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Questions

I How often do executives enter politics?

I Why do executives go into politics?

I What impact do businessman politicians have on their firms
and on the aggregate policy more generally?

I What determines executives’ electoral success?
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Literature: Firms and Politics

I Firms participate in the political process in a variety of ways:
I Direct connections with politicians (Faccio (2006); Goldman,

Rocholl, and So (2009); Duchin and Sosyura (2012), Akcigit,
Baslandze, and Lotti (2018));

I Campaign contributions to candidates from the firms’ PACs
(Cooper, Gulen, and Ovtchinnikov (2010); Akey (2015));

I Lobbying (Bertrand, Bombardini, and Trebbi (2014); Borisov,
Goldman, and Gupta (2015));

I CEOs involving their employees in politics (Babenko, Fedaseyeu,
and Zhang (2017)).
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Literature: Firms and Politics

I The participation of executives in the political process:
I Faccio (2006): political connections through executives and

shareholders are valuable to firms, but primarily in corrupt coun-
tries;

I Bunkawanicha and Wiwattanakatang (2008): the impact of
business tycoons in Thailand after the 2001 election;

I Gehlbach, Sonin, and Zhuravskaya (2010): businessmen may
run for office to reduce lobbying costs.
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Executives in Elected Office: the United States
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Digging Deeper: the United States
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Economic Theories of Regulation

I Regulatory capture (Stigler (1971); Peltzman (1976)): reg-
ulation creates barriers to entry and exists primarily for the
benefit of industry incumbents.

I Tollbooth theory (De Soto (1990); Shleifer and Vishny (1998)):
bureaucrats create regulation so as to extract benefits from
firms by means of bribes, campaign contributions, votes, etc.
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The Incidence of Executives Running for Office
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The Impact of Global Competition

I We use the rise of China as an exogenous competitive shock.

I We run the following IV regression, adapted from Autor, Dorn,
and Hanson (2013):

∆EXit = γt + β1∆ICUS,it + eit . (1)

I We instrument ∆ICUS,it (the growth in import exposure of U.S.
industries) by ∆ICOTH,it (the growth in import exposure of the
corresponding industries in other high-income countries).
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The Impact of Global Competition
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The Impact of Federal Regulation

I We use the index of industry-level regulation developed in Al-
Ubaydli and McLaughlin (2017).

I The index is constructed via textual analysis in two steps:
I Measure the restrictiveness of the Code of Federal Regulations.
I Using keywords, measure the relevance of each part of the Code

of Federal Regulations for specific industries.
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The Impact of Federal Regulation
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Firm-Value Implications
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Voting Records: Graphical Evidence
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Voting Records: Evidence from Close Elections
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What Determines Executives’ Electoral Success?

I We find no evidence that businessman politicians raise more
money than their non-businessman opponents.

I The sources of campaign contributions differ somewhat across
businessman and non-businessman politicians.

I At the same time, businessman politicians do differ from their
non-businessman opponents on observable characteristics.
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Are Businessman Politicians Different?
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Conclusions

I Over the last two decades, corporate executives have increased
their participation in the legislative process, both in the U.S.
and in other developed countries.

I The rise of businessman politicians can be at least partly at-
tributed to regulation and intensifying global competition.

I Executives’ participation in the legislative process appears to
have generated benefits for their firms and shifted the balance
of power toward corporate interests.
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