Journal of Development Economics 178 (2026) 103584

journal homepage: www.elsevier.com/locate/devec

Contents lists available at ScienceDirect

Journal of Development Economics

Regular Article

Politicians doing business: Evidence from Mozambique

Sam Jones *¥, Felix Schilling "™, Finn Tarp “©-*
2 UNU-WIDER, Mozambique

b Copenhagen Business School, Denmark

¢ University of Copenhagen, Denmark

ARTICLE INFO ABSTRACT

JEL classification: This study shows how political elites and their families derive private business benefits from public office
D72 through ownership of firms. Looking over more than four decades in Mozambique, we combine a new database
G30 of politically exposed persons (PEPs) with the universe of formally-registered firms and their beneficial owners.
G38 Based on generalized event study methods, we differentiate between static and dynamic effects of political
Keywords: office on metrics of private business capital. We find that becoming a PEP leads to a 24% increase in the

Firm registry
Beneficial ownership
Political connections
Rent-seeking

Event study
Mozambique

likelihood of firm ownership and a 350% gain in information capital. These effects accumulate over time
and persist after leaving office. We further show that (albeit smaller) gains occur among family members,
indicating consolidation of private sector influence within political dynasties. Our insights demonstrate the
value of public firm registries for political economy research in low-income settings.

1. Introduction

A large empirical literature documents the economic advantages
firms derive from political connections, including preferential access
to credit, government contracts, and regulatory forbearance (e.g., Chen
et al., 2025).! A related strand shows how politicians and their families
personally benefit from holding office, such as through asset accumu-
lation or privileged employment opportunities.? For instance, Fisman
et al. (2014) find that winning a parliamentary seat in India leads to
significantly faster personal wealth growth, while Eggers and Hain-
mueller (2009) show that Conservative MPs in the UK grew their assets
at nearly double the rate of unsuccessful candidates.

This paper connects these two strands, examining how political
office translates into private ownership of business capital over time,
considering both officeholders and their close family members. Direct
firm ownership by political elites has been extensively noted, repre-
senting one channel through which public office may be converted
into private wealth. Evidence includes various cases of how political
power has been transformed into private capital (e.g., Fisman, 2001;
Lamberova and Sonin, 2018; Mihélyi and Szelényi, 2019; Rijkers et al.,
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2017), as well as studies of how business actors benefit financially
after entering politics (e.g., Gehlbach et al., 2010; Della Vigna et al.,
2016; Szakonyi, 2018).> However, rigorous quantitative evidence on
the nature and dynamics of such linkages remains limited, particularly
in low-income settings where firm-level data are scarce.

We address this gap with a focus on Mozambique - a low-income
country that transitioned from socialism to a market economy, during
which political elites embedded themselves in the newly-formalized
private sector (Pitcher, 2002; Macuane et al., 2018; Salimo et al., 2020).
We construct a unique panel dataset that links all formally registered
firms and their beneficial owners in the country with a newly compiled
database of politically exposed persons (PEPs), covering more than four
decades from Independence in 1975 to 2019. Using generalized event
study methods, we estimate the dynamic effects of directly holding
political office and indirect familial spillovers on a range of outcomes.
These include the probability of becoming a firm owner, the number
of companies owned, and the individual’s structural position in the
network of business owners, captured by metrics of their network
centrality.

1 Also see Khwaja and Mian (2005), Faccio (2006), Goldman et al. (2009), Ang et al. (2013), Truex (2014), Acemoglu et al. (2016), Kruse et al. (2021), as

well as Canen and Wantchekon (2022) for a discussion of state capture by firms.

2 Notable examples include McMillan and Zoido (2004), Querubin and Snyder (2013), Chen and Kung (2019), Fafchamps and Labonne (2017) and Szakonyi

(2023).

3 A large body of qualitative work underscores the active commercial involvement of politicians and their relatives across a range of countries (e.g., Médard,
1992; Wedeman, 1997; Daloz, 2003; Whitfield and Buur, 2014; Pitcher and Rodrigues Sanches, 2019).
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Our main result is that political office confers very substantial
personal business advantages. Among individuals who ever hold office,
directly becoming a PEP is associated with a 24% increase in the
likelihood of being a firm owner and a 350% increase in information
capital — an indicator of the ability to send and receive information
in the firm-owner network. These gains accrue primarily during years
in office, but some persist after exit. Moreover, we document material
indirect effects through family members, indicating that office-holding
enables not only personal accumulation of business capital but also
capital accumulation within elite dynasties more broadly.

A natural question raised by our results is whether political influ-
ence in the private sector harms long-run development. Unfortunately,
broadly representative data on firm performance (e.g., profit growth)
required to give an answer is not available over the period under
study in Mozambique.” Nonetheless, using a firm-owner panel, we
quantify the material importance and sectoral distribution of firms
linked to PEPs, as well as their defining characteristics. We document
the presence of PEPs in the economy is material, representing around
9% of cumulative firm start-up capital, and PEPs concentrate in sectors
characterized by location-based rents and intermediation opportunities.
Thus, while we do not provide a decisive answer as to whether this con-
stitutes a ‘bug’ or ‘feature’ of Mozambique’s developmental trajectory,
the evidence suggests that political connections may be used to secure
privileged access, rather than to enhance efficiency or innovation.

We contribute to the literature on political connections and elite
accumulation in low-income democracies in three main ways. First,
we provide new economy-wide causal evidence on how access to
political office facilitates the accumulation of private business capital
over a period of four decades, capturing dynamic treatment effects
and spillovers across family members. As such, this goes beyond cases
of individual family dynasties or specific economic sectors. Second,
we demonstrate how administrative data, especially legal firm reg-
istries, can be leveraged to study elite accumulation strategies in data-
constrained environments. Indeed, a key advantage of administrative
data in this setting is that we are able to reconstruct the complete
network of legally-documented ownership ties between individuals,
avoiding substantial biases associated with hidden network components
or non-random sampling that often plague network analyses in similar
settings (see Mastrobuoni, 2015; Hsieh et al., 2018). Third, we con-
struct a set of network-based outcome measures that capture different
forms of connectivity and brokerage among firm owners.®

Taking all this together provides a response to a generic challenge:
political influence in the private sector is often diffuse and difficult to
measure, particularly in settings where data on formal sector trans-
actions are poorly documented or inaccessible. Rather than relying
on conventional firm-level outcomes alone, we also pay attention to
the structural embeddedness of PEPs in the corporate ecosystem. This
reflects the notion that political advantage is frequently exercised not
through a single observable mechanism, but through positioning within
a network of business relationships that enables access to privileged
information and market opportunities.

2. Country background

Mozambique was one of the last African countries to achieve
Independence, which arrived in 1975 after prolonged colonial rule

4 Mozambique has just a handful of publicly-listed companies and access
to accounting information for other large companies is generally difficult or
patchy.

5 Dasgupta (2005) defines social capital in terms of interpersonal networks.
We apply this notion to formal ties through legal firm ownership, while
acknowledging that other forms of social attachment lie outside the scope of
our data.
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by Portugal. Historical legacies of colonial exploitation and under-
development created enormous challenges for the country’s new polit-
ical leaders (Newitt, 1995; Cruz et al., 2023). In particular, a dearth
of both domestic private financial capital as well as business and
entrepreneurial experience motivated a state-led (socialist) economic
development model. However, marred by a complex conflict in the
"cold war’ global and regional context in the 1980s, this was not
successful, and in 1987 the Government agreed a deal with the Bretton
Woods institutions and Paris Club creditors. This introduced a series
of wide-ranging reforms beginning with the five-year Economic Reha-
bilitation Programme (PRE), entailing a drastic U-turn toward market
principles.

A key leg of the PRE was privatization or closure of state-owned
enterprises. This process was one of the most extensive in sub-Saharan
Africa by transactions, but it did little to curtail the influence of
politics within the economy (Cramer, 2001). The governing Frelimo
party continued to be run along socialist organizational principles and,
rather than allowing a nascent independent private sector to flourish,
privatizations effectively represented a ‘marriage between the politician
and businessman’ (Pitcher, 2002, p. 118), shifting economic power
away from the state into the hands of well-connected politicians or
associates.® Echoing experiences in Eastern Europe, privatization was:
“a deeply political process where Frelimo directed events as much as
possible to assure the continuing support of some elements of older
constituencies and create new ones” (Sumich and Honwana, 2007,
p-19).7

The view of high-ranked members of Frelimo acting as central
nodes linking economic and political spheres of influence constitutes
a defining feature of Mozambique’s post-war political settlement (Han-
lon, 2002; Pitcher, 2002, 2017; Macuane et al., 2018; Cortés, 2018).
Related to this, three further characteristics merit note. First, an in-
dependent class of domestic capitalists with bases of power outside
Frelimo remains largely absent. Second, and perhaps symptomatically,
there has been a general lack of open contest (competition) in political
life within conventional institutional arenas. To illustrate, the electoral
system has been based on closed party candidate lists, which means
that party members are foremost accountable to their party, both for
their election and to gain access to business opportunities (among
Frelimo members).® Third, while tight links between politicians and
businesses in Mozambique are neither all illegal nor necessarily corrupt,
they have presented opportunities for abuse. As one piece comments:
“The business networks and the ruling Frelimo party have been closely
interweaved for decades, leading to a risk of insider trading at all levels
of power. Support or co-option between entrepreneurs and government
officials puts the companies that do not have the benefit of this kind of
political protection into a difficult position ... [giving] the Mozambican
ruling class an air of a set of political-trading dynasties”.’

