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art of the governing process of the country—and js
ied specifically as'such. Moreover, the corporation as actjvi;
ill be represented through its members, along with other corpora-
tions, in-various organizations, which operate in the political field:
and thie activity of all these organizations is part of government w“
the iitermediate sense.
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THE LOGIC OF COLLECTIVE ACTION

MANCUR OLSON

It is often taken for granted, at least where economic objectives are
involved, that groups of individuals with common interests usually
attempt to further those common interests. Groups of individuals
with common interests are expected to act on behalf of their
common interests much as single individuals are often expected to
act on behalf of their personal interests. This opinion about group
behaviour is frequently found not only in popular discussions but
also in scholarly writings. Many economists of diverse methodologi-
cal and ideological traditions have implicitly or explicitly accepted
it. This view has, for example, been important in many theories of
labour unions, in Marxian theories of class action, in concepts of
‘countervailing power’, and in various discussions of economic
institutions. It has, in addition, occupied a prominent place in
political science, at least in the United States, where the study of
pressure groups has been dominated by a celebrated ‘group theory’
based on the idea that groups will act when necessary to further
their common or group goals. Finally, it has played a significant role
in many well-known sociological studies.

The view that groups act to serve their interests presumably is
based upon the assumption that the individuals in groups act out of
self-interest. If the individuals in a group altruistically disregarded
their personal welfare, it would not be very likely that collectively
they would seck some selfish common or group objective. Such
altruism, is, however, considered exceptional, and self-interested
behaviour is usually thought to be the rule, at least when economic
issues are at stake; no one is surprised when individual businessmen
seek higher profits, when individual workers seek higher wages, or
when individual consumers seek lower prices. The idea that groups
tend to act in support of their group interests is supposed to follow
logically from this widely accepted premiss of rational, self-
interested behaviour. In other words, if the members of some group
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dve 4 common interest or objective, and if they would all :
off if that objective were achieved, it has been nrocmmﬁ Mn folle
logically that the individuals in that group would, if the

rational and self-interested, act to achieve that objective, Y

But it is not in fact true that the idea that groups will act in they,

self-interest follows logically from the premiss of rational ang
interested behaviour. It does not follow, because al| of ma__._,.
individuals in a group would gain if they achieved their o
objective, that they would act to achieve that objective, even %_%%
were all rational and self-interested. Indeed, unless nr,n numbe o
individuals in a group is quite small, or unless there is non_,nmoza o
some other special device to make individuals act in their comm n
interest, rational, self-interested individuals will not act to wnE%.:
.901. common or group interests. In other words, even if all of EM
individuals in a large group are rational and selfinterested and
would gain if, as a group, they acted to achieve their oon_:So
interest or objective, they will still not voluntarily act to achieve .ms_“
common or group interest. The notion that groups of individualy
s.__m act to achieve their common or group interests, far from being a
_o.m_om: implication of the assumption that the individuals in a aom_
”M_zﬁ nm.ﬁ%:ﬂ:w further their individual interests, is in fact m:nmsmm%
nt with that assumption. This i i i ined i
the Cllowing orm_uzu..v n. This inconsistency will be explained in
If the members of a large group rationally seek to maximize their
personal .s.n_wm_.n. they will not act to advance their common or
group objectives unless there is coercion to force them to do so, or
unless some separate incentive, distinct from the achievement of vn.n
common or group interest, is offered to the members of the grou
Ea_sn_cm:% on the condition that they help bear the costs ow
g._an:m involved in the achievement of the group objectives. Nor
will ﬂn: large groups form organizations to further their no:.:so:
mom_m.E the absence wm the coercion or the separate incentives just
w:mwwwﬁmwm_..ﬁrnmm points hold true even when there is unanimous
»nEn&sm:_‘: a group about the common good and the methods of
EMMWM%WMMMJM %Mﬂ. 8%,.58 nrnocmrosﬂ 56. social sciences,
atloast whon na 0 €r their interests, is accordingly unjustified,
assumption e M.Wﬁ MWam,me it Fﬂ»m:% 15, on the (sometimes implicit)
Y There is p in their mﬁ.»,._bnn:wﬁ because individuals
~ERImposeC ,.

