
DLSU-AKI Working Paper Series 
2025-08-100

20/F, Br. Andrew Gonzalez Hall
2401 Taft Avenue, Manila, 0922, Philippines

By:

Annika Patrice G. Sia 

DLSU - Angelo King Institute 
for Economic and Business Studies 

https://www.dlsu-aki.com/

Geography and Institutions: Insights

from Acemoglu, Robinson, and

Johnson in Analyzing Regional

Disparities in Agricultural Labor

Productivity in the Philippines

Visit Us

Carlos L. Tiu School of Economics
De La Salle University

This paper was awarded the second prize in the 2024-2025 essay-writing competition organized
by the Angelo King Institute among the students of the Carlos L. Tiu School of Economics, on 
"Institutions and Development."



DLSU-AKI Working Paper Series 2025-08-100 
(August 2025) 

 
 

1 

 

Geography and Institutions: Insights from Acemoglu, Robinson, and Johnson in Analyzing 

Regional Disparities in Agricultural Labor Productivity in the Philippines 

By Annika Patrice G. Sia  

 

Introduction 

Nobel Prize-winning authors, Acemoglu, Johnson, and Robinson, emphasize the role of 

institutions in economic development. In their book Why Nations Fail, they argue that when a country 

has institutions that centralize power towards the small elite and discourage economic participation is 

bound to stay in poverty, while institutions that encourage citizens to participate in economic activities, 

promote equal rights and opportunities are the path towards economic development. Subsequently, 

the authors reject the role of geography, cultural customs, and ignorance, and instead shed light on 

colonization in shaping the types of institutions that were built in countries.  

Although Acemoglu, Johnson, and Robinson were able to provide another viewpoint and 

possible strategies on how to encourage economic growth among nations, their framework is not free 

from criticisms and limitations. In the case of the Philippines, a country with regional and 

infrastructural inequalities due to its archipelagic nature, an argument that concentrates on a nation’s 

institutions may disregard possible factors that can influence a nation’s path towards development. 

The goal of this essay is to highlight the current state of the Philippine agricultural sector through a 

national and regional level analysis. As such, it intends to answer the following questions:  

● What is the reason behind the extractive institutions present in the Philippines?  

● What is the state of the agricultural sector as of the present?  

● What caused the regional disparity among the Philippine regions, most especially in agricultural 

labor productivity?  



DLSU-AKI Working Paper Series 2025-08-100 
(August 2025) 

 
 

2 

 

This essay attempts to apply the perspective of Acemoglu, Johnson, and Robinson towards institutions 

in the agricultural sector of the Philippines.  

 

The Historical Context: Colonialism, x2, x3  

Greif (1994) defines institutions as the ‘rules of the game in a society’ which consists of two 

similar elements: a network of shared cultural beliefs and organizations that act as constraints to 

diminish the uncertainty of human behavior, regardless of its extractive or inclusive nature. In the case 

of the Philippines, institutions built were often shaped by colonialism, which included a flawed 

political system. Cruz (2014) argues that the nature of extractive institutions and widespread 

corruption and lack of stable property rights greatly benefited the elite, which resulted in hindered 

growth and investment, and eventually placed the Philippines in a position of underdevelopment. The 

Spanish Conquest, which lasted for 333 years, was seen to be the evidence behind the establishment 

of extractive institutions. They created an oligarchic system that reinforced class system divisions that 

ultimately benefited the elite. The encomienda, for example, was a system established that gave favor to 

the Spaniards. Under this, the economendero is given the power to control the natives who lived on the 

provided land grant. Although this gave them the power to control lands and the natives, the extractive 

nature of this system was eventually considered unprofitable (Cruz, 2014). This was against the beliefs 

of the indigenous people who considered land as sacred and communal property  

Titling was initially against the beliefs of the indigenous people who considered land as a sacred 

and communal property, thereby reflecting the Spanish disregard towards the culture of the Filipinos 

(IFAD, 2023). The natives were already at a position of disadvantage, and by the time the Americans 

took over the Philippines, little to no work was done to address the injustice (Adriesse, 2019). 

