The Origins of Political Power:
The Role of Wealth
Martín A. Rossi*
Universidad de San Andrés
Abstract
A recent literature reports evidence of self perpetuation of political power (Dal Bó, Dal
Bó, and Snyder 2009; Rossi 2010). Even though this evidence can explain the observed
persistence of political elites, it cannot explain why these elites got into power in the first
place. In this paper I exploit a unique historical event in order to explore the causal
relationship between wealth and political power. Shortly after the foundation of Buenos
Aires, plots of lands in the outskirts of the city were randomly assigned to all heads of
households that participated in the expedition. This random allocation of lands generated
an exogenous variation on families’ wealth that I exploit in order to identify the causal
relationship between wealth and the probability of having posterior political success. I
find that those families receiving lands closer to the city of Buenos Aires have a higher
probability of having political success, thus providing support to the hypothesis that
wealth causes political power.
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1. Introduction
A recent literature on political dynasties reports evidence of self perpetuation of
political power (Dal Bó, Dal Bó, and Snyder 2009; Rossi 2010). Even though the report
evidence that power begets power can explain the observed persistence of political elites,
it cannot explain why certain families got into power in the first place. The question, then,
remains: what is the origin of political power? A usual suspect is wealth, and there is
plenty of casual evidence providing support to this conjecture. For example, Silvio
Berlusconi is both Italy’s prime minister and the richest person in the country. And the
super-rich Rockefellers are in the top three of America political dynasties with a vice
president, three governors, two senators, and two representatives (Hess 1997). The
observed correlation between wealth and political power, however, does not help to
address whether there is a causal relationship between wealth and posterior political
success, even in those cases where political power comes chronologically after wealth: a
family type may explain both why some families are wealthy and why they have political
success.
In this paper I exploit a unique historical event that provides a source of exogenous
variation for wealth, thus allowing the identification of the causal link between wealth and
posterior political success. Shortly after the foundation of Buenos Aires, plots of lands in
the outskirts of the city were randomly assigned to all heads of households that
participated in the expedition. Thus, for reasons totally unrelated to family characteristics
some families received lands close to the city whereas others received lands far from the
city. This random allocation of lands generated an exogenous variation on families’
wealth that I exploit in order to identify the causal relationship between wealth and the
probability of having posterior political success. I find that those families receiving lands
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closer to the city of Buenos Aires have a higher probability of having posterior political
success, thus providing support to the hypothesis that wealth causes political power.
The rest of the paper is as follows. Section 2 describes the foundation of Buenos
Aires, introduces the natural experiment, and presents the data. Section 3 reports the
econometric model and the results. Section 4 concludes.
2. Natural experiment and data