20864, 35 ﬁ&c&m
iri thi ommon:ar.group,
MMWMMMW_ parts of this study will attempt to show, this logical
ty is usually of no Practical importance. Thus the customary

view that groups of individuals with common interests tend to
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further those common interests appears to have little if any merit.
None of the statements made above fully applies to small groups,
Forithidumun Sroupis Ml ilivsted. In small

maocwm there may very well be $§#

e - In the sharing of the costs of
efforts to achieve a common goal in small groups, there is however a
surprising tendency for the ‘exploitation’ of the great by the small. . . .

The kinds of organizations that are the focus of this study are
expected to further the interests of their members.' Labour unions
are expected to strive for higher wages and better working
conditions for their members; farm organizations are expected to 3
strive for favourable legislation for their members; cartels are
expected to strive for higher prices for participating firms; the §
corporation is expected to further the interests of its mﬁoowro_aﬁ.me
and the state is expected to further the common interests of its .-
citizens (though in this nationalistic age the state often has W:Eqnmﬁww ’
and ambitions apart from those of its citizens).

Notice that the interests that all of these diverse types or L e
organizations are expected to further are for the most part commo. -
interests: the union members’ common interest in higher wages, the -

-

' Philanthropic and religious organizations are not necessarily expected to serve
only the interests of their members; such organizations have other purposes that are
considered more importaat, however much their members ‘need’ to belong, or are
improved or helped by belonging. But the complexity of such organizations need not
be debated at length here, because this study will focus on organizations with a
significant economic aspect. The emphasis here will have something in common with
what Max Weber called the ‘associative group’; he called a group associative if ‘the
orientation of social action with it rests on a rationally motivated agreement’. Weber
contrasted his ‘associative group’ with the ‘communal group’ which was centred on
personal affection, erotic relationships, etc., like the family. (Sec Max Weber (1947
translation), Theory of Social and Economic Organisation, trans. Parsons, Talcott, and
Henderson (New York: Oxford University Press), 136-g, and Grace Coyle, Social
Pracess in Organized Groups (New York: Richard Smith Inc., 1930), 7-9.) The logic of
the theory devcloped here can be extended to cover communal, religious, and
philanthropic organizations, but the theory is not particularly useful in studying such
groups.

* That is, its members. This study does not follow the terminological usage of those
organization theorists who describe employees as ‘members’ of the organization for
which they work. Here it is more convenient to follow the language of everyday usage
instead, and to distinguish the members of, say, a union from the employees of that
union. Similarly, the members of the union will be considered employees of the
corporation for which they work, whereas the members of the corporation are the
common stockholders.
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mon interest in favourable legislation, the
~members’ common interest in higher prices, the stockholy
common interest \n higher. dividends-and stock prices, the citizeny

common interest ilgood government. It is not an accident that ¢

divérse types of organizations listed are all supposed to work
interests of their members. Wi

i there would, for e ;
point in forming an organization simply to play solitaire. But whena
number of individuals have a common or collective interest—uyhen
they share a single purpose or objective—individual, unorganized
action (as we shall soon see) will either not be able to advance thy
common interest at all, or will not be able to advance that interest
adequately. Organizations can therefore perform a function whep
there are common or group interests, and though organizations
often also serve purely personal, individual interests, their charac-
teristic and primary function is to advance the common interests of
groups of individuals. . . .

Even when unorganized groups are discussed, at least in
treatments of ‘pressure groups’ and ‘group theory’, the word ‘group’
is used in such a way that it means ‘a number of individuals with a
common interest’. It would of course be reasonable to label even a
number of people selected at random (and thus without any
common interest or unifying characteristic) as a ‘group’; but more
discussions of group behaviour seem to deal mainly with groups that
.ao have common interests. As Arthur Bentley, the founder of the
group theory’ of modern political science, put it, ‘there is no group
without its interest’.¥ The social psychologist Raymond Cattell was
equally explicit, and stated that ‘every group has its interest’. This
is also the way the word ‘group’ will be used here.