An emblematic recent example of elite corruption is the so-called
‘tuna bonds’ or hidden loans scandal, wherein three state-backed en-
terprises took out over USD 2 billion in loans from private foreign

© This is not to say that prior to privatization links between business and
politics were absent. Indeed, concerns with corruption were already prevalent
in the speeches of President Samora Machel in the early post-Independence
period, and some ministers were reprimanded for using state enterprises for
personal enrichment (e.g., Stasavage, 1999).

7 For the World Bank’s perspective on privatization, see Landau (1998).

8 Partly as a consequence, competition within Frelimo is fierce, meaning
that managing internal tensions and interests often dominate public policy-
making. In the case of industrial policy, for instance, this has produced a mixed
and piece-meal approach, with no clearly articulated or commonly-agreed
vision (e.g., Buur et al., 2012; Whitfield and Buur, 2014).

9 From the Indian Ocean Newsletter, 29 June 2007 (https://www.mol.
co.mz/noticias/2007/ion0629.html). Salimo et al. (2020) provide a detailed
case study of how political insiders were able to benefit from the domestic
allocation of natural gas from Sasol, often via partnerships with other foreign
investors.


https://www.mol.co.mz/noticias/2007/ion0629.html
https://www.mol.co.mz/noticias/2007/ion0629.html
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banks (Hanlon, 2017; Macuane et al., 2018). These loans had not
been submitted for approval to the National Assembly, as required by
law, and exceeded the limit placed on government borrowing in the
relevant annual budget appropriation bill by a wide margin. When the
existence of the loans became public, the IMF suspended its support to
Mozambique and most foreign aid to the government was frozen. An
international forensic audit and legal proceedings instigated by the US
government implicated numerous members of the ruling elite (Nuvunga
and Orre, 2019).

3. Data and metrics
3.1. Sources

To examine the link between holding political office and metrics of
private business capital we merge two main data sources, constructing
a panel dataset covering all registered business owners and PEPs in the
country for each five-year period from 1985 to 2019. Detailed in Ap-
pendix A, our first source is a hand-coded list of PEPs covering the full
post-Independence period.'’ Taking guidance from the Financial Action
Task Force on Money Laundering (FATF), we define PEPs as holders
of high executive office or important political party officials.!! We
operationalize the former as individuals holding the office of Provincial
Governor, Vice-minister, Minister or President. For the latter we focus
on individuals elected to the highest decision-making body of the ruling
party, the Central Committee (Comité Central, CC) of Frelimo, of whom
a subset is elected to the party’s Politburo.

Fig. 1(a) plots the distribution of years in which PEPs first held
office. Appendix Table B1 summarizes the number of observed PEPs
in each type of mandate (office) in each period, where each mandate
is defined by at least one mention as Minister, Vice-Minister, Gover-
nor, President, CC or Politburo member in a given five year period.
While the cells of the table count mandates, the margins count the
number of unique individuals. This is relevant since some individuals
simultaneously hold both political and executive office. Note that many
PEPs spend long periods in office. Around 25% of PEPs span more than
10 years of activity, while a small number of party grandees — linked to
the Independence movement — have been active for more than 30 years.

Second, we draw on public information regarding incorporated
companies and their beneficial owners. In keeping with legislation
inherited from Portugal, legal establishment or modification (e.g., clo-
sure) of all non-natural persons (mainly enterprises, but also
co-operatives, political parties etc.) must be published in the official
gazette, known as the Boletim da Repiiblica, Serie III (BdR3).'? Started
at Independence in 1975, the registry provides a complete public list
of all firms formally incorporated in the country. Detailed further in
Appendix A.2, information on each firm in the registry includes a list of
beneficial owners (sdcios), as well as its main areas of activity (objectivos
sociais)."®

Fig. 1(b) plots the distribution of years in which firms are registered
in the BdR3, weighted by their starting equity capital (discussed further
below). As expected, this shows a relatively slow pace of firm formation

10 Supplementary material is available in the form of Appendices, labeled A
to F, with tables and figures numbered consecutively within each individual
appendix.

11 FATF also extends the definition of PEPs to include the most senior
officials of state-owned companies; but this information is not available here
especially since many such companies were privatized during the 1990s and
early 2000s. See https://www.fatf-gafi.org/content/dam/fatf-gafi/guidance/
Guidance-PEP-Rec12-22.pdf.coredownload.pdf.

12 In Mozambique, the published BAdR3 documents are available for review
at the National Archive or available online since 2006.

13 In the case of so-called anonymous societies, beneficial owners are some-
times but not always listed. However, as discussed below, these represent a
small number of cases.
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in the early period until the end of the conflict in the 1980s, as
well as an even faster pace of formation after the mid-2000s. This
change broadly coincided with the reform of the commercial code in
2005, which simplified various procedures for opening firms, including
allowing for single-person companies. Figure A3 indicates that these
latter firms now represent a large share of all firms established in the
country. Further evidence regarding the characteristics of firms in the
registry is elaborated below, including Section 6.

To compare business affiliations among individuals (natural per-
sons), we transpose information from the cleaned digitized company
register into a list of unique owners. To do so, we standardize names of
individuals to address problems of misspellings and inconsistent inclu-
sion or orderings of middle names. For instance, we found the name of
a former prime minister was transcribed in the business register under
multiple middle name combinations (see Appendix F.1). In each time
period, we then map these individuals to the firms in the register in
which they hold a beneficial interest.

This provides a basis to construct the first three of our five primary
outcome metrics. These are summarized in rows 1-3 of Table 1, in
which i indexes individuals and ¢ the period. Our first measure is a bi-
nary indicator of the presence of an individual within the firm network,
namely as a partner in at least one firm. This captures movements at
the extensive margin of the owner network, since all other raw metrics
are set to zero for individuals without a current stake in any firm.
The second is a continuous measure of the number of different firms
in which the individual holds interests. The third is an estimate of
the equity capital invested by each individual, stated in constant 2015
local currency prices, derived from statements in the BdR3 of the total
start-up share capital of each firm.!*

3.2. Firm-owner network

For our final two metrics, we use the cleaned owner-register to
construct the network of how individual business owners are inter-
connected through different companies. To do so, we define each
individual as a node and the edges of the network graph represent
connections through common shareholdings in firms. That is, any two
individuals are directly connected if they are found in the registry to
be common shareholders (partners) in at least one firm. We construct
the network separately in each period, from which we derive two
measures that capture relevant aspects of the structural position of each
individual in the network. Defining d;,(n) as the total number of ties of
degree (distance) n to node i at time ¢, the first degree d;,(1) (known as
degree centrality) gives the count of node i’s direct business partners
(ties); and the second degree is the number of ties of each of i’s direct
ties (business partners of immediate partners).'> Thus, information
capital or decay centrality, captures the ability of the individual to send
or receive valuable information across the network (Jackson, 2020;
Bloch et al., 2023).

In addition to their quantity, the quality of connections in a network
matters. Burt (2000) distinguishes between closed network structures,
where the density of connections is high, versus more open networks
containing ‘structural holes’. A closed or dense structure is often consid-
ered to be better able to assure the reliability of information flows and
enforce social norms, such as by facilitating effective sanctions (Gra-
novetter, 2017). However, a more open structure, in which certain
individuals broker relations between others, creates opportunities to
control exchanges and access non-redundant information. This is re-
flected in the concept of brokerage capital — also known as Godfather

14 See Appendix F for discussion of how share capital values are extracted
from the bulletin text. For simplicity, equity values are split equally across all
owners.

15 For reasons of computational complexity, we only consider ties up to third
degree (i.e., business partners of all partners’ partners).


https://www.fatf-gafi.org/content/dam/fatf-gafi/guidance/Guidance-PEP-Rec12-22.pdf.coredownload.pdf
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(a) PEPs

Cumulative probability

1970 1980 1990 2000 2010 2020
First active year

Fig. 1. Distributions of years of initiation of PEP and firm activity.

Journal of Development Economics 178 (2026) 103584

(b) Firms

Cumulative probability

1980 1990 2000 2010 2020
Year of registration

Note: Panel (a) shows the cross-sectional cumulative distribution of years in which individuals hold their first PEP mandate; panel (b) is the cumulative distribution of years in

which firms are registered, weighted by their starting equity capital.
Source: Authors’ calculations from registry data.