Buenos Aires (now the capital of Argentina) was founded twice. A settlement at the
present day site was established in 1536 by Don Pedro de Mendoza, but continuous
attacks by local aborigines forced the settlers away, and in 1541 the site was completely
abandoned. In April 1578 Juan de Garay received a mandate for a second expedition with
the objective of “opening the door to the land”. As part of the preparation for the new
expedition, in January 1580 Garay published in Asunción (now the capital of Paraguay) a
call for heads of household willing to participate. Most of the answers to this call were
from citizens born in Asunción, descendents of Spaniards and indigenous women, without
any previous political position, and tempted by the promise of getting lands in the new
city (Orquera, 2006). Out of the 65 heads of households that ended up participating in the
expedition (64 men and one woman), 13 were born in Spain and the others in the
Americas (Gammalson, 1980). In May 1580 Garay arrived by sailing down the Paraná
River from Asunción, and named the new city Trinidad and its port Santa María de los
Buenos Ayres.
The city was formally founded in June 11, 1580. On that day, Garay appointed the
initial members of the city government (cabildo).1 The initial city government of Buenos
Aires was formed by neighbors of the city and consisted of two mayors, six aldermen, and
one city attorney. The officials of colonial cabildos had different roles. The mayors served
1
According to the Laws of the Indies, the conqueror had the attribution to choose the initial members of the
city government.
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as judges of first instance in all criminal and civil cases and acted as presiding officers of
the city government, whereas the aldermen were in charge of the administration of the
territory. The position of mayor was the most important and it was relatively difficult to
obtain: out of the 65 foundational neighbors only eight of them eventually won it.2 The
duration of the mandates was one year, and officials had to wait for one term before being
eligible for re-election. The members of the city government were elected annually
(traditionally on January 1) by the neighbors of the city (Gammalson 1980; Lynch 2006).
In October 1580 Juan de Garay proceeded to distribute lands inside and outside the
city limits among the 65 first inhabitants. According to the Laws of Indies (see
Disposiciones de Felipe II en las Ordenanzas de 1573) lands had to be distributed using
random assignment among the inhabitants of the new cities.3 Inside the city he distributed
plots of land (solares), most of them of 3,532 squared meters, which were used for
residential purposes (Figueira 2006). Outside the city limits Garay distributed farms called
suertes de chacra (suerte means luck in Spanish). These farms headed the Río de La Plata
and had between 255 and 425 meters width and approximate 5,200 meters long, and from
the very beginning they were used to produce wine and to cultivate fruits, vegetables, and
cereal crops (Gammalson 1980, pp. 41-42).4 By 1585 the estimated harvest in this area
was 472 tons of wheat, 341 tons of barley, and 28 tons of corn (Figueira 2006).
I use the distance of the farms to the city of Buenos Aires (Distance, in Kilometers)
as an instrument for wealth. The random allocation of the farms makes Distance
exogenous in a model of political power. Since at that time families resided in the city, the
supply of time available for political activity was not affected by the distance of the farm
2