Just as those who belong to an organization or a group can be
presumed to have a common interest,5 so they obviously also have

no

3 .W::._.: Bentley, The Process of Gorernment (Evanston, TIl.: Principia Press, 1949),
Mm _.r. ”M__,a B. q.nmim: takes a similar approach; see his The Governmental Process {New
m.w_. : Alfred A, Tscvm.. 1958), 33~5. Sce also Sidney Verba, Small Groups and Political

wamaﬁ (Princeton, NJ: Princeton University Press, 1961), 12-13.
mwsﬁ_wﬂ_wwmw. sown%:_»dﬂ_nﬂvw and Methods in the Measurement of Group
ty', ail Groups, ed. A. Paul Hare, Edgard F. B
Ajﬁw.rw ek Alfed A Tt bl gar orgatta, and Robert F. Bales

* Any organization or group will of course usually be divided into subgroups or
W.Mmozn Gmw are ovvwm&. to one another. This fact does not weaken the mmmzﬁwmg
mmm:n cre naw. organizations €xIst to serve the common interests of members, for the

mption does not imply that intragroup conflict is neglected. The opposing groups
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wﬁiw individual interests, different from those of the others in the
"organization or group. All of the members of a labour union, for

example, have a common interest in higher wages, but at the same
ime each worker has a unique interest in his personal income,
which depends not only on the rate of wages but also on the length of
time that he works.

The combination of individual interests and common interests in an
organization suggests an analogy with a competitive market. The
firms in a perfectly competitive industry, for example, have a
common interest in a higher price for the industry’s product. Since a
uniform price must prevail in such a market, a firm cannot expect a
higher price for itself unless all of the other firms in the industry also
have this higher price. But a firm in a competitive market also has
an interest in selling as much as it can, until the cost of producing
another unit exceeds the price of that unit. In this there is no
common interest; each firm’s interest is directly opposed to that of
every other firm, for the more other firms sell, the lower the price
and income for any given firm. In short, while all firms have a
common interest in a higher price, they have antagonistic interests
where output is concerned. This can be illustrated with a simple
supply-and-demand model. For the sake of a simple argument,
assume that a perfectly competitive industry is momentarily in a
disequilibrium position, with price exceeding marginal cost for all
firms at their present output. Suppose, too, that all of the
adjustments will be made by the firms already in the industry rather
than by new entrants, and that the industry is on an inelastic portion
of its demand curve. Since price exceeds marginal cost for all firms,
output will increase. But as all firms increase production, the price
falls; indeed, since the industry demand curve is by assumption
inelastic, the total revenue of the industry will decline. Apparently
each firm finds that with price exceeding marginal cost, it pays to
increase its output, but the result is that each firm gets a smaller
profit. Some economists in an earlier day may have questioned this
result,® but the fact that profit-maximizing firms in a perfectly

within an organization ordinarily have some interest in common (if not, why would
they maintain the organization?), and the members of any subgroup or faction also
have a separate common interest of their own. They will indeed often have a common
purpose in defeating some other subgroup or faction. The approach used here does
not neglect the conflict within groups and organizations, then, because it considers
each organization as a unit only to the extent that it does in fact attempt to serve a
common interest, and considers the various subgroups as the relevant units with
common interests to analyse the factional strife.

5 See J. M. Clark, The Economics of Ouerhead Costs (Chicago: University of Ghicago
Press, 1g23), 417, and Frank H, Knight, Risk, Uncertainty and Profil {Boston: Houghton
Mifltin, 1921), 193.
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- comipetitive industry can act contrary to their interests as a group’

now widely understood and accepted.” A group of ?om?gwxmsmugm
firms can act to reduce their aggregate profits because in perfect
competition each firm is, by definition, so me:. ﬁ?ﬁ.: can ignore the
effect ¢f its output on price. Each firm finds it to its advantage o
increase output to the point where marginal cost equals price and ¢,
ignore the effects of its extra output on the position of the industry, J¢
is true that the net result is that all irms are worse off, but this does
not mean that every firm has not maximized its profits. If a firm,
foreseeing the fall in price resulting from the increase in industry
output, were to restrict its own output, it would lose more than ever,
for its price would fall quite as much in any case and it would have 5
smaller output as well. A irm in a perfectly competitive market gets
only a small part of the benefit (or a small share of the industry’s
extra revenue) resulting from a reduction in that frm’s output.

For these reasons it is now generally understood that if the firms
in an industry are maximizing profits, the profits for the industry as
a whole will be less than they might otherwise be.® And almost
everyone would agree that this theoretical conclusion firs the facts
for markets characterized by pure competition. The important point
is that this is true because, though all the firms have a common
interest in a higher price for the industry’s product, it is in the
interest of each firm that the other firms pay the cost—in terms of
the necessary reduction in output—needed to obtain a higher price.

