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ABSTRACT

This paper examines how Perpetual Social Capital (PSC) reshapes political and institutional
incentives across public-good systems. Whereas existing research formalises PSC as a fourth
capital class with zero-interest, non-liability, soft-repayable, and indefinitely recyclable
properties, its political economy implications remain undertheorised. Using a public-choice and
institutional economics framework, this paper analyses how PSC alters the distribution of
budgetary authority, weakens fragility-based mechanisms of control, reduces dependency on
discretionary grant power, changes donor psychology, and enhances institutional autonomy.

By removing interest liabilities, eliminating enforceable repayment obligations, and enabling
multi-cycle capital regeneration, PSC introduces an alternative political equilibrium in which
frontline institutions gain long-horizon planning autonomy and donors shift from short-term
reputational giving to perpetual-capital stewardship. The paper explores how treasury
departments, bureaucracies, philanthropic actors, and institutional leaders respond when
financial scarcity is partially displaced by regenerative cycles of capability.

We argue that PSC functions not only as a financial innovation but as a governance
technology: it redistributes power, transforms incentives, and attenuates political gatekeeping.
Through comparative analysis of debt, grants, and regenerative capital, we show that PSC
reduces systemic fragility and shifts institutions toward stable multi-decade equilibria. The
conclusion situates PSC as a mechanism with inherently political consequences, altering the
incentive structures that shape public-good provision.
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1. Introduction

Capital Structures as Political Instruments; PSC as Incentive-Reconfiguring Architecture

Economic institutions are not neutral allocative devices; they are embedded political structures
that distribute authority, shape behaviour, and condition the feasible space of institutional action.
Capital itself operates as a governing technology: through debt, it disciplines; through equity, it
allocates control and residual rights; through grants, it bestows discretionary favour. The
architecture of capital therefore constitutes a political economy of constraints and permissions
— determining who holds power over budgets, which actors exercise veto authority, and how
institutional autonomy is expanded or foreclosed.

In public-good systems, where mission-driven entities operate under structural fragility, these
capital architectures impose particularly acute political consequences. Debt introduces liabilities
and binds institutions to lenders, exposing them to covenant discipline, refinancing cycles, and
interest-rate shocks. Grants and philanthropic transfers, though benign in appearance, confer
agenda-setting power on donors and foundations, and generate temporal instability through
their single-cycle, non-recurring nature. Both forms—debt-as-discipline and
grants-as-discretion—become instruments through which external actors exert influence over
institutional agendas, managerial priorities, and long-horizon planning horizons.

Recent developments in regenerative capital theory argue that this triad of capital forms is
incomplete. Perpetual Social Capital (PSC)—defined as PSC’s structural invariants
(zero-interest, non-liability, soft repayment, multi-cycle regeneration) capital that regenerates
across cycles—has been formally articulated as a fourth capital class distinct from debt, equity,
and grants . While the existing PSC literature has focused primarily on the mathematical,
financial, and systemic properties of regenerative capital, its political economy implications
remain undertheorised. Yet the incentive effects of PSC—its capacity to remove leverage
constraints, alter donor decision-making, weaken discretionary gatekeeping, and change the
distribution of control within public and philanthropic systems—are arguably as transformative
as its financial mechanics.

The central premise of this paper is that PSC is not merely an alternative financing instrument
but an incentive-shifting and power-reallocating mechanism. By removing interest
obligations and eliminating enforceable liabilities, PSC attenuates the disciplinary function of
debt. By preserving principal and enabling multi-cycle reuse, it dissolves the temporal
monopolies of grant-making and reduces the structural dependence of mission-driven
institutions on philanthropic discretion. In doing so, PSC reconfigures the political landscape of
public-good finance: who controls capital, on what terms, and over what time horizon.

Three claims follow from this premise:

1. Capital structures encode political power: debt, equity, and grants each impose
distinct behavioural logics and hierarchies within institutions.



2. PSC weakens fragility-based mechanisms of control: by removing interest-bearing
liabilities and enabling perpetual capital cycles, PSC reduces the leverage of external
funders, bureaucratic gatekeepers, and treasury constraints.

3. PSC enables new political equilibria: institutions gain autonomy, donors shift from
reputational consumption to long-term stewardship, and governments may experience
reduced fiscal volatility as PSC introduces regenerative cycles into public expenditure.

Where the companion Perpetual Social Capital: A Fourth Capital Class Enabling Multi-Cycle
Social Value Creation paper demonstrates that PSC outperforms grants for any recycling rate
R > 0, may rival debt under moderate recycling, and strengthens balance sheets while reducing
fragility , this paper interrogates the institutional behaviour and political incentives implied by
those results. Regenerative capital, in other words, not only changes system-level financial
dynamics; it restructures the political economy of public-good provision.

The remainder of the paper proceeds as follows. Section 2 analyses how traditional capital
forms operate as mechanisms of power, constraint, and bureaucratic control. Section 3 shows
how PSC alters these dynamics by removing coercive levers and redistributing agency to
frontline institutions. Section 4 examines the bureaucratic behaviour induced by soft obligations
and multi-cycle capital. Section 5 analyses donor incentives and the political sociology of
philanthropy under regenerative conditions. Section 6 applies a public-choice lens to
government budgeting and inter-departmental dynamics under PSC. Section 7 outlines political
risks and potential resistance from actors embedded in the status quo. Section 8 sketches the
emergent equilibrium generated by widespread PSC adoption. Section 9 offers historical
analogues and institutional precedents. Section 10 concludes with normative and governance
implications.

1.1 Contribution Summary

This paper makes three core contributions. First, it develops the inaugural political economy of
regenerative capital, offering a structured account of how capital design reshapes incentives,
authority, and institutional behaviour. Second, it demonstrates how Perpetual Social Capital
(PSC) alters the distribution of power across donors, treasuries, bureaucracies, and frontline
institutions by removing liabilities, eliminating interest extraction, and enabling multi-cycle capital
regeneration. Third, it shows that PSC introduces a new political equilibrium characterised by
decentralised autonomy, diminished fragility-based control, and stable multi-decade capability
formation.

1.2 Methodology

This paper employs a conceptual political-economy methodology combining incentive-based
institutional analysis, comparative governance theory, and formal capital dynamics grounded in
the PSC model. It synthesises insights from public finance, organisational sociology, and
political behaviour to infer system-level political equilibria implied by regenerative capital. The



approach is intentionally theoretical but anchored in the mathematical structure of PSC,
enabling clear derivation of political consequences from capital design.

This paper should be read alongside the companion modelling paper, Ghadamian (2025a),
which formally derives the PSC equations, system value multipliers, and dynamic capital
trajectories. Together, the modelling paper (Ghadamian 2025a) and the present
political-economy analysis (Ghadamian 2025c) constitute a unified theoretical foundation for
regenerative capital.

5 Figure 1: Political Properties of Capital Forms Paper Table 1

Comparative analysis of how different capital structures allocate power and authority

Capital Form Extractive? Depletive? Liabilities? Gatekeeping Control Rights Political Effect

Debt X v X Medium-High Low-Medium Disciplinary leverage and fragility

Equity X v v Medium High Governance extraction and privatised authority
Grants v X v Very High Low-High* Discretionary power via scarcity

PSC v v v Low (declining) Low-Medium Decentralised, autonomy-enhancing regeneration

* Grants have low formal control rights but high agenda-setting power through conditionality and renewal risk.

2. The Institutional Politics of Traditional
Capital
Debt as Discipline, Grants as Discretion, and Fragility as a Mode of Control

Capital structures do not merely finance institutions; they govern them. Every capital form
encodes a specific political logic—who holds authority, who bears risk, and which actors
possess veto power. Traditional capital classes shape institutional behaviour not only through
economic constraints but through hierarchical, bureaucratic, and political channels. This section
examines how debt, equity, and grants allocate power within public-good systems, and why
these structures render mission-driven institutions structurally dependent on external actors.

2.1 Debt as Disciplinarian

Debt is the canonical mechanism through which external actors impose discipline on
institutions. Because debt introduces hard repayment obligations, it transforms operational
volatility into political vulnerability. Interest payments and covenant requirements constrain
budgetary autonomy, redirect managerial attention toward compliance, and shift institutional
priorities toward short-term cashflow preservation.