Other officers in colonial city governments were the royal standard-bearer, who would substitute the
mayor if the latter could not carry out the functions of his office; the alguacil mayor, who oversaw local law
enforcement; the fiel ejecutor, who was the inspector of weights and measures and markets and oversaw
municipal sanitation; and the scribe.
3
For example, lands were also assigned randomly after the foundation of Montevideo (now the capital of
Uruguay).
4
Garay also distributed bigger plots of land in the countryside, the so called suertes de estancia. These
lands, however, were not occupied until the end of the 17th century (Pando 1987).
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to the city. In the results section I also show two false experiments that reassure the
exogeneity of Distance.
Aside from being exogenous, there are at least two reasons to believe that Distance
is a relevant instrument for wealth. First, in the context of very precarious roads
(González Lebrero 2002, p. 84), the distance between the farm and the city was an
important driver of transport costs. To have an idea of travel times during that period,
covering the 620 kilometers between the port of Buenos Aires and Córdoba took about 30
days (Rodríguez Molas 1982, pp. 21-22). Floods and attacks by the indigenous made the
situation even worse. Second, not only the roads but also the farms were frequently
attacked by aborigines (González Lebrero 2002, p. 47 and p. 84), and those farms closer
to the city fort were more protected.
Using the language of experiments, Distance can be thought as a continuous
treatment variable. This variable was constructed using official registries of that time.5
The average distance of the farms to Buenos Aires is ten kilometers, with a maximum
distance of 21 kilometers. I also construct an alternative binary treatment variable, Far,
that takes the value of one for the heads of household that received one of the 22 farms
(one third of the total number of farms) more distant to the city and zero otherwise.
The outcome of interest is Political Power, a dummy variable that takes the value of
one for those heads of household with posterior political power and/or that had relatives
with political power in the future (34 percent of the sample). The posterior political
positions considered are mayor, alderman, and attorney in a city government. This
variable was constructed based on the genealogical trees in Gammalson (1980). If for one
particular head of household there is no information on the genealogical tree, I assume
that for that head of household there are no descendants with political power. Later on I
5
See Fundación de la Ciudad de Buenos Aires, por Don Juan de Garay, con otros Documentos de Aquella
Época. Buenos Aires, Imprenta del Estado, 1836.
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show that the results hold when the sample is restricted to those heads of households for
whom genealogical information is available. In the results section I distinguish between
holding posterior political power (Own Posterior Political Power) and having posterior
relatives holding political power (Relative Posterior Political Power).
The database has also information on a set of individual characteristics (previous to
the random assignment of lands or pre-treatment) for the 65 heads of household that
participated in the foundation of Buenos Aires: Previous Political Power is a dummy
variable that takes the value of one for Juan De Garay, his son, and the foundational
members of the city government chosen by Garay (16 percent of the sample); Spaniard is
a dummy variable that takes the value of one if the head of household was born in Spain
(20 percent of the sample); and Previous Siblings is a dummy variable that takes the value
of one if the head of household came to the expedition accompanied by his or her siblings
(18 percent of the sample). All the information on the individual characteristics was
obtained from Gammalson (1980) and, whenever possible, cross checked with original
sources. Finally, I create a variable (Width, in meters) to capture the differences in width
between farms. Given that farms had similar length (Pando 1987), Width is a proxy
variable for farms’ size. It is not clear from the historical registries the reason why the
farms had different size. But taking into account that Width is not correlated with
Distance (the correlation is equal to -0.15, and it is not significant), two possibilities arise.
The first possibility is that Garay randomly awarded farms of different size. In this case,
Width would play a similar role to distance, provided one is willing to accept that larger
farms are more valuable. The second possibility is that, even though the order of the lands
(that is, the distance of the farm to the city) was randomly allocated, Garay used his
discretion to favor some inhabitants by giving them a larger farm. If this were the case,
the differences in farm’s width would reflect some (pre-treatment) heterogeneity in
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individual characteristics; for example, how highly the individual was in the consideration
of Garay. The latter conjecture is supported by the data: Width is positively and highly
correlated with holding previous political power and with being Spaniard. Therefore, I
assume through the paper that differences in width are a proxy for an unobservable
individual characteristic capturing some sort of social or economic status. Notice that this
is the most conservative approach given that Width is positively and significatively
correlated with Political Power (see Table 3).
Summary statistics are reported in Table 1. Although the location of lands was
randomly assigned, it is useful to examine whether, ex post, heads of household’s
characteristics are correlated with Distance. Table 2 reports the results of regressions of
Distance and Far on the set of the individual pre-treatment characteristics. One potential
concern may arise from the inclusion in the analysis of those heads of household with
previous political positions: after all, the objective of the paper is to explore the origins of
political power. Therefore, all exercises throughout this paper are reported for the
complete sample and for the sub-sample of heads of households without previous political
positions. As shown in columns (1) and (2), the pre-treatment characteristics are
individually and jointly not significant predictors of Distance thus suggesting that the
randomization was successful in ensuring orthogonality between covariates and treatment
assignment.6 Of particular importance is the fact that Spaniard is not correlated with
Distance (in fact, the conditional correlation is positive) since there is some consensus in
the literature that Garay tended to be biased in favor of Spaniards when compared with
people born in the Americas (Orquera 2006).