Table 1
Summary of metrics of private sector activity.
Variable Description Definition
(1) Firm owner Partner in at least one firm ¢, >0
(2) No. companies Number of separate stakes held fe)
(3) Equity capital Real value of start-up capital Qe

(4) Information capital
(5) Brokerage capital

Weighted sum of partners
No. structural holes spanned

£ (2005 dym)
f(Zw EVj>k 88y (1 — gk/‘t))

Notes: the table summarizes the primary metrics used in this study; c;, is the number of companies in which individual i holds

a beneficial interest at time 7; e

ist

is the start-up equity capital invested by individual i in firm s; d,,(n) is the total number

of ties of degree (distance) n to node i; g;;, takes a value of one if there is a direct tie between nodes i and j at time ; f(-)

is a log-like transform as explained in the text.

centrality — illustrated by Jackson (2020) using the fictional character
from the Godfather movies (also Gould, 1996; Stovel and Shaw, 2012).
By way of example, if individual i/ owns a single business with three di-
rect partners, by definition all three partners have mutual ties (through
the same firm), so i cannot broker any relationships in the network. But
if an individual owns two different firms, each with a separate partner,
and these partners have no direct ties by firm ownership, then i would
be a broker. Appendix D provides further discussion of these network
metrics, including an illustrated example and a discussion of how they
relate to conventional metrics of network centrality.

Consistent with our interest in accumulation of private business
capital by PEPs, our focus is on the network of individual business
owners. In Mozambique, these are by far the most prevalent type of
beneficial owner. Looking across all firms in the register, 82% are
entirely owned by natural persons on establishment; and just 3% are
fully owned by non-natural persons (e.g., other corporations, political
parties); see also Appendix Figure C1. Put differently, natural persons
account for around 95% of all owning entities in the register. Thus,
our analysis refers to the dominant set of relationships structuring the
formal business sector.

With the exception of the binary indicator of firm ownership, the
other metrics all are strictly positive and highly skewed (with a long
right-hand tail). Thus, to facilitate analysis and interpretation we trans-
form these variables following guidance in Chen and Roth (2024).
Under the assumption of decreasing marginal utility from owning
additional firms, we take the natural logarithm of all non-zero values,
normalized by their lowest value (one), and set all zero values to the

negative of the same non-zero lowest value - i.e., the extensive margin
effect is calibrated to be equivalent to the initial intensive margin effect.
So, this treats the movement from O to 1 firms as equivalent to the move
from 1 to 2 (100 log points).

3.3. Merged panel

Pulling our data sources together, our final step is to merge the
PEP database with the owner register and derived metrics, forming a
longitudinal dataset at the individual-level. Due to the slow-moving
nature of political mandates and personal business metrics, we con-
struct a five-year panel starting in 1985 and ending in 2019. This
periodicity broadly coincides with the national election cycle — the first
multi-party elections were held in 1994 and the new government took
office in 1995. Since then, elections have been held every five years.'®
Effectively, we take a snapshot of the owner-network data at the end of
each five-year period. In this way the attributes of individuals (nodes)
change over time - i.e., as new firms are founded, additional edges
(and nodes) are added to the network. We combine this with details
of all PEP mandates held during the same period. Information on firms
and political offices held before 1985 are retained, and used later
as baseline control variables. And with respect to individuals, who

16 Prior to 1983, Frelimo considered itself a Marxist-Leninist party, meaning
private business activity was limited. Also, weak documentation before 1985
makes it difficult to define a perfectly-consistent list of PEP mandates for this
period.
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Table 2
Panel data descriptive statistics.
Source: Authors’ estimates from merged panel data.
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1989 1994 1999 2004 2009 2014 2019

(a) All persons Direct PEPs 867 867 867 867 867 867 867
Indirect PEPs 28,920 28,920 28,920 28,920 28,920 28,920 28,920

Firm owners 111,894 111,894 111,894 111,894 111,894 111,894 111,894

Total 112,493 112,493 112,493 112,493 112,493 112,493 112,493

(b) Active Direct PEPs 301 402 438 585 635 689 852
Indirect PEPs 14,601 17,999 19,820 24,162 24,790 25,622 27,002

Firm owners 1,979 7,616 18,094 30,485 50,759 81,826 111,894

Total 16,655 24,566 34,695 48,452 65,579 89,406 112,493

(c) Outcomes Companies 1.27 1.29 1.32 1.34 1.38 1.41 1.43
Capital stock 57.73 105.03 77.25 62.57 61.63 63.21 64.34

Information capital 6.76 6.94 7.51 8.10 8.18 7.66 7.05

Brokerage capital 1.71 1.50 1.51 1.54 1.56 1.45 1.35

Note: panels (a) and (b) reports counts of unique individuals in each 5 year period; columns indicate terminal year of each
period; panel (b) excludes individuals not yet appearing in the list of active PEPs or the firm registry prior to the indicated
terminal period; direct PEPs are individual who personally hold office; indirect PEPs are their family members (by common

surname); panel (c) reports untransformed winsorized means of key metrics for active firm owners only (see Table 1).

only appear in one or another register after 1985, we set all relevant
variables to zero for earlier periods.

Due to the long time span covered by our data, there is a risk we
include individuals, who have retired from business or politics or even
passed away. Since Mozambique does not have a comprehensive public
register of influential persons, we have no way of manually correcting
the data for such exits. Instead, we remove all unique firm owners who
only entered the register before the 1980s, have no later entries and
also do not appear as a PEP; similarly, we remove all PEPs who only had
mandates before the 1980s and show no firm or political activity during
the focus period. This procedure excludes a total of 2884 individuals,
less than 2.5% of the original observations.

Additionally, in light of the salience of political dynasties both
in Mozambique and beyond (e.g., Cruz et al., 2017), as well as the
definition of PEPs under the FATF to include family members and close
associates of public office holders, we consider indirect political expo-
sure through familial connections. Drawing on approaches in economic
history (e.g., Clark and Cummins, 2015; Barone and Mocetti, 2021),
we do so by looking at individuals sharing unique common surnames.
Specifically, if one family member is at some point classified as a
PEP, then we classify all other family members as indirectly treated —
i.e., belonging to ‘PEP families’. In later analysis we address some of the
potential limitations associated with using surnames to identify genuine
family links, such as excluding individuals with the most prevalent
surnames.

Table 2 gives an overview of the structure of our dataset, labeling
five-year periods by their terminal year. Panel (a) shows we have a
total of 112,493 unique individuals, which include: 111,894 unique
firm owners; 867 direct PEPs, defined as individuals who have held
a mandate at some point prior to 2020 (also Table B1); and 28,920 in-
direct PEPs, being individuals only indirectly exposed to office through
another family member. Panel (b) summarizes the sub-sample of what
we define as ‘active’ individuals. Direct and indirect PEPs are classified
as active from the first period they or a family member hold office
within the observational period onwards; firm owners are classed as
active from the first period they become a firm owner after 1985; and
the final row of panel (b) defines individuals as active on either of the
previous two definitions. Note the difference in the number of direct
PEPs in panels (a) and (b) simply reflects the presence of 15 PEPs who
do not hold an active mandate in the period 1985-2019 (but held a
mandate earlier).

Panel (c) summarizes period averages for four of our metrics, fo-
cusing only on active business owners.!” A few observations merit

17 For individuals not (yet) present in the firm register, all metrics are set
to zero in the raw data. See Appendix Table B2 for period means for both the
full sample and the PEPs samples.

attention here. First, as hinted, throughout the period, the vast majority
of business owners hold stakes in just one firm — less than one in three
owners are engaged in multiple firms. Thus, the average number of firm
stakes held was 1.43 in the period ending 2019. At the same time, the
business-owner network is rather fragmented, containing many nodes
with no connections into the network; and this fragmentation has been
increasing over time. Specifically, around half of all individuals have a
maximum degree of one or less (see Figure C2). The structural position
of being a broker also is comparatively rare but stable — around 6% of
all firm owners broker at least one relationship amongst their business
partners, translating into mean brokerage capital of 1.35 in 2019.

4. Empirical approach

To identify the causal effects of interest three key issues need to be
tackled. Namely: definition of the relevant ‘treatments’, the estimation
strategy, and composition of the analytical sample. We address each in
turn.

Definition of the treatment groups follows earlier discussion. Our
primary interest concerns individuals classified as direct PEPs, namely
persons holding one of the high public or political offices of interest.
In addition, we have indirect treatments, which refer to being a family
member of a direct PEP. As a first approximation, we consider these
treatments as monotonic — once an individual is identified as a PEP,
they remain ‘treated’ in all subsequent periods. However, in actual fact,
holding political office is continuously-valued and non-monotonic. For
instance, individuals may hold office for periods shorter than five years
and move into different positions, possibly with intervening spells out
of office. Furthermore, dynamic treatment effects are plausible and of
inherent interest — e.g., a new PEP may take some time to develop
relevant information and networks before developing personal business
activities.

In light of these considerations, we adopt an event study (dynamic
difference-in-differences) approach. A simplified version of our core
empirical specification is represented by the distributed lag model:

b
Vu= D, 8 APEP, s+ u; + A+, €}
Jj=—a
where i indexes individuals, ¢ indexes periods (the first year of each
panel); parameters x and A represent their corresponding fixed-effects;
y is the selected metric, with residual error ¢; and a,b > 0 define the
span of the event study window. Variable PEP indicates the fraction of
the period in which an individual directly held political office, being
zero for all periods when not in office. The first difference (4) in
PEP status takes a (maximum) value of one when an individual is a
current direct PEP and continues in office for five years. If this person
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subsequently exits and remains without office for the next five years,
then the next difference will take a (minimum) value of negative one.