In public-good institutions—hospitals, councils, universities, community organisations—debt
operates as a political tool in at least four ways:

1. Covenantal leverage: Creditors gain de facto influence over strategic decisions through
coverage ratios, refinancing conditions, and covenant compliance.

2. Budget compression: Mandatory repayments crowd out service provision, creating
political trade-offs that can be exploited by treasury departments, boards, or oversight
bodies.

3. Fragility amplification: As documented in the PSC model, liabilities systematically
weaken balance sheets and increase exposure to shocks .

4. External veto power: Lenders retain the implicit right to withdraw, restructure, or refuse
future credit, granting them influence far beyond the financial transaction.

Debt thus induces a disciplinary political economy, where institutional autonomy contracts as
leverage rises. For mission-driven entities operating on thin margins, debt becomes a durable
mechanism of external control.

2.2 Equity as Governance Transfer

Equity is structurally incompatible with most public-good institutions, but where it appears (e.qg.,
hybrid ventures, spin-outs, commercialised arms), it introduces governance extraction rather
than financial discipline. Equity capital confers:

ownership rights,

strategic influence,

residual claims on surplus, and

control rights via boards or shareholder agreements.

Equity fundamentally shifts power away from mission-aligned governance structures toward
capital providers who may not share the institution’s objectives. For public-good systems, equity
imposes a political logic of privatised authority, which is directly at odds with public mandates.
Even when deployed sparingly, it forces institutions to navigate dual accountability
systems—one grounded in mission, the other in capital returns.

2.3 Grants as Discretionary Power

Philanthropic and government grants appear benign but operate as mechanisms of
discretionary political authority. Because grants are single-cycle and non-recurrent, they
confer agenda-setting power to those who control the flow of funds. Grant makers—whether
public treasuries or philanthropic elites—gain influence not through formal governance rights but
through:

e conditionality (explicit or implicit),
e renewal risk,



e timing and political favour,
e eligibility criteria, and
e reputational dependence.

Grants produce a form of soft hierarchy: institutions must align narratives, programs, and
reporting structures with donor preferences to maintain access. As the PSC paper notes,
philanthropic capital is structurally depletive and therefore requires continuous replenishment .
This creates a cycle of dependency in which institutions adapt behaviour to secure future
grants, even when this misaligns with mission or long-run capability needs.

In this political landscape, scarcity is power. Because capital disappears after each use,
donors and treasuries retain permanent gatekeeping authority.

2.4 Bureaucratic Gatekeeping and Capital Scarcity

Scarcity amplifies bureaucratic power. In public finance, bureaucracies mediate access to
limited capital through evaluation frameworks, approval pipelines, and compliance mechanisms.
This introduces several political-economy features:

1. Hierarchical control: Senior bureaucrats allocate scarce capital; frontline institutions
compete for attention, legitimacy, and alignment.

2. Risk aversion: Officials favour established programs or politically salient projects,
leading to chronic underinvestment in long-term capability.

3. Symbolic compliance: Institutions shape proposals to bureaucratic preferences rather
than actual need.

4. Temporal compression: Short budget cycles force annual justification rituals,
preventing multi-decade planning horizons.

Capital scarcity thus becomes a bureaucratic asset—it consolidates power in the administrative
centre and weakens autonomy at the operational edge.

2.5 Fragility as a Mode of Control

Fragility itself functions as a political instrument. When institutions operate under conditions of:

tight cashflow,
unpredictable grant cycles,
binding debt service,

and limited reserves,

they become highly dependent on external funders. Fragility disciplines behaviour: institutions
must cooperate, remain compliant, and prioritise funder-aligned objectives to access future
capital.



The PSC model demonstrates that fragility is endogenous to traditional capital structures—debt
imposes liabilities and interest burdens, grants destroy capital, and equity extracts governance

power . These extractive or depletive dynamics create a structural environment in which capital
scarcity reinforces political hierarchy.

Key insight: Traditional capital structures do not merely finance public-good institutions; they
discipline them. Debt, equity, and grants encode distinct hierarchies of control, and institutional
fragility is endogenous to their design rather than an exogenous constraint.



Table 1. Comparative political properties of capital forms.

claims)

Capital Extractive? Depletive? Liabilities? Discretionary Governance / Political effect
form gatekeeping? control rights?
Debt Yes (interest) | No (principal Yes (hard) Medium-high (access | Low—medium Disciplinary leverage and
preserved) to credit) (via covenants) | fragility
Equity Yes (surplus No No (but Medium (capital High (board, Governance extraction and
claims) ownership access, follow-on voting) privatised authority
rights) rounds)
Grants No (no Yes (capital No Very high Low (formal), Discretionary power via
financial destroyed) (single-cycle control, | high scarcity
extraction) renewals) (agenda-setting)
PSC No (zero No (capital No (soft Low (initial Low (formal), Decentralised,
interest, no regenerates) obligations allocation), declining | low—medium via | autonomy-enhancing
surplus only) over time norms regeneration




3. How PSC Reconfigures Power

The Political Consequences of Non-Liability, Non-Extractive, Multi-Cycle Capital

Perpetual Social Capital (PSC) is not merely a financial innovation; it is a power-reconfiguring
institutional technology. Because PSC removes interest, eliminates enforceable liabilities,
and replaces single-cycle depletion with multi-cycle regeneration, it alters the foundational
political incentives governing public-good systems. The result is a redistribution of agency away
from donors, creditors, and bureaucratic gatekeepers, and toward frontline institutions that
execute mission-critical work.

PSC does not create true post-scarcity dynamics. Total capital remains bounded by the initial
allocation and the realised recycling rate R. When R < 1, the capital base ultimately decays,
albeit far more slowly than under grant-based systems. PSC therefore operates under a
scarcity-attenuation logic, not a post-scarcity condition. This distinction is crucial to avoid
overstating PSC’s capacity or inducing over-allocation risks by policymakers.

Where traditional capital embeds scarcity and fragility—and thereby consolidates
authority—PSC introduces a reduced-scarcity logic: capital recurs across cycles and therefore
diminishes the political salience of annual scarcity, even though total capital remains finite. This
section analyses the political mechanisms through which PSC reshapes authority and
institutional behaviour.

s» Figure 2: Power Distribution Under PSC Paper Section 3

PSC redistributes authority away from external gatekeepers toward frontline institutions
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3.1 Removal of Leverage Constraints

Debt creates political leverage because institutions become subject to creditor discipline. PSC
removes this entirely. PSC’s zero-interest, non-liability structure means:

there are no covenants,

no refinancing risks,

no compliance burdens tied to repayment,

no creditor veto points, and

no leverage ratios affecting operational choices.

The PSC model shows mathematically that capital evolves as Cn = CORn_l, with no

corresponding liability term on the institutional balance sheet .

The political effect is profound: institutions no longer operate under the implicit threat of creditor
withdrawal. This eliminates one of the strongest forms of external control in public and nonprofit
systems.

3.2 Removal of Interest as a Political Lever

Interest is not a financial artefact; it is a coercive mechanism. It forces prioritisation of cashflow
over mission, and channels institutional surplus toward external capital holders. PSC eliminates
interest entirely.

The absence of interest payments:

deprives external actors of a mechanism to extract value,
prevents budgetary tightening during crises,

removes a political tool for enforcing austerity,

converts financial outflows into mission-aligned recycling, and
disentangles institutional priorities from macroeconomic volatility.

In effect, PSC de-financialises the political relationship between funders and institutions.
Budgetary autonomy increases because institutions do not face the chronic cashflow
compression induced by interest servicing.

3.3 Reduction of Discretionary Grant Power

Grants confer political authority through renewal risk: donors and treasuries exert influence by
determining which institutions receive capital and when. PSC undermines this discretionary
power by ending the single-cycle logic of grants.

Under PSC:



capital is preserved,

capital is returned softly,

capital recycles into new deployments, and

the same dollar supports multiple institutions across time.

Thus, donor or treasury influence over capital access is diluted by time. Grantmakers no
longer monopolise the flow of new capability. Instead, the system becomes self-regenerating,
weakening the political salience of discretionary allocations.

The PSC model demonstrates that even modest recycling rates (e.g., R = 0.5-0.8) generate
multi-cycle capital flows far exceeding one-shot philanthropic injections . This strips traditional
funders of the power that comes from annualised scarcity.

