Session #6: Interests and their Organization

A. Interest Group Analysis for Managers by Keith Krehbiel

Understanding interest group and business relationships with government

1. Public interest theory: refers to the view that elected officials share perceptions about what is good or right and take actions that are consistent with this characterization of public interest

2. Pluralism: claims that governmental outcomes are determined by the relative intensities of preferences and the mobilization of competing interest groups, i.e. government officials are responsive to active interest groups

Weaknesses of these theories

· Often conflict is resolved by voting, but pluralism is silent about how legislators vote and why

· Neither pluralism nor public interest theory consider the differences among the forums of resolving conflict, e.g. elections, grass-roots politics

· Existence of a collective interest does not imply collective action

Predicting outcomes of governmental processes

· The essential features of collective action problem (as bolded above)

· Collective action is collectively valuable; it increases the aggregate net benefits for the active group

· Collective action is also individually problematic because the benefit of shirking is exceeded by the cost of participation

The Wilson-Lowi Matrix – helps to predict the nature of interest group activity

	Benefits

Costs
	Concentrated
	Dispersed

	Concentrated
	Interest Group Politics

- 
	Entrepreneurial politics

- 



	Dispersed
	Client Politics

- 
	Majoritarian Politics

-




Factors Affecting Interest-Group Formation

Use the following factors to estimate the amount and effectiveness of collective action the group will exert on a specific proposal

1. Benefits Factors

a. Substitutes – When substitutes exist for a group, the group’s demand for collective action is lessened

b. Group-level Magnitude – If the policy were adopted, what would be the overall effect on the group in question?

c. Per-Capita Magnitude – If the policy were adopted, what would be the magnitude of the effect at the individual level within a given interest group?

2. Costs Factors

a. Size – The ability of group to supply votes can be substantial even if the group’s members are not wealthy

b. Geographic coverage – Are members of the group concentrated or dispersed?

c. Political Resources – Is the group wealthy in terms of capacity to wield influence in the governmental process?

d. Cost of organizing – how costly is it for the group to mobilize?

B. Case: Scrubbers and Environmental Politics

· Issue: Congress is deciding if it should mandate power companies to use scrubbers to remove sulfur from their emissions

· Two Regions producing coal:

1. East – labor is organized, United Mine Workers, wages & benefits high, coal has high sulfur content

2. West – labor not unionized, capital intensive work, strip mining, coal has low sulfur content, wages and benefits low

· EPA recommends requiring new power companies to burn western coal—lowest cost to society.  What will the two interest groups, UMW and environmental groups, do?

1. From a social efficiency perspective, Congress should not mandate scrubbers.  This conclusion is based on the EPA conclusion that new power plants should burn western coal

2. Two major interests are affected: United Mine Workers (UMW) & environmental groups.  Both groups will take political action

3. There is an opportunity for the two groups to form a coalition. Their primary objectives are the same: Mandate the scrubbers because the UMW wants to keep the demand high for eastern coal, and the environmentalists want better air quality on the west coast, though at an increase to the costs of electricity. The nature of the interest group activity would be a mixture of Interest Group Politics and Entrepreneurial politics.  

4. Assuming these groups align themselves, I believe that they will sway Congress to mandate the scrubbers. The UMW spans 5 eastern states, has many constituents, can mobilize, and is highly motivated to mandate scrubbers.  Thus, the UMW will exert a lot of pressure. Under the theory of Pluralism, the more intense their activity is, the more responsive the government will be. The environmental groups are also passionate about this issue, but, perhaps, their influence is not as strong.  They are pushing for standards that are beyond the EPA recommendation. They seem to be an interest group that spans many geographic regions, but the reading doesn’t confirm it. Another weakness is that their cause will increase the cost of electricity in their region. Their position is weaker than UMW’s, but they still are passionate about the issue. A coalition between the two could effectively influence Congress to mandate the scrubbers.

C. Interest Groups and Congress by John Wright

· A political interest group is “a collection of individuals or a group of individuals linked by common political, economic, or social interests, that meet the following requirements:

· Its name does not appear on the election ballot

· It uses some portion of its collective resources to influence decisions made by government

· It is not apart of government 

· Estimates re: # of Washington lobbyists run as high as 80,000

· Estimated total operating costs of the lobbying industry: $12 b annual

· The Evolution of Interest Groups 

· Constitutional Underpinnings: concern for liberty and freedom of political expression and the desire to prevent tyranny

· Madison, et al, succeeded brilliantly in designing a system to attenuate the power of majority factions, which led to unanticipated opportunities for  minority factions to be influential

· Interest groups gained more power after the Civil War

· Individuals join interest groups

· To enjoy special benefits of members

· To have a sense of solidarity

· As a form of expression