As elaborated in Schmidheiny and Siegloch (2023), the above rep-
resents a highly flexible framework, which nests the canonical (binary
monotonic) event study as a special case. In particular, in contrast to a
specification in levels of the treatment variable, the coefficients before
and after time zero in Eq. (1) capture cumulative pre- and post-dynamic
effects of interest (also McHale et al., 2023). Nonetheless, a number
of practical choices must be made in implementing this approach.
Specifically, since our data contains a relatively small number of pe-
riods (seven), it might only seem feasible to include a few leads/lags
without losing the majority of observations. However, in our case
two assumptions allow us to maintain a fully balanced panel without
restricting temporal coverage. First, we discard all mandates prior to
the shift to a market economy (which occurred during the first observed
period), equivalent to assuming political office in the socialist phase
could not be used to accumulate private business capital through firms.
This amounts to: Vy < 1980 : PEP;, = 0 = APEP, o35 = PEP, jg¢5.
Second, we assume all mandates observed in the final period continue
thereafter: Vy > 2020 : PEP; , = PEP, 55 <> APEP; , = 0. In turn, we set
a = b = 5, which considers dynamics up to 25 years before/after any
treatment. Also, as per standard practice, we normalize the dynamic
coefficients by setting the first lead to zero: 6,5 = 0.

In this analysis we report a battery of tests, as recommended
by Freyaldenhoven et al. (2021). First, our event study plots include
the sup-t confidence band, which takes into account the joint set of
hypotheses regarding the dynamic effects of the treatment. Second,
we undertake two Wald tests on the estimated coefficients: (i) for the
absence of a pre-trend, equivalent to a joint test that all estimated leads
are equal to zero: Vj € {—a,...,-2}NZ, 5; =0; and (ii) for the presence
of a one-off (leveling-off) treatment effect, equivalent to a joint test
that all lags are equivalent: Vj € {0,...,b -1} nZ, §; = &,. Third,
to validate robustness to simple forms of unobserved confounding, we
overlay the event plot with a linear trend derived from all pre-event
(leading) coefficients (see Dobkin et al., 2018). If this intersects the sup-
t confidence band after event time zero, this would constitute evidence
against a meaningful treatment effect - i.e., the post-period coefficients
would simply be consistent with the continuation of the pre-trend.

We extend Eq. (1) with a small number of controls. In terms of
invariant individual characteristics, we can approximate the individ-
uals’ gender as well as capture any relevant activity prior to the
primary analysis period (i.e., pre-1985), such as the number of early
mandates held. However, these are naturally absorbed once individual-
level fixed-effects are introduced. With respect to time-varying controls,
we add the number of non-corporate legal persons with which the
individual is a partner (e.g., associations or foundations), as well as
the number of corporate alterations or closures registered in the BdR3.
As we show, these controls have minimal implications for our main
regression analysis.

As a further extension, since individuals’ immediate authority may
wane after leaving office, and politicians also may move into lucra-
tive private sector roles after completing a spell in public office, we
explicitly identify periods in which individuals are classified as past or
ex-PEPs. These variables are added as controls to the generalized event
study. However, a conventional difference-in-differences specification
illustrates the distinction between current and ex-PEPs, as well as
between direct and indirect PEP treatments:

Vit = 6,PEPY 4y, Ex-PEPY +6 PEP/ +y EX-PEP/ + X/, f+ i + Ay +&;, (2)

where X is a vector of controls; and superscripts d, f respectively
distinguish between direct and indirect (family) PEP status.'® To ac-
count for the possibility that family groups of different sizes may have

18 Indirect treatments are calculated as the maximum value of a given direct
treatment across all family members at time s minus the individuals’ direct
treatment status at r. We presume family size (and membership) is fixed
throughout the period.
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Table 3
Unique individuals classified by highest PEP and firm ownership status 1985-2019.
Source: Authors’ calculations from merged panel data.

Treatment status Ownership status

(1) No (2) Yes (3) Total
(1) Non-PEP 0 84,639 84,639
(@ (b)
(2) Indirect PEP 0 27,002 27,002
© (d
(3) Direct PEP 599 253 852
(e ®
Total 599 111,894 112,493

Note: table cross-tabulates unique individuals in the sample by their highest binary
PEP and firm status attained over the entire period - i.e., if an individual ever holds
a public/political office (firm) they will be classified as a PEP (firm owner); row (1)
refers to individuals not appearing in the list of PEPs who were active at some point
over the period; column (1) refers to individuals not found in the firm registry.

differing likelihoods of being (indirectly) exposed to PEPs (i.e., the
larger the family the more likely any member may be a PEP), we
allow period fixed-effects to vary across groups defined by the number
of family members observed in the data (the family size, indexed g).
Overall, this static specification provides a valuable complement to the
dynamic specification, not least to validate the sign and magnitude of
the main treatment effect estimates.

The final issue is definition of the analytical sample, which also
pertains to the composition of the counterfactual group. As noted,
our merged panel combines individuals from two distinct populations:
(i) individuals holding political office at some point over the period
1985-2019; and (ii) individuals appearing in the firm registry over the
same period. To see this, Table 3 tabulates unique individuals by the
highest PEP treatment and firm-owner status attained over the period.
It shows that the intersection of these two populations is limited —
only 253 individuals are found in both registers. It also reveals that
observations of individuals who do not own firms (at any time) in the
data are exclusively drawn from the PEP registry.

Considered purely from the econometric objective of identifying
our defined treatment effects, the empty cells in Table 3 are not
a major concern. While the analytical sample must jointly provide
variation in the chosen outcomes metrics and treatment variables, in
the specific context of unit fixed-effects models treatment effects will
only be identified from the panel units (here, individuals) with non-zero
variation in their treatment status over time (referred to as ‘switchers’;
see Miller et al., 2023). Similarly, units with no variation in outcome
metrics (net of controls) will be perfectly predicted by the unit fixed-
effects, implying their inclusion in the model would be expected to
dilute treatment effect estimates in proportion to their weight in the
sample.’®

It follows that a minimum analytical sample required for identifica-
tion would only be composed of individuals located in cell (f) of Table
3, namely those who are both PEPs and firm owners at some point
during the observation period. While admissible, this represents a small
and highly selective sub-group (hereafter denoted sample A), exclusive
reliance on which would raise doubts regarding the statistical power
of our analysis as well as its external validity. Moreover, by dint of
the exclusion of other family members of PEPs in such a sample, it is
expected to provide very limited variation with respect to the indirect
treatments (family spillovers) of interest.

To address this we consider three other samples. First, starting
from sample A, we expand horizontally to cover all direct PEPs. Cor-
responding to individuals in cells (e) and (f) of the table and denoted
sample B, this refers to all individuals who are or become direct PEPs,

19 This dilution is analogous to the contribution of never-takers in average
estimates of intent-to-treat effects (Chen et al., 2018; Jones and Sen, 2025).
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including those not found in the firm registry. Second, also starting
with sample A, we expand vertically to include all firm-owning PEPs
and their family members - that is, all individuals in cells (d) and (f)
of Table 3. Denoted sample C, estimates of treatment effect from these
observations will reflect the impacts of political office on individuals
who, by innate characteristics or past behavior, are predisposed to firm
ownership and also have a direct or indirect connection to public office.
This constitutes our preferred sample.

Third, while we might simply combine samples B and C, the union
of two selective groups does not reflect any meaningful external popu-
lation. A coherent complete sample combining direct and indirect PEPs
would need to include PEP family members that do not own firms,
represented by cell (c). Although such individuals are not observed,
and thus their absolute number is unknown, their basic attributes on
key treatment and outcome variables are known. Concretely, they have
zero-valued firm outcomes in all periods and are indirectly related to
at least one PEP. As such, if we are willing to make some assumptions
as to the number of these non-firm owning family members related
to each observed PEP, we can simulate these missing observations to
yield a proxy sample of all indirect and direct PEPs (sample D). Further
details of this procedure are outlined in Section 5.1, which we use for
robustness analysis.

In summary, our empirical inference primarily relies on a gen-
eralized event study analysis applied to a preferred sample of both
direct and indirect PEPs with variation in firm ownership. We acknowl-
edge this constitutes a selective sub-group of the wider population,
particularly so in Mozambique where a single party has ruled since
Independence. Estimation is via OLS, including individual- and period-
by-family size fixed-effects.?’ This approach is robust to the presence of
rare events — as we have in our data — and remains accurate for binary
(censored) metrics. As Timoneda (2021) clarifies, maximum likelihood
estimators do not share this property and can be severely biased when
fewer than half of all observations are non-zero (also Cook et al., 2020).

Our most complete specification further includes linear time trends
for each PEP cohort, defined by the first period in which an individual
(or family member) holds political office, allowing each such cohort to
follow a distinct temporal trajectory. To account for correlated shocks
within families, standard errors are clustered at the family-level. To
aid interpretation, we compute net present values of the estimated
dynamic effects (see Section 5.2), which we also benchmark against
conventional static difference-in-differences estimates.

