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ABSTRACT

Unequal Influence: The Impact of Inequality on Trade Policy

Brian Fitzpatrick

Trade was a central issue in the 2016 US presidential election, with both major party candidates
debating how trade impacts American workers. However, the current literature on trade policy
outcomes and inequality has insufficient measures of public opinion on trade. I examine the
varying roles the public and interest groups play in the trade policy formation process as
inequality changes in democratic societies. I expect, as inequality increases, the public and mass
based interest groups will have less resources to expend on influencing policymakers. Also, as
inequality increases economic elites’ and business interest groups’ resources will increase, and
they will use these increased resources to take advantage of this gap in influence left by the
public and mass based interest groups, to increasingly control policy. To test this theory, I
examine the influence public opinion and interest groups have on trade agreement support
among US senators and trade openness in Latin American States. The results are mixed, interest
groups in favor of trade and against trade have influence over trade policy in the United States at
all levels of inequality, while in Latin America the public views groups in favor of trade as
becoming more powerful as inequality increases, and groups against trade becoming less
powerful. In both cases, the results for the public point to the middle class, and not the upper
class, having the most influence over policy, while those at the bottom have no influence.
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Chapter 1
Introduction: Rising Inequality and the Public Feeling Unrepresented

With the refrain of, “drain the swamp” during the 2016 US presidential election, then
candidate Donald Trump was able to tap into the feelings of many American’s that the
government does not represent their interests. On the left, candidate Bernie Sanders was able to
draw on similar sentiments, making the idea that the US is governed for the wealthy and special
interests a central theme of his campaign. Most Americans, 69 percent, say the majority of
members of Congress are focused on the needs of special interests, while 25 percent say
Congress is focused on the needs of their constituents (Dugan 2015). This is similar to the
sentiments of Latin Americans: across Latin American countries 77.2 percent say their country is
governed for the benefit of a few powerful groups, while only 22.8 percent say their country is
governed for the benefit of everyone.! Assuming that the people want everyone to benefit from
the government’s policies, the public does not feel like the government is passing policies that
represent what the people want.

Not only do people view government as much more responsive to special interests, and
largely ignoring the needs of their constituents, but the majority also believe the wealth
distribution is unfair. In the United States only 31 percent of Americans see the wealth
distribution as fair (Newport 2015), while only 21.6 percent of those across Latin American
countries say the income distribution is fair or very fair.> These numbers are no surprise given

that inequality in most regions of the world has increased in the past few decades (Alvaredo, et

! From the 2016 Latinobarometer, responding to the questions, “Generally speaking, would you say that (country) is
governed for a few powerful groups in their own interests? Or is it governed for the good of all?” The 2016
Latinobarometer includes respondents from Argentina, Bolivia, Brazil, Chile, Colombia, Costa Rica, Dominican
Republic, Ecuador, El Salvador, Guatemala, Honduras, Mexico, Nicaragua, Panama, Paraguay, Peru, Uruguay,
Venezuela.

2 From the 2016 Latinobarometer, responding to the question, “How fair do you think the income distribution is in
(country)?”



al. 2018). It follows that if people believe the wealth or income distribution in their country is
not fair, they would feel the government is not representing them and is instead representing the
interests of already privileged groups. How accurate would these feelings be? Are people’s
feeling about politicians not representing their constituents’ interests and instead representing the
concerns of special interest groups accurate? Are politicians representing the interests of some
constituents while ignoring the interests of the majority, making the majority of the population
believe constituents are not represented? This dissertation explores the connection between
inequality and representation, both representation of the public and representation of interest
groups.

Solt (2008) finds that as inequality increases political participation declines, except
among the wealthiest citizens. Politicians need financial resources to run their campaigns,
therefore as economic inequality increases, they will increasingly focus their attention on the
interests of the wealthy who are politically engaged and have resources to expend supporting
their chosen candidate. At the same time, the poor and middle class will become less engaged,
lowering their influence over policy outcomes. This is because politicians have little incentive to
adopt the preferences of voters who are not engaged. Overall, this means constituents will
become less engaged in politics. With constituents less engaged, politicians have more leeway to
adopt the preferences of interest groups who are able to provide resources to politicians to help
with their reelection. When there is low economic inequality, the public will be more engaged,
and therefore will have greater influence over policy, while interest groups will have less
influence.

To test this theory, I examine how the public’s and interest groups’ preferences are

expressed through trade policy. While I expect this theory to apply beyond trade policy to other



issues, | use trade policy to explore this theory for two reasons. First, the effects of trade policy
are wide spread. Businesses, workers, and consumers are all affected by trade policy, from the
price of raw materials for manufacturers, to workers facing increased competition, to the
availability and price of products to consumers. This gives business interest groups, labor
groups, and the public a stake in trade policy and therefore an incentive to want to influence
trade policy. Second, trade policy has both positive and negative impacts, and importantly, these
impacts will vary across skill levels within a society. This gives individuals within a country at
different skill levels varied opinions on trade because they are affected differently by trade. As
will be explained in the substantive chapters, high-skilled and low-skilled workers will have
different incentives to be for and against trade. This helps to ensure that workers at different
skill levels and, in turn, different income levels, will have varying opinions on trade. These
varying opinions on trade are important in determining what impact the opinion of each group
within the public has on trade. If the opinion of all classes in society varied in a similar way on
trade policy, then who had what impact on trade would be much more difficult to determine.
Previous work has examined the effect of inequality on trade policy, as well as predicting
individuals’ trade opinions.®> However, such work failed to examine the connection between
actual public opinion on trade policy and how this affects trade policy outcomes in the light of
inequality. The focus of this project is to determine what influence public preferences have on
trade policy, what influence interest groups have on trade policy, and to determine how the
public’s and interest groups’ influence is affected by inequality. Specifically, I ask the question,
what role does economic inequality play in the level of influence the public and interest groups

have on trade policy outcomes?

3 See Dutt and Mitra (2002), and Mayda and Rodrik (2005).



I expect my theory to apply across democratic states; the two cases I use to examine my
theory are the US and Latin America. The US and Latin America were chosen for several
reasons. The US is a democracy, as are Latin American countries, with some exceptions. Next,
I wanted to examine trade policy formation within a country as well as across a group of
countries. The internal workings of a country are examined to determine the effects of inequality
on legislators’ actions, and multiple countries are examined in the same analysis to determine
how the theory applies across states. Since the US Senate must ratify trade agreements, this
allowed for me to determine what impact inequality within US states has on trade policy.
Importantly, the US case also provides a case where the interest group system is highly
developed. Latin America allows me to look at trade policy formation across several countries,
and across time. Latin America also offers an example where the interest group system is still
developing. This provides some methodological challenges, but also lets me examine how my
theory applies across different interest group systems. Additionally, data at the individual level
is available for Latin America, which allows me to explore the individual level assumptions of
my theory.

For both the US case and the Latin American case I find evidence that, contrary to my
expectations, it seems to be the opinion of the middle class that has the most influence on trade
policy. This appears to be the case at all levels of inequality. Interestingly, the US case points to
business interest groups having less influence at higher levels of inequality, the opposite from
what was expected, and unions having more influence at higher levels of inequality, again the
opposite from what was expected. Business interest groups were expected to have greater
influence at higher levels of inequality, while unions were expected to have less. These results

are consistent with the individual level findings from the Latin American chapter that examine



how participation changes with inequality. While, as expected, political participation across
several categories declines with inequality, for those in the lowest SES group in Latin America
relative participation in unions actually increases. This could point to those at the bottom
actually participating more in some ways as inequality increases, possibly as a way to mitigate
the effects of increased inequality.

This project is a start to investigating the interaction between inequality and the influence
of the public’s and interest groups’ preferences on policy outcomes and leaves much work to be
done. As will be discussed in the conclusion, how the saliency of policy effects influence by
different socioeconomic groups and how my theory applies across issues are future avenues of

research.



Chapter 2
Literature Review: The Relationship of Inequality, Class, Interest Groups, and Influence

As Moravcsik (1997) explains, representative institutions are the way the preferences of
individuals and groups within society influence policy and, “Government policy is therefore
constrained by the underlying identities, interest, and power of individuals and groups (inside
and outside the state apparatus) who constantly pressure the central decision makers to pursue
policies consistent with their preferences” (518). Those in society with power will be the ones
policy makers have an incentive to represent.

