P230 – October 17 – Interests and Their Organizations

READINGS:

Interest Groups and Congress, John R. Wright, Chapter 2, “The History, Organization, and Regulation of Interest Groups”

SYNOPSIS:

· The chapter lays out a history of the development of interest groups and the evolution of their influence in the U.S. 

· Interest groups are defined as “a collection/group of individuals linked together by professional circumstance, or by common political, economic, or social interests, that meets the following requirements:

1. its name does not appear on election ballot (i.e. it’s not a political party)

2. it uses some portion of its collective resources to try and influence decisions made by the government

3. it is organized externally to the institution of government that it seeks to influence

· Interest groups are influential in the U.S. because the party structure is relatively weak (Members of Congress are not obligated to vote with their party all the time) and the representative system created by the Constitution forces Members to be responsive to the views of their constituents.

CHAPTER OUTLINE:

· The size and range of organized political interests in the U.S. is huge – there are roughly 11,600 lobbying organizations in Washington spending an estimated $12 billion a year.  Organizations cover just about any profession or interest you can think of.

· The Constitution established a structure that empowers interest groups:

· Since the U.S. has a representative system, rather than a parliamentary system (in which a cohesive majority has to maintain control of the government or face new elections), legislators base their votes more on their geographic constituencies than on the party line.

· As a result, legislators are much more accessible to interests from their local constituencies, particularly organized interests.

· The current interest group structure formed after the Civil War as legislators’ districts became more heterogeneous than before, and legislators therefore had a greater need for information on the views and concerns of their constituents.

· The “disturbance theory” describes how interest groups are formed: when the shared interests of a previously unorganized group of individuals is affected by economic, social, or technological change, that group is likely to form an organization.

· The creation of one interest group and its success in pushing its interests is likely to lead to the formulation of other groups, as those affected by the measures pushed for by the first group respond by establishing their own interest groups.  The reading describes this as a “wavelike” process.

· Interest groups typically face a free-rider problem: since the group works to advance the collective interest of certain people (e.g. mailmen or environmentalists), man individuals would rationally try to enjoy the benefits the interest group wins them without participating or contributing to the group.

· Organizations provide 3 types of benefits that may combat the free rider problem:

1. Material benefits – things like journal subscriptions, travel and insurance discounts

2. Solidary incentives​ – the sense of belonging and congeniality resulting from membership in an organization

3. Expressive incentives – the opportunity to express ideological or political views, and the satisfaction that results

· There are a number of common types of interest groups:

· Trade and professional associations (e.g. National Restaurant Association, American Bankers Association)

· Corporations, who operate both by lobbying on their own and working through various professional associations

· Labor Unions, which are weaker today than in the past as membership has declined

· Citizen groups – groups in which membership is defined in some way other than professional or industrial characteristics (e.g. American Association of Retired Persons, National Organization of Women, Sierra Club).  A subset of citizen groups is public interest groups, which are defined as groups whose activities are not aimed at benefited their members in particular (usually because they seek measures that they believe will benefit all of society).  Examples of public interest groups are Mothers Against Drunk Driving and Handgun Control.

· Intergovernmental groups – these are government entities (who don’t have a vote in making a decision) lobbying the decision-making government entity.  Examples are a states lobbying the federal government to change a regulation or the Defense Department trying to convince Congress to increase defense spending.

· Charitable and religious groups

“Interest Group Analysis for Managers,” Keith Krehbiel

· The reading aims at developing a systematic way to predict whether it is worthwhile for a given group to try to influence governmental activities.  A three-step process is proposed:

1. Gain an understanding of the relationship between interest groups and governments

2. Use that understanding to make predictions about the outcomes of governmental processes.

3. Develop company strategies to address the related issues and interests

· There are 2 theories that predict how public policies are chosen:

· Public interest theory says that public servants will make policy decisions in an effort to best advance the public interest.  This is essentially utilitarianism.  The biggest weakness of the theory is that because measuring costs and benefits for a large and diverse population is so difficult, efforts to choose the policy that is “best for the public interest” often breaks down and decisions are made according to individual preferences of what particular policymakers think are best.

· Public interest theory, then, is more useful as a “normative” theory (one that tells what should be) than as a “positive” theory (one that predicts what will be).

· Pluralism is the idea that governmental outcomes are determined by the mobilization of competing interest groups, and the intensity of those groups’ efforts.

· The theory holds that the more active an interest group, the more responsive government will be. 