5. Results
5.1. Descriptive evidence

We start with preliminary graphical evidence, which also sheds
light on differences across alternative analytical samples. Fig. 2(i) plots
period averages for the number of firms in which each individual is
a partner, distinguishing between non-PEPs (including not yet PEPs),
current direct PEPs and ex-PEPs (see Appendix Figure C3 for other
metrics). These groups are mutually exclusive in each period - the first
includes at least some individuals who later become PEPs, while the
third includes those who have held but presently no longer hold office.
We run the analysis using the four main samples presented above (A-
D). For each of these, we center the chosen outcome metric on the
period-specific mean, comparable to adjusting for time fixed-effects.
Unadjusted metrics for both the direct and full PEPs samples (B and
D) are reported in Table B2 for reference.

Regardless of the chosen sample, we observe material differences
between the PEP status groups. In particular, current PEPs are almost
always associated with the highest metrics and non-PEPs the lowest.

20 Implemented in Stata via the reghdfe command; see Guimardes and
Portugal (2010).

Journal of Development Economics 178 (2026) 103584

These gaps are somewhat less material in the early periods, when
there were both few active PEPs and few firms. Results for ex-PEPs
often fall between those of the two other groups, suggesting that it is
current office holders who are generally most active in developing their
business capital and are possibly most able to leverage their office to
private advantage.

Although results from the different samples tell a consistent story,
they are not identical. The PEP family-owners sample in panel (C)
of Fig. 2(i) tends to indicate larger differences between PEPs and
non-PEPs. This is driven by two factors: (i) inclusion of a substantial
number of indirect PEP business owners, many of whom are small-scale
entrepreneurs unconnected to any wider business networks; and (ii)
the exclusion of PEPs who never own a business. Indeed, comparison
against results for sample (D) demonstrates the influence of including
zero-valued outcomes — the current and ex-PEP means are pulled back
toward the global mean. For this last sample, we simulate (missing)
observations of indirect PEPs that do not own firms by creating a
duplicate of each direct or indirect PEP in the sample and setting their
raw metrics to zero in all periods.*

Prefiguring the main analysis, Fig. 2(ii) plots period-demeaned met-
ric averages for the individual-level PEPs sample (sample B), dis-
tinguishing between years before or after first becoming a PEP —
i.e., period zero is the first period in which they become a PEP, and
‘after’ is the average metric among individuals who have held office
but no longer do so (only feasible from period 5 onwards). These
results broadly support the previous graphical evidence — metrics for
current PEPs are consistently higher than in the ‘before’ or ‘after’
cases. Additionally, they indicate that gains from holding office may
compound over time, suggestive of an important role of consolidated
political power.

5.2. Event study analysis

Fig. 3 presents our main results for being a firm owner, the par
value of invested start-up capital and the two network capital metrics.
These are obtained from Eq. (1) with our preferred sample of direct and
indirect PEPs in the firm register, to which we add control variables, a
dummy variable for whether the individual is no longer in office (ex-
PEP), period by family group-size fixed-effects and distinct PEP cohort
trends. We focus here on sample C as it represents the largest sample
of observations containing variation across all dimensions of interest,
including indirect PEP treatments. Appendix Figures C4-C8 (also Tables
B3-B5) repeat the same analysis covering all main metrics and other
analytical samples (namely, A, B, and D).

Table 4(a) summarizes the regression estimates underlying these
results, also demonstrating how we build-up to the final specification.
Columns (Ia)-(Ic) refer to the firm ownership dummy, where in column
(a) PEP status is defined as a dummy variable, but switches to a fraction
of each period thereafter. Column (Ib) adds time-varying controls,
the ex-PEP status indicator and PEP cohort time trends; column (Ic)
is our complete specification, which adds indirect PEP treatments,
interactions with (log.) family size, and family size group period fixed-
effects.?? In turn, columns (II)-(V) apply the full model to the four
remaining metrics. Panel (b) of the table shows the corresponding static
versions of these regressions.

A key finding is a statistically significant and economically mean-
ingful impact of holding political office on various measures of private

21 In practice, to facilitate computation, we do so by creating duplicate
observations of all direct PEPs and setting their treatment variables to mirror
those of related indirect PEPs. To these duplicates we then attribute frequency
weights to ensure the ratio of indirect PEPs with and without any firm mirrors
the same ratio observed in the direct PEPs group (approximately 1 : 7/3).

22 These interaction terms provide a further adjustment for the relationship
between indirect PEP effects and family size. As such, the coefficients on the
indirect PEP treatments capture effects for the smallest families.
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(1) No. of firm stakes owned, alternative samples, by calendar time:
(D) PEP families + sims.
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Fig. 2. Comparison of metrics over time across PEP status categories.

Note: Figures in panels (i) and (ii) plot period averages for specified metrics for different groups — current PEPs, ex-PEPs and not PEPs; panel (i) covers the following samples:
(A) are both PEPs and firm-owners at some point, (B) are all PEPs, (C) are all PEPs and their families that own firms, and (D) are all PEPs and their families including simulated
indirect (family) PEPs that do not own firms; panel (ii) refers to alternative outcome metrics using the individual-level PEPs sample (sample B); all metrics are centered on period

means; panel (i) is ordered chronologically; panel (ii) is ordered by time before/after first becoming a PEP.

and peak at 0.18 units in event time minus three, equivalent to almost

half the control mean. Despite some uncertainty regarding the point
estimates, the sup-t confidence band remains above zero from period
one to four. We also find positive and significant effects on network
capital - e.g., directly holding office is associated with a static gain of
1.09 log points in information capital and a maximum dynamic effect
of 1.38 (see column IV), which are both over 3 times the magnitude of

Source: Authors’ estimates from merged panel data.

business capital, including firm ownership and network position. From
the static model we obtain a marginal contemporaneous effect of being
a direct PEP on firm ownership of 0.09 points (panel b, column Ic),
corresponding to around 24% of the control mean (of 0.38, defined as
the average of the metric for all individuals not (yet) treated; Fig. 3a).
The dynamic results indicate this effect is not static but rather accu-
mulates over time. Beyond a significant immediate impact of holding

office (0.06 points at time zero; see panel a), positive effects accumulate the control mean.
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(a) Firm owner (dummy):
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Fig. 3. Event study results, sample of direct and indirect PEPs in the firm register.

Note: Figure plots dynamic (cumulative) event study coefficients relating to the fraction of each period an individual holds a political mandate (currently is a PEP), as per our
most complete model based on Eq. (1), also Table 4(a) columns (Ic)-(V); dependent variables are (a) being a firm owner, (b) start-up capital invested, (c) information capital
and (d) brokerage centrality; metrics (b)-(d) are adjusted via a log-like transform; dots are point estimates and spikes are 95% confidence intervals; the dashed line is the linear
pre-trend; gray shading is the sup-t (joint) confidence band; event time reflects panels of 5 years; time zero is the current period.

Source: Authors’ estimates from merged panel data.

Four additional points merit note. First, there is no evidence of
anticipatory effects — in our complete dynamic estimates (panel a),
all but one of the estimated leads are not significantly different from
zero. Second, there are only minor differences in coefficient estimates
across alternative specifications (see Table 4). Third, we combine the
dynamic effects from time zero onwards into an estimated net present
value (NPV). This is calculated as the discounted sum of the period-
specific effects, where we apply a discount factor of 5% per annum -
i.e., the change in the dynamic effect in the last period is discounted
by around 0.75. These results, reported in the footer of panel (a), can
be interpreted as the estimated average present value of a political
mandate considered over a 25 year horizon. They also are positive and

often somewhat larger in magnitude than the static level effects. For
instance, the estimated NPV of being a direct PEP on firm ownership is
0.09 points (24% of the control mean) and 1.06 points for information
capital (350% of the control mean). In other words, there is clear
evidence that holding political office is associated with strong dynamic
gains in PEP’s personal business capital.

Fourth, we find material evidence of family spillovers (indirect
treatment effects). With respect to firm ownership metrics, we find
that the propensity to be a firm owner and the value of start-up
capital invested are respectively 0.07 points and 0.38 log points higher
among family members of a current PEP relative to family members
of individuals who are not currently a PEP (panel a, columns Ic and
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(c) Information capital:
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Fig. 3. (continued).

III). These effects diminish with family size, suggesting spillover ef-
fects to firm ownership are less potent as connections become more
tenuous or diluted. Also, we do not find similar indirect effects for the
network (social capital) metrics. For brokerage capital we rather find
the opposite — there is a moderate negative and significant effect of
indirect exposure to political office in very small families, but this turns
to a positive impact as family sizes increase. Given any mechanical
(linear) relationship between such network metrics and family size
are accounted for by the set of fixed-effects, our interpretation is that
positive network spillovers particularly accrue to larger entrepreneurial
family groups.

Finally, considering the full set of estimates from the various ana-
lytical samples (Tables B3 to B5), we observe that the broad pattern
of results is maintained. Across virtually all samples and metrics we
find large positive and significant effects of currently holding office, a
(smaller) positive effect of being an ex-PEP, and evidence of positive

10

indirect PEP effects on firm ownership. Significant estimates of such
family spillovers are not present, however, in the two smallest sam-
ples (A and B), largely reflecting the absence of variation in indirect
treatments therein. Also, as expected, samples including individuals not
found in the firm registry (samples B and D) tend to yield somewhat
smaller treatment effect estimates, on average.

