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Why Pay the Chief? Political Selection & Economic Development in Indonesia (Job Market Paper)
Much of modern development efforts are channeled through traditional local governance. Yet, despite their
importance as politician-bureaucrats, traditional chiefs are rarely paid a living wage. This paper studies the
effect of awarding chiefs control over a stable, revenue generating asset during their term of office in rural
Indonesia. Using an RD estimator at a colonial border discontinuity, I find a strong positive effect on both
contemporary and historical development outcomes. To trace mechanisms, I leverage a novel panel data set
covering the election histories of 931 chiefs in 193 villages. I find evidence of political selection driven by
higher barriers to entry for political office: campaigning costs are higher, resulting in both chiefs and the
candidate pool as a whole being positively selected. My findings suggest that paying chiefs from a stable
source of local revenue can be an efficient tool when top-down monitoring by the State is limited.