3.4 Redistribution of Agency to Frontline Institutions

Because PSC retains capital within mission-driven systems, frontline institutions accumulate
agency across cycles. This manifests in four political shifts:

1. Temporal autonomy: Institutions can plan beyond annual budget cycles and donor
calendars.

2. Strategic autonomy: Investment decisions are no longer constrained by donor
preferences or credit conditions.

3. Operational autonomy: Capital availability stabilises, allowing institutions to optimise
capability rather than react to volatility.

4. Collective autonomy: Federated PSC pools enable institutions to co-govern capital,
reducing hierarchical asymmetries.

PSC redistributes authority toward the operational edge.

O Figure 4: Four Dimensions of Institutional Autonomy Paper Section 3.4

How PSC enables multi-dimensional institutional independence
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3.5 Multi-Cycle Capital as Autonomy-Enhancing

Traditional capital structures—debt, grants, equity—generate single-cycle dependencies. PSC
replaces these with multi-cycle autonomy.

Multi-cycle capital:

breaks the renewal dependence inherent in grant systems,
eliminates the leverage dependence inherent in debt systems,
avoids the governance dependence inherent in equity systems, and
allows institutions to accumulate capability without losing control.

The regenerative nature of PSC creates an internal capital commons that is governed through
norms and transparency rather than through hierarchy and coercion.

This represents a shift from externally imposed capital power (controlled by creditors, donors, or
bureaucrats) to endogenous capital power (generated through institutional cooperation and
recycling).

3.6 Summary

PSC reconfigures the political economy of public-good systems through five mechanisms:

1. It removes leverage.
No creditor power, no covenant discipline, no refinancing constraints.
2. It removes interest extraction.
Eliminating a central tool of fiscal dominance.
3. It undermines donor and treasury discretion.
Multi-cycle capital weakens single-cycle gatekeeping.
4. It restores agency to frontline institutions.
Capital power moves downward into the operational domain.
5. It establishes autonomy-enhancing capital cycles.
Regeneration displaces fragility as the organising logic of capital.

Together, these shifts weaken the traditional hierarchy of capital and establish a less coercive,
more mission-aligned distribution of authority. PSC thus functions as a political decentralisation
technology embedded within a financial instrument.

Key insight: PSC functions as a decentralisation technology embedded in a financial instrument.
By removing liabilities, eliminating interest, and regenerating principal, it dissolves
leverage-based control and reallocates capital power to frontline institutions.

3.7 The Limits of Depoliticisation



PSC weakens the ongoing political control exerted through renewal cycles, interest-bearing
liabilities, and grant discretion. However, it does not depoliticise the initial allocation of capital.
The decision to allocate C  remains a contestable political act, especially where institutions
compete for early inclusion. Without explicit design safeguards, PSC could entrench advantage:
early, well-established institutions may gain permanent autonomy while smaller or marginalised
organisations remain locked in fragile capital cycles.

Therefore, PSC requires a fairness architecture for initial allocation—e.g., transparent criteria,
equal-access baseline pools, or phased entry models—to avoid creating a two-tier regime of
“regenerative” versus “dependent” institutions.

4. PSC and Bureaucratic Behaviour

Soft Obligations, Budget Smoothing, and the Transformation of Administrative Incentives

PSC does not merely change the financial profile of institutions; it transforms the bureaucratic
incentive structure under which they operate. Bureaucracies—whether within government,
large nonprofits, or institutional governance bodies—mediate capital access, regulate spending,
and enforce compliance. Their behaviour is shaped critically by the nature of the capital they
control.

Under traditional capital forms, bureaucratic power is derived from scarcity, liability,
discretion, and volatility. PSC weakens each of these pillars. Because PSC capital
regenerates, imposes no liabilities, and is governed through soft norms, it induces a distinct
bureaucratic equilibrium characterised by higher autonomy, reduced compliance burden, and
altered political incentives.

4.1 Soft Obligations as Behavioural Architecture

PSC’s soft-repayable design replaces coercive enforcement with norm-based governance.
Repayment expectations are clear but non-liability, creating a behavioural rather than legal
mechanism for capital integrity.

This induces several bureaucratic effects:

1. Shift from enforcement to stewardship:

Bureaucrats no longer police repayment schedules under threat of penalty. Their role
shifts toward monitoring recycling behaviour, supporting institutional capability, and
maintaining transparency.

2. Reduced conflict:

Because repayment cannot trigger insolvency or legal breach, bureaucracies face fewer

adversarial interactions with institutions.



3. Reputation-based compliance:
As PSC depends on realised recycling rates R, bureaucratic actors become curators of
norms rather than agents of coercion.

4. Strategic alignment:
Soft obligations push bureaucracies to align capital cycles with mission outcomes rather
than cashflow or compliance constraints.

Where debt bureaucracies operate through coercive oversight, PSC bureaucracies operate
through cooperative optimisation.

4.1.1 Addressing Moral Hazard and Free-Riding

While soft obligations avoid the coercive burdens of debt, they introduce the risk of moral
hazard: institutions may under-recycle capital if short-term liquidity constraints dominate
long-term stewardship incentives. To address this, PSC systems require non-coercive but
credible incentive structures. These include:

1. Transparency-based discipline: institution-level recycling histories are visible to other
participants, enabling reputational enforcement (a mechanism observed in commons
systems).

2. Tiered future access: institutions with persistently low realised recycling rates (R)
receive reduced access to future PSC rounds, creating an incentive-compatible “soft
consequence”.

3. Federated peer governance: multi-institution pools can collectively set expected
recycling ranges, monitor variances, and implement cooperative corrective measures.

4. Cycle-based reviews: periodic assessments tie future PSC access to long-run mission
alignment rather than one-cycle behaviour.

These mechanisms ensure that soft obligations retain behavioural force without reintroducing
legal liability. PSC thereby maintains non-coercive integrity while mitigating free-rider problems.

4.2 Budget Smoothing and Reduced Volatility

Traditional capital structures produce fiscal volatility: interest payments escalate during
downturns, grant cycles expire abruptly, and budget lines fluctuate with political priorities. PSC
introduces a radically different temporal logic.

Because capital is:

non-liability,

interest-free,

recyclable across cycles,

and not bound to annual budget resets,

institutions experience smoother capital availability. Bureaucracies adapt in predictable ways:



Less defensive budgeting:

Without looming repayment obligations, bureaucrats allocate capital with less fear of
future shortfalls.

Reduced financial firefighting:

The typical administrative crisis—managing the intersection of cashflow shocks,
expiring grants, and liability schedules—diminishes significantly.

Intertemporal planning:

PSC allows administrators to plan capital formation over multi-year or multi-decade

, -1 :
horizons, because cycles Cn = CORn guarantee non-zero future capital .

Smoother expenditure profiles:
Institutions can align PSC cycles with asset lifetimes, creating predictable replacement
windows instead of reactive capital crises.

The disappearance of volatility reduces bureaucratic power derived from scarcity and
uncertainty, yielding a more stable administrative equilibrium.

4.3 Incentive Compatibility and Mission Alignment

Under debt and grants, bureaucracies face conflicting incentives:

Debt: enforce compliance, preserve credit metrics, minimise fiscal risk.
Grants: manage depletion, justify renewal, and maintain political favour.

These incentives can diverge sharply from institutional mission.

PSC realigns bureaucratic incentives with institutional objectives:

1.

2.

Recycling rates as shared interest:

Bureaucrats and institutions both benefit from higher R. The system grows, institutional
capability expands, and workload stabilises.

Aligned capital and mission:

Because PSC capital strengthens institutions rather than depleting or indebting them,
bureaucrats no longer face the contradiction of enforcing obligations that weaken
mission delivery.

Reduced perverse incentives:

PSC removes incentives to hoard surplus to meet debt covenants, or to distort project
design to satisfy grant requirements.

Collective optimisation:

Bureaucracies become partners in enhancing the system-wide value multiplier rather
than gatekeepers rationing scarce funds.

In PSC'’s political economy, mission alignment replaces compliance optimisation.

4.3.1 Bureaucratic Resistance and Shadow Re-Coupling Risks



The transition from gatekeeping to stewardship is not automatic. Bureaucracies derive
institutional power from controlling scarce resources, and PSC may be perceived as weakening
this authority. As a result, treasuries and administrative bodies may attempt “shadow
re-coupling” by imposing reporting requirements, implicit performance covenants, or soft caps
that mimic traditional financial controls. These behaviours risk reintroducing fragility and
undermining PSC’s autonomy-enhancing effects.

