Philippines. The Spanish colonization strat-
egy was to indirectly rule the colony by empow-
ering local elites. Moreover, the strategy involved
pacifying the natives through their conversation
to Christianity. Results from the first-stage re-
gressions reveal a very strong positive relation-
ship between the number of churches built during
the colonization period and the distribution of po-
litical power in the present time.

The estimates from the two-stage least-squares
regressions reveal two interesting results. First,
political inequality measured in terms of percent-
age of positions controlled by political elites is in-
versely proportional to poverty. Second, political
inequality measured in terms of concentration of
political power is directly proportional to poverty.
These results suggest substantial economic bene-
fits from making political institutions competitive
and inclusive.

Although this study was able to establish a
causal link between the quality of institutions and
economic outcomes, there are still many unan-
swered questions. What are the mechanisms
through which improvements in economic out-
comes can be achieved by better political insti-
tutions? What is the optimal policy to curb or

18



dismantle political elites? Should there be term
limits for politicians, specifically those identified
as elites? I leave the answers to these questions
to future research.

Appendix Table: Descriptive statistics.

Variable Obs Mean Std. Dev.

Poverty gap in 2015 80 5.7 4.4
Severity of poverty in 2015 80 2.1 1.9
Poverty incidence in 2015 81 23.3 14.6
Percentage of elites

using last name 81 24.6 8.8
using last or name 81 39.4 13.2

HHI (normalized) 81 32.4 21.2
Number of churches 81 1.8 3.2
Number of lighthouses 81 0.7 1.3
Distance from Manila (km.) 81 749.9 505.5
Temperature (deg. celsius) 81 26.7 1.3
Rainfall (mm.) 81 582.2 126.5
Roman Catholic (%) 81 74.6 22.1
Non-metallic mines 81 0.8 2.9
Functional literacy (%) 81 88.1 6.4
Family income growth (%) 81 71.3 33.9

References
Acemoglu, D., S. Johnson, and J. Robinson (2001). The

colonial origins of comparative economic development:
An empirical investigation. American Economic Re-
view 91(5), 1369–1401.

Acemoglu, D., P. Querubin, M. A. Baustista, and J. Robin-
son (2008). Economic and political inequality in de-
velopment: The case of Cundinamarca, Colombia. In
E. Helpman (Ed.), Institutions and Economic Perfor-
mance, Chapter 5, pp. 181–245. Harvard University
Press.

Acemoglu, D. and J. Robinson (2008). Persistence of
power, elites, and institutions. American Economic Re-
view 98(1), 267–293.

Adel, R. (2015, June). Duterte backs political dynasties.
The Philippine Star.

Asako, Y., T. Iida, T. Matsubayahsi, and M. Ueda (2015).
Dynastic politicians: Theory and evidence from Japan.
Japanese Journal of Political Science 16(1), 5–32.

Ashworth, J., B. Geysb, B. Heyndels, and F. Wille (2014).
Competition in the political arena and local government
performance. Applied Economics 46(19), 22642276.

Auyero, J. (2001). The logic of clientelism in Argentina:
An ethnographic account. Latin American Research Re-
view 35(5), 55–81.

Besley, T., T. Persson, and D. Sturm (2010). Political com-
petition, policy and growth: Theory and evidence from
the US. The Review of Economic Studies 77(4), 1329–
1352.

Blair, H. and J. A. Robertson (1903). The Philippine is-
lands, Volume 17. A. H. Clark Company, Cleveland.

Camp, R. A. (1995). Political recruitment across two cen-
turies: Mexico, 18841991. University of Texas Press.

Cruz, P. C. (2014). The Spanish origins of extractive insti-
tutions in the Philippines. Australian Economic History
Review 54(1), 62–82.

Cullinane, M. (2003). Ilustrado politics Flipino elite re-
sponses to American rule: 1898-1908. Ateneo De
Manila University Press, Manila.

Dal Bo, E., P. Dal Bo, and J. Synder (2009). Political dy-
nasties. Review of Economic Studies 76(1), 115–142.

Dash, B. and S. Mukherjee (2015). Political competi-
tion and human development: Evidence from the Indian
states. Journal of Development Studies 51(1), 1–14.

De Viana, A. (2011). The Philippines: A story of a nation.
Rex Bookstore Manila.

Dell, M., B. Jones, and B. Olke (2012). Temperature
shocks and economic growth: Evidence from the last
half century. American Economic Journal: Macroec-
nomics 4(3), 66–95.

Fafchamps, M. and J. Labonne (2016). Do politicians’ rela-
tives get better jobs? Evidence from municipal elections.
CSAE Working Paper 20114-37, Center for the Study of
African Economies.

Gallup, J. L., J. Sachs, and A. Mellinger (1999). Geogra-
phy and economic development. International Regional
Science Review 22(2), 178–232.

Guiso, L., P. Sapienza, and L. Zingales (2003). Peoples
opium? Religion and economic attitudes. Journal of
Monetary Economics 50, 225–282.

Iannaccone, L. (1998). Religion and economy. Journal of
Economic Literature 36, 1465–1496.

Jose, R. (1987). Bamboo or brick: The travails of build-
ing churches in Spanish Colonial Philippines. 8th ICO-
MOS General Assembly and International Symposium
program report.

La Porta, R., F. Lopez-de Sillanes, A. Schleifer, and
R. Vishny (1998). Law and finance. Journal of Law,
Economics, and Organization 106(6), 1113–1155.

Labonne, J. (2016). Local political business cycles: Evi-
dence from Philippine municipalities. Journal of Devel-
opment Economics 121, 56–62.

Leonida, L., D. Maimone Ansaldo Patti, A. Marini, and
P. Navarra (2015). Political competition and economic
growth: A test of two tales. Economics Letters 135(C),
96–99.

Man, G. (2014). Political competition and economic
growth: A nonlinear relationship? European Journal
of Political Economy 36, 287–302.

Mendoza, R., E. Beja, V. Venida, and D. Yap (2012). In-
equality in democracy: Insights from an analysis of po-
litical dynasties in the 15th Philippine congress. Philip-
pine Political Science Journal 33(2), 132–145.

Mendoza, R., E. Beja, V. Venida, and D. Yap (2013). Po-
litical dynasties and poverty: Evidence from the Philip-
pines. Proceedings of the 12th National Convention on
Statistics, Philippine Statistics Authority.

Noche, M. (2005). Lonely sentinels of the sea : the Span-
ish lighthouses in the Philippines. Manila, Philippines:
UST Publishing House.

19



Noland, M. (2005). Religion and Economic Performance.
World Development 33(8), 12151232.

PAGASA (2011). Climate change in the Philippines. Tech-
nical Report, Philippine Atmospheric, Geophysical, and
Astronomical Services Administration.

Pearson, M. (1969). The Spanish impact on the Philippines,
1565-1770. Journal of the Economic and Social History
of the Orient 12(2), 165–186.

Querubin, P. (2011). Political reform and elite persistence:
Term limits and political dynasties in the Philippines.
Working paper.

Querubin, P. (2016). Family and politics: Dynastic persis-
tence in the Philippines. Quarterly Journal of Political
Science 11(2), 151–181.

Sanchez, M. A. T. (1992). Faros españoles de ultramar.
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