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Abstract.

Research background: The closer interaction between business and
government has, on a global basis, drawn attention to the "revolving
doors" issue, i.e. the movement of persons between high posts in the
public and private sectors.

Purpose of the article: The main research question of this study covers
the issue whether successful businessmen do or do not have better
prospects for more effective political governance and economic policy
making than career politicians or political professionals, and/or if politics
and business require, for achieving their goals, similar or substantially
different personal requirements.

Methods: The survey was based on multidisciplinary qualitative
comparative approach and literature research, covering historical,
economics, management, and psychological views. This method
corresponds the complex nature of the topics surveyed.

Findings & Value added: The findings arrived to the conclusion that even
a person successful in business may not necessarily have the expertise for
effective public administration as well as sound public policy decisions. It
showed that the opposite idea, coming often from businessmen circles
themselves, fails to take into consideration that government, due to several
reasons, cannot be operated like a business and many characteristics of
successful businessmen do not fit well to high political posts, due both to
their management style and "professional blindness" in terms of their
approach to economic policy, e.g. international trade. Even though many
management methods of successful companies can and should be taken
over by the state/public administration, this goal can be achieved without
the direct personal involvement of professional businessmen.
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1 Introduction

Though many businessmen, seeking to enter top politics worldwide, offer their voters
business or managerial experience [1], referring to their success in business and claiming
that they will take care, with similar success, of the management and administration of
public affairs, the academic study of the successes/failures of businessmen in making both
economic and public policy decisions is relatively rare [1].

Therefore, the answer to the question whether businessmen can be in their claims, made
to their potential voters, trusted or not is not simple [2]. It is thus not surprising that while
many of their supporters obviously hear to them, others fear that for many businessmen
politics is just a “continuation of business by other means”.

1.1 The revolving door concept

The term of "revolving doors" refers to “the movement of individuals between the public
and private sectors” [1, 2]. Although such a movement may bring the public administration
certain advantages [3], mainly in the form of the introduction of effective management
practices applied in the private sector, to public administration, it also poses significant
risks and problems [4, 5]. The revolving door can, therefore, have both positive and
negative consequences and in a lot of cases it is up to the regulation of this phenomenon to
minimize the risks [2, 6].

1.2 Conflicts of interests

In forefront of the negative phenomena associated with the revolving door issue lie the
conflicts of interest and/or corruption [7, 8], developing due to closer ties between
government and individual businesses [9, 10].

While public officials with a commercial background may use their position for the
benefit of the companies in which they still hold substantial stakes, former members of the
government who had moved to the private sector can, on the other hand, help their
companies gain unfair advantages through their remaining alliances in government [11, 12].

Also, many of the wealthy businessmen are rather “rent-seekers,” persons who seek
wealth through political favours and who lobby for special privileges that will help their
businesses with no regard to whether it is good or bad for the worker, consumer and/or the
economy as a whole [9, 11, 13].

1.3 Businessmen economic policy fallacies

Leaving aside the problem of conflicts of interest, which can usually be legally resolved
[14], an equally important question concerns the fact to what extent politics and business
require similar or, on the contrary, substantially different broader personal requirements. In
other words, whether the skills, experience and other personal/personality prerequisites
needed in business also work in politics or public administration.

An important part of this problem, associated with businesspeople economic policy
engagement, is reflected in the belief that as persons who have been successful in business
they must have the knowledge to make wise decisions regarding economic policy [2, 4, 5,
6]. As we have tried to show in a previous publication [15], there is, however, a significant
difference between corporate governance and the administration of a national economy.

Entrepreneurial skills, undoubtedly valuable, do not guarantee any real understanding of
economic policy making. Often, it is quite on the contrary. The reason is that economics
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and business are not the same thing and what is good for (a particular) business may not be
necessarily good for a particular economy as a whole (and vice versa), as the “Fallacy of
Composition” claims [15].

As Ludwig von Mises in his Theory of Money and Credit [15] argued: “that there are no
grounds for ascribing authoritative significance to the opinions of business men; for
economics, these opinions are nothing more than material, to be worked upon and
evaluated. When the business man tries to explain anything he becomes as much a
“theorist” as anybody else; there is no reason for giving a preference to the theories of the
practical merchant or farmer” [15].

Thus, while it is possible that a policy which is good for a given business is beneficial
for the economy as a whole, it is equally plausible that a policy that favours a specific
business harms the overall economy. Thus, running the economy like a business - or
through a business perspective - can quite likely be damaging.

