B Supplemental Appendix: Online

B.1 Market Equilibrium: Detailed Comparative Statics

To save on notation, we keep A(p|lz™) = p(st|z™) — p(s™|zT) — p(st) 4+ p(s™) for the

following equations. For an overview of all selected comparative statics see Table 3.

B.1.1 Equilibrium Equations for Interior Solution

0G(.) PArm —0.

on! C

96C) |k =0.

Clients per firm:

Lobbying service fee:
Lobbyists: C' —n!L = 0.

Political access per firm: a! — PT.

Verification per firm: %H—WEZ) — p(ziJrT)s)A(p\xﬂ =0.
Client portfolio per firm: n! —m! —u! —r! = 0.
Presentation portfolio per firm: a! — p(zT)m! — u! = 0.

Financial contribution per firm: f' — n'k + H(m!) + G(n') = 0.
Entrepreneurs: T — P —C — L —.J = 0.

B.1.2 Determinant of Jacobian

The determinant of the Jacobian for the system above is nonzero:

0%G(.) 0%H(.
|J| = nlilg) 71(2) > 0.
on om

B.1.3 Selected Nonzero Results
1. Dishonesty/Effectiveness of Financial Contributions on

1
(a) Verification per Firm: %72 = (;;T),flf,p(‘jﬂ < 0.

(b) Financial Contributions per Firm: %—Js =2 (xtng(ngH/(')

(¢) Unverified Presented Proposals per Firm: %—g = %

> 0.

> 0.

2. Magnitude of Spillovers on

(a) Verification per Firm: ‘98"5 = %&%ﬁ) > 0.
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aft _ _ pat)Aplat)H'()

(b) Financial Contributions per Firm: - T < 0.

(c¢) Unverified Presented Proposals per Firm: %—75 = —%A,S?')ﬁ) < 0.
. Information Gains from Verification on

(a) Verification per Firm: aAB(Z‘l;Jr) = apj(,g:,)i) > 0.

(b) Financial Contributions per Firm: 8A((9Z\lx+) = —p(ozf;};ﬁf)(') < 0.

(c) Unverified Presented Proposals per Firm: 5 A?;f'lxﬂ =-2 éi’j ;,),2(8) < 0.
. Magnitude of Private Benefits on

(a) Financial Contributions per Firm: %—{: = PTA” > 0.

(b) Unverified Presented Proposals per Firm: %—:‘TI = % > 0.

(¢) Number of Clients per Firm: %—77‘: = CSZ.) > 0.

(d) Lobbyists: g—ﬁ = _nl;éﬁ(.) < 0.
. Number of Policymakers on

(a) Financial Contributions per Firm: g—fg = % > 0.

A1+ AL

(b) Unverified Presented Proposals per Firm: g—% = M > 0.

(¢) Number of Clients per Firm: g—?j = % > 0.

(d) Lobbyists: g—ILD = —nZQAGf,(.) < 0.

B.2 Comparison of Social Optimum and Market Equilibrium: Detailed

Comparative Statics

First, we describe the detailed comparative statics of the socially optimal values. Then we

proceed with a detailed description of the comparative statics for the differences between

socially optimal values and market equilibrium values.

Social Optimum: Detailed Comparative Statics

To save on notation, we keep A(plz™) = p(sT|z™) — p(s~|2T) — p(sT) + p(s™) for the

following equations. For an overview of all selected comparative statics see Table 3.

42



Equilibrium Equations for Interior Solution The equations of interest are the fol-

lowing.

Verification per firm: 88%;) + 9G() _ p(xT)sA(plz™) = 0.

oml!

Presentation portfolio per firm: go = a! — p(z)m! = 0.

Access to policymakers: La! + A° — PAP = 0.

Citizen-clients: C' — Lm! — A¢ = 0.

Population: C + L+ P —T = 0.

Note that = u* = r* = En* = 0, n* = m*, k is not determined, and f* = 0 if & < 1 but

fFf>0ifa=1.