5.3. Extensions and robustness

We now consider extensions and robustness checks. First, in our
full dynamic (event study) model we extend the specification of family
spillovers to mirror that of the direct PEP treatments. That is, in place
of a static indirect current PEP treatment variable, we now include a
full set of dynamic (pre- and post-event) coefficients for this term, as
well as their interactions with (log.) family size. In addition, we run
our estimates using both an individual fixed-effects (FE) estimator (as
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Table 4
Summary regression estimates, sample of direct and indirect PEPs in the firm register.
Source: Authors’ estimates from merged panel data.

(Ia) (Ib) (Io) (1) [€109)] aw) (4%]
(a) Dynamic model:
PEP t=+5 -0.00 0.09** 0.08* -0.02 0.03 -0.23 -0.20
(0.05) (0.04) (0.04) (0.07) (0.28) (0.19) (0.20)
PEP t=+4 0.04 0.08* 0.07 0.01 0.06 -0.22 -0.11
(0.04) (0.05) (0.05) (0.06) (0.28) (0.19) (0.17)
PEP t=+3 -0.01 0.04 0.04 -0.02 -0.05 -0.21 -0.16
(0.04) (0.04) (0.04) (0.05) (0.22) (0.15) (0.13)
PEP t=+2 0.04 0.05 0.04 0.01 0.22 -0.09 -0.09
(0.03) (0.03) (0.03) (0.04) (0.18) (0.12) (0.10)
PEP t=0 0.04* 0.05%* 0.06"* 0.25%** 0.51%** 0.75%** 0.41 %%+
(0.02) (0.03) (0.03) (0.05) (0.19) (0.13) (0.14)
PEP t=-1 0.15%** 0.13%** 0.13%** 0.34%** 1.07*** 0.85%** 0.55%**
(0.03) (0.03) (0.03) (0.06) (0.21) (0.16) (0.15)
PEP t=-2 0.27%%* 0.15%** 0.16%** 0.44%** 1.37%%* 0.927%** 0.73%%*
(0.03) (0.04) (0.04) (0.06) (0.24) (0.20) (0.18)
PEP t=-3 0.33%** 0.18%** 0.18%** 0.58%** 1.62%** 1.38%%* 1.16%**
(0.04) (0.05) (0.05) (0.10) (0.33) (0.29) (0.25)
PEP t=-4 0.32%** 0.09* 0.11* 0.50%** 1.28%** 1.31%%* 1.25%**
(0.04) (0.06) (0.06) (0.11) (0.32) (0.31) (0.30)
PEP t=-5 0.14%** -0.01 0.00 0.38%* 0.47 1.31%%* 1.56%**
(0.04) (0.06) (0.06) (0.11) (0.38) (0.28) (0.30)
Ex-PEP 0.03 0.06* 0.39%** 0.42 1.44%%* 0.92%**
(0.03) (0.03) (0.06) (0.26) (0.18) (0.18)
Current PEP (fam.) 0.07%** 0.04 0.38%* -0.11 -0.18%*
(0.02) (0.03) (0.16) (0.11) (0.07)
Ex-PEP (fam.) 0.05 0.03 0.32 -0.20 -0.17**
(0.03) (0.04) (0.20) 0.14) (0.08)
Current PEP (fam.) X size -0.01%** -0.01 -0.08** 0.03 0.04**
(0.01) (0.01) (0.03) (0.02) (0.02)
Ex-PEP (fam.) x size -0.01 -0.00 -0.06 0.05* 0.04**
(0.01) (0.01) (0.04) (0.03) (0.02)
Obs. 175,483 175,483 175,476 175,476 175,476 175,476 175,476
Adj. R-squared 0.65 0.69 0.69 0.76 0.67 0.68 0.65
NPV 0.17 0.08 0.09 0.38 0.89 1.06 0.95
(prob.) 0.00 0.01 0.00 0.00 0.00 0.00 0.00
(b) Static model:
Current PEP 0.04 0.08%** 0.36%*% 0,72+ 1.09%%%  0.85%%*
(0.03) (0.03) (0.05) (0.21) (0.15) (0.14)
Ex-PEP 0.06** 0.49%** 0.64%** 1.66*** 1.32%%*
(0.03) (0.05) (0.22) (0.15) (0.16)
Current PEP (fam.) 0.05 0.40%* -0.10 -0.17%*
(0.03) (0.16) (0.11) (0.07)
Ex-PEP (fam.) 0.04 0.37* -0.18 -0.16*
(0.04) (0.20) (0.14) (0.08)
Current PEP (fam.) X size -0.01 -0.09%* 0.03 0.04**
(0.01) (0.04) (0.02) (0.02)
Ex-PEP (fam.) x size -0.00 -0.07 0.05 0.04*
(0.01) (0.04) (0.03) (0.02)
Obs. 175,483 175,483 175,476 175,476 175,476 175,476 175,476
Adj. R-squared 0.65 0.69 0.69 0.76 0.67 0.68 0.65
Fractional PEP No Yes Yes Yes Yes Yes Yes
Controls No Yes Yes Yes Yes Yes Yes
Cohort trends No Yes Yes Yes Yes Yes Yes
Family controls No No Yes Yes Yes Yes Yes

Note: table reports selected coefficients from difference-in-difference regressions for alternative metrics using the
sample of all direct and indirect PEPs observed in our panel (sample C); outcome metric in columns (Ia)-(Ic) is firm
ownership; in column (II) it is number of companies owned; in column (III) it is the par value of start-up equity
capital; column (IV) is information capital; and column (V) is brokerage capital; panel (a) is based on Eq. (1), where
columns refer to alternative specifications, as shown in the footer, and where the first lead (t = +1) is omitted for
normalization; NPV (net present value) is a linear combination of estimated coefficients in the post-event period;
panel (b) is a static specification, as per Eq. (2); all estimates include unit and period fixed-effects; standard errors
(in parentheses) are clustered at the family-level.

Significance:

* p<0.10,

** p<0.05,

% p < 0.01.
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before) and an alternative lagged outcome (LO) specification. For the
latter we replace individual fixed-effects with a one period lag of the
dependent variable, as well as individual-level time invariant controls
and family-level fixed-effects. Although dropping the individual fixed-
effects may seem problematic, these unobserved terms plausibly should
be absorbed by the lagged outcome itself.® Furthermore, as set out
in Appendix E, which closely follows Guryan (2001), the FE and LO
approaches are expected to bracket the true parameter estimate(s) of
interest under reasonable conditions. From this perspective, an LO
specification provides a valuable cross-check on our FE estimates.

The LO approach may be pertinent on additional grounds. In par-
ticular, our focus metrics may be state dependent. For instance, Podob-
nik and Stanley (2008) show that size-dependency can account for
the power law distributions of growth rates identified across many
economic variables (also see Gabaix, 2016). The same goes for the
properties of networks, where characteristics such as the evolution of
the node degree distribution are understood to depend on the existing
degree distribution (Krapivsky and Redner, 2003). Similarly, models of
changes in status or position (strength) in a network tend to give a
fundamental role to prior outcomes. For instance, models of progress
in scientific careers and citations of scholarly publications show clear
path-dependency and, in turn, exponential growth over time (Newman,
2003; DiPrete and Eirich, 2006).

Results from these two exercises are reported in row (1) of each
panel of Table B6, which again focuses on the analytical sample of all
direct and indirect PEPs located in the firm registry. Tables B7 to B9
report equivalent estimates based on the three alternative samples (A,
B and D). Panels (a) and (c) in each table refer to the FE estimates,
while panels (b) and (d) are the LO estimates; panels (a) and (b) report
the NPV estimates from the extended dynamic model; and panels (c)
and (d) report results for the static model, as per Eq. (2).

Overall, these results confirm the presence of statistically and eco-
nomically significant (dynamic) direct treatment effects. The LO esti-
mates are generally marginally smaller, but nonetheless indicate ma-
terial positive dynamic and static treatment effects — e.g., in row (1)
of panel (b), columns (2), we find that being a direct (indirect) PEP
is associated with a 0.23 (0.08) point increase in the number of firm
stakes owned. The same table reports unadjusted and adjusted esti-
mates of the probability the null hypotheses are true, where adjustment
is made for multiple hypothesis testing over all coefficients estimated
under the dynamic and static specifications respectively.? Even after
adjustment, a majority of coefficient estimates remain significant at the
1% level or below. This indicates there is highly consistent evidence
of a strong positive direct effects of holding political office on private
business network capital. In our preferred sample, the estimates support
the presence of positive familial spillover effects on the metrics of firm
ownership, but we find no clear evidence of material spillover effects on
the two network capital metrics. Nonetheless, these findings are sample
dependent — in the three other analytical samples we find no evidence
of such spillovers. However, this is partly expected due to minimal
variation in indirect treatment effects in samples A and B, as well as
the dilution of these effects in sample D on account of the inclusion of
(simulated) observations with zero outcomes in all periods.

As a second extension we distinguish between two principal types
of PEPs, namely: party political versus executive office holders. Rows
(2) of Table B6 report results for the previous complete FE and LO
specifications applying these alternative treatment definitions (jointly).

23 As Imbens and Wooldridge (2009) clarify: “ ... the DiD [difference-in-
differences, FE] approach appears less attractive than the [lagged outcome]
unconfoundedness-based approach in the context of panel data. It is difficult to
see how making treated and control units comparable on lagged outcomes will
make the causal interpretation of their difference less credible, as suggested
by the DiD assumptions”.