· Shortcomings of pluralism:

1. it treats government as a single entity, when in fact government represents lots of different interests, and issues are settled by voting.  In other words, with the same information, different legislators vote differently, but pluralism doesn’t explain this or account for how the different votes are determined.

2. it doesn’t recognize the fact that different interest groups may pursue different strategies, or explain why one group might be more successful than another based on strategy.  Instead it just focuses on how active an interest group is.

3. it doesn’t predict whether interest groups will form, even if a collective interest exists, and therefore can’t predict an outcome given a set of information that tells something about the collective interests that exist.

· All of this (which isn’t that well-argued in the reading, I think, and therefore is probably not well-explained here) leads to the conclusion that “the fundamental problem of interest group formation is one of collective action.”  This is the thesis of the reading.

· The collective action problem, then, is more or less the same as the free-rider problem.  The characteristics of a collective action problem are:

1. The objectives of collective action would have value to an entire group

2. For any given individual, free-riding will be better than participating, because the individual will still share in the benefit.

· The way to think about whether interest groups will form is to consider the expected costs and benefits from a particular policy proposal, and use those expected rewards and costs to predict behavior.

· For example, for decades the U.S. has provided a subsidy to producers of mohair from Angora sheep of over $1 million a year.  In the early 1990s, a Member of Congress introduced a measure to eliminate the subsidy.

· There are 2 clearly affected groups in this issue:

1. Mohair producers, a small group, that stands to lose a portion of its income

2. American taxpayers, who will gain the benefit of the money that had gone to the subsidy, presuming it is used for more productive purposes.

· Since the costs of this policy change are highly concentrated among the small group of mohair producers, they are like to organize an interest group, while the issue is unlikely to galvanize much of a reaction from taxpayers as a whole.

· The Wilson-Lowi matrix helps predict the nature of interest group activity based on the costs and benefits from a proposed policy.  Note that the matrix doesn’t predict outcomes, merely how groups will behave.
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· There are 3 general steps to applying this matrix:

1. Identify the general issue and specific proposal under consideration

2. Consider which groups will enjoy benefits or suffer costs under the proposal, and whether those groups are concentrated or dispersed.

3. Apply your analysis to the matrix

· The article then provides a list of considerations to use in examining costs and benefits of potential policies:

· Substitutes – If there are other alternatives with equally beneficial ends, a group’s demand for collective action is lessened.

· Group-level magnitude – How important is the outcome of the event for the group?  The more important the outcome, the stronger the group’s reaction.  (Wow, what a shocking and thoughtful insight – we never would have thought of that.)

· Per-capita magnitude – How significant is the outcome for individuals within the group.  Individuals for whom an event is significant (mohair producers in the earlier example) will have a greater demand for collective action than the entire group (farmers in the example).

· Size – The larger the group, the stronger and louder its voice

· Geographic Coverage – A large but concentrated group will have a strong influence over its particular region but not necessarily the country as a whole (think of Microsoft and its strong influence over Members of Congress from Washington).

· Political resources – The more wealth the group can bring to its political organization, the stronger it will be.

· Cost of organizing ​– How much will it cost to mobilize in order to push a collective interest on a particular issue, given the previous 3 constraints?  

The Case – Scrubbers and Environmental Politics

1. From a social efficiency perspective, should Congress mandate scrubbers?
· No.  According to the case, the most efficient means of meeting emissions standards in the Midwest and much of the East would be for power plants there to burn low-emissions Western coal.   Here are the advantages of this option:

· The low-emissions Western coal has sulfur content of about 1.0 pounds per million BTU, less than the 1.2 that would be mandated with the use of scrubbers.

· This makes the option of shipping Western coal to the east the cheaper, and therefore much more efficient, option.  

· Moreover, there was some doubt about the efficiency of scrubbers, so it was not even clear that they could achieve the benefits that seemed clearly achievable through the shipment of Western coal.

· There is also a slight alternative option to Congress that would yield similar results: it could mandate that coal plants must average 1.2 or less lbs/mil BTU, which would give plants the option of shipping in Western coal or installing scrubbers.

2. Which interests are affected by this issue?

Note: A general political strategy pursued by each interest that opposes scrubbers and/or the use of Western coal in the East will be to focus on the fact that any increased energy costs will be passed on to consumers.  This will be an effective argument for any Member of Congress, particularly those from blue-collar districts.