Determinant of Jacobian The determinant of the Jacobian for the system above is

nonzero:

2 2
7] = (A7 +a! = m') <8851(2') + 6@5}5)) # 0 iff A7 # p(a”)m'.

Selected Nonzero Results
1. Magnitude of Spillovers on

(a) Verification per Firm: ag;l = % > 0.

. .- c — AP Lp(zT)A(plat
(b) Direct Access for Citizens: % = (Ap_p(x,)’:7(1*)()@,((’?')“},,(_)) = 0.

. T )p(z™)A(p|lzt)L
(c) Number of Lobbyists: 2% = (Apfg(wzggn*))(qu‘.)Jr)H"(.)) > 0.

. —p(zt)p(z™)A(p|zT)L
(d) Number of Policymakers: %—I; = (Ap_’;((f))’;(%*)()0,,((’).|)+21,,(‘)) < 0.

2. Information Gains from Verification on

. . . ! +
(a) Verification per Firm: 3 A(?:)r\bz+) = G,,’(J.()i 13,8,,(.) > 0.

(b) Direct Access for Citizens: 8;2;1‘;) = (Ap_p(x_)m:ﬁi;u(.)_’_H//(')) s 0.
. . oL o ) p(x™)sL
(C) Number of LObby]StS. IA(plzT) — (Ap—p(ifg)W’I/)f)(G//(-)+HII(-)) 2 0.
. ._op  _  —pa)p(")A(plz")L
(d) Number of Policymakers: NG (Ap_pp(f)%*)()G,,(p_)ﬂzp,(_)) < 0.
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B.2.2 Comparison: Detailed Comparative Statics

Here, we list the not so obvious nonzero comparative statics summarize all selected com-

parative statics. For an overview of all selected comparative statics see Table 4.

B.2.3 Selected Nonzero Results

1. Dishonesty/Effectiveness of Financial Contributions on

A(m* —m**) sp@DAPET) > o x>
<

(a) Verification per Firm: ==5-=— =0+ ST = m*
(b) Financial Contributions per Firm: w =0+ SP(IBQAT(Ip_I'ffBH,(') > 0 for
f* S f**'
(c¢) Unverified Presented Proposals per Firm: w =0- %W > 0 for
u*t < W
2. Magnitude of Spillovers on
(a) Verification per Firm: a(m*(;s m?) - Gﬁgfnt))ﬁ(fglf(g*) - éx;[}%((mﬁ)) = 0 for m* ;

# ond @ = aTH”(m**) E G”(m*) + H//(m*) —b.

o W >0 if {m* >m*™;a > b} or {m* < m*™*;a < b}.
o w <0 if {m* >m*;a < b} or {m* <m**;a > b}.
(b) Financial Contributions per Firm: (f* f**) =0- %W <0 for f* <
e
(c¢) Unverified Presented Proposals per Firm: % =0- %/S('f“ < 0 for
ut <y
(d) Clients per Firm: 6(71*(9;”**) - Péﬁ?%ﬁ(j/;l/ir(f)) -0 2 0 for n* = m* and n* > n**
(e) Direct Access for Citizens: a(Ac*a_SAc**) A ;é:L)’;,(f*;r()GA,,((p |)‘j_+l_)1u(.)) -0 § 0 for
AP Z p(z=m*).
(f) Number of Lobbyists: 25527 = o p@ e IRe )L 02 0 for L7 2 L™

and AP ; plz™)m*.

o QL) S 0if {L* > L**; AP > p(a~)m*} or {L* < L**; AP < p(x

. M < 0if {L* > L*; AP < p(z~)m*} or {L* < L**; AP > p(x
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3. Information Gains from Verification on

. . oL O(mF—mt) p(z™) (z1) > * >
(a) Verification per Firm: 872(,0|21+) T )x H‘s;,(m 5 aTﬁ}{g,C,(nf**) = 0 for m* = m™

and a = oTH"(m™) = G"(m*) + H"(m*) = b.