INlustrating this on a simple example, a businessman fighting for a certain percentage of
the market share (in a free market environment) will usually drive quality up and prices
down. In the international trade, however, a businessmen-turned-politicians, viewing the
national economy in the same manner and thinking like businessmen, will follow the aim is
to “fight” other national economies which can be for “his” economy detrimental.

This fallacious thinking (so called “zero-sum fallacy”) which businessmen tend to
follow due to the reason mentioned above — the belief that economy can or even should be
run like a business. The truth, however, is that while the growth of a competing company
occurs at the expense of the original entrepreneur, the same does not apply to the growth of
another country: unlike market share, economic growth is potentially infinite.

Therefore, if a foreign country grows, our national economy is not necessarily worse
off; in fact, it is likely to be better off because of the international trade which means that if
the foreign economy produces more, consumers in our country can obtain goods more
cheaply. This is what economics calls a “win-win” situation.

Thus, to compete with other countries, and “protect” national industries, businessmen-
turned-politicians often erect trade barriers, hurting other countries. These policies,
however, hurt all other countries involved, including their own one.

A similar example covers minimum wages. Though beneficial to a great part of
workers, they often put smaller competitors out of business. Similarly, licensing laws and
regulations etc. are commonly employed by rent-secking enterprises at the expense of
others. The business-turned-politicians are, however, usually the kind of who steer
economic policy in this way.

2 Method

This mainly qualitative methodology of this article corresponds the nature of the topics
surveyed. It fulfils the methodical requirements raised by, for example, by Denzin and
Lincoln [16], who state, that this type of method is best corresponds studies which focus on
problems with more complex hypotheses and unavailability of more extensive homogenous
research samples. Furthermore, this type of a study is generally an approach in social and/or
socioeconomic disciplines [17].
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2.1 Alook into history

It would seem that the question whether successful businessmen have better prospects for
public governance than professional politicians should be decided by history.

The problem, however, is that the only country where the success of its leading policies
can be compared in the long run is the United States. Not only because their political
system has been stable enough for a long time, but also because the success of their
presidents has traditionally been compared in detail, decades later.

Even though the American experience cannot be completely generalized, a look at the
American experience over the last 150 years or so [18, 3] shows that these comparisons do
not sound very favourable to “business” presidents.

Among the most successful presidents of this period, regardless of party affiliation, do
the historians count presidents A. Lincoln, W. Wilson, F. D. Roosevelt, D. Eisenhower, J.
F. Kennedy or R. Reagan, mostly long-term career politicians. On the other hand, none of
the successful businessmen who later became presidents "made it" among the ten most
successful presidents of all time, and none of them was even elected a second time.

A recent example is the relatively successful oilman G. H. W. Bush, who was replaced
after five years by professional politician B. Clinton, and another businessman, G. W. Bush
who was replaced by a successful legal counsel B. Obama.

On the other hand, H. Truman, who failed in business and was forced to enter the state
administration due to existential reasons, is counted among the relatively more successful
presidents.

2.2 Leadership and management skills comparisons

Many of the leadership and management prerequisites, necessary for success, are
undoubtedly common in business and politics. However, it should also be noted that despite
all the changes in the managerial style of large corporations, including the emphasis on the
leadership assumptions of their representatives, companies, in terms of their management,
remain (and have to remain) essentially autocracies (with some participative features).

Their leaders can choose their co-workers and their actions are almost completely under
control. The ability to listen, persuade, engage in dialogue, lead by example and reach
consensus, important for political leaders, is, of course, also beneficial in business.
However, its representatives almost always have at hand, and are usually accustomed to
use, more directive or power tools, at with they feel more comfortable.

Therefore, many successful representatives of the corporate world do not excel in
empathy, ability or effort to communicate regularly and openly with their employees, follow
their interests and concerns, or openly face their questions. Many even like to remain almost
invisible to their employees and, in their irreplaceable communication role, are willing to be
represented, albeit not very happily, by others.

On the contrary, these assumptions are crucial for politics, including the ability to
understand and reconcile different opinions and interests. Of course, we do not mean that
politicians always have them.
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2.3 The psychological traits role

The goals of business, i.e. to make a profit, and the goals of politics or public
administration, i.e. to serve citizens, are largely different. It is, therefore, only natural that,
among other things, they quite often require, at least in part, different personal abilities.

In terms of personality traits, successful businessmen are necessarily pragmatic. Market
pressure does not allow them anything else. If a company is not successful, they can sell or
close it. However, political leaders must at least partially take care of groups or areas that
are temporarily or permanently unsuccessful.

In addition, the pragmatism of businessmen often leads them to the habit not follow
more permanent values or principles [19, 20]. However, political leadership usually
requires certain values or principles. They give instructions on how to proceed or what
principles to follow in situations that are not and cannot be clearly regulated by law. [20 -
22].

