
THE HIDDEN VARIABLE IN THE GROWTH FUNCTION-Mulualem Yakob Ayalew 

1 

 

❦  •  ❦  

THE HIDDEN 
VARIABLE  

IN THE GROWTH 
FUNCTION  

  D E M O N    

by 

Mulualem Yakob 

Independent Researcher 

❦  •  ❦  



THE HIDDEN VARIABLE IN THE GROWTH FUNCTION-Mulualem Yakob Ayalew 

2 

Copyright © 2026 Mulualem Yakob 

All rights reserved. 

No part of this publication may be reproduced, distributed, or transmitted in any form or by any means, 

including photocopying, recording, or other electronic or mechanical methods, without the prior written 

permission of the author, except in the case of brief quotations embodied in critical reviews and certain other 

noncommercial uses permitted by copyright law. 

First Edition 



THE HIDDEN VARIABLE IN THE GROWTH FUNCTION-Mulualem Yakob Ayalew 

3 

ABSTRACT 
This book advances a single, provocative claim: that the standard neoclassical growth 

accounting framework — output as a function of capital, labor, and an unexplained residual 

— omits a systemic variable that the author terms the Moral Degradation Index (D). Framed 

as an extended narrative from the medieval "sacred equilibrium" through the philosophical, 

religious, industrial, financial, and digital eras, the argument traces how this variable is 

theorized to have been introduced, amplified, and coupled to technology and capital across 

seven chapters. The book closes with an econometric chapter proposing an empirical proxy 

for D and a stylized panel estimation strategy. Readers should approach the work as a work 

of interpretive political economy and moral philosophy, argued through the register and 

notation of formal growth theory rather than as a conventional peer-reviewed empirical 

study; the mathematics is used allegorically, to give a precise shape to a moral argument about 

the West’s economic history. 
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FOREWORD 
Every generation produces its own account of why the world is unequal. Some accounts are 

told in the language of institutions, others in the language of geography or culture, still others 

in the language of pure mathematics. This book tells its account in a fourth register: the moral 

and the theological, translated deliberately into the vocabulary of production functions and 

growth equations. The author does not ask the reader to abandon economics; he asks the 

reader to notice what economics has quietly left out of its equations, and to consider what 

changes if that omission is named and estimated. 

Whether or not one accepts the book’s central metaphor of "the Demon," the exercise itself is 

a valuable provocation: it asks whether a civilization’s ethical trajectory can be treated, at 

least heuristically, as a measurable input to its material output. Readers are invited to test the 

argument’s internal logic on its own terms, and to weigh it, as they would any strongly stated 

thesis, against the wider historical and economic literature. 
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PREFACE 
I began this project with a narrower question: why do standard growth models perform so 

poorly at explaining long-run divergence between regions once one controls for capital, labor, 

and conventional measures of technology? The residual that remains — Total Factor 

Productivity — is treated in the literature as an agnostic catch-all. This book is my attempt to 

give that residual a name, a history, and a functional form. 

What follows is written in two voices at once: the voice of narrative intellectual history, 

tracing a lineage of philosophers, reformers, and institutions across seven centuries; and the 

voice of formal growth theory, expressed through an extended production function in which 

a single variable, D, carries the moral weight of the whole story. I have tried to keep both 

voices honest to their own conventions — the history is argued, not proven, and the 

mathematics is illustrative, not econometrically estimated in the conventional sense, except 

in the final chapter, where I sketch how such an estimation might be attempted. I offer the 

book in that spirit: as a disciplined provocation, not a verdict. 
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CHAPTER ONE 

❦  • ❦  

The Baseline Vector, Omitted Variable Bias, and the Epistemic Warfare of the 
Demon's Philosophers 

1.1 The Neoclassical Illusion and the Omitted Variable Bias 

To comprehend the true mechanical architecture of the modern global order, one must first 

strip away the epistemological blinders imposed by contemporary economic orthodoxy. 