I argue economic inequality leads to inequality in representation. When I am discussing
inequality, I am talking about economic inequality, that is, the distribution of wealth among
individuals within a given area. That an unequal society leads to unequal representation is not a
novel idea, several authors (Bartels 2008; Gilens 2005; Gilens and Page 2014; Hacker and
Pierson 2010; Winters and Page 2009) have examined how economic inequality leads to
inequality in representation. I build on their work by adding in the interaction between the
public, interest groups, and inequality, adding a more nuanced view of how class stratification in
the public contributes to inequality in representation, and examining what influence public
opinion has on policy formation at different levels of inequality.

Changing inequality is fundamentally linked to changing class, and class is related to
more than just wealth, making it necessary to explore how class impacts representation.
Therefore, first an exploration of how class is defined is necessary in order to determine how

class impacts representation.



Class

The concept of class is often vague and too reliant on economic situation. As Eisenhauer
(2008) says when discussing how to define the middle class, there is a poverty line in the US but
there is no line that defines the middle class despite politicians constantly discussing and making
appeals to the “middle class.” Other countries also have poverty lines, and organizations such as
the World Bank have definitions of poverty and extreme poverty, but not one of middle class, or
upper class for that matter. Eisenhauer goes on to give an income-based definition of the middle
class and the wealthy, as other authors have done (see Burkhauser 1996; Cashell 2007; Kapsos
and Bourmpoula 2013). These measures are income-based, which are useful in some cases, but
ultimately fall short when trying to determine the class-based political capabilities of an
individual. When measuring the ability to influence politics, a much more expansive definition
of class and what it means to be in a given class is needed. When thinking about class as it
relates to influencing political outcomes, everything from income, education, and, importantly,
social networks become relevant. I begin by examining the literature on how social networks
effect class to determine individual capabilities and willingness to influence policy, and the
responsiveness of policy makers to their preferences. Then I examine how other factors,
particularly income and wealth, effect a person’s ability to participate.
Social Networks and Class

Lax and Phillips (2012) find that state-level policy in the US only follows the preferences
of the majority about half the time. They argue when an issue is salient to voters that
policymakers are more responsive to public opinion, but policy makers are also overresponsive
to ideological concerns. While Broockman and Skovron (2014) find politicians generally have

misperceptions of what their constituents’ policy preferences actually are, believing constituents



hold more conservative views than they actually do on salient issues such as healthcare and
same-sex marriage. This conservative bias could be explained by the social networks that
politicians belong to; if a politician is constantly hearing from those around them support for a
more conservative position it is likely that they will adopt this more conservative position, or
whatever the dominant position is of the network they belong to. As Carnes (2012) finds,
politicians tend to represent the interests of the class they come from, therefore policy outcomes
are likely biased towards the preferences of the class where politicians predominantly come
from, the upper class. Elected officials at the national level are political elites and therefore, as
will be discussed, tend to belong to networks with other elites, both political elites and elites in
the private sector.

Khan (2012) writes there are two schools of thought on what elites are, “a kind of
Weberian definition of class, generally think of elites relative to the power and resources they
possess, and others who, following a more Marxist line of thought, think of elites as those who
occupy a dominant position in social relations” (362). Kahn draws from both of these definitions
to define elites as, “those who have vastly disproportionate control over or access to a resource”
(362). When I am talking about economic elites, who are not necessarily political elites, [ am
talking about those who have disproportionate access to representation; they are able to have
outsized influence over policy, but how does this outsized policy influence occur? A partial
answer comes from networks formed among political elites and elites within society.

Class starts to form at an early age simply by who one’s parents are. Lareau (1987) finds
that parents who are poorly educated and earn a low income are less likely to be involved in their
children’s school activities or help them at home with schoolwork. These parents feel their lack

of education makes them less able to help their children, and therefore they leave education up to



the school. Meanwhile, parents who are more affluent and college educated become more
involved with activities at their children’s school and help them more at home with schoolwork,
viewing their children’s education as a partnership between themselves and the school.
Furthermore, more affluent middle and upper class parents network and socialize with other
parents at school, building networks that give them information about how well their children are
performing, while low-income parents tend not to do this (Lareau 1987). Therefore, the children
of middle and upper parents have a ready built network that can help them later on, for example
with employment. This is reflected by individuals who come from an upper class background
having more success climbing the corporate ladder because of the social capital they have
through a ready network of friends and relatives who are in high-status positions, giving them a
leg up (Useem and Karabel 1986). Social capital is a resource that is gained through interaction
with others and is the relationships between actors that can be used to influence the actions of
others (Coleman 1988). As with other forums of capital, social capital is used for production, in
this case to get someone to do something. For example, someone could use their social capital to
help find them a job. Fundamentally, social capital is the social relationships we have that can
be exploited to benefit our own interests (Putnam 2000).

Education also plays a role in class, but not all institutions are equal. A degree from a top
ranked university helps with career advancement more than a degree that is not from a top
school, however, those who attend top ranked institutions and are from the upper class are the
most successful (Useem and Karabel 1986). Therefore, even if a person obtains a degree from a
top university, if they do not have the elite background they are not as likely to join an elite
network. These elite networks are important because once people are in management they tend

to form similar political opinions. By examining the ties between those on corporate boards and



their political behavior, Burris (2005) finds being on corporate boards helps to form political
cohesion among elites. This interaction also occurs beyond corporate boards in other public and
private institutions, helping to create a shared political view among elites (Heinz et al. 1990).
There is evidence these networks stretch across the public and private spheres.

Moore (1979) found evidence of the existence of a national elite network in the United
States made up of elites in the public and private sectors. Moore questioned people in top
positions in various governmental and nongovernmental institutions and found those within these
institutions regularly interacted with others in top positions in other institutions, forming a
network spanning the public and private sector.* Individuals within this network also identified
others within the network as influencing the decisions of those within this elite network, those in
the top positions in the private and public sector were regularly interacting with one another and
asserting influence on one another.> There is also a racial aspect to elite networks. Minorities in
managerial positions tend to form fewer ties with others in managerial positions; additionally, the
ties minorities form are not as strong, and the ties minorities form are seen by themselves as less
useful for career advancement (Ibarra 1995). If elite networks influence the policy preferences
of politicians, this can help to explain why minorities have a harder time climbing the class
ladder and therefore why they will have less chance to intermingle with and influence political
elites.

Above I discuss evidence supporting that those in elite networks form similar opinions, as

well as the formation and existence of these elite networks. Next, I discuss non-elite networks.

4 Moore questioned people in the top positions in ten different US institutions, Congress, Federal Administration
Political Appointees, Civil Service, Industrial Corporations, Nonindustrial Corporations, Holders of Large Fortunes,
Labor Unions, Political Parties, Voluntary Organizations, and the Media.

3> These Elite Networks are not limited to the US or the national level. Edling, Farkas, and Rydgren (2015) find
networks exist between the political elite and the elite in the public sector in Swedish towns.

10



People in different classes interact somewhat differently, as was briefly discussed
regarding parent participation in their children’s education (Khan 2012). People in high and
low-socioeconomic groups are as likely to exchange social favors with one another, but a typical
exchange for those in the low SES category consist of exchanges of meals between parents and
childcare, and are generally between neighbors or relatives (Muir and Weinstein 1962).
Exchanges between those in high SES groups involve things like transportation, meals in the
form of dining out or dinner parties, and leisure social activities, and these exchanges are more
likely to be with friends and acquaintances. Thus, those in the low group engage in more
practical, less social activities, while those in the higher group are more likely to have exchanges
in terms of social activities. These greater social interactions give greater opportunity for the
discussion of politics. When people who are in a social network discuss politics with at least one
other person in that network they are more likely to become involved in politics, with larger
networks generally meaning more participation (Knoke 1990; Leighley 1990; McClurg 2003).
What the diversity of political views is in a network can also affect participation.

