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Zalety i wady pogoni za rent3. Renta polityczna
w réznych paradygmatach badawczych

Streszczenie:

Artykut ukazuje, ze to, jak traktujemy rente polityczng i pogon za rentg zalezy od nasta-
wienia badacza do ingerencji panistwa w gospodarke oraz od tego, jaka teoria regulacji jest
mu bliska. Cho¢ teoria pogoni za rentg koresponduje z teorig regulacji opartg na interesie
prywatnym (ekonomiczng), badacz musi uwzgledni¢ takze podejscie bazujace na teorii
regulacji opartej na interesie publicznym, jesli chce wlasciwie oceni¢ wplyw pogoni za
renty i kreacji renty politycznej na dobrobyt spoteczny. Artykul zawiera takze konceptu-
alizacje renty politycznej. Opisuje tez rézne formy pogoni za rentg i najbardziej podatne
na nig systemy ekonomiczne.

Stowa kluczowe: pogon za rents, renta, panstwo drapiezcze, kapitalizm panstwowy,
przejmowanie panstwa, regulacje

Kody klasyfikacji JEL: D02, D72, H82, P51

There is no dispute that rent-seeking brings various social costs and, generally
speaking, is a negative economic category. However, one gets the impression that
the authors of various articles or books related to this concept have different phe-
nomena in mind. It seems that at least some of them should have a less negative
approach to it if they stack more to their own principles regarding the judgment
of regulations or state intervention in the economy. The purpose of this article is
to show that the approach to the phenomenon of rent-seeking depends on a broader
economic paradigm in which the work of the researcher is rooted and to systema-
tize the terms related to it.

The article consists of three parts. The first one describes and analyzes the concept
of political rent. The second part discusses various forms of rent-seeking. The third
part examines the relations between various economic systems and the occurrence
of the phenomenon of rent-seeking and the creation of political rent. The author
will show that the understanding of political rent differs depending on the theory of
regulation represented by researchers of this field, which, contrary to appearances,
are complementary to each other.
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The phenomenon of rent-seeking: conceptualization

Classical and contemporary definitions of rent

In classical economics, rent meant profit not worked out by the owner of a given
means of production (Smith, 2007: 118). Most often, it was related to profits (eco-
nomic benefits) obtained from owned land (Smith, 2007: 43). The classical approach
was also based on David Ricardos (1963: 29) theory of rent. However, nowadays, the
concept of rent is usually understood in a broader sense. Robert Solow (2015) wrote
on the subject that rent is a return to the special position of companies, not a return
earned by labor or capital. Its source may be monopoly power but also protectionism.
Anything that hampers competition, sometimes even regulation itself, is a source
of rent. Such a broad understanding of rent causes rent to be able to manifest itself
in different ways, and as a consequence, various classifications appear in the con-
temporary literature.

For example, Aage B. Serensen (2000) divides rents into three groups: (a) monop-
oly rents — these are rents resulting from social constraints, such as the effect of scale
creating high costs of entering the market for others, but also the actions of govern-
ments or trade unions; (b) composite rent — this rent is an effect of synergy between
two different capitals, for example, the value generated by a water mill is the effect
of combining the mill with a rapid stream as a result of which the owner of the mill
and the stream owner receive the rent; and (c) rent based on natural abilities and
talents — when rent is the result of “free gifts of nature,” such as talents or physical
conditions useful for performing certain labor. This typology answers the question of
whether the receiver of the rent is the sole owner of the source of the rent (monopoly
rent), if he or she is sharing it with someone else, or whether we can speak of indi-
visible but widespread sources.