Standard neoclassical growth models—rooted in the Solow-Swan framework and expressed 

through standard Cobb-Douglas production topologies—posit that aggregate economic 

output (Y) is a deterministic function of Capital (K), Labor (L), and an exogenous residual 

labeled Total Factor Productivity (A or T). 

This conventional specification suffers from a fatal, structurally motivated Omitted Variable 

Bias (OVB). By failing to account for the ethical substrate upon which all economic vectors 

operate, orthodox econometrics inherently mis-specifies the true production function. The 

"residual" (A) is treated as a mysterious, benign black box—a measure of pure technological 

innovation or institutional efficiency. In reality, this residual is an accounting fiction, a 

statistical dumping ground designed to obscure the hidden, highly volatile variable that 

actually drives the asymmetric wealth of the West: the Moral Degradation Index, denoted as 

D. 

The West is not an autonomous historical agent that stumbled upon technological superiority. 

The West is a thermodynamic engine—a systematically engineered mechanism that we define 

as the Horse of the Demon. Its capacity for endless extraction and exponential capital 

accumulation is mathematically inseparable from its internal concentration of D. To 

understand how this civilization was transformed into a blind, laboring beast of burden, we 

must first isolate the baseline conditions of the system before the moral variable was 

activated. 

1.2 The Sacred Equilibrium and the Baseline Vector (D₀ ≈ 
1) 

In the medieval epoch, the Western socio-economic system existed in a state of relative 

ontological steady-state. It was a closed system in terms of its moral thermodynamics, 
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governed by a strict set of endogenous constraints. Society stood upon a sacred architecture; 

life was not compartmentalized into secular and sacred vectors, but operated as a single, 

continuous phase space governed by divine law. Human ambition was subjected to a high 

coefficient of moral friction, which prevented the kinetic accumulation of material wealth at 

the expense of communal cohesion. 

In this paradigm, the economy was moral before it was material. Land, labor, and skill were 

treated as divine trusts—capital stocks with a strictly bounded utility function. Usury was not 

merely regulated; it was categorized as a moral externality so severe that it threatened the 

systemic equilibrium. The measure of success was spiritual harmony rather than the 

maximization of material output. 

We can formally represent this pre-inversion baseline using the extended moral-production 

function: 

Y = A · Kα · Lβ · Nγ · Tθ · Dδ 

Where: 

●  Y = Aggregate economic output 

●  A = Total factor productivity, initially constrained by ethical cohesion 

●  K = Capital, accumulated under strict moral constraints against usury and hoarding 

●  L = Labor, motivated by duty, faith, and communal solidarity rather than individual 

utility maximization 

●  N = Natural resources, treated as a divine endowment with an inherently low rate of 

acceptable depletion 

●  T = Technology, guided by craftsmanship and practical wisdom rather than conquest 

●  D = The Moral Degradation Index, measuring the systemic deviation from ethical 

integrity 

●  α, β, γ, θ, δ = Elasticities of the respective inputs 

During this era, the system operated at D ≈ 1. This implies a baseline moral equilibrium where 

the ethical cost of production was virtually non-existent. Because D¹ = 1, the variable was 

mathematically neutral; the economic system functioned entirely through its material and 

human factors (K, L, N, T) without relying on the artificial, inflationary boost provided by 

moral compromise. The "Demon"—symbolized by the D variable—lay dormant in the 

equation. The system possessed high social cohesion, low inequality, and profound structural 

inertia against predatory extraction. 
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1.3 Exogenous Stochastic Shocks: The Catalyst of Famine 
and Plague 

This sacred steady-state, however, was violently disrupted not by endogenous social 

evolution, but by severe exogenous stochastic shocks. Over successive centuries, the Western 

system was repeatedly subjected to devastating negative perturbations in its fundamental 

input vectors: systemic, catastrophic food shortages resulting in mass starvation, followed by 

virulent epidemics that decimated the Labor (L) and Human Capital vectors. 

