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Economy of Rent Seeking I This companion piece delves into the fascinating and

oftenoverlooked field of rent seeking a fundamental aspect of political economy with

significant implications for resource allocation economic growth and societal wellbeing We

will explore the concept of rent seeking its various forms its theoretical underpinnings and

its realworld manifestations II Defining Rent Seeking Rent seeking in its simplest form refers

to the pursuit of economic gain through non productive activities This gain is achieved by

influencing or manipulating the political process to create artificial scarcity or advantage

rather than through innovation productivity or value creation Rent seekers leverage their

influence to extract wealth from others without adding to the overall value of goods or

services III Forms of Rent Seeking The practice of rent seeking takes on diverse forms each

with distinct mechanisms and consequences Regulatory Rent Seeking This involves lobbying

for regulations that create barriers to entry grant preferential treatment or limit

competition often benefiting a select few at the expense of wider economic growth Examples

include licensing restrictions tariffs and subsidies that protect specific industries Contract

Rent Seeking This centers on securing lucrative government contracts through political

connections corruption or manipulation of bidding processes This often involves extracting

profits from public funds with minimal accountability or performance requirements Transfer

Rent Seeking This encompasses the pursuit of wealth redistribution through mechanisms like

subsidies welfare programs and tax loopholes While such programs can address societal

needs they can also be abused by individuals or groups seeking undue benefits diverting

resources from productive uses Legal Rent Seeking This occurs through legal means

exploiting loopholes and ambiguities in 2 existing laws to achieve economic gains Examples

include tax avoidance schemes patent trolling and manipulating legal processes to delay or

obstruct competitors IV Theoretical Foundations of Rent Seeking Understanding the
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theoretical underpinnings of rent seeking is crucial for analyzing its impact and formulating

effective policy responses Public Choice Theory This framework emphasizes the rational

selfinterest of individuals including politicians and bureaucrats It suggests that rentseeking

behavior arises from individuals pursuing their selfinterest within a political system often at

the expense of collective welfare Game Theory This approach analyzes strategic

interactions between individuals or groups revealing the incentives and outcomes of

rentseeking behavior The Prisoners Dilemma for instance illustrates how individuals even when

acting rationally can end up in suboptimal outcomes due to the pursuit of individual gain

Economic Growth Theory This perspective examines the impact of rent seeking on overall

economic productivity and growth Rent seeking diverts resources from productive activities

like innovation investment and entrepreneurship leading to slower economic growth and

reduced longterm prosperity V RealWorld Manifestations of Rent Seeking Rent seeking

permeates various facets of economic and political systems globally with examples spanning

across sectors Resource Extraction Rentseeking behavior is prevalent in the extraction of

natural resources such as oil minerals and timber Powerful actors often exploit legal

loopholes political influence and corruption to secure lucrative contracts and exploit

natural resources without proper environmental and social safeguards Financial Sector The

financial sector offers fertile ground for rent seeking This includes lobbying for favorable

regulations that benefit financial institutions exploiting loopholes in financial markets and

engaging in insider trading or market manipulation Healthcare Industry Rent seeking in

healthcare often manifests in the form of lobbying for price controls subsidies and

restrictions on competition leading to higher costs and limited access to affordable

healthcare Infrastructure Development The construction of infrastructure projects can be

susceptible to rentseeking activities involving corrupt bidding processes inflated contracts

and embezzlement of public funds 3 VI Consequences of Rent Seeking Rent seeking carries

significant consequences for societies and economies Economic Inefficiency Rentseeking activities

divert resources away from productive investment innovation and entrepreneurship leading to

a less efficient allocation of resources and slower economic growth Inequality and Social

Conflict Rent seeking often benefits a select few at the expense of the many exacerbating
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income inequality social unrest and political instability Corruption and Poor Governance

Rent seeking often thrives in environments with weak governance transparency and

accountability It undermines trust in institutions and fosters corruption further hindering

economic development VII Addressing Rent Seeking Addressing rent seeking requires a

multifaceted approach Strengthening Governance Promoting transparency accountability and

rule of law is crucial for limiting rentseeking opportunities This includes strengthening

institutions empowering civil society and enacting strong anticorruption measures Improving