Péter Mihalyi and Ivan Szelényi suggest the division of rents into the scarcity rent
and solidarity rent. It seems that they differ primarily due to the purpose (or lack
thereof) of the occurrence (or cause) of the scarcity. The sources of scarcity rent can
be both natural and unnatural monopolies, business innovations, but also monopo-
lies created by the state or regulations limiting market access. This type of rent may
appear without a purpose (e.g., with a natural monopoly) but also as a result of an
attempt to achieve competitive advantage on the market (innovation) or to obtain
an artificially guaranteed privileged position (e.g., licenses). In the case of solidarity
rent, the goal of institutions limiting access to a given good is “to create conditions for
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solidarity” (Mihalyi and Szelényi, 2019: 54). These types of rents will be, for example,
higher wages obtained thanks to the minimum wage or benefits of redistribution.
However, when we read theoretical and empirical papers on rent-seeking, it seems
that for their authors it usually does not matter whether a given rent serves or does
not serve the common good or whether it is an expression of solidarity. A common
feature of the rent described by authors dealing with the topic of rent-seeking is that
it is the result of political actions. The division between economic and political rent
goes in this direction. It is used, for example, by Jerzy Wilkin (2012: 222). The pre-
sented article develops this division. It shows the difference between both types of
rent, comparing them with other types which are present in the literature. It also
argues that authors writing about rent-seeking have mostly political rent in mind.

Political rent and other rents

Economic rent results from economic phenomena, such as the monopolistic sit-
uation (natural monopoly). Political rent is the one that requires state interference
in the economy in order to be achieved. This division should not be confused with
the division introduced by Piotr Kozarzewski (2019: 295), who proposes to divide
rents obtained through the state into rents of economic nature and of political nature.
As economic rents he defines rents that give material benefits to beneficiaries, and as
rents of political nature those that meet non-existential needs. Although this division
has its own application in a different context, both types of rent in terms of Kozarze-
wski are included in my definition of political rent.

Imagine a taxi driver who owns his vehicle. If, as a result of a happy (for him)
combination of circumstances, he remains the only taxi driver in the city, then he
may dictate to customers higher fees that he would not have obtained in a competi-
tive situation. This surplus is an economic rent. However, if he gained his privileged
position thanks to a license issued by the authorities that makes him the only taxi
driver in town, then we are talking about a political rent.

Although the term political rent is rarely used in the literature on rent-seeking, the
context shows that its authors have, in most cases, such a rent in mind. The Tullock
rectangle (Tullock, 1967), which has since been considered to illustrate social losses
associated with this phenomenon, concerned a situation in which the state is impos-
ing a tariff on a given good. The same applies to the article written by Anne O. Krue-
ger (1974), in which the term rent-seeking appears for the first time. Also, numerous
(though not all) definitions of rent-seeking itself introduced by other authors point
directly to the relationship of this phenomenon with the actions of the state (Ander-
son et al., 1988; Rowley, 2000; Tullock, 1980).

Studia z Polityki Publicznej
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Different definitions of rent are contained within one another or have common
parts. Table 1 shows this phenomenon on examples of the relationship between the
definitions of Serensen (2000), Mihalyi and Szelényi (2019), and Kozarzewski (2019),
and the definitions of economic and political rent presented above. If rent in any of
these definitions is included in the definition of economic rent or political rent, it
is marked with a (+) sign and, if not included, with a (-) sign. If the definition has
parts in common with the definition of economic or political rent, it is marked with
a (N) sign. An explanation of the common part of both definitions is also attached.

Table 1. Comparison of different concepts of understanding of the term rent

Types of rent Economic rent Political rent

Monopoly rent created naturally (Serensen, 2000) + -
Monopoly rent created by social institutions (Sgrensen, 2000) - +
Scarcity rent, for example, natural monopoly (Mihalyi and Szelényi, 2019) na ne
Scarcity rent, for example, a license (Mihdlyi and Szelényi, 2019) +

Solidarity rent, for example, minimum wage or tariff (Mihalyi and Szelényi, 2019) - +
Solidarity rent, for example, charity institution (Mihalyi and Szelényi, 2019) - +
Rent of political nature (Kozarzewski, 2019) ne nd
Rent of economic nature (Kozarzewski, 2019) - +

*If the institution is not supported by the government or some kind of law, for example, the scarcity is caused
by low supply or price-fixing.

*If the institution is supported by the government or some kind of law.

<If supported voluntarily.

4 If supported by the government or some kind of law, for example, a state subvention.

Source: own elaboration.

