The Architecture
of Fake Success

How the alliance of stock buybacks and

corporate lobbying is engineering American
economic decline.
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¥ THE POST-INDUSTRIAL REALITY SEPARATES MAKERS FROM TAKERS
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VALUE EXTRACTION

Utilizing complex financial instruments,
monopoly power, and stock buybacks to
capture a larger piece of the existing
economic pie without expanding it.

VALUE CREATION ENGINE
INDUSTRIAL CODPERATION
SURPLUS GENERATION
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VALUE CREATION

Investing in R&D, building efficient factories,
and training workers to produce a surplus
that did not exist before.
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Metrics of Success Have Shifted from Resilience to Fragility

Industrial Success Financial Success

Primary Tool: Primary Tool: Q
R&D and Skilled Labor Stock Buybacks and Arbitrage k/’g—f—*’
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63 T FINANCIAL
BUBBLE
7 QY CRASH

You cannot have a 6,666:1 executive pay ratio in a purely industrial economy.
It requires cooperation. That ratio is a symptom of financialized extraction.

r'—1 ' FOUNDATION

Resilient real assets Fragile, prone to crashes
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tHTHE MIRAGE OF THE STOCK BUYBACK
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'~ EARNINGS
PER SHARE

0
1. The company uses 2. It buys its own 3. The number of 4. EPS mathematically
spare cash [or takes shares on the open available shares is inflates, triggering
out a loan). market. reduced. CED bonuses.

The Reality: No new product was invented.
No factory was built. No worker received a raise.
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Local Suppliers 5

Money made through production
circulates, requiring broad human
participation. y

Corporate
Revgnue
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L Money made through financialization is “parked,”
' isolating wealth from the real economy.

High-End Real Estate
& Offshore Funds |

I
| |
|I|I|I|I|III[III|I|I|Ilrlllrll|I'|Ii|]||'||||||||l|'||||l|IIIrI|’I|I|'I|I|I|I|I|I|IJI|III|I|I|I|I|1|1lllllllllllﬂww




1982 Legalized the Engine of Extraction

(Pre-1982)

Stock buybacks were
largely considered a
form of illegal market
manipulation.

Success required
building things.

}@ x

(Post-1982)

The creation of a
“safe harbor" allowed
companies to buy
their own shares
without legal reprisal.

Success could now be
engineered entirely
through accounting.
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" The Viclous Cycle of Rent Seeklng
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Lohby for Tax Breaks 1|

Seek government
policy changes.
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Redirect Savings

Use tax savings for
buybacks, not factories
or wages.

Reinvest in Influence

Use inflated personal and
corporate wealth to secure
the next loophole.

Banning buybacks breaks the
structural link at Node 2,

destroying the primary financial
incentive for corruption.
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The One-Two Punch by Industry Sector

Lobbying vs Extraction

Data

Pharmaceuticals - The Protectors.

Lobby to protect pricing -> Buybacks
harvest the protected profit.

Spent $384M on lobbying to protect
drug pricing, allowing top firms to
funnel $56B into buybacks/dividends
(exceeding R&D).

Big Tech - The Dominators.

Surging lobbying against Al/antitrust
regulation protects cash reserves.

Funds record-breaking extractors,
such as Apple's $110B buyback
program.

Finance - The Liquidity Seekers.

Lobby to lower safety capital -> Buybacks
immediately harvest the liquidity.

Lobbying to lower post-2008 safety

requirements instantly triggers
massive bank buyback sprees.




System Failure Part I The Innovatlon Trap

The Extraction . The Collapse

$43 Billion —;

The Boeing Warning: From 2013-2019, Boeing | The shift from ‘engineering-first’ to finance-first’

dwerted roughly $43 billion into stock buybacks. | Starved aircraft development and safety testing, |
leading to catastrophic real-world failure |

The Short-Termism Bias: Hitting 10-minute EPS targets takes precedence over 10-year R&D cycles.
(See also: Intel losing the global manufacturing lead to overseas competitors while spending tens of billions on buybacks).
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System Failure Part |l: Decoupling and the Wage Gap &
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Every dollar spent on buybacks is a dollar
directly diverted from wages, health coverage,
and childcare.