About the only thing that keeps prices from falling in accordance
with the process just described in perfectly competitive markets is
outside intervention, Government price supports, tariffs, cartel
agreements, and the like may keep the firms in a competitive market
from acting contrary to their interests. Such aid or intervention is
quite common. It is then important to ask how it comes about. How
does a competitive industry obtain government assistance in
maintaining the price of its product?

Consider a hypothetical, competitive industry, and suppose that
most of the producers in that industry desire a tariff, a price-support
programme, or some other government intervention to increase the
price for their product. To obtain any such assistance from the
government, the producers in this industry will presumably have to
organize a lobbying organization; they will have to become an active
pressure group.® This lobbying organization may have to conduct a

? Edward H. Chamberlin, Manapolistic Competition, 6th edn. (Cambridge, Mass.:
Harvard University Press, 1950), 4.

* For a fuller discussion of this question see Mancur Olson, Jr. and David
McFarland, *The Restoration of Pure Monopoly and the Concept of the Industry’,
Quarterly Journal of Economics, 76 (1962), 61341,

? Robert Michels contends in his classic study that

; o ‘democracy is inconcejvable
without organization', and that ‘the principle of o

rganization is an absolutely
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considerable campaign. If wmwbwmnmjﬁ «ammmszna. is encountered, a
great amount of money will be required.'® Public relations experts
will be needed to mmmcnsn.n the newspapers, and some advertising
may be necessary. Professional E.mmv:_us,m. will probably gm needed
1o organize ‘spontaneous grass roots meetings among the Q_w:nmm.nn_
producers in the industry, and to get those in the industry to write
letters to their congressmen.'’ The campaign for En government
assistance will take the time of some of the producers in the industry,
as their money.
mm.ﬂmwhumw a mirm:vm parallel between the _u_,o_u_ﬁ.: the perfectly
competitive industry faces as it mm.l<nm to obtain government
assistance, and the problem it faces in the _..:m}ﬂ.iwnm Ero.: the
firms increase output and bring about a fall in price. Just as it was
not rational for a particular producer to restrict his 9.:?: in order
that there might be a higher price for the Eomwﬁ.oh. his industry, so
it would not be rational for him to mmn_”mmno his time m:a.Bon to
support a lobbying organization to ogm.S government assistance for
the industry. In neither case would it be in n._:w interest of .:5
individual producer to assume any o.ﬁ the costs himself, A Evv%:m
organization, or indeed a labour union or any other organization,
working in the interest of a large group of m_.Em. or Eonwma.m in some
industry, would get no assistance from the rational, wmz.._zaqnwﬁ.i
individuals in that industry. This would be true even if everyone in
the industry were absolutely convinced that the Eow.o%a pro-
gramme was in their interest (though in fact some might think
otherwise and make the organization’s task yet more difficult).
Although theiin] i opEk i

Hal VERH e pE R
some practical importance. There are powerfid and well-
financed Jgllités with mass support in existence now, but these
lobbying organizations de, ehuthatsuppont. hecanse o
legisla, i tss The most powerful lobbying organizations

essential condition lor the political struggle of the masses'. m.nn his Political Parlies,
trans. Eden Paul and Cedar Paul (New York: Dover Publications, Gw.@r 21-2, ,m.nn
also Robert A. Brady, Business as a System of Power (New York: Columbia University
Press, 1943), 193. .

** Alexander Heard, The Costs of Democracy (Chapel Hill, NC: C_W?a_.ﬁaﬁ of _.4c.27
Carolina Press, 1960), esp. 95-6 n. 1. For example, in 1947 the National ammnuwcﬂz
of Manufacturers spent over $4.6 million, and over a 330.2:3 _o.sms. vn:o~ i a.
American Medical Association spent as much on a campaign against compulsory
e * . N
_n“.m:m_».zw_“ﬂ J.”_n_a:::, were ever known . . . lobbying, in all its B_.Emomco:m.. would
prove to be a billion dollar industry.” US Congress, House Select Oo_sms:.an ﬁw“
Lobbying Activities, Report, Bist Cong., o2nd Sess. (1950), as quoted in
Congressional Quarterly Almanac, 815t Cong., 2nd Sess., VI, 764-5.
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