Despite this, the division of rents into scarcity and solidarity rents is important
in the context of the evaluation of a given rent. A rent very rarely — if at all - occurs
independently, separated from other forms of benefits that the owner of the means
of production obtains. The taxi driver mentioned above drives his clients - therefore,
the rent occurs together with profit. This approach may arouse some controversy.
Gordon Tullock writes that “My suggestion is that we use the term ‘rent seeking’ (and
I always have) solely for cases in which whatever is proposed has a negative social
impact” (Tullock, 1989: 55). In his first article on that topic (Tullock, 1967), he men-
tioned tariffs not only because they may increase the prices and profits for both the
state budget and domestic producers: there are also social costs (or losses) — in the
form of products not bought as a result of the necessity to pay higher prices for prod-
ucts with tariffs, as well as the use of funds obtained thanks to tariffs by the state, for
example, for construction of tunnels to nowhere (sic!). Tullock assumes that there is
anet social loss, i.e., that the cost outweighs the profits of a given political intervention.
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But if we want to get to such a conclusion, we should compare social costs and
profits first. Tunnels to nowhere, without benefit for anybody, are seldom built. We
can argue whether the investment is effective and whether it could not have been
carried out better, but we cannot assume that it is completely wrong purely because
it is political. The same applies to regulations. For example, the introduction of the
obligation to drive children in car seats was preceded by lobbying on the part of
manufacturers, which can be described as rent-seeking. Thanks to the introduction
of this regulation, producers receive political rent because they sell more car seats
than they would have sold if parents were not obliged to have them. Parents spend
on other purposes or save less money because they have already spent them on car
seats, which is a social cost. At the same time, hypothetically, fewer deaths or inju-
ries resulting from accidents may be described as a social benefit.

The judgment of rent-seeking

The approach presented by Tullock and other authors who assume that rent-seek-
ing brings a net social loss (Latkov, 2014) causes some problems when it comes
to empirical verification of the theory. In the light of such an assumption, to deter-
mine whether we are dealing with rent-seeking we should first determine whether
we are dealing with a net social cost. However, this will not be stated if we do not first
extract the rent itself and the costs associated with it (including the rent-seeking cost)
from other factors such as profit, and subtract it from the hypothetical gains to prove
if there is a net social cost.

State interference in the economy is complex in nature. It often brings both good
and bad results that are difficult and sometimes impossible to measure economically
(and the ability to compare them depends on the purpose of the interference). The sep-
aration of phenomena of such similar nature appears to be not very helpful in under-
standing reality. The more so because it seems that in empirical research on the costs
of rent-seeking (Del Rosal, 2011) this problem does not occur. So, either researchers
assume in advance that the net social cost of the interference being investigated is
negative, or they assume that it does not matter for the results of their research. This
would only confirm the correctness of the postulate that the rent should be treated
as political, regardless of whether the balance of its appearance (and the seeking of
it) is socially positive or negative.

The problem is that when assessing the effects of regulation, two major para-
digms compete with each other. Both are focused on anthropological and economic
origins of human action, especially political decision-making, and their economic
outcomes. Therefore, the paradigms are of political and economic nature. The first
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paradigm sees the state and political decision-makers as people who serve the com-
mon good. It “assumes that regulators have sufficient information and enforce-
ment powers to effectively promote the public interest. This tradition also assumes
that regulators are benevolent and aim to pursue the public interest” (den Hertog,
2010: 2). Public interest theories of regulation are rooted in that tradition. They treat
regulations as impacts on the economy focused on social well-being and assume
that regulations are introduced to limit market failures, for example, in situations
where externalities or information asymmetry between individual entities occur.
Some authors show that the seeking of public interest may be the purpose of cre-
ating state-owned enterprises, which is also a form of interfering in the economy
(Putnins, 2015). The theories in this group assume that such interventions benefit
society, i.e., there occurs a net social profit.

The second paradigm, which is associated, for example, with the public choice
school, assumes that “all economic agents [including political decision makers] pur-
sue their own interest, which may or may not include elements of the public interest.
Under these assumptions, there is no reason to conclude that regulation will promote
the public interest” (den Hertog, 2010: 2). Economic regulation theories or private
interest theories of regulation have their roots in that tradition. They assume that
regulations are used by individuals or groups to capture public resources and power
to improve their economic situation (Stigler, 1971).

