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Abstract: As it emerges from Olson's theory and as confirmed by the studies that followed, interest groups
affect the economies of the countries. This impact of interest groups on the economy of each country is very
difficult to quantify, as well as the corruption. The aim of this study is to classify a group of countries by the
degree of influence of the interest groups on the economy, following the same methodology as for the countries
classification process based on the corruption perception index.
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1. Introduction

A special interest group is an organized collective that operates in order to promote the common interests of
its members. It is a term that includes pressure groups, business groups, monopolistic or oligopolistic firms in the
same industry which forms cartels, labor unions, government vendors, professional associations etc.

The role of interest groups in society has been a fertile ground for study among economists, political
scientists, sociologists and historians, among others. As analyzed by Coates et al. (2010), in a seminal work on
economic growth, Mancur Olson (1965, 1982) outlined the macroeconomic consequences of rent-seeking by
interest groups and argued that special interest groups form and accumulate over time in stable societies using
their privileged positions to influence policy, preserve the status quo and protect their interest. The exactly process,
groups hinder economic process, through their impact on public policy through the diversion of resources from
productive activity to rent seeking efforts, is still unknown in the scientific society.

Mancur Olson in his second book “The rise and decline of nations” (1982) where he clearly indicates the
actual impact on society due to the action of interest groups and clarifies its nine consequences for the economy of
each country. Is a fact that special interest groups effect on the economy of the countries in a different manner and
as well as with different results. Relevant studies have been published from Gustafsson (1986) for Sweden and
from Atsalakis et al. (2016) for Greece.

Making a thorough and comprehensive literature search in this field of research, one finds out that there is a
significant lack of papers to quantify mainly the influence of special interest groups on the economies of the
countries. Has not been precisely defined the lavish way of the special interest groups influence on the economy
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of each country. In any case, each country has its own peculiarities and characteristics that make its economy a
separate one.

For this reason we expand our research on similar issues which is possible to encounter the same difficulty of
quantification. One such issue is the determination of the degree of corruption in a country.

Corruption is a complex of social, political and economic phenomenon that is prevalent in all countries in
varying degrees. There is no international consensus on the meaning of corruption. In the literature, corruption is
commonly defined as the misuse of public power for private benefit (UNDP, 2008, Anja Rohwer, 2009). Although
this definition has been widely adopted, several critics have observed that such a definition is culturally biased and
excessively narrow (Anja Rohwer, 2009). Corruption occurs basically in four main forms: bribery, embezzlement,
fraud and extortion.

Corruption is a variable that cannot be measured directly just as the impact of interest groups on the economy
of the countries. It is possible to measure it relatively. However, the number of indices focused on corruption can
be evaluated.

Usually a Corruption Perception Index (CPI) is measured for every country from a considered group of
countries.

In the present work, we apply the same methodology for classifying countries by the degree of corruption in
each country, to ranking countries by the degree of impact of interest groups on the economies. For this reason an
existing in the literature conventional algorithm (Corruption Perceptions Index 2012) is applied, considering the

appropriate variables related to the impact of interest groups.

2. Mathematical Interpretation of An Existing Algorithm for Calculating the Impact of
Interest Groups

A mathematical formulation of the algorithm for computing CPI is given in this section. The algorithm is
based on the conventional technique, described e.g., in (CPI, 2012).

Usually the countries of the considered group are rated with the scale 0-100, where “0” corresponds to the
most corrupted country (highest level of perceived corruption) and “100” corresponds to the cleanest country
(lowest level of perceived corruption).

According to the algorithm, presented in the papers (CPI, 2012), (Anja Rohwer) the following steps should
be performed in order to calculate the degree of the influence of interest groups for each country.

1) Select data sources (categories) for each country of the experimental group. They should be at least 3.
Suppose, we choose N = 3 sources (categories) with M countries. Then x{ is the i-th source/variable

of the j-th country, i = 1,2,..N, j = 1,2,.. .M.

2) Standardize data sources. For this purpose a standard deviation for each source of every country must
be calculated. A low standard deviation indicates that the data points tend to be close to the mean
(expected value) of the set, while a high deviation indicates that the data points are spread out over a
wider range of values. Thus, the following formula for standard deviation is used

G
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Here x; = —Z[.Vi x’ is the mean value of the i-th variable.
M&j=1"1

3) Compute the basic z - score. The z formula for each variable is written as

i
L O-l
It shows how many standard deviations each source has from the mean value.