6
The pre-treatment characteristics are individually not correlated with distance. All results mentioned but
not shown are available from the author upon request.
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Similar conclusions arise when Far is the treatment variable instead of Distance (see
columns (3) and (4)). In addition, the main results in the paper do not change substantially
if the set of individual characteristics are included as controls.
3. Econometric model and results
As discussed above, unobserved family characteristics may potentially bias OLS
estimates of wealth in a regression model for political power. To overcome this problem I
use the randomly allocated distance of the farm to the city as an instrument for wealth.
Since wealth data is not available at the individual level, I estimate the following reduced
form regression:
Political Poweri = α + γ Distancei + β X i + ε i (1)
where γ is the (reduced form) parameter of interest, Xi is a matrix of individuals’
characteristics, and ε i is the error term.
An anticipation of the main results is shown in Figure 1. This figure represents the
proportion of heads of household with posterior political success according to the distance
of the farm to the city, and suggests that the probability of having posterior political
success is negatively related to the distance of the farm to the city.
The main results are reported in Table 3. As shown in column (1), Distance is a
significant predictor of the probability of having posterior political success. The effect is
not only statistically significant but also important. An increase of one standard deviation
in the distance of the farm to the city (six kilometers) decreases the probability of having
posterior political power in about ten percent.
The value and significance of the coefficient of Distance remains unchanged when I
control for holding previous political power. As observed in column (2), holding a
previous political position increases the probability of having posterior political success in
about 30 percent.
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In column (3) I control for the set of pre-treatment characteristics available. In this
model the value of the coefficient on Distance is similar to the previous ones, though the
coefficient is not significant (p-value equal to 0.20). The only significant coefficient in
this regression is the one corresponding to Width, and the magnitude of the coefficient
suggests that an increase of one standard deviation in the farm’s width (35 meters)
increases the probability of having future political success in about 17 percent. Spaniards,
in turn, are 20 percent more likely of having posterior political success, though the effect
is statistically not significant.
As reported in columns (4) to (6), the impact of Distance on Political Power is
significant when the sample is restricted to those heads of household without previous
political power and when Ana Díaz is excluded from the sample. (The latter is of potential
relevance given that women were not eligible for political positions.)
To check the robustness of the results to an alternative definition of the treatment, I
reproduce all the results using Far as the alternative treatment variable. As reported in the
lower panel of Table 3, Far is significant to explain the probability of having political
power in the future or relatives with political power in the future. The value of the
coefficient indicate that heads of household receiving the farms more distant from the city
have between 25 and 30 percent less likely of holding some sort of posterior political
power.
Overall, under the assumption that the distance of the farm to the city is capturing
differences in heads of household’s wealth, the results indicate that wealthier families are
more likely to have posterior political success. Indeed, it is noteworthy that I manage to
find significant effects given the relatively small sample available.
False experiments
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I run two false experiments to reassure that the reported correlation between the
distance of the farms to the city and posterior political power is not emerging from a
spurious negative correlation between availability of information on descendants and
distance to the city. First, I create a dummy variable that takes the value of one for those
heads of household with posterior relatives in the military (captain of superior), using
again the genealogical trees in Gammalson (1980). As reported in columns (1) and (2) in
Table 4, the coefficient on Distance is both highly not significant and small. The
coefficients on distance are three to thirteen times larger (depending on the particular
regression) in the models of political power compared to the models of serving in the
military. Interestingly, the heads of household holding a military position are 27 percent
more likely to have posterior relatives in the military, a figure that is similar to the one
obtained in the model of political power. Similar conclusions are obtained when using the
alternative treatment variable, Far (see columns (3) and (4)).
Second, for a subsample of the heads of household there is data available on the
number of (recognized) siblings. As shown in columns (5) and (6), for this sub sample of
heads of household the treatment variables are not significant predictors of the total
number of siblings.
Finally, Table 5 shows that the negative relationship between distance and the
probability of having posterior dynastic survives to restricting the sample to those heads
of household for whom the genealogical tree is available.
Together, results in Table 4 and 5 suggest that neither the number of descendants
nor the availability of data on descendants is driving the results.