. % > 0 if {m* > m**;a > b} or {m* < m*™;a < b}.
o % < 0if {m* > m*;a < b} or {m* <m*™*;a > b}.
(b) Financial Contributions per Firm: %(f(;‘if)) =0- p(z;};ﬁf)(') <0 for f* < f**.
(c) Unverified Presented Proposals per Firm: % =0- ag,fg,),?s) <0 for u* <
u**.
(d) Clients per Firm: 8(54&1;'?:;*) = G,,’(’.()”"_::}IS,,(.) — 0 for n* = m* and n* > n**
(e) Direct Access for Citizens: a(gf(;'fr;*) = (Ap—p(:r)m_*ﬁpG”(.)JrH”(.)) +0 § 0 for
AP Z p(z=m*).
(f) Number of Lobbyists: aa(A(;éi? = (Ap—p(:fE:E)Q"‘p)((I.G_”)(S.f-&-H”(.)) -0 z 0 for L* E L**

and AP = = plz™)m*.
. M > 0if {L* > L™ AP > p(z™)m*} or {L* < L™ AP < p(z™ )m*}.

o M <O0if {L* > L*™; AP < p(z7)m*} or {L* < L**; AP > p(x~)m*}.
4. Magnitude of Private Benefits on

(a) Financial Contributions per Firm: (f* f**) =0+ PAp" > 0 for f* < f**.

(b) Unverified Presented Proposals per Firm: w =0+ Cfg,,lz y > 0 < 0 for

u* S u**

(c) Clients per Firm: W =0—- C’g,,]?) ; 0 for n* z n*

(d) Number of Lobbyists: % =0+ lfgf() Z0if L* > L.

5. Number of Policymakers on

(a) Financial Contributions per Firm: W =0+ # >0 >0 for f* < f*.

* EES AP 1+ AP P
A(u* —u**) < CnG ()

b) Unverified Presented Proposals per Firm: ) >0>0
(

for u* < u**

(c) Clients per Firm: % =0- C‘gfz) i 0 for n* z n*
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B.2.4 Overview: All Selected Comparative Statics

Comp. Statics Market Outcome Comp. Statics Social Optimum for a < 1

dm**  df**  du*™*  dn**  dL** | dm* df* du* dn* dA®  dL*  dP*
dov - + + 0 0 0 0 0 0 0 0 0
ds + - - 0 0 + 0 0 + -/+ +/- —/+

dA(plzt) + - - 0 0 + 0 0 + -/+ +3;— —/+
dm 0 + + + - 0 0 0 0 0 0 0
dp 0 + + + - 0 0 0 0 NA NA NA

*

Assumption: AP # p(z~)m*.
3. if AP > p(z™)m* /if AP < p(xz™)m*.

Table 3: Selected Comparative Statics for Market and Socially Optimal Values.

Comp. Statics Differences Socially Optimal and Market Values for a < 1
* > ko koK * EES * * > kk Cc* Cxk * > T okk
m*Zm f*>f u** > n* Zn Ac* > A =0 L*= L

d(m* _ m**) d(f* _ f**) d(u* _ ’U,**) d(n* _ n**) d(Ac* _ Ac**) d(L* _ L**)

e _ A o __ o o _______ 0 _______ 0___.
ds 4+/-12 _ _ +/-3 — /44 4/—45
JdAplt) /2 T - +/=2 e R b A
dm 0 + + —/43 0 +/-5
dP 0 + + —/+3 NA NA
1: if m* > m** /if m* < m**; 4: if AP > p(z7)m* / if AP < p(x™)m™;

2t if aTH" (m**) 2 G"(m*) + H" (m*); 5:if L* > L** /if L* < L**.

30 if n* > n** [ if n* < n*y

Table 4: Selected Comparative Statics for Comparison of Market and Socially Optimal
Values.
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