The same goes for visions, an important policy tool. Many companies or businessmen
have adopted this tool in recent years and sometimes successfully. In most cases, however,
corporate visions are very far from being able to really bring employees together, motivate
them or get them to fulfil them [22 - 25]. Unfortunately, more often than not, these are just
not very convincing style exercises, to which employees do not pay more attention.

3 Results

Practical economic experience is undoubtedly valuable. However, successful entrepreneurs
or managers are sometimes susceptible to the illusion that what is good for a particular
company or industry (and we do not mean only their own) is beneficial for the economy or
society as a whole, and vice versa. Their beliefs may be sincere, but the fact is that this is
not the case.

An example is competition, which is important for the development of the economy
because it reduces costs and prices and forces innovation. However, it often reduces profits
for individual companies and therefore they often try to prevent it in every possible way.
Something similar applies to export promotion. It is certainly beneficial for a company to
export a lot, but not everyone can export. In the longer term, the value of exports must be
equal to the value of imports. In economics, unlike business, it is simply true that every
intervention has its opposite. Figuratively speaking, if we extend the time at which traffic
lights are green for traffic lights, it will mean for some that they will stand longer on red.

Business experience, however, can be beneficial where it is necessary to achieve greater
efficiency of state institutions or make them save.

Undoubtedly, a successful business can offer a lot to the public administration in terms
of efficiency. Above all, however, it is important for public institutions to adopt certain
established methods of private sector management, the use of which may not be difficult at
all. The problem is rather that public organizations have long resisted them under various
pretexts. The introduction of these methods therefore requires, above all, broader political
will or support. In other words, rather than successful businessmen, public administration
requires methods that make private business successful.

An example is the design and use of performance indicators and the responsibility for
achieving them. The lukewarm relationship of the public sector to performance is often
related to its low responsibility for real results. Thus, not only for the scope of activities
performed, resources consumed, subsidies drawn or funds "invested", but also for the real
and measurable effects of these activities and resources.
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For example, how the efficiency of tax collection has increased, how the knowledge of
school leavers has increased, how health care outcomes have improved, how the cost per
kilometre of motorways has changed, or how the proportion of citizens or companies’
applications processed by the authorities before the deadline has increased. If a policy or
public institution is to produce a result, it must be evaluated and held accountable for its
achievement.

Public organizations like to compare the salaries of their managers with the salaries of
private managers. However, they seldom measure their results and responsibilities in a
similar way.

4 Discussions

As already mentioned, the importance of competition for the economy is crucial. Wherever
possible, it is therefore desirable to enforce competition within the public sector as well.
And not only in the field of public procurement, but everywhere where institutions that
offer various public services can compete with each other.

However, even in case of a public sector managed by politicians who are former
businessmen, this competition is far from frequent and/or very effective. Quite on the
contrary, the motivation of businessmen-turned-politicians can quite often stand against this
setting.

To illustrate this tendency, let us quote some common examples. The first one concerns
the possibility to establish very simple rules that prevent large companies from obtaining
subsidies for small companies, based on the competition between banks. Instead of
subsidies being paid to small and medium-sized enterprises by state authorities, which
almost always ends up in corruption, they can be provided by banks instead, as is the case
in Britain or the United States.

The state, in this case, can only guarantee the very risky loans but the banks can still
compete with each other in providing these loans, which are advantageous for them. At the
same time, they may be obliged to find out the real ownership structure of the companies to
which they provide guaranteed loans. And if they violate this obligation, they may lose the
opportunity to obtain a state guarantee for these types of loans in the future.

Similar example concerns policy toward small and medium sized businesses. The idea,
common among big businessmen, that large companies are more economically important
and successful, and smaller ones less "advanced" is usually flawed. On the contrary, the
reality is that large companies are often too big to be efficient. Their economic position is
often based more on political power, which allows them to directly or indirectly claim
public money, which is more needed in other areas.

Smaller businesses are the drivers of innovation, which large companies are often more
likely to resist due to fear of devaluating their investments. They also often contribute to
“healthy” growth, which is not based on budget expenditures or currency devaluation, but
on new technological or business solutions.

Due to what was mentioned above, entrepreneurial experience, in our opinion, can be an
advantage for the public policy especially in practical municipal policy, in which self-
employed persons or smaller entrepreneurs have always played an important role in our
country.

Many of the assumptions as well as personal characteristics of successful businessmen,
however, do not fit well into top politics, both in terms of their management style and a
certain "professional blindness" in their approach to the economy. However, many methods
of successful companies can be taken over into the state administration even without their
direct involvement.
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