To prevent shadow re-coupling, PSC deployments require:

e Clear statutory or policy boundaries defining PSC as non-liability capital.

e Cycle constitutions (RCA principle) that prohibit after-the-fact reattachment of political
or treasury cycles.

e Transparency-led oversight rather than discretionary approval processes.
Recognising bureaucratic resistance as endogenous to political systems strengthens
the realism and implementability of PSC.

4.4 Institutional Autonomy and De-Hierarchisation

The hierarchical structure of public-good systems is sustained by capital
dependence—institutions rely on central agencies for approval, funding, and renewal. PSC
weakens these hierarchical dependencies.

Four autonomy effects emerge:

1. Operational autonomy:

Institutions no longer require permission to access capital for each cycle; regeneration

guarantees baseline capability.
2. Budgetary autonomy:

Because PSC does not impose liabilities, institutions retain control over their financial

trajectory.
3. Strategic autonomy:

Long-horizon capability planning becomes credible, decoupling institutional strategy

from annual political cycles.
4. Relational autonomy:

Bureaucratic relationships shift from hierarchical oversight to networked co-governance.

PSC’s multi-cycle logic thus de-hierarchises public-good finance. Power flows downward toward
the operational layer where value is produced.

4.5 Bureaucratic Downsides and Adaptation

PSC reduces many forms of bureaucratic power, but this does not uniformly simplify
administrative behaviour. Instead, it generates new adaptation challenges:



Monitoring norms rather than enforcing contracts requires new skill sets.
Managing federated capital pools demands coordination across institutions.
Handling imperfect recycling requires adaptive rather than punitive processes.
Transparency requirements may increase reporting demands even as coercive
oversight shrinks.

Thus PSC bureaucracies operate under a lighter but more relational administrative load.

4.6 Summary

PSC transforms bureaucratic incentives through structural changes in capital design:

Soft obligations shift behaviour from coercion to stewardship.

Budget smoothing reduces volatility and administrative crisis cycles.
Incentive compatibility aligns bureaucracies with institutional mission.
Autonomy-enhancing capital erodes hierarchical gatekeeping.
Bureaucratic functions migrate from enforcement to coordination.

Where traditional capital systems strengthen centralised control through scarcity and fragility,
PSC fosters a distributed political equilibrium built on regeneration, transparency, and
cooperative norms.

Realised recycling rates vary with institutional liquidity, sectoral volatility, and governance
capacity. The PSC model distinguishes between the theoretical R (the system’s structural
parameter) and the realised R (the behavioural output of institutions). The political economy of
PSC requires acknowledging that realised R will fluctuate and may deteriorate under fiscal
stress. PSC’s governance architecture must therefore stabilise R through norms, federated
oversight, and transparent cycle expectations rather than assuming high realised performance.

5. Donor Behaviour Under PSC

From One-Shot Giving to Perpetual Stewardship: A Political Sociology of Philanthropic
Incentives

Philanthropy is not merely an allocative activity; it is a political act embedded in status
hierarchies, reputational economies, and governance structures. Traditional philanthropy
confers power because capital disappears after use. Donors control access to new capital each
cycle, and this gatekeeping function generates influence. PSC fundamentally alters this political
economy by introducing a regenerative mechanism in which capital outlives the donor’s discrete
act of giving and continues to cycle independent of donor discretion.



This section examines how PSC restructures donor incentives, diminishes the political value of
discretionary control, and transforms philanthropy from a prestige-oriented, event-driven
practice into a system of long-horizon institutional trusteeship.

2 Figure 3: Donor Psychology Transformation Paper Section 5

From one-shot reputational giving to perpetual-capital stewardship

Dimension Traditional Philanthropy Under PSC

Time Horizon Single cycle Multi-decade
Control Mode Discretionary renewal Initial stewardship
Prestige Source Naming rights, visibility Systemic impact
Relationship Hierarchical dependency Partnership
Fatigue Risk High (renewal burden) Low (one-time act)
Value Focus Project metrics Capability building

Key Insight: From Status to Structural Philanthropy

PSC transforms donors from episodic benefactors seeking visible recognition into perpetual stewards of institutional capability. Donations become embedded
in "institutional DNA" rather than commemorated through naming rights. This represents a shift from performative prestige to systemic impact.

5.1 From One-Cycle Giving to Perpetual Capital
Formation

Traditional philanthropy produces a single burst of institutional capability: capital is deployed,
consumed, and must be replaced. This creates a philanthropic monopoly over replenishment.
Donors effectively own the temporal rhythm of institutional investment.

PSC breaks this monopoly. Because capital recycles according to

n—1
Cn = COR

a single contribution can generate dozens of deployment cycles across decades, contingent
only on soft repayment behaviour. The donor’s influence becomes temporal rather than
episodic: the initial act sets in motion a multi-cycle institutional strengthening process that
persists without further donor intervention.

This reduces the donor’s power to shape outcomes in each cycle, diminishing the political
leverage inherent in traditional grantmaking.

5.2 New Incentives for Donor Engagement



Although PSC reduces donor gatekeeping power, it introduces new positive incentives that are
absent in traditional philanthropy:

(1) Leverage-per-dollar intuition

Under PSC, the realised System Value Multiplier (SVM) increases dramatically with even
modest recycling rates, producing far greater long-run value than one-shot giving. The PSC
model explicitly demonstrates multipliers of 7-51x over 30 years for realistic recycling
parameters .

This gives donors a leverage-maximising rationale that does not depend on extraction or
control.

(2) Stewardship rather than intervention

Because capital regenerates independent of donor commands, donors adopt a posture of
institutional stewardship: they become founders of perpetual systems rather than sponsors of
discrete projects.

(3) Reduced donor fatigue

Traditional philanthropy tends toward “renewal fatigue”: donors are repeatedly asked to fund the
same needs due to capital depletion. PSC eliminates this recurring burden, replacing it with a
single, durable act.

(4) Alignment with modern values
PSC aligns with contemporary philanthropic norms that prioritise:

long-term impact,

system-level change,

equity and inclusion,

reduced power asymmetries,
and ethical non-extractiveness.

Thus PSC appeals not only to technocratic efficiency but to shifting cultural expectations around
philanthropy.

5.3 Decline of Naming-Rights Prestige

Naming rights, donor plaques, and reputational visibility arise precisely because capital is
scarce and depletes after each use. PSC undermines the logic behind such prestige
mechanisms.

With PSC:



capability persists across cycles,

capital cycles outlast specific donor identities,

attribution becomes diffuse,

and the political value of symbolic recognition diminishes.

Donors gain systemic rather than performative prestige. Their contribution becomes embedded
in an institutional commons rather than a single building, room, or program. This represents a
shift from status philanthropy to structural philanthropy.

5.4 Emergence of Long-Termist Philanthropic Norms

Traditional philanthropy valorises immediacy: rapid deployment, visible impact, short-cycle
reporting. PSC induces long-termist norms because impact compounds across cycles and
cannot be fully captured in the first deployment.

We observe three normative shifts:

(1) From episodic giving to endowment-like contribution

Donors conceptualise their contribution as part of an enduring capital base rather than as a
consumable gift.

(2) From project-driven to capability-driven evaluation

PSC encourages donors to value durable institutional strength, not short-term program metrics.

(3) From visibility to embeddedness

Contributions become integrated into the “institutional DNA,” yielding a quiet form of influence
that is less public but more persistent.

PSC thus supports a philanthropy of permanence rather than spectacle.

5.5 Redistribution of Philanthropic Power

PSC systematically reduces the discretionary authority and political leverage donors traditionally
hold. As capital regenerates:

donors lose the ability to dictate programmatic direction,
institutions no longer depend on recurring gifts,

power asymmetries diminish,

and philanthropic governance practices become less hierarchical.

Donors become initiators, not owners, of institutional trajectories.



5.6 Summary

PSC reorders the political sociology of philanthropy in five structural ways:

Converts one-cycle giving into perpetual capital formation.

Introduces new donor incentives rooted in leverage, longevity, and system-level value.
Undermines prestige mechanisms tied to scarcity and capital depletion.