4)  Use the computed on the Step 3 the basic z - score in calculating scaled sources. The data sources are
adjusted to have a mean value of approximately 45 and a standard deviation of approximately 20 so that
the data set fits the 0-100 scale. Therefore, we have

£=%_%

i 20

Hence, the standardize (new) data yi are computed as follows
Yy =202 + 45,
and the range of yi are approximately between 0 and 100.

— 1 i . . .
The average numbers, Y, = NZIL.V: 1 yi is the score that express the influence of interest groups on the

economy in every j-th country.
2. Variables

The choice of the appropriate variables to be used in this methodology has emerged, after studying the
surveyed papers. Therefore, we have reached the following eleven variables, which in their respective studies
have shown their correlation, their dependence on lobbying and their expected impact on the economy of each
country.

The variable are:

1) GDP

2) GDP per capita

3) GDP per capita growth (annual %)

4) Tax revenue (% of GDP)

5) Population

6) General government final consumption expenditure

7) Revenue, excluding grants (% of GDP)

8) Government Effectiveness: Estimate

9) Duration of political stability

10) Internet users (per 100 people)

11) Mobile cellular subscriptions (per 100 people)

These variables are the most widely and most important variables as emerged from the next references of
each one. For the first variable GDP, has been used in the studies of Heckelman (2000), Coates et al. (2007),
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Coates et al. (2007a), Coates et al. (2007b), Horgos et al. (2009) and Heckelman et al. (2013).

The variable, GDP per capita, has the following references, Mueller et al. (1986), Weede (1986), Vedder et al.
(1986), Lane et al. (1986), McCallum et al. (1987), Chan (1987), Nardinelli et al. (1987), Walis et al. (1998), Gray
et al. (1988), Kennelly et al. (1991), Quiggin (1992), Crain et al. (1999), Coates et al. (2003), Knack (2003),
Coates et al. (2007), Coates et al. (2010).

GDP per capita growth, is referred in the following studies, Weede (1986), Tang et al. (1998), Coates et al.
(2007(, Cole (2014). The variable, tax revenue, has the following references, Mueller et al. (1986), Vedder et al.
(1986), Crain et al. (1999), Cole (2014).

The variable Population, is referred in the papers, Murrell P 1984, Mueller et al. 1986, McCallum et al. 1987,
Crain et al. 1999, Heckelman 2000, Coates et al. 2007, Coates et al. 2007, Coates et al. 2007a, Coates et al. 2007b,
Heckelman 2013.

The government spending is related with the action of the interest groups as described by the following
studies, Muellerr et al. (1986), McCallum et al. (1987), Heckelmann (2000), Cole et al. (2002), Coates et al.
(2007a), Coates et al. (2007b), Coates et al. (2010), Heckelman et al. (2013). For the purpose of this research has
been used the data by the variable “General government final consumption expenditure”, as announced by World
Bank, and the variable Revenue, that is referred in Crain et al. (1999).

Government effectiveness as measured and defined by World Bank, captures perceptions of the quality of
public services, the quality of the civil service and the degree of its independence from political pressures, the
quality of policy formulation and implementation and the credibility of the government’s commitment to such
policies.

Duration of political stability, is one of the implications which is presented in detail in pioneering study of
Mancur Olson (1982),and is referred also in, Murrell P. (1984), Weede (1986), Lane et al. (1986), McCallum et al.
(1987), Chan (1987), Kennelly et al. (1991), Quiggin (1992), Tang et al. (1998), Coates et al. (2007a), Coates et al.
(2007Db).

As is mentioned in Coates and Wilson (2007), interest groups are thought to influence economic activity
through two primary channels: resource allocation and technological change (or lack thereof). Also Coates
Heckelman & Wilson (2007a), examine the impact of groups on two sources of growth — capital accumulation
and technological change — in addition to the impact of groups on output growth. Because the research on this
study is concerned the years between 2000-2014, the number of internet users (per 100 people) and the Mobile
cellular subscriptions (per 100 people), are variables that express the technological change of this time period.

The data for all the above variables comes from the World Bank and concern, 10 developed European
countries for the period of 2000-2014.