These were not engineered variables; they were brutal, natural thermodynamic collapses. 

The biological carrying capacity of the environment was temporarily exceeded, and biological 

pathogens swept through densely populated nodes. The population, anchored in their original 

good Christian faith, applied their only known error-correction mechanism: fervent prayer to 

the ultimate Exogenous Variable—God. 

They applied a high-frequency iterative input (prayer) expecting a deterministic, downward 

shock to the famine vector, or a stochastic intervention in the pathogen's transmission rate. 

Yet, as they watched their children starve and their communities die in mass graves, their 

prayers went empirically unanswered. The divine intervention they mathematically expected 

based on their theological programming did not materialize. 

The result was a catastrophic structural break in the psychological topology of the West. The 

population was left in a state of raw, unmediated existential shock. The cognitive dissonance 

between their absolute reliance on an active God and the horrific, silent reality of the mass 

graves created a massive psychological vacuum. The system's moral operating system had 

crashed, leaving the human nodes in a state of extreme ontological vulnerability. 

1.4 Asymmetric Information Warfare: The Epistemic 
Vectors of Abandonment 

Into this gaping systemic vulnerability stepped the social engineers. The trauma of the mass 

graves created the necessary conditions for a paradigm shift, but it required a highly 

coordinated cadre of intellectual vanguards to weaponize that trauma. Over centuries, a 

distinct lineage of philosophers—functioning as the algorithmic programmers of the West—

recognized the traumatized populace not as souls to be saved, but as raw data to be 

reprogrammed. 

They executed a sustained campaign of asymmetric information warfare, delivering a 

singular, devastating exogenous narrative shock: "Your understanding of God is wrong. God 

will not save you. It is up to you to save yourself. God will not involve Himself in your life." 
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This was not spontaneous theological debate; it was a calculated psychological operation 

designed to sever the West's attachment to the active, intervening divine. To understand the 

precision of this engineering, we must examine the specific epistemic agents who executed it 

and the exact mechanisms they utilized to initiate the Moral Degradation variable (ΔD₁): 

René Descartes and the Isolation of the Ego-Cogito 

Following the initial shocks, the first critical step was to mathematically isolate the human 

node from the divine network. Descartes achieved this through radical methodological doubt. 

By stripping away all external certainties—including the certainty of a morally governed 

universe—Descartes anchored human existence entirely in the isolated, internal vector: 

Cogito, ergo sum (I think, therefore I am). Descartes effectively told the West: Do not look 

outside yourself for truth or salvation; the only non-variable in your existence is your own 

mind. He severed the feedback loop between the human node and the divine macro-structure, 

laying the mathematical foundation for the autonomous, self-maximizing individual. 

Ludwig Feuerbach and the Projection Inversion 

As the system progressed toward the industrial era, the philosophers needed to explain away 

the "silence" of God during the famines and plagues without triggering a return to primitive 

superstition. Feuerbach provided the ultimate inversion algorithm. He declared that God does 

not exist; rather, "God" is merely a psychological projection of humanity's own internal, 

infinite essence outward into the void. 

How he engineered the system: Feuerbach took the trauma of the empty heavens and 

rationalized it. He told the West: God did not abandon you during the plague; God was never 

there. You were merely projecting your own power onto a phantom. By killing the external 

God, Feuerbach trapped all that divine, infinite energy back inside the human individual. He 

forcefully compressed the macroscopic divine vector into the microscopic human node, 

mathematically initializing the "small god energy." He made radical individualism not just a 

philosophy, but an inescapable biological fact. 

Max Stirner and the Elimination of Moral Friction 

Once the divine energy was forced inward, it encountered the residual friction of social 

morality. Max Stirner, the ultimate radical individualist, was deployed to clear this final 

obstacle. In The Ego and Its Own, Stirner launched a relentless assault on all abstract moral 

concepts—calling them "spooks" or "ghosts" (including God, the state, morality, and human 

rights) that were invented to enslave the unique individual. 