Shifts philanthropic norms toward long-term stewardship and capability-building.
Reduces donor gatekeeping power, enabling more equitable institutional relationships.
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Where traditional philanthropy allocates control through depletion, PSC allocates influence
through regeneration. Donor power becomes softer, more distributed, and more aligned with
institutional mission rather than donor preference.

6. Government Dynamics

Treasury Behaviour, Interdepartmental Politics, and the Depoliticisation of Capital Allocation
under PSC

PSC alters not only institutional and donor incentives but also the macroeconomic and
bureaucratic behaviour of governments. Public finance is inherently political: capital
allocation decisions determine which institutions receive power, which priorities dominate the
policy agenda, and how fiscal authority is exercised across departments. Traditional capital
forms—taxation, debt, and grants—structure this landscape through scarcity, volatility, and
hierarchy.

PSC introduces a regenerative, non-liability capital mechanism that sits outside the traditional
trichotomy. Its political effects unfold across treasury operations, interdepartmental power
relations, and the temporal structure of budgeting itself.

6.1 Treasury Budgeting Shifts

Treasuries operate under competing constraints: maintaining fiscal discipline, limiting debt
accumulation, and distributing capital according to political priorities. Debt and grants impose
characteristic pressures:

Debt increases reported liabilities and invites scrutiny from ratings agencies.
Grants require recurrent appropriations that fall within tightly contested budget
envelopes.

e Capital appropriations are episodic and politically mediated.



PSC, by contrast, does not enter sovereign liability accounts, does not generate interest
payments, and regenerates without new appropriations. From a treasury perspective, PSC
creates three structural shifts:

(1) Liability-neutral capital expansion

PSC increases public-sector assets without increasing debt.
This improves:

e net financial worth,
e balance-sheet strength,
e and long-run fiscal resilience.

(2) Reduced pressure on annual budgets

Because PSC recycles, the need for repeated budget injections declines.
Treasury gains intertemporal savings without politically costly taxation or borrowing.

(3) Institutional stability without fiscal risk

PSC’s downside is equivalent to grantmaking, but its upside is multi-cycle capital regeneration .
Treasury thus attains superior long-run value without additional fiscal exposure.

PSC therefore shifts treasuries from allocators of scarce capital to stewards of regenerative
systems.

6.2 Interdepartmental Politics
Government departments compete for capital: health vs. education, infrastructure vs.

environment, research vs. community services. Traditional capital structures empower central
agencies by keeping departments dependent on periodic allocations.

PSC changes this political geometry.

(1) Reduced competition for new funding

Departments that receive PSC allocations become less reliant on annual capital rounds.
This weakens zero-sum competition between portfolios.

(2) Decline of centralised gatekeeping

Treasury and finance ministries lose discretionary power as departments self-regenerate capital.

(3) Cross-department synergies



PSC pools can be federated across domains (e.g., health + climate + community resilience),
creating cooperative rather than adversarial budget dynamics.

(4) New stabilising coalitions

Departments benefiting from regenerative capital form alliances that support PSC
expansion—shifting political bargaining from distributive conflict to coalition building.

PSC thus transforms interdepartmental politics from contestation for allocations to coordination
around cycles.

6.3 Depoliticisation of Capital Allocation

Capital allocation is inherently political because budgets are finite and capital is scarce. Grants,
appropriations, and debt authorisations must be negotiated through partisan, bureaucratic, or
cabinet-level processes.

PSC weakens the political salience of these negotiations.

(1) Stable, rules-based cycles

PSC cycles operate according to the recycling parameter R, not political discretion.
Capital availability becomes predictable, not contingent on political turnover.

(2) Reduced political control of institutions

Institutions with regenerative capital become less sensitive to shifts in government priorities.
This depoliticises long-horizon capability formation.

(3) Elimination of grant cliffs

Political leverage created by grant renewals disappears because PSC pools regenerate without
renewal cycles.

(4) Bureaucratic neutrality

PSC creates a quasi-technocratic environment where capital allocation is governed by
transparent norms and cycle performance rather than political bargaining.

This represents a shift from political budgeting to post-political capability maintenance,
akin to the depoliticising effects of independent central banks or sovereign wealth funds.

6.4 Crowding-In of Public Investment



Traditional public investment is limited by debt ceilings and the political costs of deficit-financed
projects. PSC changes this calculus:

(1) PSC multiplies public value without raising debt

Treasury can achieve multi-cycle returns on a single expenditure—a form of fiscal leverage
without financial leverage.

(2) PSC reduces risk of underinvestment

Because capital does not deplete, investment in public infrastructure (health equipment,
scientific capability, community energy systems) is easier to justify.

(3) PSC enables long-run investment planning

Government can synchronise PSC cycles with asset lifetimes, preventing the decay of critical
infrastructure.

(4) PSC crowds in private or philanthropic capital

Once regenerative cycles demonstrate stability, private funders are more willing to contribute to
pooled capital, recognising the system-level value multiplication.

PSC thus produces a positive fiscal externality, expanding the feasible frontier of public
investment.

Example: Consider a regional hospital operating under conventional debt and grant cycles.
Equipment replacement depends on episodic appropriations and donor campaigns, producing
multi-year capability gaps. Under PSC, capital for clinical assets would recycle at predictable
intervals aligned with asset lifetimes, allowing continuous capability renewal without additional
budget claims or donor interventions. This illustrates how PSC changes not only financial flows
but institutional stability and operational autonomy.

6.5 Government Incentives under Regeneration

PSC aligns with government objectives in ways extractive capital cannot:

Reduced fragility in the public sector

Increased system IRR without raising taxes or debt
Stabilised service delivery

Lower long-term maintenance costs

Decreased sensitivity to macro shocks



Traditional political economy teaches that governments prefer instruments that expand political
optionality without increasing fiscal risk. PSC uniquely satisfies this preference.

6.6 Summary

PSC shifts government dynamics in five fundamental ways:

1. Treasury gains liability-neutral capital expansion, improving fiscal strength.

2. Interdepartmental competition diminishes, enabling cooperative capital systems.

3. Capital allocation becomes depoliticised, governed by cycles rather than political
calendars.

4. Public investment is crowded in, expanding long-term capability.

5. Fiscal volatility declines, enabling stable service provision across political cycles.

PSC therefore alters the political economy of public finance as profoundly as it alters
institutional behaviour. It creates a fiscal architecture where scarcity loses its disciplinary role,
and regeneration replaces extraction as the organising principle of capital.

7. Risks and Resistance

Status-Quo Actors, Political Capture, Misaligned Incentives, and Systemic Free-Riding

While PSC offers a radically different capital equilibrium, political economy teaches that every
structural innovation generates countervailing forces. PSC removes or reduces many of the
mechanisms through which actors traditionally exercise power—scarcity, discretion, fragility,
renewal control, and capital gatekeeping. As a result, it will face resistance from institutions,
bureaucracies, and donors whose influence depends on extractive or depletive capital
structures.

This section analyses the primary sources of resistance and the risks that arise when PSC’s
incentive design encounters entrenched political interests.

7.1 Status-Quo Actors and Institutional Self-Preservation

Institutions often resist structural reforms not because the reforms are inefficient but because
they disrupt existing distributions of power. PSC threatens actors whose roles are sustained by:

annual allocation authority,
grantmaking discretion,
capital rationing,

liability enforcement,
strategic underfunding,



e and crisis-induced intervention power.
Three archetypes of resistance emerge:

(1) Treasury conservatism

Treasuries may resist PSC because it weakens their control over capital distribution and
reduces the political leverage created by debt ceilings and budget scarcity.

A regenerative capital pool that grows independent of annual appropriations reduces treasury’s
central coordination power.

(2) Bureaucratic gatekeepers

Middle- and upper-level bureaucracies often derive institutional authority from adjudicating
capital requests. PSC reduces the need for these adjudication processes, potentially displacing
administrative hierarchies.

(3) Legacy philanthropic foundations

Foundations structured around recurring grant cycles and donor visibility may resist PSC
because it dilutes their symbolic prestige, reduces the value of naming rights, and turns
grantmaking from an episodic display of power into a single, long-lasting commitment.

PSC thus threatens the political identities of actors whose authority is tied to scarcity.