Corporate profits funneled into stock buybacks represent a
direct subtraction from the pool of resources available for
employee compensation and benefits, effectively prioritizing
financial engineering over workforce well-being.

Productivity

The Retail Reality: The cash major retailers
spend on buybacks in a single year could often
fund a $5/hour raise for every hourly worker.

The Great Divergence:
1979-1980s |
The Decoupling Gap: <~
" Extracted Value In many cases, the massive sums allocated to buybacks by

' 1 large retail corporations far exceed the cost of providing
substantial wage increases to their frontline staff, illustrating
a clear choice between enriching shareholders and investing
in the workforce.

Tightly Coupled Growth

The Wealth Transfer: With the top 10% of
households owning nearly 90% of the stock
market, buybacks systematically transfer wealth
from value-creators to value-extractors.

Worker Pay

As stock buybacks artificially inflate share prices, the
financial benefits disproportionately accrue to the wealthiest
households who own the vast majority of corporate equities,
while the actual value-creators, the workers, see stagnant
wages, exacerbating economic inequality.
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System Failure Part lll: The Erosion of the Social Fabric
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Warning Red
extraction node

Footloose
Corporations

Companies cease being
local anchor
institutions. Factories
are gutted to fund
buybacks, resulting in
community collapse and
"deaths of despair”.
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Political Cynicism
Citizens watch
corporations use public
tax breaks to enrich
executives while local
infrastructure crumbles,
cementing the belief that
the system is rigged.

juuuuuuyl
—

L B |

Social
Polarization

Stock-based extreme
wealth concentration
physically and socially
divides the elite from
the majority, destroying
the shared empathy

required for democracy. (} e
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Policy Scenarios: The Debate Over a Ban
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The Argument For:
Redirecting Dead Capital
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Ends the cannibal cycle.
=

Leaves cash on the balance sheet,
forcing boards to choose between

idle cash or reinvestment in plants,
equipment, and worker training.
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The Argument Against:

The Efficiency Counter-Point

(]

o, Could trap capital in dying
ool industries, leading to wasteful /éé
“empire building.”

oo

-"’% Cash might simply shift to higher
E‘@ dividends or monopolistic M&A.
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The “Salami Slicing” Path to Reform

Outright bans face massive lobbying resistance, but reform is occurring through an

Incremental “death by a thousand cuts.”
e 1l

The 2022 implementation of a 1% excise tax,
with active proposals to increase to 4%,
making buybacks economically irrational
compared to reinvestment.
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Legal precedents set during COVID-19
(airline bailouts) and proposed bans
for defense contractors.

The SEC pushing for daily reporting to
expose real-time stock manipulation.
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A Blueprint for Rebuilding Real Success

Capital behaves like water; it follows the path of least resistance. To revive industry, we must alter the incentives.
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Modification Order 2
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Modification Order 3

=

2. Close Debt
Loopholes

L4

3. Realign Executive

Compensation
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: Z Modification Order 1 ;
| T
g 1. Disincentivize é
é Financial Z
é Engineering 7
| U !
<> Tax or ban buybacks to B

restrict the primary vehicle
for extraction.

1

End interest deductibility
that makes it "free" for
companies to take on debt
strictly to pay shareholders.

Link CEO pay to actual
production metrics—safety,
product quality, and worker
retention—rather than
easily manipulated Earnings
Per Share (EPS).
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Changing the Plumbing
.

S i i
EXTRACTION / = il >‘
FINANCIALIZATION - =

>, UNIFIED VALUE
~~" CREATION

|

PRODUCTIVE LIl
ECONOMY / REAL VALUE i

“Capital is like water; it follows the path of least resistance.

To rebuild the real economy, we must change the plumbing.”
L — Aleksandar Adzic
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