Those within networks where some people agree with their views and some are opposed
are the most likely to vote, while those in networks where their views are mostly challenged are
the least likely to vote, and those who are in networks that are supportive of their views are
moderately likely to vote (Nir 2011). However, there is somewhat contrary evidence that
different political opinions within a network serves to lessen political participation, while similar
political opinions increase participation (Mutz 2002; Scheufele et al. 2004). No matter what the
case is, diverse networks do lead to people being more informed; those in networks with people
who have different opinions are more likely to be informed about current political issues (Richey

2008), and they seek out information because they know their views will be challenged (Eveland

11



2004). These networks are likely to have people who will be the most difficult for politicians to
persuade to go against their preferences because they are the most informed. However, in
general, people discuss politics with people they agree with and will avoid discussing politics
with those they disagree with (Gerber et al. 2012). This means most people are not likely to have
their views challenged and will likely only strengthen their views by talking to people they agree
with, while remaining less informed than those in diverse networks. As inequality increases and
people become more economically segregated, people will come into contact less with those
from other classes who are more likely to have diverse preferences, which will lead to less
informed voters. Political expertise could change this.

Political expertise in a network can change the level of information in a network and
increase participation. Those with political knowledge, as measured by others in their network
identifying a person as politically knowledgeable, can increase participation (McClurg 2006).
This occurs because people become more informed about candidates’ positions, how policies
might affect them, how to volunteer for a campaign, etc., and this affect holds even when there is
political disagreement within the network. However, because McClurg measures political
expertise in a network by asking respondents the political knowledge of people they discussed
politics with, there could be selection bias because some people reported not discussing politics,
so those who are already interested in politics and are likely to participate are already in
networks with other people who are interested in politics. Additionally, those with more
education interact with others with more education and therefore form networks with them
(Huckfeldt and Sprague 1993). This means people who are less educated and less likely to be
informed about politics will be less likely to become informed. This is important not only for a

person having informed political beliefs, but also for participation.
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Previously, social networks were formed by in-person interactions, but the internet has
the potential to change the dynamics of social networks, and thus to change who is in what
network and who receives representation. But is this actually occurring?

There is some evidence that the internet is changing the structure of social networks. For
example, young adults who are not as likely to form large social networks in person, such as
people with low self-esteem, are more likely to form them online; social media is encouraging
people to participate in networks that they might not otherwise have participated in (Ellison et al.
2007, Steinfield et al. 2008) and helping people to form social networks that they might not
otherwise have formed (Lin 1999). These networks do persist over time and social capital gains
remain (Ellison et al. 2007). This is important given that as La Due Lake and Huckfeldt (1998)
argue “social capital is realized through political communication, thereby enhancing the
likelihood that individuals will become politically engaged” (569). They find heavy internet
users are more likely to volunteer with community groups, and the more they engage in political
discussions online the more likely they are to participate in political activities offline. Therefore,
there is evidence these online networks seem to be performing in the same way offline networks
perform.

Online social networks supplement offline activity by providing people a way to increase
their participation, this is due to the fact that people who participate in political discussion are
more likely to participate in political activities whether this discussion is online or offline
(Wellman et al. 2001). Gainous et al. (2013) find this to be the case, those with relatively high
socio-economic status do use online social networking sites and the internet to gather politically
relevant information, regarding elections for instance, while those with lower high socio-

economic status do so less frequently, reflecting the real-world divide in political participation.
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The internet and social media does make it easier for campaigns to reach individuals and expand
the number of people they are able to reach, as was seen with the 2008 Obama campaign when
the campaign was able to reach racial minorities, class-based groups, and various other groups
through the use of social media, and in turn use these connections to increase participation
(Cogburn and Espinoza-Vasquez 2011). Online networks seem to be bringing more people into
the political process, but there could be the issue that people are not actually becoming more
informed, just as with real life networks people in a virtual network may tend to interact only
with those who have similar political views.

Prior (2005) finds greater access to cable television and the internet does increase
political knowledge for some, but decreases political knowledge for others because of the greater
number of entertainment options. Regardless of the forum of media, people are selective in their
media consumption and gravitate towards information that supports their views (Stroud 2008).
The internet simply makes it easier for people to seek out only what they agree with. Previous
literature is showing the internet is not likely to help people become more informed who do not
want to become informed and is likely to lead to more people seeking out only information they
agree with. The impact of the internet is also limited in terms of usage, only about half the
population of the world uses the internet to some extent and use varies widely from country to
country (Broadband Commission for Sustainable Development 2016). Developed countries have
the vast majority of their citizens online, but in some countries, largely those in Sub-Saharan
Africa, internet use in the single digits (Broadband Commission for Sustainable Development
2016).

When a person talks to someone who engages in political activities they are more likely

to engage in political activities such as having a bumper sticker, putting up a yard sign, etc.
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(Kenny 1992). Thus, when someone is in a network where people are not likely to participate
they will be less likely to participate. However, other factors within a network can affect
participation. A group having a common identity, as well as attachments to family or clan,
increases participation (Hillman et al. 2015, Lim 2008). Groups that believe they may benefit
are also more likely to turnout to participate, while groups that do not think they will receive
benefits will be less likely (Hillman et al. 2015). Members of lower class networks are more
likely to be uninformed, yet moving up in class, where there are more educated people, those in
these networks are more likely to be better informed and to participate, though not reaching the
level of elite networks where they are connected to policymakers. Of course, a person’s social
network is not the only factor that determines what class a person falls into, how likely they are
to participate, and how much influence over policy they are able to have.
Income, Skill, Political Participation, and Inequality in Representation

The network a person belongs to effects how much influence they are likely to have and
their political participation, but income and skill level also effect political participation and
influence, and, as discussed above, the network a person belongs to. Income and skill level are
strongly related to how much an individual participates in the political process (Brady et al.
1995). There is strong evidence that the lower a person’s income and skill level, the less likely
they are to vote because they are less engaged in the political process (Lijphart 1997°; Lijphart
1999; Mahler 2008; Gallego 2010; Leighley and Nagle 1992). Not only are those with higher
incomes more likely to vote but they are more likely to engage in other political activities, such
as giving to campaigns, because they possess the resources to do so (Ansolabehere, Figueiredo,

and Snyder 2003). Many wealthy elites see giving to philanthropic causes as an obligation of

¢ Income and education increase a person’s likelihood of voting (Lijphart 1997). What is important to this theory is
individuals with higher incomes are more likely to vote, not why higher income individuals are more likely to vote.
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their position in society, feeling pressure from those around them to give (Ostrower 1995), to
that extent elites believe giving to a political cause benefits society they are also likely to see
political contributions as an obligation.

As income increases, the number of political acts a person engages in, such as voting,
contacting a candidate, serving on the board of a political organization, and protesting, increases
(Verba et al. 1995). In addition, greater educational inequality leads to greater economic
inequality as income increases with education (Gregorio and Lee 2002; Martins and Pereira
2004). Those with higher incomes are more likely to join an interest group (Boehmke and
Bowen 2010; Rosenstone and Hansen 1993), more likely to work for a campaign and donate
money to a campaign (Ansolabehere et al. 2003; Verba et al. 1995), and more likely to donate to
an interest group (Verba et al. 1995). Money not only allows an individual to donate to an
organization but also gives them the ability to participate in other ways, from being able to afford
to travel to a political event, to being able to afford childcare and/or time off of work in order to
work with a political organization. Those lower down the income scale lack these resources, and
while they can still participate in politics, it will be more difficult for them to do so. This is not
to say those lower down the income scale cannot have influence through activities such as voting
or volunteering for a campaign, but rather those higher up are more easily able to engage in a
wider range of activities to influence policy.