7.2 Political Capture of Regenerative Pools

Any capital pool—especially one designed to persist across decades—is susceptible to political
capture. PSC’s non-liability, soft-governance structure exposes it to unique forms of
appropriation:

(1) Agenda capture

Political or bureaucratic actors may attempt to steer PSC allocations toward politically salient
programs or electorally advantageous constituencies.

(2) Institutional capture

Large institutions with strong lobbying capacity may seek to dominate early cycles, crowding out
smaller or less politically connected institutions.

(3) Ideological capture



Governments or foundations may attempt to reinterpret PSC’s soft obligations as mechanisms
for advancing specific ideological priorities.

Although PSC'’s transparency and cycle logic mitigate many governance risks, capture remains
a significant political threat.

7.3 Misaligned Incentives

PSC’s regenerative design depends on soft repayment norms. When incentives are
mismatched, three failure modes may arise:

(1) Liquidity hoarding

Institutions may delay repayment to preserve local flexibility, reducing system-level recycling
rates R.

(2) Horizon divergence

Institutions operating under short-term political appointments may prioritise immediate outputs
over long-run capital integrity.

(3) Incomplete internalisation of system benefits

If institutions undervalue their role in strengthening the collective capital base, they may
underperform on the behavioural expectations of PSC.

These represent governance rather than mathematical vulnerabilities—PSC’s model tolerates
imperfect R, but large-scale divergence in repayment norms can slow regeneration.

7.4 Institutional Free-Riding

Free-riding emerges when institutions benefit from PSC cycles without contributing adequately
to the regeneration of capital.

Forms of free-riding include:

Delayed or partial repayment after capital deployment

Deprioritisation of recycling in periods of operational stress

Strategic exploitation of PSC’s non-liability status

Dependency spirals, where institutions rely disproportionately on regenerative pools

Because PSC deliberately avoids coercive enforcement, free-riding must be addressed through:

e transparency,



e norm formation,
e reputational accountability,
e and federated governance design.

The political risk is that selective non-compliance spreads through imitation, eroding the
cooperative equilibrium.

7.5 Resistance from Extractive Capital Providers

Commercial lenders, private equity actors, and institutions tethered to traditional capital markets
have structural incentives to resist PSC’s diffusion.

Rationale for resistance includes:

e PSC competes with interest-based lending by providing zero-interest alternatives.
e PSC weakens the demand for short-term refinancing instruments.

e PSC reduces the fragility that justifies high-risk premiums.

e PSC reduces dependence on private credit as the “provider of last resort”.

This category of resistance is especially potent in sectors where public and private capital
compete—for example, health infrastructure, higher education, and research technology.

7.6 Philanthropic Resistance and Status Loss

PSC reduces the symbolic power of philanthropy by:

eliminating naming-rights cycles,

turning donors into perpetual stewards rather than recurring benefactors,
diminishing the “hero narrative” of annual gifts,

reducing opportunities for political influence and elite signalling.

Some donors and foundations may resist PSC not for financial reasons but due to status loss,
reputational dilution, or diminished political access.

Philanthropic elites accustomed to extractive prestige cycles may thus oppose regenerative
models precisely because PSC lowers the social return on symbolic capital.

7.7 Political Risks in Early-Stage Adoption

Early PSC pools may face:

e overcentralisation if governance structures are immature,



e under-funding risk if donors misinterpret PSC as substituting rather than
complementing grants,
policy volatility under changing governments,
misclassification (e.g., mistaken categorisation as debt),
institutional confusion around soft obligations and accounting treatment.

These are transitional risks that diminish as PSC becomes institutionalised.

7.8 Summary

PSC faces risks and resistance rooted in the political economy of capital authority:

1. Status-quo actors resist: treasuries, bureaucracies, foundations, and commercial
lenders.

Capture risks: agenda, institutional, and ideological.

Behavioural risks: misaligned incentives and repayment divergence.

Systemic risks: free-riding, governance fragility, and early-stage instability.
Symbolic risks: donor status erosion and loss of discretionary influence.
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These challenges do not undermine PSC'’s structural logic, but they shape the political trajectory
of adoption. A regenerative capital system must recognise that it does not merely introduce a
new financial instrument—it threatens existing political equilibria.

8. A New Political Equilibrium

Stability, Autonomy, and the Dissolution of Fragility-Based Control

PSC introduces a capital logic that is fundamentally incompatible with the political economy of
scarcity that dominates contemporary public-good institutions. As regenerative capital diffuses,
the political structures built upon extractive and depletive capital forms begin to erode. What
emerges is a distinct equilibrium—one characterised by stable multi-decade capability,
diminished hierarchical control, and a redistribution of agency toward the institutional edge.

This section synthesises the preceding analyses to articulate how PSC restructures the
long-run political equilibrium of public finance, institutional behaviour, donor relations, and
bureaucratic governance.

8.1 Multi-Decade Planning as the Default Horizon

Traditional capital systems compress planning cycles into annual or triennial windows because
capital availability is uncertain, depleting, or liability-inducing. PSC breaks this temporal
constraint.



Under PSC, institutions achieve:

planning autonomy beyond budget cycles,

predictable replacement windows tied to PSC cycles,

credible forward commitments, and

institutional memory that spans generations rather than elections.

Because PSC capital evolves through
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future capital availability becomes structurally predictable, even under imperfect recycling. This
enables institutions to plan around asset lifetimes, capability trajectories, and multi-decade
mission fulfilment.

The political equilibrium shifts from short-termist firefighting to multi-year strategic
development.

8.2 Institutional Resilience as a System Property

Fragility is traditionally the default state of public-good institutions—volatile revenue, lumpy
grants, unpredictable appropriations, and interest-bearing liabilities create chronic exposure to
shocks.

PSC generates a new equilibrium in which resilience is endogenous:

capital does not disappear,

obligations do not bind,

budgets do not collapse during downturns,

and capability is replenished rather than depleted.

The PSC model shows that even low-to-moderate recycling generates monotonic growth in
system-level value and a stable long-run capital base .

This stability emerges not through centralised control but through the distributed, recursive logic
of regenerative capital.

8.3 Weakening of Fragility-Based Control Mechanisms

Traditional power structures in public finance depend on fragility:

e Creditors wield power because institutions fear default.
e Foundations wield power because grants disappear after each use.
e Treasuries wield power through discretionary scarcity.



e Bureaucracies wield power by rationing access to constricted capital.

PSC undermines all four pillars simultaneously.

As fragility declines:

1. Creditors lose coercive leverage.
No liabilities exist to enforce compliance or extract concessions.
2. Donors lose renewal authority.
Multi-cycle capital weakens the prestige and influence of repeat giving.
3. Treasury loses monopoly control over replenishment.
Regenerated capital reduces dependence on annual appropriations.
4. Bureaucratic gatekeepers lose their positional dominance.
Institutions no longer need permission for each deployment cycle.

The political equilibrium therefore shifts toward decentralised autonomy.

Example: Consider a national health system responsible for thousands of clinical
assets—diagnostic machines, operating-theatre equipment, digital infrastructure—traditionally
financed through a mix of annual appropriations, sporadic capital injections, and politically
mediated grant rounds. Under this model, capital replacement is lumpy, politically sensitive, and
vulnerable to fiscal cycles, producing system-wide capability gaps that compound over time.

Under PSC, a regenerative capital pool—initially capitalised once—would recycle across asset
lifetimes, enabling stable, predictable renewal of national clinical capacity without repeated
budget bids. Instead of competing for scarce appropriations, hospitals and health networks
would participate in a cycle-governed capital commons, smoothing investment across decades.
This macro-level dynamic illustrates how PSC transforms public investment from a politically
contested event into a structural feature of national capability maintenance, thereby reducing
volatility, weakening ministerial bottlenecks, and enabling multi-decade planning horizons across
the entire health system.

8.3.1 Accounting Classification and Legal Design Requirements

PSC’s adoption depends critically on its accounting and legal classification. Soft obligations do
not fit neatly within debt, equity, or grant categories, creating a risk that auditors default to the
most conservative classification—typically treating PSC as debt, which reintroduces fragility.
To avoid this, PSC must be defined ex-ante as a non-liability capital transfer with the
following properties:

1. No enforceable repayment clause, preventing classification as debt.

2. No ownership transfer, preventing classification as equity.



3. Recycling recorded as internal capital movement, preventing grant misclassification.
4. Ledger-based cycle tracking, ensuring transparency without liability.
5. Statutory or regulatory codification that defines PSC as a distinct class of non-liability

capital.