24 We employ the Benjamini-Hochberg procedure to control the false
discovery rate (Benjamini and Hochberg, 1995).
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Fig. 4 also shows event plots for the vectors of dynamic effects obtained
from these same models with respect to the start-up capital invested,
including both direct and indirect estimates (see Figures C9 to C12
for other outcomes). These modifications further nuance our results.
We find the direct treatment effects are strongest for party political
rather than executive office holders — e.g., in row (2) of panel (a) none
of the adjusted probability values are below conventional thresholds
for the direct executive office PEPs. In contrast, there remains more
consistent evidence of positive direct effects associated with party
office. However, we find the opposite for indirect PEPs — there is only
evidence of spillovers from executive PEPs but not party PEPs. One
interpretation would be that executive office holders prefer to limit
their direct personal activity in the private sector while in office, but
nonetheless their family members do appear to benefit indirectly.

Third, we assess the robustness of our findings by re-running the
analysis on restricted samples. Appendix Tables B10 to B14 show
these results, in which we apply the extended dynamic specification
used in row (1) of Table B6, focussing now on the two main samples
that provide sufficient variation across all focus treatment variables
(namely, samples C and D). The tables report the NPV estimates for
both the direct and indirect current PEP treatments; both unadjusted
and adjusted probability values are also given, following previous
methods. In the first three rows of the tables we restrict attention
to smaller sized families, similar to the emphasis on comparatively
rare family names in other contexts (e.g., Clark and Cummins, 2015).
Concretely, we drop observations from families located above the 10th,
25th and 50th percentiles of the observed family size distribution within
each analytical sample. For instance, the 10th percentile of family size
in the PEP-Owners sample is equal to just four members; thus, this
restriction excludes all individuals associated with families containing
five or more common members. Separately, we drop individuals who
are observed in the PEP register or firm register before 1985, the
rationale being that these individuals may be especially influential, for
instance as members of the early independence politburos.

Results from this exercise support our earlier conclusions. Despite
the sample restrictions, we find highly consistent positive and sig-
nificant direct treatment effects across all metrics; and, admittedly,
somewhat smaller and less significant positive indirect effects for the
firm ownership metrics (only). At the same time, we do find evidence of
stronger (larger) indirect treatment effects in the more restricted family
samples, suggesting it may not be appropriate to consider individu-
als with common surnames as inter-related. However, applying more
severe sample restrictions naturally brings a trade-off with statistical
power.

Finally, as an alternative means to validate the presence of spillover
effects we aggregate our data to the family-level. Since collapsing
the data would largely replicate the prior analysis,”® we (re)construct
the entire firm network at the family- rather than individual-level. As
before, if any family member is a PEP then the entire family is deemed
to be politically exposed. Although this approach does not allow us to
distinguish between direct and indirect treatments, there is no need to
simulate unobserved PEP family members that do not own firms.?® As
such, our interpretation of metrics shifts from the (average) individual
to the family as a whole. Also, following previous results, we exclude
from this line of analysis all families with more common surnames —
concretely, we drop all families with more than 22 members (above
the 50th percentile of the size distribution).

%5 We refer the reader to previous working paper versions for such
analysis (e.g., Jones et al., 2021).

26 An additional rationale for this family-based aggregation is that names in
the business registry and PEP database are not always written in a consistent
format. Thus, despite best efforts, it is possible that either the same individual
is treated as two (or more) separate units, or that two different individuals are
merged into one. Aggregating by surname ameliorates some of these issues.
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(b) Direct PEPs — Party office holders:
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(d) Inirect PEPs — Party office holders:
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Fig. 4. Event study results for par value of start-up capital by office and exposure type, PEP-owner families sample.
Note: Figures plot dynamic (cumulative) event study coefficients capturing the effect of the fraction of each period an individual holds a political mandate; plots are split between

party and executive positions, as well as between direct and indirect PEPs; all estimates come from a single regression model where the dependent variable is the par value of
start-up capital (log transformed); the sample is all direct and indirect PEPs found in the firm register (sample C); dots are point estimates and spikes are 95% confidence intervals;
dashed line is the linear pre-trend; and gray shading is the sup-t (joint) confidence band; event time reflects panels of 5 years, where time zero is the current period.

Source: Authors’ estimates from merged panel data.

Using this family-level data, we re-run the analyses of Table B6
considering both the samples of all PEP-owner families as well as
all families containing a PEP, respectively the aggregate versions of
samples C and B respectively. As reported in Appendix Tables B15
and B16, also illustrated in Fig. 5, these results indicate positive and
significant treatment effects across all metrics. For instance, taking the
bounds of the FE and LO estimates, the dynamic NPV estimate for the
number of companies owned based on the general PEP treatment lies
between 0.33 and 0.26 log points (Table B15, panel a, row 1), while
the static effect lies between 0.33 and 0.28 points (panel b, row 1).
Admittedly, these results provide somewhat less clarity as regards the
relative potency of party versus executive treatments. That said, the
dynamic effect estimates show more consistent positive and significant
effects for party political offices. Taken broadly, the main insight is that
material treatment effects associated with exposure to political office
carry-over to families as a whole, supporting the hypothesis that this is
an important feature of the phenomenon of political-business linkages.

6. PEP firm ownership patterns

The previous sections demonstrated that both PEPs and their family
members leverage the influence associated with political and executive
office to their personal private business advantage. An outstanding
question is the extent to which this phenomenon is economically ma-
terial, not only on aggregate but also within specific sectors, which
would help shed light on the implications of this phenomenon for
the country’s developmental trajectory. Ideally, we would like to track
the economic footprint of firms owned by PEPs or their associates
using time-series information on firm performance, such as annual
observations of profits or sales. However, this kind of data does not
exist at scale, even for a reasonable subset of firms. For instance,
only 16 firms are listed on the country’s stock market; and there are
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no other commercial or administrative datasets that provide access to
non-anonymous information for a representative range of firms.

Despite these limitations, further descriptive evidence from the firm
register is informative. Specifically, we are able to count the number
and value of firms across sectors, distinguishing between those linked to
PEPs and those not. As before, firm valuations come from constant price
par values of each firm’s share capital, which provides an indication
of its relative size.?’ Mapping of firms to different economic sectors
is achieved using a keyword matching approach, based on the firm
name as well as text in the register that sets out the main objectives
or activities of the firm (see Appendix F).

We organize this information for all firms in the register established
over the period 1985-2019. As might be expected, the raw number of
firms linked to PEPs is not so large. As shown in Table 5, of the 70,279
firms in the register, just 900 (<2%) include individual owners classi-
fied as a direct PEP at some point, while 3221 (5%) include individual
owners who share the same family name as a PEP (indirect PEPs).
Weighted by their capital values, the importance of firms connected to
PEPs increases — firms linked to either direct or indirect PEPs account
for around 9% of the total initial share capital of the formal private
sector over the period. Looking at firms established in different periods,
Figure C13 shows the same information for specific periods, revealing
the importance of PEPs in newly established firms was particularly sig-
nificant in the early 2000s, during which periods firms linked to PEPs
accounted for over 12% of start-up capital investments economy-wide.

The same analysis indicates that the relative importance of firms
linked to PEPs varies across sectors.?® In particular, 15% of firms
within the finance sector have a direct or indirect PEP link, and 10%

27 Research across the African region suggests that few firms are able to
grow organically from micro- to large-scale (e.g., Page and Séderbom, 2015),
suggesting initial share capital may is a reasonable proxy for current firm size.
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(b) No. firms — party office:
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Source: Authors’ estimates from merged panel data.

have a main objective of providing services to businesses, but just 3%
are active in the primary sector, as weighted by initial capital value.
Appendix Figure C14 illustrates the proportional distribution of firms
across sectors within different firm types (viz., all firms, firms with a
direct PEP link, and firms with an indirect PEP link). Focusing on the
share capital distribution (plot ii), we observe a much larger relative
weight of direct PEPs (only) in finance and business service firms.
However, the pattern of ownership among indirect PEPs seems broadly
similar to the overall distribution, except for a somewhat lower share
of firms in the secondary sector.

Taking this analysis a step further, we construct an unbalanced
panel of firms and owners, separately linking each firm record in the
registry to its owners. Firms appear at different periods within the panel
when there are relevant amendments to its share capital or ownership
structure; and individuals can appear multiple times as partners in
different firms. With this data we then undertake a hedonic analysis,
the intention being to establish whether specific firm characteristics
predict whether its owners include either direct or indirect PEPs —
or rather, we ask if PEP-linked firms are in some way systematically
different to other firms? In addition to each firm’s sectoral classification
as above, explanatory variables used in this analysis include: the firm’s
age,” whether the firm has changed its owners or altered its share
capital since startup, the legal type of the firm, the natural logarithm of
the firm’s start-up share capital, the number of natural person owners

28 Reflecting the nature of Mozambique’s formal private sector, we also
note that the vast majority of firms are classified into the tertiary sector (or
unclassified); and primary sector firms (e.g., agriculture or natural resources
extraction) account for very small fraction of firms by numbers or initial equity
capital.