Individual landlords were allowed to supplement their assets by being granted the authority to buy 
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landed estates of the friars, while the farmers were left in the heat and had no choice but to sell their 

land to the elite and urban-based middle class (Francia, 2014, as cited by Andriesse, 2019). The 

Philippines, by this point, had a deep-seated issue with land because of its problematic colonial legacy, 

which resembled the great inequality of land distribution, similar to the situation of Latin America that 

was discussed by Acemoglu, Johnson, and Robinson (Baliscan and Hill, 2003).  By the time the 

Japanese occupied the Philippines, the People’s Liberation Army (formerly known as the Hukbalahap) 

fought against the pro-American elite through agrarian uprisings and assertion of land reform that 

resulted in an improvement of farmer livelihood (Adriesse, 2019). However, land tenure problems 

remained, as the 1946 Philippine Trade Act gave the Americans 100% land ownership in designated 

areas. In attempts to solve the land ownership disputes, the Philippine Congress enacted laws such as 

the Republic Act No. 34 and the Republic Act No. 55, which established the 70%-30% share tenancy 

contracts and helped in protecting tenants from being evicted from the land (Department of Agrarian 

Reform, n.d.). By the time President Diosdado P. Macapagal was able to enact a key law that freed 

farmers from the unjust class structure created in the past, Republic Act No. 3844 or the “Agricultural 

Land Reform Code”, the Philippines was in a better position compared to its Southeast Asian 

neighbors. Rice production increased, and the country was eventually able to achieve self-sufficiency 

in the later parts of 1970, but unfortunately, the sector began to weaken. President Ferdinand Marcos 

was initially able to enact policies that prioritized the Green Revolution; however, this was considered 

unsuccessful. According to Adriesse (2019), the land reform programs under his administration did 

not cover large cash crop plantations, which led to the country’s land being excluded from 

redistribution. Additionally, it did not account for all the agricultural groups. Alongside the loopholes 

and insufficient land grants given to the farmers, the benefits were limited only to the rural farmers. 

Ultimately, the Philippines lost its chance to attain self-sufficiency and did not benefit the poor and 
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landless farmers (Ulack, 2000). Upon President Corazon Aquino’s Comprehensive Agrarian Reform 

Program (CARP) being constituted in 1988, it generated both positive and negative outcomes. Borras 

(2001) mentioned that by 2004, approximately three million households were helped by CARP, and 

7.4 million hectares of land had been redistributed to 4.6 million farmers. Despite the persistent law 

loopholes, it was generally regarded as both a success and a failure.  

As of the present, the Philippines continues to struggle with the process of moving towards 

manufacturing because of the lack of structural transformation (IFAD, 2016). Custodio and Sombilla 

(2025) argue that rural transformation has been regarded as sluggish and take into consideration the 

importance of institutional reforms, policies, and investments (IPIs) as a key factor towards structural 

transformation. Furthermore, Tullao (2025) adds that the Philippine economy jumped towards the 

service sector before manufacturing, which may be connected to poor law implementation and low 

quality of infrastructure,  which pushed workers in the agriculture sector to move towards the service 

sector immediately.  
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The State of the Philippine Agricultural Sector 

a. GDP and Employment  

According to the World Bank (2019), the Philippines is considered one of the fastest-growing 

and developing countries, with its annual growth rate at 6.4% because of its high consumer demand, 

increasing remittances, and flourishing business activities found in the service industries.  

Figure 1. Employment by Branch of Economic Activity, % Distribution: 1995 to 2022. Source of 

basic data: OpenSTAT  

Agriculture had the biggest share in terms of employment from 1995 to 1996 until it was 

overtaken by the service sector from 1997 onwards. While it can be observed that the agriculture’s 

employment share is still at a considerable level, Figure 1 showcases that the decrease in the 

employment share in agriculture corresponds to an increase in employment in the service sector. 

Comparing the share of employment in the sectors, it can be seen that the agriculture sector decreases 

from 43% to 24%, while industry increases by 3 percentage points, and the services sector increases 
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from 41% to 57%. Briones (2017) explains that the reason behind this is the expansion of the nation, 

and as the country grows, the structure begins to change, leading to a shift from agriculture to services.  

Figure 2. Percent Distribution of Gross Domestic Product (GDP) by Branch of Economic Activity 

at Constant 2000 Price: 1996 to 2018. Source of basic data: OpenSTAT 

In terms of GDP, the service sector continues to have the highest contribution among the 

economic sectors. Examining Figure 2, from 1995 to 2018, the services sector contributed the most to 

the Philippines’ GDP, at 50% to 58%. It is also noteworthy to mention that the sector has been 

steadily increasing, while the other sectors have decreased, most especially agriculture. Starting at 

around 15% in 1995, it gradually decreased until its contribution was only 8% of the nation’s annual 

GDP.  While agriculture initially had the highest employment share, the service sector was already a 

leading contributor to the Philippines’ GDP, which means a larger portion of economic output is 

generated in the services sector, despite the higher number of workers in agriculture.  
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Figure 3. GDP by Branch of Economic Activity, Constant (2000) Prices, Growth Rates (%): 1995 to 

2018. Basic source of data: OpenSTAT 

 Examining Figure 3, although it can be seen that growth rates are somewhat volatile because 

of the sudden decrease in 1998 and 2009, services remain the highest-growing sector. Similar to Figure 

1, services have the highest growth rate among the other sectors consistently, while agriculture is seen 

to have the lowest growth rate. Despite its initial higher employment share in the Philippines, its 

growth rate remains low, which is in line with its contribution to GDP.  