Providing clear legal-technical language resolves adoption barriers and demonstrates that PSC
is operationally feasible within existing accounting frameworks.

8.4 Distributed Authority and Institutional
Self-Governance

Under PSC, authority becomes embedded within regenerative pools co-governed by institutions
rather than centralised agencies. This produces a new governance topology:

(1) Horizontal coordination replaces vertical hierarchy.

Institutions collaborate around shared capital cycles rather than competing for top-down
allocations.

(2) Governance power is tied to transparency, not discretion.

Because capital integrity depends on clear reporting, information replaces coercion as the
primary governance mechanism.

(3) Institutional agency compounds with each cycle.

As capital regenerates, institutions experience increasing freedom to innovate, experiment, and
invest without fear of political reprisal.

(4) System governance adopts a commons logic.

PSC behaves like a financial commons governed through norms, reciprocity, and cooperative
accountability.

This represents a shift from state-administered capital to institutionally stewarded capital.

8.5 Stability Across Political Cycles

One of PSC’s most transformative political effects is the decoupling of capital availability from
electoral cycles. In traditional systems:



election timing influences grant rounds,

partisan priorities shift investment patterns,

fiscal consolidation or expansion depends on political rhetoric,
and high-turnover ministerial portfolios produce volatility.

PSC breaks this dependency because capital cycles are structural, not political.

Consequences:
e long-term capability is insulated from political turnover,
e partisan shocks produce smaller deviations in funding trajectories,
e program continuity becomes feasible across administrations,
e and institutions gain protection from budgetary politicisation.

PSC creates a quasi-constitutional layer of fiscal stability—a “capital floor” independent of
partisan change.

8.6 A Regenerative Political Settlement

The mature PSC equilibrium can be characterised as follows:

(1) High institutional autonomy

Institutions govern capital cycles through transparent norms rather than hierarchical oversight.
(2) Low political volatility

Capital availability no longer fluctuates with elections, austerity cycles, or donor preferences.
(3) Stable, compounding capability

PSC generates predictable, renewable capital streams—sustaining capability without burdening
the public balance sheet.

(4) Reduced interinstitutional contestation

PSC shifts incentives toward cooperative capital governance and system-wide value
maximisation.

(5) Diluted extractive power

The actors who rely on fragile systems—creditors, prestige donors, bureaucratic
controllers—lose coercive authority.



The result is a political settlement in which regeneration replaces fragility as the organising
principle of capital power.

8.7 Summary

PSC creates a new political equilibrium defined by:

multi-decade planning horizons,
endogenous institutional resilience,
diminished fragility-based power,
decentralised capital governance,
and reduced political volatility.

Where traditional political economies thrive on scarcity and control, PSC introduces a system
that thrives on cooperation, stability, and mission alignment. It dissolves the architecture of
extractive capital and constructs a regenerative political order in its place.

9. Case Studies & Analogues

Historical Precursors, Structural Near-Misses, and the Uniqueness of PSC’s Political Logic

Regenerative capital does not emerge in a historical vacuum. Across the last two centuries,
various institutional forms have attempted to reproduce aspects of non-extractive or multi-cycle
capital. Yet none has satisfied the full regenerative conditions formalised in PSC—zero interest,
non-liability, soft obligations, preserved principal, multi-cycle redeployment, and institutional
strengthening across repeated cycles .

Crucially, none of these systems has produced PSC'’s political effects: the dissolution of
fragility-based authority, the decentralisation of capital power, or the multi-decade autonomy
observed in regenerative capital equilibria. This section examines the closest historical and
contemporary analogues and explains why they fall short of PSC’s institutional and political
economy.



Figure 6: Historical Analogues & Why PSC is Unique Paper Section 9

No historical system satisfies all five regenerative conditions simultaneously
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9.1 Microfinance: Rotation with Extraction

Microfinance represents one of the earliest attempts to democratise capital access through
rotational cycles. While it increased liquidity for low-income borrowers, it reproduced the
extractive features of debt:

interest rates were often high,

liabilities were legally enforceable,

borrowers faced social and financial sanctions for late payment,
and fragility intensified under downturns.

Politically, microfinance expanded creditor leverage deeper into the community rather than
reducing it. It created micro-hierarchies of financial surveillance, preserving coercive repayment
discipline rather than soft regenerative norms.

Thus microfinance shares PSC'’s rotation, but not its non-extractive, non-coercive,
autonomy-enhancing logic.

9.2 Community Banks and Credit Unions: Mutualism
without Regeneration

Community-owned banks and credit unions embody democratic governance and local
legitimacy. They diffuse ownership and often reinvest surpluses into community projects.
However, they remain embedded within:

e interest-bearing lending systems,



e liability-based contracts,
e balance-sheet fragility,
e and state-regulated capital adequacy frameworks.

They decentralise ownership but not extraction.
They democratise governance but not capital dynamics.
They reduce profit concentration but not fragility.

Community banks therefore approximate PSC'’s institutional ethos but not its capital
mechanics or political implications.

9.3 Cooperative Capital Systems: Collective Governance
with Hard Constraints

Cooperatives pool resources to benefit members, creating a proto-regenerative structure. But
cooperative capital is:

repayable under enforceable terms,

often interest-bearing,

depleted when used for operations,

and constrained by member withdrawal rights.

Cooperative governance is decentralised, but capital is still fragile and finite.
Politically, cooperatives retain gatekeeping through membership structures and do not dissolve
capital hierarchies—they simply relocate them.

PSC differs by removing enforceable claims, regenerating principal, and creating system-level
rather than member-level capital cycles.

9.4 Endowments: Perpetuity without Institutional
Regeneration

University and foundation endowments represent perpetual capital, but:

they rely on market-dependent financial returns,

principal is rarely redeployed into productive institutional cycles,
volatility is externalised to investment markets,

and governance remains centralised, often elite-driven.

Endowments create financial perpetuity, not institutional regeneration.
Their political logic sustains donor prestige and centralised fiduciary control, in stark contrast to
PSC'’s decentralised, mission-aligned capital commons.



PSC'’s recursive model—capital cycling within the productive domain of the institution—has no
analogue in endowment structures.

9.5 Rotating Savings Groups (ROSCAs): Social Norms
without Capital Base Persistence

ROSCAs—prevalent in Asia, Africa, and Latin America—demonstrate that communities can
self-govern rotating capital without formal contracts. However:

capital pools dissolve after each cycle,

principal does not grow across cycles,

repayment obligations are socially enforced,

and funds do not persist for institutional strengthening.

ROSCAs share PSC’s norm-based compliance but not its principal preservation or
multi-cycle regeneration.
They reflect social trust, not regenerative capital formation.

9.6 Islamic Finance and Non-Interest Structures: Ethical
Constraints without Regeneration

Islamic finance restricts interest-based extraction and promotes risk-sharing agreements. While
normatively aligned with non-extraction, these systems still rely on:

enforceable liability,

capital depletion in real-sector projects,

profit-sharing mechanisms that transfer surplus to capital providers,
and market-based risk structures.

The political implication remains unchanged: capital commands authority through enforceable
claims or surplus participation.
PSC removes both, shifting power toward institutions.

9.7 Impact Investing and Blended Finance: Social Intent
without Structural Change

Impact finance attempts to align capital with social outcomes but retains:

return expectations,
debt-like covenants,
equity-like control rights,
high transaction costs,



e and fragility-inducing structures.

The intent is mission-aligned, but the mechanics remain extractive. Politically, impact investors
retain outsized influence due to capital scarcity and risk transfer.

PSC is distinct precisely because it alters the architecture, not merely the intent, of capital.

9.8 Mission-Driven Public Capital Agencies: Centralised
Stewardship with Political Vulnerability

Sovereign wealth funds, green banks, and public investment bodies centralise capital to
advance strategic goals. But they rely on:

e hierarchical approval systems,
e politically shiftable mandates,
e and liability-bearing funding sources.

Their capital is often renewable, but their authority is not.
PSC differs by embedding regeneration at the institutional level, decentralising governance,
and removing exposure to political turnover.