4. Conclusions
The second foundation of Buenos Aires provides an ideal setting to study the origins
of political power. First, most of the participants in the foundational expedition were
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citizens born in the Americas without previous political positions. Second, lands in the
outskirts of the city were randomly assigned to all participants of the expedition.
The random nature of the distribution of lands shortly after the foundation of the city
generated an exogenous variation of wealth that I exploit in order to identify a positive
causal relationship between wealth and posterior political success.
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Table 1. Summary statistics
Mean
Distance (in kilometers)
10.64
Far
0.34
Political Power
0.34
Previous Political Power
0.17
Spaniard
0.20
Previous Siblings
0.18
Width
319.52
Note: The total number of observations is 65.

Standard deviation
6.15
0.48
0.48
0.38
0.40
0.39
35.46
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Table 2. Relationship between the distance of the farm to the city
and the pre-treatment characteristics
Distance
Far
(1)
(2)
(3)
(4)
Previous Political Position
-2.240
-0.238
(2.717)
(0.197)
Spaniard
0.390
1.763
0.027
0.144
(2.271)
(2.617)
(0.168)
(0.226)
Previous Siblings
-1.913
-0.461
0.050
0.083
(1.987)
(2.569)
(0.145)
(0.191)
Width
-0.014
0.025
-0.002
-0.002
(0.024)
0.033
(0.002)
0.003
Constant
15.79**
3.29
0.93*
1.06
(7.58)
(10.37)
(0.55)
(0.82)
Observations
65
54
65
54
Notes: Robust standard errors are in parentheses. Models (2) and (4) exclude individuals with previous
political positions. All models are estimated by OLS. *Significant at the 10% level. **Significant at the 5%
level.
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Table 3. Estimates for the probability of having posterior political success
Political Power
(3)
(4)
(5)
(6)
Distance
-0.011
-0.015**
-0.018**
-0.019**
(0.009)
(0.009)
(0.009)
(0.009)
Previous Political Position
0.055
(0.225)
Spaniard
0.031
0.188
0.190
(0.181)
(0.213)
(0.213)
Previous Siblings
0.120
0.124
0.117
(0.159)
(0.201)
(0.226)
Width
0.005***
0.005**
0.005**
(0.001)
(0.002)
(0.002)
Constant
0.524***
0.431***
-1.086**
0.442***
-0.993*
-1.013*
(0.121)
(0.126)
(0.457)
(0.132)
(0.593)
(0.620)
Observations
65
65
65
54
54
53
Political Power
(7)
(8)
(9)
(10)
(11)
(12)
Far
-0.305***
-0.252**
-0.225**
-0.299*** -0.297*** -0.297***
(0.107)
(0.110)
(0.115)
(0.109)
(0.105)
(0.107)
Previous Political Position
0.283
0.027
(0.175)
(0.231)
Spaniard
0.033
0.199
0.198
(0.180)
(0.212)
(0.212)
Previous Siblings
0.153
0.157
0.159
(0.157)
(0.192)
(0.214)
Width
0.004***
0.003*
0.003*
(0.001)
(0.002)
(0.002)
Constant
0.442***
0.376***
-1.057***
0.394***
-0.738
-0.734
(0.077)
(0.086)
(0.424)
(0.087)
(0.571)
(0.597)
Observations
65
65
65
54
54
53
Notes: Robust standard errors are in parentheses. Models (4) to (6) and (10) to (12) exclude from the
sample those individuals with previous political positions. Models (6) and (12) also exclude Ana Díaz (the
only woman that was a head of household). Far is a dummy variable that takes the value of one for the
heads of household that received one of the 22 farms more distant to the city. All models are estimated by
OLS. *Significant at the 10% level. **Significant at the 5% level. ***Significant at the 1% level.
(1)
-0.017**
(0.009)

(2)
-0.014*
(0.008)
0.316*
(0.168)
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Table 4. False experiments
Posterior Relatives in the Military
(1)
(2)
(3)
(4)
Distance
-0.005
-0.001
(0.009)
(0.008)
Far
-0.144
-0.076
(0.111)
(0.116)
Military
0.269*
0.242
(0.159)
(0.168)
Constant
0.329***
0.241**
0.326***
0.258***
(0.114)
(0.104)
(0.073)
(0.080)
Observations
65
65
65
65
Notes: Robust standard errors are in parentheses. All models are estimated by OLS.
level. **Significant at the 5% level. ***Significant at the 1% level.

Number of Siblings
(5)
(6)
-0.046
(0.067)
-0.807
(0.795)

3.439***
3.182***
(0.882)
(0.483)
30
30
*Significant at the 10%
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Table 5. Estimates restricting the sample to heads of household
for whom the genealogical tree is available
Political Power
Distance

(1)
-0.040***
(0.012)

(2)

(3)
-0.052***
(0.011)

(4)

Far

-0.523***
-0.437***
(0.183)
(0.130)
Constant
1.037***
0.773***
1.133***
0.437***
(0.107)
(0.092)
(0.143)
(0.130)
Observations
30
30
23
23
Notes: Robust standard errors are in parentheses. Models (3) and (4) exclude from the sample those
individuals with previous political positions. All models are estimated by OLS. ***Significant at the 1%
level.
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Figure 1. Relationship between the distance of the farm to the city
and posterior political success
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