Overall, the data shows that the service sector is the main driver of growth in the Philippines. 

The industry sector is seen to be on the stable side, and agriculture is seen to be decreasing in both 

employment and GDP contribution. It is imperative to investigate the conditions that drive the 

workers out of agriculture.  
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b. Education as a Factor of Employment  

To further understand the migration of workers towards other sectors outside agriculture, we 

will investigate the educational background of the agricultural workers. In the Philippines, the majority 

of the workers in the Philippines have finished secondary school at the least, as workers with higher 

levels of education tend to work in other sectors outside agriculture.   

 All sectors  Agriculture  Industry Services  

2015      

Undergraduate, 
primary  

24 34 17 11 

Undergraduate, 
secondary  

35 38 36 29 

Undergraduate, 
tertiary  

36 25 43 50 

Tertiary graduate 
workers  

5 2 4 10 

All workers  100 100 100 100 

     

2008      

Undergraduate, 
primary  

26 34 18 13 

Undergraduate, 
secondary  

39 42 41 33 

Undergraduate, 
tertiary  

30 22 38 44 

Tertiary graduate 5 2 3 11 

All workers 100 100 100 100 

Table 1. Distribution of Visibly underemployed workers by educational attainment, and sector, 2015 
and 2008 (%). Source: Briones (2021) 
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Analyzing Table 1, workers from the agriculture sector tend to have the least education. Although there 

is an improvement from 2008 to 2015, unfortunately, the majority of the educated workers are 

allocated to the services sector and industry subsequently. While Briones (2021) adds that 

underemployment in both the services and industry sectors is put at an advantage, schooling levels for 

agricultural workers do not significantly affect status as fully employed or visibly underemployed. 

However, poverty is still a present problem that is associated with underemployment.  

 

Regional Disparities in Agriculture  

Besides the differences in educational attainment among the workers, Tullao (2025) argues 

that the jump from the agricultural sector to the service sector can be explained by the weak 

implementation of policies and low quality of infrastructure, which forced agricultural workers 

towards the service sector because of the limited opportunities offered by manufacturing. This aligns 

with Acemoglu, Robinson, and Johnson’s explanation, wherein institutions are responsible for such 

outcomes. However, the role of geography must be considered given the archipelagic nature of the 

Philippines. While the agricultural sector has experienced a decrease in employment and contribution 

to GDP on a national level, exploring this sector at a regional level may provide nuances to the initial 

argument toward the role of institutions. In order to determine if there is a significant difference 

among the regions, employment, nominal wage rates are to be examined as labor productivity per 

region will be analyzed.  
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A. Employment per Region  

Figure 4. Employed Persons by Region and Major Occupation Group (in thousands) (Skilled 
Agricultural, Forestry, and Fishery Workers) Philippines:  2011 to 2022. Source of basic data: PSA1 
 

Figure 4 illustrates the number of skilled agricultural, forestry, and fishery workers across the 

17 regions in the Philippines. The Bangsamoro Autonomous Region in Muslim Mindanao (BARMM) 

is shown to have the highest number of workers in this sector, followed by Region VII, Central 

Visayas. As it can be observed that employment levels for this sector fluctuate for almost all regions, 

the National Capital Region (NCR), in particular, has a consistently low level of employment for skilled 

                                                
1 Data from major industry groups aggregates agriculture, hunting, and forestry. Data gathered for Figure 4 utilizes the 
major occupation group instead of the industry classification for a more specific focus on the Agriculture, Forestry, and 
Fishing sector.  
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agricultural, forestry, and fishery workers. Unlike the other regions, it has remained significantly low 

from 2011 to 2022.  

 

 

B. Nominal Wage Rates  

Figure 5. Nominal Wage Rates (All farmers: Both Sexes): 1994 to 2019. Source of basic data: 

OpenSTAT2 

Figure 5 depicts the nominal wage rates across all regions from 1994 to 1995. It is observed 

that as the regions gradually increase in terms of wage rates for both male and female farmers, regions 

such as Region III, Central Luzon, and  Region IV-A, Calabarzon, are areas with a relatively higher 

nominal wage rate compared to the other regions. In contrast, Central Mindanao initially started with 

                                                
2 Figure 5 utilizes the regional classification of the dataset. These have not been changed to maintain consistency with 
the dataset 
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nominal wage rates ranging from 100 Php to 150 Php until it fell to 0 Php. This may be a case of 

underreporting or no agricultural activity in the region. Similarly, Region IV-A, Calabarzon starts with 

0 PHP as its nominal wage rate from 1994 to 2001 and has a sudden increase by 2002, eventually 

becoming one of the Philippine regions with the highest nominal wage rate as of 2019.  

