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Chapter 7: Business, Interest Groups, and Political Influence
Businesses compete in a political market place, just as they compete in the more familiar economic marketplace.  According to a Conference Board report, one-third of 185 CEOs it questioned spent 25 to 50 percent of their time trying to influence legislation and to comply with regulation.  At the same time, groups other than business managers have organized to gain the passing of policies that cost business.
The subject of this chapter is the ways business goes about competing in politics, its strategies and tactics.  

THE PUBLIC INTEREST

· The state goal of policy-making is invariably to serve the public interest, that is, to advance the general welfare of the population.  The trouble is that the public interest is a theoretical construct, to which different individuals and groups lay claim to legitimize their policy preferences.  People “convince themselves” that their policy choices are the best for everyone.

· People defend or oppose policies in the name of the public interest.
· The public interest cannot be found by adding up private interests to find the most widely acceptable alternative.

· Policy making can become a question of might more than right, of who gets to control the policy agenda.

BUSINESS AND DEMOCRACY

Businesses are one participant in policy-making, and corporate leaders help frame the issues that come up for public debate.  Their ample resources and pivotal place in the economy give corporations leverage over public policy than other groups find harder to achieve.

Business people, however, frequently perceive that their efforts to influence public policy are actually an uphill battle…  In fact, because of this perceive assault from government, companies have redoubled their political activities in recent decades.

Since the turn of the century there has groups concerned with the increased power and influence of large corporations in government which have been followed by legislation directed to restrict their freedom of action (regarding influencing policy making).

GROUP-BASED POLITICS

The modern electorate is uniformed about issues and apathetic about getting involved in political action.  Few people even take the time to vote, and many are alienated from politics. . . On occasions an angered electorate does make its will felt. . . Still, popular involvement in public decisions is intermittent and often ineffective.  

Who, then, if not the “people,” runs the country?  The mainstream view is that, today, the United States is a group-based democracy.  There are many interest groups working to influence the policy making process.  Their degree of influence, of course, varies depending, among other factors, on the particular policy area involved.
Interest group competition
Interest groups are formed to further the political and economic goals of the group’s members and supporters.  These groups’ main strategy is communicating with the authorities responsible for public policy.  Note that while interest groups are often vilified as “special” interest or pressure groups, they are recognized in the First Amendment of the U.S. Constitution.

Following Madison (1751 – 1836), scholars argued that rivalry among interest groups may be good because it can have an impact on policy making similar to a system in which there is no concentration of power in any particular group.  
Today, however, most political economists do not make the same positive assessment of interest group activity.  Instead, they see conflict among interest groups as a threat to the ability of the state to respond to problems with policies that help society in general.  They argue that nearly all interest groups are focused squarely on getting benefits for group members, and they encourage government to take a narrow view of its job.  The result is muddled and deadlocked public policy instead of transparent and flexible; not a desirable equilibrium.  
Is business on Top?
Critics of group-based democracy point out that the resulting political contest is not fair because well organized and funded groups (such as business) are prone to have disproportionate influence.  

In the case of corporations, political economists suggest several reasons why they often have the edge in a competitive political system.  

· The obvious reason is that companies have money.  With deeper pockets they can sustain long-term political fights.  

· It is cheaper to organize smaller (e.g. CEOs) that larger groups (e.g. consumers).

· The benefits or harms deriving from policy making are clearer.  For example, a subsidy to steel producers is a clear benefit for the producers but a not so clear harm for the tax payers providing the funds.  

One reason firms do lose political battles is that the interests of corporations are not uniform.

As a rule, companies are most likely to get their way on narrow questions that attract little public attention, and that do not affect other companies.

· While American business power is not absolute, it is stronger than in many other countries.  The reason may be because Big Business predates the rise of Big Government.

TYPES OF INTEREST GROUPS

Interest groups can form around any issue; we consider here only those related to economic matters and focus exclusively on their lobbying efforts.  We identify three clusters: groups associated with business interests, those associated with labor, and those associated with the social or public interest (e.g. the environment).
Business interest groups

Today, many companies see political activism as a major part of their strategy for dealing with their environment.  

· Large firms have the resources to represent themselves with lawmakers.  

· It is estimated that 3/4 of large companies employ outside private lobbyists.  Many of those that represent themselves also hire lobbyists.
· Smaller companies can work with companies with similar interests through business groups.  These groups are called peak associations when they claim to speak for large categories of companies.  They are called trade associations when they represent specific lines of trade.  The number of these groups has been growing in all areas of the economy.  The associations have multiplied largely in response to perceived challenges to trade and industry from other interest groups.