As Schattschneider (1960) argues, those with more wealth find it easier to participate in
interest groups; therefore, these interest groups will be biased toward representing the wealthy.
Since income increases participation in mass-based interest groups, these groups tend to
represent the interests of higher income individuals. Mass-based interest groups include groups

concerned with social issues and labor unions. However, professional associations that represent
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relatively wealthy professionals have risen in prominence as inequality has increased (Bartels
2008). More wealth increases a person’s ability to influence political outcomes in multiple ways,
from donating money to candidates to interest group participation. Labor unions are able to help
their members overcome the barriers of collective action by providing enough direct benefits to
their members that their members have an incentive to stay in the union and contribute to the
unions’ efforts to influence policy, of course people will only remain a part of a union if these
benefits continue (Olson 1965). There is the caveat that labor unions are funded by their
members who are low-middle income, while groups concerned with social issues elicit funds
from all people, their donors tend to have higher incomes because they can afford to give. For
example, women’s groups tend to represent white upper middle class and white upper class
women’s interests because this is who participates and donates to these groups (Strolovitch
2007). Even when the relatively poor are able to organize they are not necessarily successful.
Social movements, in addition to social networks, are also important to achieving
representation. Klandermans and Oegema (1987) explain that there are four steps to joining a
social movement, “becoming a part of the mobilization potential, becoming a target of
mobilization attempts, becoming motivated to participate, and overcoming barriers to
participate,” adding “the more motivated people are the higher the barriers they can overcome”
(519). In order for a person to participate in a social movement, or to engage in a political act,
such as voting, a person must have the motivation to do so, after this they must have the ability
to overcome the barriers to participation. The mobilization potential of a movement is those who
have the potential to be persuaded to act in a movement (Klandermans and Oegema 1987). Not

all people who will benefit from a movement will participate in the movement because the cost
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of action will outweigh the benefits for many, but when there is reason to expect a payoft people
will participate (Olson 1965).

There is the caveat that even when mobilization is achieved, in order to be successful at
achieving the goals of a movement those in the lower class need support from other groups, and
a favorable political climate with people who share their goals. When looking at farm worker
unionization efforts in the US, Jenkins and Perrow (1977) found workers were only successful
once they got the support of other groups and there was a change in government sentiment away
from agribusiness and in favor of workers’ rights; this was led by a broader social movement at
the time among more affluent members of the public, not the less affluent workers.

Gender is also an important factor when determining influence because women are not
given the same access as men. For example, when women do run for office, because of bias
against female candidates, they have to be higher quality candidates than their male counterparts
in order to win an election (Fulton 2012). But when female politicians are visible in news
coverage adolescent girls are more likely to indicate a willingness to want to be politically active
(Campbell and Wolbrecht 2006), however this is limited because of the fewer number of female
politicians, thus likely limiting participation of women at all income levels.

Those with more income participating more in political activities incentivizes politicians
to focus on representing the interests of those with higher incomes. Politicians pay attention to
who participates, and the lower the turnout and participation is among a group, the less
politicians will consider their preferences. The preferences of high income individuals influence
the policy process, while the opinions of the rest of the population, especially the poor, are
largely ignored (Gilens 2005; Gilens 2009; Rigby and Wright 2013). This is complicated by the

elite sometimes being able to lead mass opinion when it comes to foreign policy, while
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sometimes the mass public is able to lead opinion (Cunningham and Moore 1997). Since
political and private sector elites are in the same social networks it is likely the private sector
elites are influencing the preferences of public sector elites. There is token representation of the
overall electorate, but with a focus on representing the selectorate, and only a relatively small
segment of the selectorate.

Not only do politicians ignore the preferences of those lower down the scale, the public
can have stated interests that seem contrary to their own interests, and this can lead to
representation that is contrary to their interests. Bueno de Mesquita et al. (2003) argues the
winning coalition must be satisfied in order for the ruling coalition to stay in power. Within this
winning coalition there will be those who have influence over the agenda and who generate and
maintain policies that benefit them, and those who are more likely to follow. For example, a
majority of those who supported the Bush tax cuts, tax cuts that disproportionately went to the
wealthy, were not wealthy, but many supported them with the hope of one day becoming
wealthy (Bartels 2005). It may be the case, as Hacker and Pierson (2005) demonstrate that
policy can be engineered in a way to distort the public perception of the policy, with the policy
appealing to the base of the party and then being sold to voters as being widely beneficial; this is
what they argue was the case for the Bush tax cuts. This notion is somewhat supported by
Bartels (2005) who finds more informed individuals were less likely to support the tax cuts. The
information voters have matters to what policies voters can be persuaded to support.

That voters lack knowledge is the case when it comes to inequality, and redistribution
preferences. When presented with diagrams showing different income distributions the majority
of respondents do not know the shape of the income distribution in their country, and actual

inequality in a country does not matter to preferences for redistribution policies, but rather
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perceived inequality does (Gimpelson and Treisman 2015). Additionally, in the case of tax
policy, most people do not connect policy with inequality (Bartels 2005). However, for
politicians and the public, the poor receiving less benefits than the wealthy might not be a
problem because the poor are often constructed as lazy and ignorant (Jarosz and Lawson 2002).

This lack of information among the public points to many social networks not being
informative and could help those with influence to maintain power. Gramsci (1971/1989) argues
that the state reproduces the means of production in society. As Carnoy (1984) explains, the lack
of a consciousness among those in the lower class causes them to adopt the ideology of those in
the upper class. It could be the case that the preferences of the upper class are reproduced in the
lower class therefore creating similar preferences, however what happens when preferences are
different? When preferences diverge representatives are unresponsive to the preferences of low-
income constituents and instead respond to the opinions of middle and high-income constituents
(Bartels 2008). Bartels finds when it comes to issues that are salient to low-income individuals
their preferences do not affect US senators’ roll call votes, while the views of middle income and
high income individuals do have an impact on how senators will vote (Bartels 2008).
Representation not only occurs through the adoption of policies, but also by maintaining the
status quo.

Hacker and Pierson (2010) argue, “policy change often occurs when groups with the
ability to block change effectively resist the updating of policy over an extended period of time
in the face of strong contrary pressure and strong evidence that policy is failing to achieve its
initial goals” (168). The few who benefit from the status quo have a strong incentive to keep it
in place and thus benefit greatly from their actions, while the many who are slightly harmed have

much less of an incentive to act (Olson 1965). There is a strong status quo bias and one where
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representation is tilted towards the wealthy because the wealthy are the ones benefitting the most
under the current system, thus the ones with the strongest incentive to keep the current system in
place (Gilens 2005). As inequality increases those at the top gain relatively more wealth and
therefore more incentive to influence in order to maintain their status, either through action or
inaction, while those at the bottom grow in number making the individual benefit each person
would receive from any policy decline, and their incentive to act decrease. Over time the
policies created by governments can perpetuate inequality by shaping the ability for organized
interests, such as labor unions, to act within the market (Hacker and Pierson 2010). This occurs
because those with more resources are able to have greater representation, while those with less
have less representation (Goodin and Dryzek 1980; Solt 2008), and as inequality increases these
discrepancies magnify.

Inequalities in representation are not only maintained by politicians but also by political
parties. Politicians are not independent actors and are constrained by their party, so what
policies a party adopts matters to representation. Rigby and Wright (2013) argue parties will be
strategic in who they provide representation to, appealing to ideologically motived donors who
will provide contributions in exchange for policy representation. They find party platforms
contain representation of the preferences of middle and upper-income individuals, but not low-
income individuals.” Bartels (2008) finds party, as would be expected, has a large impact on US

senators’ roll call voting. However, when it comes to representation by income group senators

7 Rigby and Wright (2013) find this is the case for the US, with party platforms in the US being less likely to take
into account the interests of the poor in US states with high inequality. They find there is a party difference, when it
comes to economic positions, the Democratic party platforms represent those in the top-third of the income
distribution, while the Republican party platforms are skewed towards those in middle-income and upper-income
groups. When public opinion among income groups diverge on social issues the Democrats again represent the
opinions of those in the upper third and Republicans represent the opinions of those in the middle third of the
income distribution. The party platforms only include the opinions of those in the lower-third of the income
distribution when they coincide with the opinions of those in the top two-thirds.
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are most responsive to the views of high-income and middle-income individual’s, and not
responsive to the preferences of low-income individuals. Inequality in a country represents the
income distribution, therefore it is important to determine what influences inequality.

Trade and Income Inequality

The standard model of trade and wages argues, in human capital abundant countries,
when there is trade openness the wages of skilled workers will increase, and the wages of
unskilled workers will decrease, while in labor abundant countries the opposite will occur
(Stolper and Samuelson 1941; Wood 1997).8 Therefore, some states should see an increase in
inequality from trade, while others should see a decrease. However, inequality has increased
across states (Milanovic 2012). Trade, in conjunction with technology, has helped lead to this
increase in inequality. This said, trade is not the only factor that has led to an increase in
inequality, factors such as social network, race, education (Wright 1978), and gender (Davies
and Joshi 2002) all affect inequality.