The European countries are:

1) Greece
2) Italy

3) Finland
4) France
5) Germany
6) Portugal
7) Spain

8) Sweden

1050



Classify Countries by the Degree of Interest Groups Influence on the Economies

9) Belgium
10) Netherland

3. Results

For implementation of the technique N, = 10 countries and N, = 11 variables have been taken. Let

o

is the i-th source-variable of the j-th country, i = 1,2,...N,, j = 1,2,...,N.. Further, yi (ty) are standardized (see

Section 5) or scaled data sources and 7j(tk) is the result. The values of the variables for T, =15 years

(2000-2014) are given. The degree of the interest groups impact on an economy for each year in every country is

calculated, based on the algorithm described in previous Section . Then the data are sorted in a descend manner.

The results are given in Tables 1, 2, 3 and 4.

Table 1 The Values Rated with the Scale 0-100, and Sorted in Descend Manner for the Years 2000-2008

2000 2001 2002 2003 2004 2005 2006 2007 2008

68 65 68 70 69 68 67 65 61

50 52 49 50 50 50 51 51 53

50 50 49 49 49 49 50 50 52

50 49 48 48 48 49 49 50 51

49 49 46 46 48 47 49 49 47

49 48 46 45 47 47 48 47 46

43 41 44 44 46 43 42 42 41

36 38 37 39 35 38 35 34 34

31 31 31 31 33 32 31 33 33

24 26 30 29 27 27 27 28 32
Table 2 The Values Rated with the Scale 0-100, and Sorted in Descend Manner for the Years 2009-2014

2009 2010 2011 2012 2013 2014

63 68 65 64 67 65

52 52 52 53 54 54

50 51 52 53 48 51

49 50 51 49 48 48

48 49 48 47 47 46

45 47 48 46 45 45

44 43 43 44 44 44

34 32 32 33 33 36

34 31 29 31 33 33

32 27 29 29 31 28

Table 3 The Countries, Sorted in Descend Manner, According to the Values of the Table 1 for the Years 2000-2008

2000 2001 2002 2003 2004 2005 2006 2007 2008

Swed. Swed. Swed. Swed. Swed. Swed. Swed. Swed. Swed.

Italy Italy Finl. Fran. Fran. Nethe. Germ. Germ. Germ.

Finl. Fran. Fran. Finl. Finl. Finl. Nethe. Fran. Nethe.

Nethe. Finl. Italy Italy Italy Fran. Italy Nethe. Fran.

Fran. Neth. Germ. Nethe. Nethe. Italy Fran. Finl. Finl.
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Germ. Germ. Belg. Germ. Germ. Germ. Finl. Italy Italy

Belg. Belg. Neth. Belg. Belg. Belg. Belg. Belg. Belg.

Spain Spain Spain Spain Spain Spain Spain Spain Port.

Port. Port. Port. Port. Port. Port. Port. Port. Spain

Gre. Gre. Gre. Gre. Gre. Gre. Gre. Gre. Gre.
Table 4 The Countries, Sorted in Descend Manner, According to the Values of the Table 2 for the Years 2009-2014

2009 2010 2011 2012 2013 2014

Swed. Swed. Swed. Swed. Swed. Swed.

Fran. Fran. Fran. Fran. Fran. Germ.

Germ. Germ. Germ. Germ. Germ. Fran.

Nethe. Finl. Finl. Finl. Neth. Nethe.

Italy Italy Italy Neth. Finl. Italy

Finl. Neth. Neth Italy Italy Finl.

Belg. Belg. Belg. Belg. Belg. Belg.

Gre. Spain Spain Spain Port. Spain

Spain Port. Gre. Gre. Spain Port.L

Port. Gre. Port. Port. Gre. Gre.

As mentioned in section 2, the countries of the considered group are rated with the scale 0-100, where “0”
corresponds to the highest level of interest groups influence and “100” corresponds to the lowest level of interest
groups influence.

The score range for all countries for the years 2000-2014 ranges from 24 to 70.

Fixed in the last place is Greece, except the years 2009, 2011 and 2012 that Portugal fell to the last place. On
the other side, Sweden has the higher score that it means the lowest level of impact of the interest groups.

As it is observed, Portugal, Italy, Greece, Spain, (P.I.G.S.) share the last five positions at the classification for
the years 2000-2014. These countries were in the core of the European financial crisis and Greece remains under
the Memorandum of Understanding (MoU). The high external debt due to government loans and the high annual
deficit, are some of the typical results of interest groups.

The extremely “active” interest groups, create a significant impact on the economy of each country, so a
serious reason for the financial crisis for these four countries is the influence of the interest groups on their

economy.
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