 

C. Labor Productivity  
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Figure 6. Agricultural labor productivity by region (at 2000 constant prices), Philippines, 1988–2023. 
Source: Custodio and Sombilla (2025)3 
 

                                                
3 According to Custodio and Sombila (2025), NCR is excluded because of its lack of agricultural economic activities, 
high economic performance and it is considered advanced in terms of urbanization and industrialization compared to 
the other regions.  
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Agricultural labor productivity from 1988 to 2022 is highest in Region III, Central Luzon, 

followed by Region IV-A, CALABARZON, and Region XI, Davao Region. Custodio and Sombilla 

(2025) mention that regions with relatively high labor productivity are an indicator that it has made 

significant progress in terms of rural transformation. Additionally, it can be observed that agricultural 

labor productivity is continually increasing from 1988 to 2022, which suggests that there might be 

progress in rural transformation among the regions.   

Figure 7. Agriculture labor productivity by region, (all regions, excluding NCR): 2009 to 2017. Basic 

source of data: PSA  

 Figure 7 includes NCR and all regions in the Philippines. Besides the fact that Region III, 

Central Luzon, and Region IV-A, CALABARZON, are considered to have one of the highest wage 

rates in agriculture in the country, these regions have the highest level of labor productivity.  
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Although Central Luzon and CALABARZON are not as urbanized and industrialized as 

NCR, it is highly productive in Agriculture. A possible reason behind their advantage is the 

endowment of natural resources in their region. Structural change is seen to have a positive 

relationship to labor productivity in the regions in the Philippines; the natural resources and mineral 

reserves present in each region are seen to contribute to its labor productivity as well Laurente, 2022). 

Central Luzon remains one of the largest regional producers in the country (Department of 

Agriculture, n.d.). Alongside the abundant supply of timber, mineral resources (metallic and non-

metallic), and the presence of the largest aquaculture production in the Philippines, it is also heavily 

supported by the Department of Agriculture (DA) in Central Luzon. According to Quiambao (2024), 

the Department of Agriculture in Central Luzon has allotted a budget of 9.04 billion for programs and 

projects, the majority of which is allocated towards rice programs in the region. Additionally, provision 

for the agricultural machinery and irrigation networks,  investments in various projects that support 

rural infrastructure, were included in attempts to boost production in the Central Luzon region 

(Cooperative Development Authority, 2024). CALABARZON, on the other hand, is a much more 

industrialized region in the country (Philippine Statistics Authority, 2024). This region currently has 

all four types of climate that allow crop production as well as accessible transportation, a large range 

of telecommunication and network providers, and research institutions (Department of Agriculture, 

n.d). As of 2024, CALABARZON, the National Irrigation Administration (NIA), has announced that 

part of their initiative to boost the productivity of farmers is through modern technology and 

equipment (Trinidad, 2024). Additionally, the DA - Agriculture Training Institute (ATI) in partnership 

with Local Government Units (LGUs) has started programs to promote sustainable farming practices 

through encouraging them to build technical and scientific skills in growing crops using newer 

technology (Department of Agriculture, n.d).  
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In line with Acemoglu, Robinson, and Johnson’s perspective on the historical background that 

led to the extractive nature of the Philippine institutions, the role of geography must be recognized. 

Assessing the regions with the highest labor productivity, it can be observed that despite the advantage 

of having natural resource endowments such as land, climate, and precious minerals, the 

accompaniment of institutions, such as the DA, research institutes, LGUs, and its investment in 

programs that promote rural infrastructure, agricultural productivity, and sustainable agriculture is 

seen to be the main drivers towards productivity. As such, it could be inferred that the region’s 

geography could provide leverage towards productivity; however, its major determinant lies in the 

infrastructure and strategies of the institutions.  

 

Conclusion 

In conclusion, the longstanding history of the Philippines’ underdevelopment can be traceable 

to the presence of extractive institutions. Analyzing the decline in the agricultural sector on a national 

and regional level through employment, nominal wage rates, and labor productivity, regional 

disparities in agriculture are present in the country. Additionally, regions with the highest labor 

productivity, such as Central Luzon and CALABARZON, are seen to have an advantage because they 

endow natural resources, accompanied by institutional strategies that promote productivity and 

sustainability. Moreover, as geography provides an advantage towards growth, the institutions 

responsible for policies, investments, and programs are the key to agricultural productivity and long-

term growth.  
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Appendix:  

Labor Productivity: 2008 to 2017  

 
 

Employment per Region (in thousands) (Skilled Agricultural, Forestry, and Fishery Workers): 2011 

to 2022 

 
 

Nominal Wage Rate per Region: 1994 to 2019 

 