The most fruitful for assessing the effects of state interference in the economy
would be the assumption that these two paradigms and groups of theories that are
built on them do not compete with but complement each other. In politics, we deal
with axiological assumptions, the interests of groups and individuals, as well as the
raison détat, although it is defined differently by individual politicians. It is a con-
volution that cannot be simplified to state unequivocally that legal and institutional
activities are only effects of rent-seeking or are the result of goodwill.

From this perspective, in the rest of the considerations, the term rent will be
reduced to political rent, leaving aside issues related to economic rent. (Political) rent
will be treated as an individual or group benefit, for whose achievement state inter-
ference in the economy is necessary. In turn, rent-seeking is individuals’ or groups’
pursuit of political rent. This definition applies regardless of whether there is a net
benefit or social loss as a result of given state intervention.
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Systemic forms of rent-seeking

If there can be a “good” and “bad” political rent, depending on our judgment
of the social and economic outcome of the interference in the economy, can there
also be “good” and “bad” rent-seeking? First of all, it is necessary to distinguish
between methods of rent-seeking and systemic forms of rent-seeking. Methods of
rent-seeking are a variety of operational activities by which potential beneficiar-
ies seek to obtain different types of political rent (e.g., subsidies, tax breaks, jobs in
state-owned enterprises), and they may be legal (e.g., lobbying, social campaigns)
and illegal (e.g., corruption).

Various methods of rent-seeking take on an institutionalized form. For a given
form to be considered as systemic, no total subordination of the state to the goal of
creating and distributing political rent is necessary. It is enough if there are norms
that support the creation of political rent and enable it to be obtained by means of
various methods of rent-seeking. We can observe this, for example, on the basis of the
repetition of the use of various methods or the stability of the type of political rent.

This paper presents five selected systemic forms, whose names appear quite often
in the literature. They are also representative of various research paradigms from
which the political rent is observed. They do not necessarily bring net social loss,
but all of them cause at least some social cost.

Regulatory capture

It is a form of rent-seeking based on subordinating state regulations to a group
or individual interests. This concept is closely related to the economic theory of reg-
ulation. As Ernesto Dal Bo (2006: 203) writes: “according to the broad interpreta-
tion, regulatory capture is the process through which special interests affect state
intervention of any of its forms ... According to the narrow interpretation, regu-
latory capture is specifically the process through which regulated monopolies end
up manipulating the state agencies that are supposed to control them.” Regulatory
capture is a phenomenon that applies to individual regulations separately. Interest
groups employ various methods of rent-seeking to influence politicians to make deci-
sions in accordance with their wishes (to gain political rent). This situation occurs,
for example, when the ruling party wants to appeal to a group that is of electoral or
financial significance to itself.

Studia z Polityki Publicznej
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State capture

Through state capture, interest groups strive to gain decisive influence over
so many areas of state influence (law-making, law enforcement, and justice) that
one can even talk about its seizure (capture). The term state capture is often used
to describe phenomena occurring in countries where there is a close interconnec-
tion between political and business elites; they are often even a single camp, bound
together with political interest and friendships.

Mihdlyi and Szelényi (2019) point to the special occurrence of this systemic
form of rent-seeking in post-communist countries. They divide it into three differ-
ent aspects, which in some countries fall into stages: (1) Market capture by political
elites. Political elites use state resources to take over public property or secure a priv-
ileged position in economic life. (2) State capture by oligarchs - the state was taken
over by interest groups as early as the nineteenth century (e.g., in the U.S.), where
representatives of industrial elites had a huge impact on legislation. (3) The cap-
ture of oligarchs by autocratic rulers - a situation in which economic elites, relatively
independent until now, become dependent on persons exercising political power.
Selected oligarchs are often charged with corruption or with committing criminal
offenses, as a result of which some of them are eliminated from the market, or their
political rent is limited.

This typology points to the interdependence between political and business elites.
Other authors (Innes, 2013) show that state capture can be exercised for political
(party state capture) or economic gain (corporate state capture). The goal of state
capture is to transform a state into a perpetual vehicle of rent creation, which min-
imalizes the rent-seeking cost of the capturer.