Interest:
Coal-producing companies in the East and Midwest

How Affected?:
· Stand to lose much of their sales if power plants switch to low-emissions Western coal

Expected political actions:

· Lobby Members of Congress with mines in their districts, warning of harm to local economies and massive layoffs that would result
· Form a coalition with the United Mine Workers to combat policies that would cost them sales
Interest:
United Mine Workers (UMW)

How Affected?:

· Layoffs anticipated of power plants substitute Western coal for coal mined by UMW workers in the East and Midwest.
Expected political actions:

· Use coalition with mining companies to fight any measures that would increase the use of Western coal in the East and Midwest.
· Take particular advantage of the size of the group (many members) and its relative strength and wealth to bring attention to the potential problems the union would face.
Interest:
Coal-producing companies in the West

How Affected?:

· Would benefit from significant gains in sales if Congress were to require the use of Western coal in the East and Midwest.

Expected political actions:

· Lobby Members from Wyoming and Montana (as well as environmentally-conscience Member from states that would be unaffected by a change) to support increased use of Western coal.
· Ally with environmental groups (other than those in the West pushing for the use of scrubbers) to point out the benefit of the increased use of Western coal.
Interest:
Coal-using power producers in the East and Midwest

How Affected?:

· Would face significantly increased costs with either the required use of Western coal or the mandated use of scrubbers.  Will push for maintenance of the status quo.
Expected political actions:

· Work with UMW and Eastern and Midwestern coal producers to oppose required use of Western coal.
· Join with Western power producers to fight efforts to mandate the use of scrubbers.
Interest:
Coal-using power producers in the West

How Affected?:

· Would see costs increased if scrubbers were required.

Expected political actions:

· Join with Eastern and Midwestern power producers to fight efforts to mandate the use of scrubbers.
Interest:
Environmental groups in the West

How Affected?:

· Acting as a public interest group – no more directly interested than other individuals by degradation to the environment

Expected political actions:

· Push hard for the required use of scrubbers.  They would do so by arguing the benefits of the environmental improvement would far outweigh any costs.
· May try to work with the EPA, if they can convince them to push for the required use of scrubbers in the West.
Interest:
EPA

How Affected?:

· Responsible for rule-making to keep the environment clean

· Need to show that it’s efforts are effective and therefore has an interest in seeing a reduction in the sulfur in emissions.

Expected political actions:

· Do intragovernmental lobbying to push the use of Western coal in the East or, as a second-best option, the use of scrubbers.

3. Are there any opportunities for a coalition to form that would allow its members to achieve their primary objectives?

Yes, as discussed in the answers to Question 2.  Here are the various potentital coalitions.

To combat the mandated use of Western coal in the East and Midwest:

· Coal producers in the East and Midwest

· United Mine Workers

· Power producers in the East and Midwest

In favor of the required use of Western coal in the East and Midwest:

· EPA

· Western coal producers
· Western coal workers (though they are not well organized and are therefore unlikely to organize their own interest group)
· Environmental groups in the East and Midwest (this isn’t in the case, but seems safe to assume)
To oppose the mandated use of scrubbers:

· Power producers, both in the East and West

To support the mandated use of scrubbers:

· Environmental groups in the West
· EPA (possibly)
4. What do you predict Congress will do and why?

I expect that Congress will not specify how the EPA’s new source performance standards were to be achieved.  Here’s why:

· The strength of the groups opposing the transport of Western coal to the East are much stronger than those supporting it.

· There are more states adversely affected by this policy than positively affected.  In addition, the two positively affected states (Wyoming and Montana) are relatively small (population-wise) and therefore have fewer votes in the House than larger states like Illinois and Pennsylvania.

· The unions in the adversely affected areas are quite strong.  Unions are typically very strong politically in working-class districts, such as those where coal mines are typically located.  The workers in Western mines who might benefit from such a policy are not unionized and are poorly organized and are therefore unlikely to have much political influence.

· Those that stand to benefit from improved environmental standards are a large, disperse group, and are therefore not likely to organize or use their influence to support their interests.  Thos who would bear the costs are more concentrated and are likely to be vocal.  In the Wilson-Lowi matrix, this falls in the “entrepreneurial politics” category.  Without a “political entrepreneur” to mobilize the general public in favor this policy, it is likely to fail.

· The potential benefits from the use of scrubbers is unclear and there are significant interests that stand to lose from their use.  Therefore, opposing forces will likely be stronger than those in favor.
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