Regulatory Frameworks Designing regulations that promote competition foster innovation

and ensure fair market practices can effectively counter rentseeking behavior This includes

removing unnecessary barriers to entry promoting transparency in government contracts and

implementing robust competition policies Promoting Public Awareness Raising public awareness

about the harmful consequences of rent seeking is crucial to fostering public pressure for

reform and accountability Educating citizens about the mechanisms of rent seeking and its

impacts can empower them to demand responsible governance and transparency VIII

Conclusion Rent seeking is a pervasive phenomenon with profound implications for economic

growth social wellbeing and political stability Understanding its origins forms and

consequences is crucial for developing effective policy responses to address this challenge

By strengthening governance reforming regulatory frameworks and promoting public awareness

we can mitigate the harmful effects of rent seeking and create a more equitable and

prosperous society 4
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the last survey of the rent seeking literature took place more than a decade ago since

that time a great deal of new research has been published in a wide variety of journals

covering a wide variety of topics the scope of that research is such that very few

researchers will be familiar with more than a small part of contemporary research and

very few libraries will be able to provide access to the full breadth of that research this

two volume collection provides an extensive overview of 40 years of rent seeking research

the volumes include the foundational papers many of which have not been in print for two

decades they include recent game theoretic analyses of rent seeking contests and also

appucations of the rent seeking concepts and methodology to economic regulation

international trade policy economic history poutical com petition and other social

phenomena the new collection is more than twice as large as any previous collection and

both updates and extends the earuer surveys volume i contains previously pubhshed research



Companion To The Political Economy Of Rent Seeking

5 Companion To The Political Economy Of Rent Seeking

on the theory of rent seeking contests which is an important strand of contemporary game

theory volume ii contains previously published research that uses the theory of rent seeking

to an alyze a broad range of public policy and social science topics the editors spent more

than a year assembling possible papers and although the selections fill two large volumes

many more papers could have been included

this collection brings together the classic papers on the economics of rent seeking these

papers date from gordon tullock s original 1967 paper which first put forth the idea that

the pursuit of transfers was socially costly other classic papers by anne krueger and

richard posner are included as well as a series of more recent papers which trace the

evolution of the literature on this important innovation in economic theory

the last survey of the rent seeking literature took place more than a decade ago since

that time a great deal of new research has been published in a wide variety of journals

covering a wide variety of topics the scope of that research is such that very few

researchers will be familiar with more than a small part of contemporary research and

very few libraries will be able to provide access to the full breadth of that research this

two volume collection provides an extensive overview of 40 years of rent seeking research

the volumes include the foundational papers many of which have not been in print for two

decades they include recent game theoretic analyses of rent seeking contests and also

apphcations of the rent seeking concepts and methodology to economic regulation

international trade policy economic history poutical com petition and other social

phenomena the new collection is more than twice as large as any previous collection and

both updates and extends the earlier surveys volume i contains previously published

research on the theory of rent seeking contests which is an important strand of

contemporary game theory volume ii contains previously pubhshed research that uses the

theory of rent seeking to an alyze a broad range of public policy and social science topics

the editors spent more than a year assembling possible papers and although the selections

fill two large volumes many more papers could have been included

it is now twenty years since the concept of rent seeking was first devised by gordon
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tullock though he was not responsible for coining the phrase itself his initial insight has

burgeoned over two decades into a major research program which has had an impact not

only on public choice but also on the related disciplines of economics political science and

law and economics the reach of the insight has proved to be universal with relevance not

just for the democracies but also and arguably more important for all forms of

autocracy irrespective of ideological com plexion it is not surprising therefore that this

volume is the third edited publication dedicated specifically to scholarship into rent seeking

behavior the theory of rent seeking bridges normative and positive analyses of state action

in its normative dimension rent seeking scholarship has expanded enlivened in some respects

turned on its head the traditional welfare analyses of such features of modern economics