Patronage and clientelism

As Jonathan Hopkin writes, “In very basic terms, political clientelism describes the
distribution of selective benefits to individuals or clearly defined groups in exchange
for political support. ... Clientelism is a form of personal, dyadic exchange usually
characterized by a sense of obligation, and often also by an unequal balance of power
between those involved” (Hopkin, 2006: 2). Francis Fukuyama (2014) would divide
this understanding of clientelism into two phenomena, depending on whether the
beneficiaries are individuals (patronage) or clearly defined groups (clientelism sensu
stricto). In his view, the difference between the two phenomena is a matter of scale.
“Patronage relations are typically face-to-face ones between patrons and clients and
exist in all regimes, whether authoritarian or democratic, whereas clientelism involves
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larger-scale exchanges of favors between patrons and clients, often requiring a hier-
archy of intermediaries” (Fukuyama, 2014: 86). On the other hand, “In a clientelis-
tic system, politicians provide individualized benefits only to political supporters
in exchange for their votes” (Fukuyama, 2014: 87).

Clientelism occurs in countries where you have to fight for a large number of
votes to win the elections. It is used by clientelistic parties, which in his opinion dif-
fer from programmatic parties in that they do not mobilize supporters on the basis
of an ideological program, but through patronage - clientelist arrangements. An
important element of clientelism is that clients receive benefits (political rent) directly.

Client politics (or new clientelism)

There are indications that at least some researchers treat clientelism and client
politics (Baron, 1999; Givens and Luedtke, 2005; Mucciaroni, 1991) as synonyms,
others give them different meanings. It seems that in the case of clientelism, bene-
fits go to specific individuals or groups in a targeted manner, and the relationship
between electoral votes or funds transferred to the campaign and the benefits is more
direct. One can get the impression that the rent transferred to customers is more
conditional here — as in the case of direct vote buying, in which the beneficiary must
certify that he/she actually supported the politician.

Client politics is aimed at gaining political benefits through rewarding social
groups for support but in a less direct way. The conviction that a given political deci-
sion can bring electoral benefits may be, for example, the result of social research or
intuition, but it does not assume in advance that it is necessary to be supported by
those interested in making it. This approach, characterized by a looser relationship
between the patron and the client is defined by Jonathan Hopkin (2006) as new cli-
entelism — as opposed to old clientelism, which is closer to Fukuyama’s understand-
ing of the concept of clientelism. This new clientelism is also based on more “mar-
ket” competition for votes.

That definition helps us to describe acts of new clientelism in contemporary pol-
itics. For example, in the case of the Polish 500+ program (Magda et al., 2018), the
patron can never be completely sure whether he/she will receive “payment” for the
“service” in the form of a vote in the next election or whether the competition will
not beat him or her with their own promise. Also, the scholar cannot be sure if such
a form of political rent brings net social loss.
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Corporate welfare

Corporate welfare is a situation in which public funds or tax credits are used to
support enterprises. The concept was used for the first time, probably in 1956, by
Ralph Nader (Ochs, 2010). It was coined in contrast to social welfare - unlike in this
case, in corporate welfare the state does not support the poor but large corporations.
As Nader writes: “Corporate welfare - the enormous and myriad subsidies, bailouts,
giveaways ... and other benefits conferred by government on business - is a function of
political corruption. Corporate welfare programs siphon funds from appropriate public
investments, subsidize companies ripping minerals from federal lands, ... injure our
national security, and weaken our democracy” (Nader, 2000: 10). Here, corporations
are receiving political rent not only in the form of subsidies or bailouts. Authors using
the term corporate welfare do not only treat various forms of payments or regulations
limiting market freedom as symptoms of that phenomena but also, for example, lift-
ing regulations in the interest of companies with potential harm to consumers. This
shows how much the understanding of various terms used in the literature or public
debate is influenced by the paradigm under which the researcher examines reality. In
this case, we can see a large impact of public interest theories of regulation on authors
using the term corporate welfare. It might be assumed that they even treat decreasing
social welfare as a form of creating political rent. The controversies about this issue will
come back when discussing the ambiguity of the concept of a predatory state.

