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Abstract
This p ap er p resents a theory of comp etition among p ressure group s for
p olitical influence. Political equilibrium dep ends on the efficiency of each

group in p roducing p ressure, the effect of additional p ressure on their
influence, the number of p ersons in different group s, and the deadweight
cost of taxes and subsidies. An increase in deadweight costs discourages
p ressure by subsidized group s and encourages p ressure by taxp ayers. This
analysis unifies the view that governments correct market failures with the
view that they favor the p olitically p owerful: both are p roduced by the
comp etition for p olitical favors.
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