Much of the increase in inequality can be attributed to technological change, with
technology improving the productivity of skilled workers while simultaneously providing direct
competition to unskilled workers (Acemoglu 2002; Acemoglu 2003; Jaumotte et al. 2013;
Berman et al. 1998; Kurokawa 2011). Trade accelerates the spread of technology, which in turn,
increases inequality (Berman et al. 1998). Thus, the gains from trade go disproportionately to

skilled workers, who see their incomes relative to other workers increase. This gives skilled

8 Human capital is the skill level of an individual. This theory is part of the Stolper-Samuelson Theorem. The
Stolper-Samuelson Theorem says countries will have a comparative advantage in the production of goods that use
their relatively abundant factor and will have a comparative disadvantage in the production of goods that are
produced using their relatively scarce factor. For human capital abundant states their relatively abundant factor is
skilled-workers, while their relatively scarce factor is unskilled workers; for human capital scarce states their
relatively abundant factor is unskilled workers while their relatively scarce factor is skilled workers. When there is
trade openness with a country that has the opposite endowments, the relatively scarce factor will effectively increase
in abundance, and therefore wages for these workers will decrease, while the relatively abundant factor will decrease
in abundance and wages for these workers will increase.
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workers a strong incentive to be in favor of free trade. While unskilled workers will face
increased competition from free trade, both from other workers and technology, giving them an
incentive to be against trade. These two groups have conflicting interests, but skilled workers,
who see their incomes increasing relative to unskilled workers, are winning out. This suggests
that skilled workers, with their increased incomes, are having more influence than unskilled
workers with relatively low incomes. The evidence on who participates in the political process,
and who is more likely to have contact with policy makers, suggests this is likely the case as the
world pushes toward greater openness.
Trade Policy: Individual Preferences Disconnected from Policy Outcomes

The state of the economy is frequently what is most important to voters, and voters will
punish politicians electorally when the economy is doing poorly, when it comes to trade policy
politicians will respond to voters, but they will also respond to interest groups (Mansfield and
Milner 2012). Mansfield and Milner go on to argue voters will have more of an indirect
influence on trade policy because they determine the ideology of the pool of candidates that they
select from and therefore the policies they will support. This can help explain the push toward
free trade.

The world pushed towards more open trade in the second half of last century (Milner
1999), and although there have been some setbacks, liberalization has continued, with declining
trade barriers and greater openness (Milner and Kubota 2005). But who is leading this
liberalization? That is, who is likely having influence on policy? Ezrow and Hellwig (2014)
make the case that political parties do respond to the mean preferences of voters when it comes
to trade policy, however they also argue economic interdependence with other nations can drive

parties to be responsive to markets. The focus here is on what groups political parties, and the
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politicians that belong to them, respond to. As discussed above it seems the ones who receive
representation are elites and to some extent those in the middle class, and as will be discussed
below, interest groups also receive representation.

The current literature on inequality and trade policy does not fully take this differing
influence of constituents into account, particularly how the influence of elite networks, the lower
class and the middle class, and interest groups, changes with inequality. While previous authors
have looked at the impact of interest groups on trade policy (Ehrlich 2007, 2011; Fordham and
McKeown 2003; Grossman and Helpman 2002), the interaction between constituent preferences,
interest group influence, and trade policy (Bailey and Brady 1998), how inequality effects trade
openness (Dutt and Mitra 2002; Dutt and Mitra 2006), the impact of trade on inequality (Puga
1999; Robertson 2000; Wood 1997), and the varying influence of those in the public given this
inequality (Bartels 2008; Gilens 2005; Gilens and Page 2014; Hacker and Pierson 2010; Winters
and Page 2009), there has not been a comprehensive explanation of how these factors interact to
influence trade policy. Bailey and Brady (1998) do find US states with constituents who are
economically homogeneous in terms of employment and union participation have senators who
are more likely to abide by constituent preferences when it comes to trade policy votes, while
states where constituents are more economically heterogeneous have senators that are more
likely to defer to the preferences of interest groups. This does provide some evidence of interest
groups being able to assert themselves into trade policy when there is disagreement among
constituents, which could be the case as inequality increases and trade preferences diverge
because of the increasing differences in relative incomes. Alternatively, the public’s preferences
may become more homogeneous as the size of those with relatively low incomes increases.

However, this leaves out the relative ability of each group to influence.
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At the country level, there is evidence that because labor abundant states have relatively
cheap labor that is competitive on the global market, inequality triggers openness in labor
abundant countries, as the poor push for more openness (Dutt and Mitra 2006). In capital
abundant states, labor is relatively over paid and less competitive on the global market, therefore
an increase in inequality triggers more protectionism, as workers in these states are concerned
about competition (Dutt and Mitra 2002; Dutt and Mitra 2006). When factors such as regime
ideology and whether or not a regime is pro-worker or pro-trade, are considered, the opposite
relationship can occur (Djerdjian 2010). Pro-worker regimes will protect workers in capital
scarce states, while a pro-trade regime in a capital abundant state will lead to more free trade.
The problem with the state level theories is they rely on the assumption that public opinion in
democracies influences trade policy outcomes, without providing evidence this is the case. If it
is assumed individual preferences influence policy outcomes in democracies, then the state level
findings should be consistent with themselves and the individual level findings, but they are not.

At the individual level, some evidence suggests that the higher an individual’s skill level
in a human capital abundant state, the more likely they are to be in favor of trade openness
because they are more competitive on the global labor market (Mayda and Rodrik 2005;
O’Rourke et al. 2001). Therefore, unskilled individuals in these states will prefer protectionism
because they are relatively scarce in capital abundant states, and thus are less competitive
globally (Mayda and Rodrik 2005; O’Rourke et al. 2001). However, there is contradictory
evidence pointing to high human capital workers preferring greater openness and low human
capital workers preferring greater protectionism, regardless of the endowments of the state. With
these authors arguing high human capital workers are able to be more competitive globally and

are better able to take advantage of the benefits from trade, while unskilled workers are less able
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to (Beaulieu, Benarroch, and Gaisford 2011; Beaulieu, Yatawara, and Wang 2005; and
Hainmueller and Hiscox 2006). Inconsistent with these findings, Baker (2003) argues, as an
individual’s income moves from the highest level to middle-income, support for trade increases
because middle-income workers benefit the most from the cheap consumer goods trade brings.
Then, when going from middle-income to low-income, support for trade decreases because trade
means increased competition for the goods these workers produce.’

While some individual level findings are consistent with the state level, they are not
consistent with the evidence on who benefits the most from trade. Regime type may be a factor,
but this still ignores that those with different incomes, education, and networks participate and
therefore influence at different rates. Furthermore, there is evidence most voters simply do not
consider trade policy when deciding who to vote for (Guisinger 2009), although at times trade
policy can become a salient issue to the public (Hicks et al. 2014). Hicks et al. find when Costa
Rica held a referendum on CAFTA-DR voters became highly engaged in the process, largely
because of efforts by political parties to frame the agreement, leading to turnout in the
referendum of 59.2 percent, showing trade policy can become a salient issue. However, when
trade policy is not a salient issue a small segment of the population could be left to influence
trade policy, as well as providing a better opportunity for interest groups to assert themselves.
Yet, whether or not trade policy is salient, as will be discussed in the theory chapter, it is likely
elites and interest groups will assert the greatest amount of influence. But a discussion of what
interest groups are, how they influence policy, and previous literature on the influence interest

groups have on trade policy is first needed.

° This is assuming income and skill level have a positive relationship, there is strong evidence in favor of this being
the case (Gregorio and Lee 2002; Martins and Pereira 2004).
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Variation in Interest Groups

Thomas (2004) defines interest groups as “an association of individuals or organizations
or a public or private institution that, on the basis of one or more shared concerns, attempts to
influence public policy in its favor” (4). Interest groups are organized private interests that
attempt to influence public policy.