as monopoly externalities public goods and trade protection devices in its positive dimension

rent seeking contributions have provided an important analy tical perspective from which to

understand and to predict the behavior of politicians interest groups and bureaucrats the

media and the academy within the political market place this bridge between normative and

positive elements of analysis is invaluable in facilitating an understanding of and evaluating

the costs of state activity within a consistent paradigm

the fifth volume in the selected works of gordon tullock consists of six parts each part

expounding on a separate component of the field part 1 rent seeking an overview brings

together two papers that focus on problems of defining rent seeking behavior and outline

the nature of the ongoing research program in a historical perspective part 2 more on

efficient rent seeking contains four contributions in which tullock elaborates on his 1980

article on efficient rent seeking part 3 the environments of rent seeking consists of eight

papers that collectively display the breadth of the rent seeking concept part 4 the cost

of rent seeking comprises seven papers that address several important issues about the cost

of rent seeking to society as a whole part 5 is tullock s short monograph exchanges and

contracts in which he develops a systematic theory of exchange in political markets in part

6 future directions for rent seeking research tullock focuses on the importance of

information in the political marketplace this work has been carefully constructed to build

on the inaugural volume in this collection and to ease students through the field in a
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clear and concise manner gordon tullock is professor emeritus of law at george mason

university where he was distinguished research fellow in the center for study of public

choice and university professor of law and economics he also taught at the university of

south carolina the university of virginia rice university virginia polytechnic institute and

state university and the university of arizona in 1966 he founded the journal that became

public choice and remained its editor until 1990 charles k rowley was duncan black

professor of economics at george mason university and a senior fellow of the james m

buchanan center for political economy at george mason university he was also general

director of the locke institute

the concepts of rents and rent seeking are central to any discussion of the processes of

economic development yet conventional models of rent seeking are unable to explain how it

can drive decades of rapid growth in some countries and at other times be associated with

spectacular economic crises this book argues that the rent seeking framework has to be

radically extended by incorporating insights developed by political scientists institutional

economists and political economists if it is to explain the anomalous role played by rent

seeking in asian countries it includes detailed analysis of thailand malaysia the philippines

the indian sub continent indonesia and south korea this new critical and multidisciplinary

approach has important policy implications for the debates over institutional reform in

developing countries it brings together leading international scholars in economics and

political science and will be of great interest to readers in the social sciences and asian

studies in general

the quest for benefit from existing wealth or by seeking privileged benefit through influence

over policy is known as rent seeking much rent seeking activity involves government and

political decisions and is therefore in the domain of political econo

as the reader of this book probably already knows i have devoted a great deal of time to

the topic which is rather unfortunately named rent seeking rent seeking the use of resources

in actually lowering total product although benefiting some minority is unfortunately a

major activity of most governments as a result of this i have stumbled on a puzzle the
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rent seeking activity found in major societies is immense but the industry devoted to

producing it is nowhere near as immense in washington the rent seeking industry is a very

conspicuous part of the landscape on the other hand if you consider how much money is

being moved by that industry then it is comparatively small the first question that this

book seeks to answer is how do we account for the disparity a second problem is that

almost all rent seeking is done in what superficially appears to be an extremely inefficient

way i recently got estimates of the net cost to the public of the farm program and its

net benefit to the farmers the first is many times the second indeed it is not at all obvious

that in the long run today s farmers are better off than they would be if the program

had never been implemented of course in any given year cancelling the program would be

quite painful the first section of this book then is devoted to this problem

some time ago one of the editors gordon tullock stumbled on a paradox in the competition

for rents he asked a previous research assistant william hunter to work out some examples

and gave a seminar on it for reasons he cannot recall but probably bad he titled his talk

efficient rent seeking as editor of public choice he was able to publish without a referee

incidentally the journal of political economy had turned it down on the grounds that the

economy could not be that chaotic and hence there must be something wrong even if the

referee couldn t put his finger on it there followed a long series of articles mainly in

public choice in which various distinguished scholars proposed solutions to the paradox the