Economic systems and rent-seeking

Systemic forms of rent-seeking can occur in various economic systems. How-
ever, some of them are more liable to rent-seeking than others. There are many cat-
egorizations of economic systems, but in the context of interest to us, the division
proposed by Paul Dragos Aligica and Vlad Tarko (2012) may be particularly helpful.
They mention two contemporary economic systems to be liable to rent-seeking — state
capitalism and crony capitalism. Another interesting example is the predatory state,
which the author also describes in that context.

State capitalism

Although the size of the government is not the only factor in the creation of
political rent (Aligica and Tarko, 2012: 372), it can be assumed that a greater extent
of state interference in the economy gives more opportunities to obtain political
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rent (Mbaku, 1999). The axiological assumption that the state is there to regulate the
economy, be an active participant in it, or take part in extensive redistribution, also
creates a climate of consent to rent-seeking. This makes the “big” state more suscep-
tible to rent-seeking and willingly creates it.

“State capitalism is an economic system where both the state’s functions and
the scale of its intervention in the economy are incomparably larger than in liberal
economies of free-market capitalism, and state functions, as a rule, significantly go
beyond the market failure areas” (Kozarzewski and Battowski, 2019). In turn, Joshua
Kurlantzik emphasizes state ownership by writing that: “I identify state capitalists as
countries whose government has [sic.] an ownership stake in or significant influence
over more than one-third of the five hundred largest companies, by revenue, in that
country, a situation that gives these governments far greater control over the cor-
porate sector than a government in a more free-market-oriented nation such as the
United States or the United Kingdom. Generally, in these state-capitalist countries,
the government sees itself as having a direct role to play in managing the economy
and guiding the corporate sector” (Kurlantzik, 2016: 9).

As state ownership significantly increases the possibility of intervention in the
economy, both definitions can be considered complementary. Aligica and Tarko
(2012) show state capitalism not from the point of view of the declared goals of indi-
vidual interventions or government actions but from the point of view of the benefits
obtained by decision-makers. They compare it with mercantilism and real social-
ism and come to the conclusion that state capitalism is part of a longer trend of the
existence of the rent-seeking society - here, the creation and obtaining of political
rent is the primary goal of the economic system. On the other side, followers of state
intervention point to various benefits of the entrepreneurial state (Mazzucato, 2013).
Irrespective of whether state capitalists want to create public or private wealth, the
system creates various rent-seeking opportunities. The state which makes its own
economic decisions can also make decisions in favor of rent-seekers. Also, a large
public sector gives the opportunity to create rents, for example, through the hiring
of political allies in state-owned enterprises.

Crony capitalism

Crony capitalism can be understood as an economic system (Aligica and Tarko,
2014) in which there are close links between political and economic elites, affecting
regulations or direct or indirect financial flows to enterprises. In crony capitalism, it
seems that clientelism takes on a systemic character: it is not only a practice occurring
with varying intensity but a feature constituting political and economic relations. In
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a crony capitalist system, entrepreneurs do not have to be par excellence clients with
a relationship of subordination to power. They can be part of the power elite operat-
ing in a business segment (and then we cannot talk about clientelism in this context).

Aligica and Tarko (2014) also point out that this system maximizes the available
political rent and limits competition in the fight for it, favoring the “cronies” of the
current authorities. By increasing costs for entrepreneurs, it increases the social cost
of rent-seeking. This feature distinguishes crony capitalism from state capitalism,
which does not necessarily have to be “crony.” On the other hand, crony capitalism
does not place much emphasis on direct state activity in the economy. However, if
in such a system the government will outsource a public policy to the private sector,
it will be for sure performed out by cronies.

Predatory state

A state that “concentrates on maximizing rents accruing to the rulers” (Callaghy,
1990: 260) is sometimes called in the literature a predatory state. Douglass North
defines it as “the agency of a group or class; its function [is] to extract an income
from the rest of the constituents in the interest of that group of class” (North, 1981:
22 as cited by Lundahl, 1997: 31) and Mehrdad Wahabi writes, that “by a predatory
state, we mean a state that promotes the private interests of dominant groups within
the state (such as politicians, the army and bureaucrats) or influential private groups
with strong lobbying powers” (Wahabi, 2020: 234). The predatory state is a collective
name for all kinds of systems in which the creation of political rent and the seeking
of it takes on an institutionalized character and serves to achieve material benefits by
the ruling elite. In this sense, a crony capitalist state or a state captured by oligarchs
may be defined as a predatory state.