9.9 Why None Fully Satisfy Regenerative Properties

Across these analogues, we observe partial overlaps with PSC:

System Multi-Cycl | Non-Extract | Non-Liabilit Principal Decentralised
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finance principle)

Impact v b 4 b 4 X b 4

investing

PSC is the only capital form that satisfies all regenerative conditions
simultaneously—mathematically, institutionally, and politically.

9.10 Summary

The historical and contemporary analogues illustrate key insights:

1. Rotation is not regeneration.
Without preserved principal and soft obligations, rotation becomes extraction or
depletion.
2. Democratic governance is not decentralised capital power.
Cooperative or community structures can still reproduce scarcity and hierarchy.
3. Perpetuity is not institutional strengthening.
Endowments perpetuate capital, not mission-aligned capability.
4. Ethical motives do not yield regenerative mechanics.
Impact finance and Islamic models alter incentives, not structural fragility.
5. PSC’s political economy is structurally unique.
It dissolves fragility-based control, decentralises capital authority, and regenerates
capability across cycles.

This uniqueness explains why PSC represents not an iteration on past models but a paradigm
shift in the political economy of capital.



10. Governance Architecture and Risk
Mitigation

PSC requires a governance layer that preserves non-liability status while ensuring that recycling
remains sufficiently high to maintain system-level value. The following design principles address
the primary risks—moral hazard, political capture, bureaucratic resistance, and accounting
ambiguity:

1. Federated Cycle Governance: multi-institution PSC pools with shared decision rules
and transparent recycling histories.

2. Cycle Constitutions (RCA): legally or policy-anchored rules that prevent re-coupling to
political or financial cycles.

3. Tiered Access Mechanisms: future PSC eligibility linked to medium-term recycling
performance rather than single-cycle outcomes.

4. Norm-Based Repayment Expectations: institutions adhere to agreed recycling
windows enforced by transparency rather than coercion.

5. Non-Liability Legal Design: statutory definitions that classify PSC as non-debt,
avoiding balance-sheet fragility.

6. Safeguards Against Capture: open eligibility criteria, periodic rebalancing, and
oversight boards with no concentration of donor or treasury influence.

This governance layer ensures PSC remains regenerative, autonomous, and politically viable.

10. Conclusion

PSC as a Political Technology: Reconfiguring Incentives, Authority, and Institutional Trajectories

This paper has argued that Perpetual Social Capital (PSC) is not merely a new capital class
but a new political economy—one that transforms the incentive structures, governance
dynamics, and power relations that shape public-good institutions. PSC’s distinctiveness lies in
its simultaneous satisfaction of the core regenerative conditions: zero interest, non-liability, soft
obligations, preserved principal, and multi-cycle redeployment . These properties produce
economic effects—multi-cycle capital evolution, system IRR, fragility reduction—but their
political implications are equally profound.

The political economy of traditional capital is built on scarcity, extraction, and fragility. Debt
disciplines institutions through enforceable liabilities and interest burdens; grants confer
discretionary authority through renewal cycles; bureaucracies exert hierarchical power through
rationing of scarce and depletive capital. These mechanisms reinforce a system where
institutions operate under short time horizons, constrained autonomy, and dependence on
external actors.



PSC dismantles this architecture.

10.1 Regeneration as a Redistribution of Power

PSC redistributes authority away from:

creditors who leverage default risk,

donors who control renewals,

treasuries that ration capital scarcity,

and bureaucracies that mediate fragile funding cycles.

Instead, PSC embeds power in regenerative cycles that institutions partially co-govern.
Authority becomes distributed, not centralised; cooperative, not hierarchical.

This shift reframes capital as a commons-like institutional asset rather than a tool of external
control.

10.2 Stability as an Institutional Equilibrium

PSC generates endogenous stability:

capital persists across cycles,

budgets smooth rather than oscillate,

capability regenerates rather than decays,

and planning horizons extend beyond political turnover.

The PSC model demonstrates that for any R > 0, system-level value grows monotonically, with
long-run capital stabilising at a non-zero level even under imperfect recycling . This stability is
not achieved through fiscal repression, austerity, or centralisation but through non-extractive
capital design.

Regenerative capital thus creates a stable institutional equilibrium where resilience becomes a
system property rather than an administratively engineered exception.

10.3 A Post-Scarcity Logic for Public-Good Capital

PSC dissolves the political economy of scarcity by allowing the same capital to generate value
repeatedly. This post-scarcity logic reshapes institutional trajectories:

e capability becomes sustained rather than episodic,
e investment becomes iterative rather than exceptional,
e and institutional strengthening becomes cumulative rather than fragile.



Public-good systems long constrained by volatile grants or liability-bearing debt can now
operate with renewable capital bases, making long-horizon investments both rational and
politically feasible.

10.4 The Emergence of a Regenerative Political Order

PSC induces a political order characterised by:

long-horizon institutional autonomy,

reduced fragility-based governance,

decentralised capital authority,

bureaucratic de-hierarchisation,

diluted donor power,

and fiscally stable, multi-decade capability formation.

It replaces a political economy of extraction with a political economy of regeneration. As PSC
diffuses, institutions are no longer controlled by their weakest moments—debt crises, grant
cliffs, liquidity shocks—but strengthened through recurring cycles of non-extractive capital.

This represents a radical shift: capital becomes a renewable public institution rather than a
vector of vulnerability.

10.5 Toward a Political Economy of Regenerative
Systems

PSC’s implications extend beyond public finance and philanthropy. It offers a framework for
rethinking:

infrastructure policy,

scientific capability,

health systems,

climate resilience,

community development,

digital public goods,

and global development financing.

In each case, regenerative logic provides an alternative to extractive equilibrium: capability
without liability, resilience without scarcity, autonomy without hierarchy.

10.6 Closing Reflection

The political economy of PSC reveals a simple but transformative insight:



When capital regenerates rather than depletes, power regenerates rather than
concentrates.

PSC alters the institutional trajectories of systems previously shaped by fragility. It introduces an
architecture capable of supporting multi-decade planning, decentralised governance, and
mission-aligned autonomy—without relying on interest, ownership, extraction, or political
discretion.

In a world characterised by rising institutional fragility, PSC provides not only a new financial
instrument but a new political technology: one that makes renewal, rather than depletion, the
organising principle of capital.

Regenerative capital thus establishes a political economy in which renewal, rather than fragility,
becomes the organising principle of public-good systems.



11. Limitations and Future Research

While this paper advances a political economy of Perpetual Social Capital (PSC), several
limitations remain that delineate the scope of the argument and indicate directions for further
research. First, the analysis is primarily structural and conceptual. Although it draws on the
formal PSC model and stylised institutional dynamics, it does not yet incorporate empirical
evaluation of large-scale, real-world implementations. Early pilots illustrate feasibility, but a
comprehensive assessment of PSC’s political effects requires longitudinal data on institutional
resilience, fiscal behaviour, and governance outcomes.

Second, PSC’s behavioural assumptions—particularly regarding soft obligations and recycling
norms—are necessarily simplified. Repayment behaviour will in practice reflect heterogeneous
institutional cultures, leadership quality, and external shocks. Future work could draw on
behavioural public economics and organisational sociology to characterise when norm-based
compliance is robust, fragile, or self-reinforcing.

Third, the analysis of government and bureaucratic behaviour remains stylised. Real public
sectors contain multiple veto points, interdepartmental rivalries, and overlapping mandates.
Integrating PSC into richer models of bureaucratic politics—including principal-agent conflict,
capture dynamics, and multi-level governance—would further clarify when PSC reduces political
volatility and when it may be absorbed into existing patterns of contestation.

Fourth, this paper abstracts from international political economy. PSC has implications for
sovereign debt, development finance, and global capital flows, especially in low- and
middle-income countries reliant on grants, concessional loans, and volatile markets. Embedding
PSC within open-economy macro models and development-finance frameworks represents a
significant area for future research.

Finally, the governance structure of PSC pools warrants deeper analysis. Centralised,
federated, and hybrid PSC architectures will generate different power distributions and failure
modes. Future research should compare governance designs, identify practical risks, and model
how PSC performs under alternative accountability regimes.

Taken together, these limitations outline a broad future research agenda: empirically measuring
PSC’s institutional effects; formalising behavioural and political mechanisms; extending PSC
into international finance; and refining governance design to prevent capture or free-riding. The
core insight of this paper—that capital architecture functions as a political technology—invites
an extensive programme on regenerative systems.
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