It is safe to say that no significant commercial interest group goes unrepresented today.  Critics see in these trends clear evidence of increased rent seeking by business.  As David Vogel (Berkeley) points out, corporations in effect now treat their Washington offices as another profit center.

Labor Unions

Workers have long sought representation in public policy-making, usually as a counter weight to business.  Their vehicle has been labor unions.  Labor union power in the United States reached its peak in the 1950s.  Since then their membership and power has been shrinking.

Public Interest Groups

The rise of public interest groups is a significant event in recent US politics.  These groups seek public goods, whose provision will purportedly help society as a whole.  They profess to act on behalf of people other than the group’s members.  This trait sets them apart from “special” interests, like business or labor.  They rely on volunteer contributions frequently from professionals and intellectuals with organizational skills and educational resources, and they have had more impact than their modest finances would suggest.

Industry often sets up phony public interest groups as front organizations to combat true public interest groups.
ALTRUISM AND PUBLIC POLICY

Steven Kelman (Harvard) argues that there is in fact a high level of “public spirit” in much public policy-making.  Public spirit means that some participants in the policy process—the interest groups, politicians, bureaucrats—do make good faith efforts to obtain good policies.

TACTICS FOR BUSINESS AND OTHER INTEREST GROUPS

An enormous investment of political resources must be made to get government to do what business wants.  

Public Issues Management: Public affairs departments within corporations are in charge of public issue management.  Initially, these departments only sought to create a favorable public perception of the firm and to promote its public policy goals.  Their job has become more complex and inclusive.  Currently we can say that they have three jobs:  Communication, philanthropy, and government relations.
Public Communication: Initially only focused on ways of making companies can put their best face forward.  Currently, efforts have expanded to advocacy advertising or issue advertising: presenting their own spin on public policy issues that concern them.  For example GM’s campaign on the use of ethanol as a source fuel.  Corn producers have also pay of similar campaigns. 
Public Policy Research Institutions or think tanks.  Endowed with private funds, they began to appear in the United States around 1900 to bring science and reason to government.  Companies can fund these organizations as an adjunct to traditional corporate lobbying and political contributions.
Philanthropy: Charitable donations are another important means corporations use to make a favorable impression on key stakeholders.
GOVERNMENT RELATIONS -- LOBBYING
It is the most important facet of corporate public affairs.  It includes keeping abreast of policy changes and attempts to convince decision makers to support policies that a company wants (i.e. lobbying)

The 1995 Lobbying Disclosure Act mandates organizations that hire lobbyists to disclose what issues they are seeking to influence and how much are they spending to influence federal executive and legislative-branch officials.

The mechanics of lobbying  
Information is the lobbyist’s greatest asset.  Due to his or her links to interest groups, a lobbyist often has exclusive information that elected officials and their staff want or need.
Most lobbying traditionally takes place out of the public eye, at closed-door meetings, in the halls of Congress, or at scantily attended public hearings.  In recent years, however, lobbyists have started to arouse voters to support their position in what are called grass-roots campaigns.
Lobbying in other political systems Lobbying in other nations follow the confidential approach.  It is not so information based and contact is usually gained not because the lobbyist has something but because of a personal connection.
The ethics of lobbying

The US policy-making system works well for single companies and industries.  Given the fragmented structure, they can often neutralize unwanted policies. . .  But the business community is more than the total of its parts.  A system that works for companies and industries at the individual level need not work for the private sector as a whole (remember the prisoners dilemma?).

CAMPAING DONATIONS

Since elections run on money, campaign donations play a critical role in creating the conditions for effective policy advocacy.  The money does not usually “buy” a candidate’s vote with a direct quid pro quo.  What is bought is access.  Prominent donors get to plead their case with the politician, and they obviously stand greater chance of being heard that people who do not get through the door.

Hard money refers to funds that are tracked and limited by the Federal Election Commission.  

Independent expenditure refers to campaign activities to support or defeat clearly defined national candidates.  They are distinct from issue advertisements.  They are independent in the sense that they are not run through a candidate’s campaign.  This particular form of supporting a candidate has grown substantially following reforms on “soft money.”
Bundling refers to an organization appeals to executives for individual contributions to a congressman, senator, or other candidates.

Soft money: these are funds given to political parties for which there are no reporting requirements or ceilings.  They take advantage of loopholes in the law.  2002 changes in the law close some of these loopholes.  The result seems to have been an increase in campaigning through “independent expenditure”
One idea that periodically receives attention is to put a ceiling on campaign spending and support elections with public funds.