There are two broad types of interest groups: business interest groups and mass-based
interest groups. Business interest groups are funded by firms and represent their interests. Mass-
based interest groups are funded by the public and represent their interests. These groups can
overlap when the preferences of members of the public and businesses overlap. For example,
members of the public and gun manufacturers fund the National Rifle Association. Individuals
donating to the NRA and gun manufacturers have similar interests and work together to promote
these interests.

Mass-based interest groups include groups that are concerned primarily with social
policy, such as LGBTQA groups and abortion rights groups, and groups with primarily
economic concerns, such as unions and professional associations. Business interest groups are
concerned only with economic issues, and they will only be concerned with social issues to the
extent that they affect economic issues. The primary goal of business is profit maximization.
Even activities such as promoting environmental issues or social justice issues serve the purpose
of promoting a certain image of a business.'® Therefore, business interest groups are concerned
with policies that affect profits and other economic concerns.

Because businesses have specific interests, business interest groups will be focused,

while the general public has diffuse interests (Olson 1965). Members of the public have

10 While there are certainly exceptions to businesses being run strictly for profit, and ideology restricting profit, for
example Chick-fil-A not opening on Sunday because of its founder’s ideological convictions, these are not the norm.
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numerous concerns, and broad concerns such as the environment, while the concerns of
businesses are much narrower, such as profit maximization through mining coal. However,
when someone donates to or joins an interest group, it is because the interest group promotes a
certain agenda. This means mass-based interest groups will generally be highly focused, but the
interests they represent as a whole will be much more diverse than the interests represented by
business interest groups.

As discussed above, income is positively related to interest group participation and
political activity, therefore mass-based interest groups will be biased toward representing those
with higher incomes. This means mass-based interest groups do not represent all people’s
interests, but rather they tend to represent small segments of the public and their interests, and
are geared towards those with relatively high incomes (Gilens 2014; Schattschneider 1960)
because those with higher incomes are more able to participate and participate at higher rates
(Verba, Schlozman, Brady 1995). However, poorer and more marginalized individuals are still
active in some groups, such as in church groups (Verba, et al. 1993). While interest groups do
not represent all segments of the public evenly, they do provide some representation across the
public. The exception here is that labor unions, which tend to represent middle-income
individuals, will see their strength tied to the size of the workforce in the industries they
represent and the willingness and ability of this workforce to unionize, thus tying union size to
the size of the middle class.

Interest group systems can be formal, such as in the US where interest groups operate
within set guidelines, both informal and formal, operating outside and within legal guidelines,
such as in many Latin American countries, or informal, where interest groups operate completely

outside of set guidelines. Informal systems exist in places where interest groups are largely
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outlawed, namely autocracies. Both formal and informal interest groups have as their main
purpose influencing public policy. Therefore, the activities formal and informal interest groups
engage in, with some exceptions, will be similar. They will both try to persuade politicians and
the public to adopt their preferences on an issue, with the ultimate goal of passing policy that
benefits their members and donors. Informal interest groups engage in activities similar to the
activities formal interest groups engage in. For example, giving money to a politician to help
them with their reelection campaign. However, in general, the chief strategy of informal interest
groups is informal contact with policymakers (Thomas and Hrebenar 2008). The line between
interest group activities and corruption is often only a legal one. In mature democracies the
interest group system will be formalized, while in transitional democracies groups will have
some formal aspects but will be largely informal (Thomas and Hrebenar 2008). Chiefly, what
the formalization of interest group activity does in a country is bring greater transparency to the
process.

On the one hand, interest groups can engage in corruption; while corruption and lobbying
are different practices, they both have as their purpose to influence the decisions of policy
makers. Shukla (2015) writes, the essence of lobbying is, “the attempt to influence and not
necessarily in the realization of the final outcome, in terms of success or failure” (Shukla 2015,
14). That is, lobbying is an effort by an interest group, either formal or informal, or an
individual, to influence policymakers’ decisions. Lobbying is a process that entails legal and
transparent activities to influence the decisions of policymakers. Transparency means observers
can determine how much money is given to a politician by an interest group, who politicians are
meeting with, etc. Transparency makes it easier for groups with opposing views to respond to

other groups.
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On the other hand, corruption is influence through illegal, and often hidden, channels. A
politician engaging in corruption misuses their “public authority for private gains” (Shukla 2015,
14). Corruption can entail giving money directly to a candidate for their personal use, but it can
also be giving them money to help with their reelection campaign. What makes the latter
corruption, and not lobbying, is a matter of legality. Thus, as opposed to lobbying, corruption is
an illegal process, and because of its illegal nature is not transparent.

Corruption occurs at two levels, at the policy implementation level and during the policy
making process. At the policy implementation level bureaucratic officials are the public officials
who engage in corruption. Corruption at the policy implementation level alters how laws are
enforced but does not change what policies are (Campos and Giovannoni 2007). Corruption at
the level of policymakers is an attempt to influence policy outcomes, to change what laws are.
Corruption and lobbying occur for similar reasons. This is demonstrated by corruption and
lobbying acting as substitutes, with the amount of corruption and lobbying firms engage in
having an inverse relationship (Campos and Giovannoni 2007). If corruption and lobbying were
not substitutes, the amount of lobbying engagement would not have an inverse relationship to the
amount of corruption engagement. Therefore, corruption and lobbying will be conceived of as
similar concepts, performing similar functions, and importantly both can be carried out by
organized groups.

As a country democratizes, it moves from an informal to a formalized interest group
system (Thomas and Hrebenar 2008). This transition occurs because formal interest groups and
the legal processes they use to influence policy makers develop over time, just as democratic
norms take time to form and become accepted. When a country is transitioning to democracy,

those who benefitted under the old system will be resistant to change. Furthermore, it will take
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political will to take on the complex issues of interest groups giving to campaigns, with
entrenched interests resisting reforms that could mean greater competition.

There is significant variation in how interest groups operate in different countries and
regions. But there are also commonalities. Identifying commonalities in interest group systems
is important to developing a theory that applies across various types of states. In mature
democracies, such as the US and Western European countries, interest groups are formalized. A
formal interest group system means there are set rules for the activities interest groups can and
cannot engage in, and the pathways through which these groups engage with politicians and the
government are transparent and formalized. For example, the European Union keeps track of
interest groups that access the European Parliament and this information is available to the
public. Another example, is that in the US all politicians must disclose campaign contributions
from interest groups, and this information is available to the public. Transitional democracies,
such as most African and Latin American countries, tend to have informal interest groups, while
moving towards a formal interest group system. A transitional democracy is a country moving
from an autocracy, where interest groups are, in general, severely limited or outlawed, to a
democracy, where interest groups are allowed and there are laws governing them.

Interest groups in the United States are ubiquitous. In Federalist #10 Madison wrote,
factions are, “a number of citizens, whether amounting to a majority or a minority of the whole,
who are united and actuated by some common impulse of passion, or of interest, averse to the
rights of other citizens, or to the permanent and aggregate interests of the community.” Madison
recognized, because people have diverse interests, interest groups naturally form. Since the
1960s, when research on interest groups in the United States began in earnest, the number and

scope of interest groups in the United States has expanded (Noenes, et al. 2004). At the national

31



level there is a large amount of spending by interest groups. In the 2012 election cycle the top
fifty interest groups gave $536 million in contributions.!!

When talking about economic policies in the US that impact inequality, Hacker and
Pierson (2010) characterize policy making as “organized combat,” where the role of interest
groups shaping distributional policy is emphasized, and where gains in the US are highly
concentrated at the top, particularly among those in the top one percent. This has led to a
situation in the United States where interest groups are largely able to define the policy positions
of the two parties. When representing special interests, a candidate makes the argument that they
are representing the general welfare, and in turn, the public supports a party because of the
values they represent, rather than the actual policies of the party (Bawn et at. 2012).

Compared to the United States, interest group activity in Western European countries and
other developed democracies is not as great but is still substantial (Thomas 2004). The amount
of interest group activity in these countries has expanded in recent years, from more of a behind-
the-scenes influence, to engaging in activities such as using lobbyists and conducting public
relations campaigns (Norton 1999). In some countries, such as Germany, Austria, and the
Nordic countries, there are corporatist and neo-corporatist systems, where interests are a part of
government (Camerra-Rowe 2004; Nelsen 2004). This special arrangement gives these groups
direct influence of the policy making process.