We can say that in the light of the literature on that topic in a predatory state, we
can possibly find every form of rent-seeking. But sometimes such an accusation goes
probably too far. James K. Galbraith calls the United States of America a predator state
and writes that: “ [predation is] the systematic abuse of public institutions for private
profit” However, in a moment, he adds: “or, equivalently, the systematic undermin-
ing of public protections for the benefit of private clients” (Galbraith, 2008: 10). It is
worth quoting examples of predation that he gives to understand what he means, for
example: “the practice of turning regulatory agencies over to business lobbies, the pri-
vatization of national security and the attempted privatization of Social Security, the
design of initiatives in Medicare to benefit drug companies” (Galbraith, 2008: 10-11).

Galbraith puts the introduction of new regulations or duties with deregulation
or privatization movements side by side. Both are intended to benefit private clients.
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However, in the classic literature dealing with the topic of rent-seeking, only the
former would be considered solutions seeking to create political rent. Furthermore,
researchers dealing with this topic also looked at deregulation. James M. Buchanan
(1980) describes lobbying for deregulation as counter rent-seeking. Its purpose is
not to obtain political rent but to avoid the costs associated with potential market
regulation. In the light of the literature dealing with this subject, it is impossible
to identify both phenomena from the point of view of obtaining political rent.
Reading Galbraith’s work according to the terminological key proposed in the first
part of the article, it can be said that it tells us about the social benefits that American
society does not obtain as a result of deregulation or the lack of regulation. Galbraith
leaves the territory of the public choice theory, where the concept of the term was orig-
inally created, and used a logic specific to the public interest theory of regulation. This
does not mean that his considerations are not at least partly correct, and the conclu-
sions are not authorized. When assessing the effects of regulation, it is also worth con-
sidering what potential social benefit is not obtained by giving up regulating a given
area. Galbraith also points out that specific groups may be interested in the continued
occurrence of various types of market failures, for example, financial institutions or
insurance companies with information asymmetry. Although Galbraith does not use
this term, one gets the impression that he treats these benefits analogously to the social
costs of rent-seeking in the sense of Tullock. However, reversing the meaning of the
term predatory state obscures the understanding of this phenomenon and rent-seeking.

Conclusion

This paper explains the basic terms related to the issue of political rent. An
important aspect is to distinguish political rent, which is the result of state interven-
tion in the economy, from economic rent, and also indicates that in the literature on
the subject, when rent-seeking is discussed, usually the authors mean political rent.
This article describes selected examples of systemic forms of rent-seeking and eco-
nomic systems particularly susceptible to the creation of political rent or even those
in which it is a constitutive feature.

An important aspect is to supplement the issue of political rent with the category
of social benefit, which is the reverse of social cost resulting from rent-seeking. The
introduction of the notion of social benefit to the topic of political rent indicates that
interventions or economic activity of the state are aimed at removing market failures
and thus creating social benefits. Only by comparing social benefits and costs can we
find out whether we are dealing with a net profit or social loss of the intervention.
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A vast majority of the categories discussed in the article are considered within the
paradigm of the public choice theory. However, supplementing the topic of political
rent with the concept of social benefit introduces to it a way of thinking close to pub-
lic interest theories of regulation. This eclecticism is justified by an attempt to show
both the potentially negative and potentially positive effects of state interference
in the economy. The author is aware of the dangers of combining two paradigms.
He points out the necessity of complementing both theories, while also emphasizing
the need for a demarcation line between them.

The article describes not all systemic forms of rent-seeking or political systems
friendly for rent-seeking. Describing them in this context requires further research.
It can also be a starting point for empirical research on both forms and systems, as
well as seeking a balance between costs and social benefits resulting from state inter-
ference in the economy, which results in the creation of political rent.
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