editor responded by finding fault with these solutions in this case the editor was arguing

against interest he like the referee for the jpe believed that the market works if not

perfectly at least very well nevertheless the paradox resisted and persisted it was like the

paradox of the liar and indeed in some cases did show exactly that paradox eventually

everyone including the editor grew tired of the matter and the discussion sort of wound

down although it could not be said that it was either solved or even abated it also

began to appear that it had a much larger scope than just competitive rent seeking any

contest for wealth privilege or prestige in which the chances of winning were affected by

the investment of the contestants would appear to be subject to the same problem the sum

of the investments in equilibrium might be much less than the prize or much more it depended
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on the structure of the contest but the range of structures seemed to include almost all

economic competition clearly from the standpoint of economics this was a distressing

conclusion perhaps the whole vast structure of economic analysis rested on faulty

foundations speaking frankly neither of the editors thinks the situation is that desperate we

feel that there is a logical solution even if we do not know what it is the purpose of

this volume is to attempt to get economists to turn to the problem and hopefully solve

the paradox we present here a substantial portion of the literature on the matter we hope

that the readers will be stimulated to think about the problem and even more we hope they

will be able to solve it

rent seeking and human capital how the hunt for rents is changing our economic and

political landscape explores the debates around rent seeking and contextualizes it within the

capitalist economy it is vital that the field of economics does a better job of analyzing

and making policy recommendations that reduce the opportunities and rewards for rent

seeking generating returns from the redistribution of wealth rather than wealth creation

this short and provocative book addresses the key questions who are the rent seekers

what do they do where do they come from what are the consequences of rent seeking for

the broader economy and finally what should policymakers do about them the chapters

examine the existing literature on rent seeking including looking at the differences between

rent seeking and economic rent the work provides an in depth look at the case of the

impact of rent seeking degrees in the united states particularly in business and law and

explores potential policy remedies such as a wealth tax changes to the rules on financial

transactions and patent law reform this text provides an important intervention on rent

seeking for students and scholars of heterodox economics political economy inequality and

anyone interested in the shape of the modern capitalist economy

this book is a collection of contributions to the theory of rent seeking from its very

beginning to the present researchers working in this field will find it useful to have this

text as a reference manual volume ii deals with rent seeking in practice

the last survey of the rent seeking literature took place more than a decade ago since
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that time a great deal of new research has been published in a wide variety of journals

covering a wide variety of topics the scope of that research is such that very few

researchers will be familiar with more than a small part of contemporary research and

very few libraries will be able to provide access to the full breadth of that research this

two volume collection provides an extensive overview of 40 years of rent seeking research

the volumes include the foundational papers many of which have not been in print for two

decades they include recent game theoretic analyses of rent seeking contests and also

appucations of the rent seeking concepts and methodology to economic regulation

international trade policy economic history poutical com petition and other social

phenomena the new collection is more than twice as large as any previous collection and

both updates and extends the earuer surveys volume i contains previously pubhshed research

on the theory of rent seeking contests which is an important strand of contemporary game

theory volume ii contains previously published research that uses the theory of rent seeking

to an alyze a broad range of public policy and social science topics the editors spent more

than a year assembling possible papers and although the selections fill two large volumes

many more papers could have been included

this is the first book which undertakes a systematic analysis of rent seeking activities in

china using case studies from across economics sectors the contributors discuss the

occurrence of the phenomenon what range of activities are related to rent seeking practices

and more importantly how rent seeking shapes political and economic development

mihályi and szelényi provide a timely contribution to contemporary debates about inequality

of incomes and wealth offering a careful examination of various sources of rent in

contemporary societies and considering several policy options to reduce inequality in order

to preserve the meritocratic nature of liberal democracies while rent seekers profits wages

and inequality acknowledges the rapid and disturbing increase of incomes and wealth in the

top 1 or 0 1 it focuses on the increasing rent component of incomes and wealth in the top

20 as even more consequential the attention to cutting edge issues on inequality in

macroeconomics political science and sociology will appeal to social scientists interested in
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