2 This thereby allows for changes in the partnership structure to the
recognized.
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of the firm, the share of these that are female, and the number of
institutional owners. In addition, we merge the firm register with two
other external firm lists. The first is the most recent available list of
approved government suppliers, namely firms registered in the Cadastro
de Empreiteiros e Fornecedores de Bens ao Estado (CEF).*° The second is a
list of Mozambique’s 100 largest firms, taken from annual publications
by KPMG over the period 2012-2017.%!

Results from this exercise are reported in Tables B17 and B18. In
each case we run simple OLS regressions of the different PEP status
indicators on firm characteristics, similar to estimation of propensity
scores. The first of these tables focusses on direct PEPs, wherein the
first dependent variable (column I) is a binary indicator for whether
the owner of a firm in the panel is a direct PEP (either before or
after the firm was established). In columns (II) the dependent variable
is the number of years since first becoming a PEP - i.e., if a firm is
established by a direct PEP who first held office 5 years ago, this takes
a value of five; but if the individual is not yet a PEP when the firm was
established, then the dependent variable would be zero. In columns (III)
of the table we restrict the analysis to all individuals that ever are a PEP
and construct the dependent variable as an indicator for being a current
direct PEP.

30 This is the ‘Register of Contractors and Suppliers of Goods to the State’,
which was scraped from the internet in March 2025. After cleaning and
normalization of names, we undertook a fuzzy string match with the unique
list of firms from the firm registry. We achieved a match rate of only 30%,
meaning around 7000 of the 23,000 firms in the CEF could be matched reliably
to an entry in the firm registry. In part this may reflect individual persons in
the register (who rent land or private property to the state) as well as foreign
entities.

31 This data was digitized and analyzed by Cuche (2018). Note, however,
that the KPMG list is based on information voluntarily provided by firms, and
thus cannot be viewed as a definitive list of all largest firms.
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Table 5
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Count of firms and total start-up capital values (1975-2019), by sector.

Source: Authors’ estimates from firm register.

Main sector Raw firm count

Par value of firm capital

All Indirect PEP Direct PEP All Indirect PEP Direct PEP
Primary 1,095 48 32 694 19 8
Secondary 10,405 475 145 7,376 275 148
Business services 23,844 1,171 355 7,137 422 285
Finance 3,683 190 63 2,627 239 154
Other services 24,979 1,049 224 10,473 735 75
Unclassified 6,273 288 81 3,297 320 83
Total 70,279 3,221 900 31,603 2,010 753

Note: table reports information on the universe of firms established and registered in Mozambique from
1975-2019; columns indicate total firm counts and the sum of initial start-up capital values, in constant
millions of MZN; sub-columns classify by: all firms, firms which have an indirect PEP as an owner, and
firms which have a direct PEP as an owner; individuals are classified as direct (indirect) PEPs if they (a
family member) holds executive or political office at any point in time (past, current or future).

The results support and further nuance our previous findings. As
indicated by the positive coefficient estimates on the capital stock
variables (column I), PEPs appear to engage with larger firms and also
are moderately less likely to be associated with firms that have either
changed their ownership or share structure over time. Alongside the
non-association between the dependent variables and firm age, this
suggests PEPs are moderately more likely to join firms at start-up,
rather than joining existing firms. Adding sector-specific indicators (as
in columns b), we find some evidence that, in addition to interests
in finance and business services, direct PEPs are comparatively more
likely to engage in firms in the mining sector.

Table B18 repeats the same analysis using indirect (family-level)
PEP indicators; and Appendix Table B19 re-runs the analyses for ever
being a direct or indirect PEP in different time periods, restricting
attention to entries in the firm register in specific temporal ranges.
Again, these support previous conclusions. For instance, there are fewer
systematic predictors of firms having an indirect PEP-link, especially
across sectors. Nonetheless, we find weak evidence that indirect (direct)
PEPs are moderately more (less) likely to be registered government
suppliers. We also note a clear shift of interests of direct PEPs into
the mining sector in the period 2010-19, while indirect PEPs show a
shift toward toward heavy industry, both of which may be linked to
the expansion of natural gas projects in the economy during this time.

These results are merely indicative. While they confirm that PEP-
linked firms are indeed material in the Mozambican economy, espe-
cially in certain sectors, they do not yield definitive evidence as to
whether this phenomenon is benign. The concentration of PEP-linked
firms in sectors such as finance (investment) and mining - where
information asymmetries are pronounced — suggests that political con-
nections may facilitate access to informational rents. It also points to
a role for PEPs as influence brokers, leveraging political capital to
mobilize resources, mitigate regulatory risk, and enable preferential
market access. The relative prevalence of PEP linkages in business ser-
vices further suggests that political connections can strengthen property
rights, either by formalizing claims or by providing de facto protection
through political association. Or, more simply, these kinds of firms
represent a means by which PEPs are able to enact a private tax on
profitable firms across diverse sectors.

One might argue that such behavior is not so different to the signif-
icant role of political connections among firms observed in numerous
other contexts, including the USA (e.g., Faccio, 2006; Goldman et al.,
2009; Acemoglu et al., 2016). And in Mozambique, where managerial
talent is scarce and the domestic private sector is poorly-capitalized,
the fact that (some) current and former office holders derive personal
benefits from successful business ventures may be viewed as a kind of
‘necessary evil’ to manage enterprise risks. On the other hand, echoing
concerns raised in prior qualitative studies, the prevalence of PEPs in
particular sectors may reflect unequal access to opportunities as well
as distortionary effects on market competition. The concentration of
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PEPs in sectors dependent on location-specific rents and financial in-
termediation likely signals the exploitation of privileged information or
regulatory advantages, potentially crowding out non-connected firms
and entrepreneurs. This raises concerns about the broader implications
for economic efficiency, and the distribution of economic opportu-
nities in the country. Moreover, when political elites simultaneously
hold public office and pursue private business interests, it may create
conflicts of interest that undermine good governance and public trust
in institutions.

7. Conclusion

There is a widespread perception, at least in some contexts, that
political office is not only a platform for public service but also an
opportunity for private gain. In the case of Mozambique, this view was
encapsulated in evidence presented during the U.S. prosecution of the
former Minister of Finance for his role in the so-called ‘hidden debts’
scandal: “... in democratic governments like ours people come and go,
and everyone involved will want to have his share of the deal while in
office, because once out of the office it will be difficult”. (email from
T. Nhangumele to J. Boustani of 14/11/2011, quoted in United States
vs. Boustani, case 1:18-cr-00681, District Court, E.D. New York).*?

This study sought to shed quantitative economy-wide evidence on
this phenomenon, providing new evidence on how political elites and
their families convert public office into private economic gain through
ownership of formal firms. To do so, we drew on more than four
decades of data from Mozambique. We constructed a novel longitudi-
nal dataset linking politically exposed persons (PEPs) and their close
relatives to the universe of legally registered firms and their beneficial
owners. Using generalized event study methods, we identified dynamic
causal effects of holding office on multiple dimensions of business cap-
ital, including firm ownership, start-up equity, and network position,
while also examining spillovers to family members.

We found that assuming political office was associated with sub-
stantial and persistent personal business advantages. Becoming a PEP
led to a 24% increase in the likelihood of being a firm owner and
a 350% increase in ‘information capital’ — an indicator of network
centrality in the firm-owner graph. These gains accumulated over time
and in some cases persisted beyond the period of office. Moreover, we
documented statistically significant, though smaller, spillover effects
among family members: relatives of officeholders were more likely
to become business owners and held more capital, even when they
did not themselves occupy political office. These results suggest that
the business advantages of political power are not limited to individ-
ual incumbents but extend to political families, reinforcing dynastic
accumulation of economic influence.

32 For details see: www.courtlistener.com/docket/13587766/united-states-v-
boustani.
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We also found evidence that PEPs tend to focus their business activ-
ities in specific sectors. PEP-linked firms are concentrated in industries
characterized by location-based rents and intermediation opportunities,
such as in finance and extractive industries. Despite limitations in firm
performance data, our evidence strongly indicates that political ties can
be used to extract informational rents or secure market access, rather
than promote productive efficiency or innovation.

Our analysis contributes to the literature in three ways. First, our
novel data have allowed us to undertake one of few economy-wide
dynamic evaluations of the economic returns to political office in a
low-income setting, where data constraints have historically limited
research. This includes explicit quantification of indirect effects via
familial linkages, shedding light on how political influence is transmit-
ted within elite dynasties. Second, we extend attention to metrics of
network position, which account for additional ways in which political
influences can be used to manipulate or broker relationships across
firms. Third, we demonstrated how public administrative data sources,
specifically firm registries, can be harnessed for political economy re-
search in data-scarce environments, offering a replicable methodology
for other contexts.

While we do not claim to provide a definitive judgment on whether
the presence of politically connected firms is ultimately harmful or ben-
eficial to economic development in Mozambique, our results highlight
the importance of understanding the channels through which political
privilege translates into private wealth. In settings with weak regula-
tory enforcement, such linkages can entrench inequality and weaken
prospects for broad-based economic transformation. Future research
should aim to better understand the firm-level consequences of these
connections and how political-business linkages evolve in response to
institutional reforms.
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