Lobbying has also flourished in the European Union, with most of the lobbying done by
business interest groups (Greenwood 2004). Business interest groups have also been the most

active and best organized in other countries, such as in Canada (Jacek 2004), Australia, New

' Center for Responsive Politics. Includes contributions to candidates for federal office, political parties, political
action committees (including super PACs), federal 527 organizations, and Carey committees. Does not include
contributions to 501(c) organizations because they are not required to disclose their donors.
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Zealand (Warhurst 2004), and Japan (Hrebenar 2004).!> Thus, the methods of access for interest
groups across developed democracies varies, but interest groups, particularly business ones, have
gained influence.

Interest group activity in transitional democracies, is, for a lack of a better word, much
more interesting. Most interest group activity in autocracies is banned. Those wishing to
influence the government must do so through informal channels, and likely need a personal
connection to policy makers to have access. The interest group features of autocracies are often
retained as a country transitions to democracy. While generalizing interest groups in transitional
democracies can gloss over some important differences, there are some common features.
Thomas and Hrebenar (2008) argue these common features are: interest groups generally lack
autonomy from the government, interest groups are often viewed as illegitimate by the
government and the population, the strategies used by interest groups are informal, interest
groups often use corruption, interest groups represent a narrower range of interests, mass-based
interest groups are often ineffectual because they lack skills and access, and informal interest
groups are the norm.

In the transitional democracies of Central and Eastern Europe civil society was relatively
weak in the early 1990s, the time when these countries were transitioning to democracy
(McGrath 2008). Since then, business interest groups have gained strength, but corruption and
informality remain (Duvanova 2007). There have been attempts to remedy these issues, but the
culture of corruption remains (McGrath 2008). For example, Gradeland (2006) describes the
hiring of “fixers” by those wanting to influence public officials. These individuals know public

officials and, for a price, are willing to influence them. Thus, only those with resources are able

12 Hrebenar (2004) argues interest groups in Japan are as developed as the ones in the United States, and while
business interest groups in Japan still dominate labor groups have started gaining more influence.
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to gain access to policy makers, which is no different than how interest groups operate in
developed democracies. In 1980s Latin American business activity began to expand, and firms
became more concentrated. As firms grew larger so did their political influence (Hogenboom
and Jilberto 2012). !> There was also a rise of left wing mass-based groups in response to the
neoliberal policies that allowed for business expansion. As with former communist states, while
there are formal interest groups in Latin America, informal interest groups remain the norm.
This has slowed the development of formal groups (Thomas 2009).

Studies on interest groups in Latin America, Central Europe, and Eastern Europe are
limited, but the studies on interest groups in Africa and Asia are even scarcer. However, they
point to similar trends. In India there is widespread corruption and informality (Shukla 2015).

In Sub-Saharan Africa, interest groups take many different forms. These include formal interest
groups with substantial resources and who push for neo-liberal reforms, to labor unions and
churches that push against these reforms, to informal community organizations (Habib and Kotzé
2003). However, even with this variety of interest groups and with some formal channels,
informality remains. But this does not necessarily mean smaller groups are shutout, as long as a
group can access informal channels they can gain access (Lehman 2008).

Within transitional democracies and developed democracies interest groups play a similar
role: they seek to influence politicians and/or the public, with the ultimate goal of achieving
policy that is beneficial to them. There is significant variation in how interest groups operate
across countries even though they are prevalent across countries, but how do these groups

operate to influence trade policy?

13 With the exception of Costa Rica, Latin America consists of transitional democracies.
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Interest Group Influence on Trade Policy

There is evidence showing interest groups, in exchange for the support of politicians, can
move trade policy closer to their preferences (Ehrlich 2007, 2011, 2018; Grossman and Helpman
2002). Not only can interest groups obtain trade policy that is more favorable to them, they can
get governments to actively defend their interests. At the international level, when there are
trade disputes, interest groups can push states toward pursuing an outcome that is favorable to
them (Fattore 2012). Interest groups will not only try and influence policy by lobbying already
elected officials but will also try to get candidates elected that have ideological positions that will
likely benefit them and support parties that produce candidates who are likely beneficial to them,
thus groups use multiple ways to try and influence trade policy (Fordham and McKeown 2003).
When interest groups are the dominant political force they are able to get candidates nominated
who adopt their positions, by providing support to these candidates, lowering how responsive
political parties are to voters (Bawn, et al. 2012). As mentioned above, when it comes to trade
policy, Bailey and Brady (1998) find the more heterogeneous the preferences of voters on trade
the more likely representatives are to be responsive to the electorate, but when preferences are
more homogeneous the more likely they are to be responsive to interest groups. Diverse
preferences are creating responsiveness giving interest groups an incentive to have homogeneous
public preferences.

Social networks also play a role in interest group participation with those who are
actively recruited and those who believe they have the opportunity to influence policy being
more likely to join groups, and these people are socialized into participation as the norm (Passy
and Giugni 2001). This means there will be an upper class bias to who joins interest groups

because this is who is the most likely to influence policy. This also means the upper class are
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those who are most likely to be recruited because they are likely to interact with other people
who are already part of a group. As discussed above, those who are more affluent are more
politically active, and more likely to join groups, meaning there will be an upper class bias in

interest groups, leading to a bias in the interests these groups represent.
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Chapter 3
A Theory of Inequality and the Unequal Influence of the Public and Interest Groups

As discussed in the previous chapter, there is a significant amount of literature examining
class, unequal representation of the public, why people participate or do not participate in
politics, how trade influences inequality, and how the public’s trade policy preferences are
disconnected from actual trade policy outcomes. What is missing is an explanation of how
public and interest group influence of public policy changes with inequality. In this chapter I lay
out why the preferences of the public are disconnected from trade policy outcomes, how the
public’s influence changes with inequality, and how the influence of interest groups varies with
inequality. Particular emphasis is placed on how the influence of different classes varies with
inequality. Since I am concerned with the representation of the public’s interests in policy
outcomes, I define class in terms of the capabilities each class has to influence policy. I then
make the argument that the influence of each of the class groups on policy changes with
inequality and, more importantly, as the influence of the public changes so does the influence of
interest groups. Interest groups are able to more successfully insert themselves into the policy

process as the influence of the public wanes.

Figure 1: Basic Model of Influence

Politician
. .| Vote for .| represents those
Constituents > e >
politician who supported
them

In an ideal representative democracy, when there are two candidates, the voter in the
ideological middle is needed for each candidate to win a majority. Both candidates will compete

for the median voter. The median voter determines who is elected, and thus the policy choices
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elected representatives should follow (Downs 1957). Figure 1 gives a basic model of
representation. In this model, constituents vote for a candidate and, in exchange for this support,
the candidate represents the policy preferences of those who selected him or her.

If the median voter model holds, and voters are assumed to act in their self-interest, when
there is high inequality the expectation would be significant support for redistributive policies.
However, this is not the case; rather, government policies help to increase inequality (Hacker and
Pierson 2010). How does this occur? There are three possibilities: first, voters do not always
vote in their own interest; second, some voters have greater influence than others; and third,
there are other influences on the policy preferences of politicians, all three are the case. As
discussed in the literature review, not all constituents are expected to have equal influence over
the preferences of politicians. The reasons for this include: voters not having preferences on all
issues, politicians influencing the preferences of voters, some members of the public having
greater access to politicians, some members of the public being more likely to participate in
interest groups or vote than others, and critically, the influence interest groups have on voters
and politicians (Bawn et al. 2012; Winters and Page 2009; etc.). What previous research does
not examine is the interaction between interest groups, the public, and their relative ability to
influence policy as inequality changes.

While exogenous forces will certainly influence policy, especially when it comes to trade
policy, endogenous forces will also play a role when a state is forming trade policy (Moravcsik
1997). As Putnam (1988) lays out, parties must compromise on an agreement at the international
level, and then the agreement needs domestic approval. In a democracy this means elected
officials must approve the agreement. The primary goal for politicians is to get elected to office

and, once there, to continue to be reelected (Mayhew 2004). Therefore, politicians will adopt the
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preferences of the interest groups and individuals who increase their chances of election.
Because politicians want the greatest increase in their election chances, those who increase a
politician’s chances of election the most will receive the greatest representation. This means
those who are both willing and able to expend the greatest amount of resources will receive the
greatest representation.

The main resource most people have to influence policy is voting; however, money can
also be used to influence, and is the main resource of influence for interest groups and elites.
Inequality determines the distribution of money among the public. By “inequality” I mean
economic inequality, that is, how much money one individual has when compared to another,
inequality in wealth. Measures of wealth inequality are limited; therefore, I use measures of
income inequality as a proxy for wealth inequality.

When inequality increases, the majority of the population will have fewer monetary
resources to expend on influencing policy, while a relative few will have more. While
individuals may have the money to expend on influencing policy this does not mean they will do
so, they must find an issue salient if they are going to attempt to influence policy outcomes.
Under higher inequality the influence of those who have gained relative wealth will increase
because they will be able to contribute more to campaigns and interest groups, while the
influence of the majority of people, those who have lost relative wealth, will decrease because
they will be able to make relatively smaller contributions. If all people in the population give the
same percentage in terms of their income as campaign contributions and inequality increases, the
well-off will increasingly give relatively more than the poor. Those who have become relatively
less well off in the public will still be able to vote so their influence will not disappear, but one

avenue of influence, monetary contributions, will become more limited.
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Rising inequality will also affect the influence of interest groups. As inequality increases
interest groups that rely on monetary contributions from the public for funding will become
increasingly reliant on wealthy individuals, who became relatively more affluent with increased
inequality. Interest groups that align with the preferences of the wealthy will gain more
resources and therefore influence, while those who do not will lose resources and influence.
Additionally, because a large amount of the public will have relatively less to contribute to
campaigns, politicians will look to business interest groups for contributions and therefore the
influence of these interest groups will increase. When inequality increases, politicians will race
to satisfy those who provide them with the most monetary resources, and then will sell the
policies of those who provide them with these resources to the public. As Bueno de Mesquita
(2003) argues, the winning coalition who selects a leader must be satisfied for that coalition to
stay in power, but within this coalition there are those who have greater influence over the
agenda of the coalition and the size of this group shrinks as inequality increases.

This theory applies to economic issues, rather than social issues. This is because
preferences on social issues are much less based on the economic distribution. This theory does
not rely on the legality of influence and thus can be applied across interest group systems (both
formal and informal), and in mature and transitional democracies.

The Public!*
The public falls into much less distinct categories than interest groups, which were

categorized in the literature review. The reason for this is class is not only determined by

141 borrow from Gilens and Page’s (2014) classification of the public and interest groups, using their classification
of (mass based) interest groups, business interest groups, economic elites, and average citizens (the mass public). |
also break the mass public into additional groups as discussed below. I am adding to Gilens and Page (2014) by
examining interest group giving and public opinion by state and how senators vote, while Gilens and Page are
examining whether or not public opinion influenced the passage of policy.
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Appendix 20: Percent of each SES category in each country in the Latinobarometer
responding unions are one of the three most powerful groups in their country by inequality
using Gini using SES as the measure of inequality
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Appendix 21: Percent of each SES category in each country in the Latinobarometer
responding businesses are one of the three most powerful groups in their country by
inequality using Gini using SES as the measure of inequality
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Chapter 6
Conclusion: Expanding the Scope

While the results of the two empirical chapters did provide some limited support for my
theory, the results also contradicted my theory in places. In the US and Latin American cases, it
appears the middle class may have the most influence over trade policy. While the Latin
American case does point to those in the middle class having the most influence over policy, it
seems as if politicians might actually go against the preferences of the upper middle class.
Results are somewhat similar in the American case, the influence of the upper class group
decreases with inequality, which was unexpected; also, unexpectedly the influence of the lower
middle class increases with inequality. It may be that the middle class is able to have influence
due to the combination of a large number of votes and the availability of resources needed to
participate. Expectedly, in the American case, those in the lower class appear to have less
influence when there is higher inequality, while the results from the Latin American case pointed
to the lower class not having influence. It does appear that the lower class becomes more
politically active in some ways when inequality increases, but this does not seem to lead to
greater influence. The results from the American chapter are interesting, given that those lower
down the SES scale appear to participate more in some activities as inequality increases. It could
be that the results from the American chapter of the lower middle class having greater influence
at higher levels of inequality are a result of them actually participating more in some activities as
inequality increases, rather than less as was expected. Furthermore, the results for the wealthy
not having influence leaves the possibility that the wealthy’s preferences are captured within the
preferences of business interest groups, the wealthy being more likely to control business interest

groups.
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When it comes to interest groups, the American chapter points to interest groups in favor
and against trade policy receiving support for their position from Senators, regardless of the level
of inequality. This was not the case for Latin America where the regression results pointed to
interest groups not having influence over trade policy. However, the public in Latin America
does view the power of businesses increasing as inequality increases, and the power of unions
decreasing as inequality increases. These results could be because of the nature of the Latin
American interest group system. Many Latin American countries are still developing their
interest group systems and therefore it is likely businesses are still able to largely drown out
unions.

While these results do provide some information on how inequality effects the influence
of interest groups and the public on policy, more exploration is needed to determine what this
complex relationship is. This is particularly the case given that the results contradict themselves
in places, leaving several questions. First, are the contradictory results due to a low N; second,
what role does saliency play, do some groups not have influence because they are not seeking to
influence policy; finally, how do the levels of participation of the different class groups and
interest groups vary with inequality?

One way to remedy the issue of a low N is to apply the theory to a greater number of
issues. Trade was originally chosen because it affects all people and businesses within a country,
but the theory can be applied to other issues, both domestic and international. Doing this will
allow for the N to be increased and provides the additional benefit of examining how the theory
applies across multiple types of issues. It may be the case that the theory applies to some issues

and does not apply to others, particularly when an issue is salient or not.
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While politicians do have an incentive to abide by the preferences of voters when an
issue has low saliency, because of the possibility of the issue becoming salient, politicians have
more of an incentive to focus on issues that are currently salient to voters. Politicians know these
are the issues voters are likely to hold them accountable for. Measuring saliency will entail
determining if voters know how their representatives acted on particular issues and whether or
not the respondents’ votes for or against their representatives were influenced by how their
representatives acted. Expanding the number of issues examined and bringing in a measure of
saliency will first be done for the US because of the availability of data from the CCES.
Furthermore, there is the availability of data on interest group contributions to politicians,
providing a direct measure of interest groups’ actions.

Finally, my theory assumes that people’s level of participation will change with
inequality. The evidence from the Latin American chapter showed this is the case, but not
always in the way I expected, with those at the bottom participating less in some activities, but
more in others as inequality increases. There are two reasons why this might be the case.
Because increasing inequality might not mean those at the bottom are getting poorer, they are
only getting relatively poorer. This means those at the bottom still might participate at the same
rate as inequality increases because they still have resources needed to participate in ways such
as voting or protesting, although their relative ability to give campaign contributions would be
diminished. Alternatively, those at the bottom could increasingly participate because they see
themselves as becoming relatively more disadvantaged and they see participation in some
activities as a way to reverse this. While they could also participate less in other activities
because they do not see them as effective. Not only does the participation by those in the lower

class change with inequality, so does the participation of other groups. This raises the question
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of how effective each class group is able to be as inequality changes; that is, does their
participation actually lead to greater influence? Determining the answer to this question will
mean first measuring how participation from each class group varies with inequality, this can
also be done for interest groups, and then determining how much their participation is able to
influence policy.

In a democracy, representation is, in theory, meant to be equal, with each citizen getting
an equal amount; of course, in practice, this is never the case. The extent to which inequality
impacts how much representation different people in society receive is the extent to which
inequality can start to undermine democracy. When some groups receive outsized
representation, they will be able to become entrenched and structure the system so others cannot
effectively challenge their power. However, given the results from chapters [V and V it still
seems like different class groups within the public compete, but some groups are less
competitive than others. In the American case, the lower class appear to have less influence as
inequality increases and, in the Latin American case, the public identifies unions as having less
power as inequality increases. Influence certainly changes in some cases with inequality and

these changes make a democratic government more or less representative.
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