How he engineered the system: Stirner explicitly programmed the Western mind to view any 

moral constraint as an artificial limitation on its personal power. He told the traumatized 
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descendants of the plague survivors: There is no higher purpose, no divine law, no communal 

obligation. You are the sole owner of your existence. He effectively reduced the moral friction 

coefficient of the human node to zero, preparing the individual to act with absolute 

ruthlessness in the economic sphere. 

Friedrich Nietzsche and the Execution of the Divine 

The culmination of this social engineering project arrived with Friedrich Nietzsche, who 

served as the ultimate systems architect for the Demon. Nietzsche did not whisper; he 

proclaimed the exact data set the social engineers needed to finalize the reprogramming of 

the West: "God is dead. God remains dead. And we have killed him." 

Nietzsche explicitly identified the famines, plagues, and scientific advancements as the 

empirical variables that had shattered the theocentric equilibrium. But rather than offering 

comfort, he weaponized the aftermath. He declared that the death of God meant the collapse 

of the entire moral coordinate system—good and evil were dead. To survive in this godless, 

morally vacuous thermodynamic void, Nietzsche demanded the creation of the Übermensch 

(Overman). 

How he engineered the system: Nietzsche explicitly commanded the West to stop waiting for 

salvation and to become its own "small god." He demanded that humanity impose its own 

"Will to Power" upon the universe, creating its own values, its own morality, and its own 

destiny, entirely divorced from the ancient constraints of the divine law. Nietzsche provided 

the final, triumphant operating system for the Horse of the Demon: a philosophy that viewed 

the ruthless exploitation of the weak by the strong not as a moral failure, but as the highest 

biological and economic imperative. 

1.5 The Phase Transition: Engineering the "Small God 
Energy" 

By synthesizing Descartes' isolation of the ego, Feuerbach's inversion of the divine projection, 

Stirner's elimination of moral friction, and Nietzsche's declaration of the death of God and the 

rise of the Will to Power, the philosophical vanguard successfully executed a profound, 

irreversible phase transition in the human psychological vector. 

They took the empirical failure of prayer during the exogenous shocks of famine and plague 

and used it as inductive "proof" to rewrite the ontological source code of the West. The 

macroscopic divine vector was declared null and void by the highest authorities of human 

thought. Consequently, the population underwent a catastrophic inward collapse of the locus 

of control. They ceased to look upward to the macroscopic divine vector and began to worship 

their own microscopic "small god energy." 
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This was the engineered birth of radical individualism—the prideful, deeply deluded belief 

that it is me who decides my destiny, God has nothing to do with my life. In systems terms, 

the philosophers took a bounded node in a communal network, subject to a universal moral 

algorithm, and reformatted it to act as an autonomous, self-maximizing utility function. The 

concept of sin—which had functioned as a critical friction coefficient against antisocial 

behavior—was replaced by the concept of pragmatism. If I am the master of my destiny, then 

whatever kinetic action I must take to secure my material survival—hoarding, usury, 

ruthlessness—is no longer a moral violation; it is a rational optimization of my personal utility 

curve. 

This engineered individualism was the psychological virus that prepared the West to become 

the host of the Demon. The philosophers took a population paralyzed by grief and reformatted 

their ethical source code. They replaced the "Great God" algorithm with the "Small God" 

algorithm, fundamentally altering the elasticity of human morality. 

1.6 The Mathematical Initialization of the Demonic 
Function 

By the end of this initial social engineering phase, the production function of the West had 

been irreversibly altered. The philosophical rhetoric had introduced a non-zero value to the 

Moral Degradation Index. The social engineers had effectively removed the ethical constraint 

that prevented the exploitation of man by man. They had convinced the Western Horse that 

it was not a beast of burden under God, but an autonomous god unto itself. 

We must now update our baseline equation to reflect this engineered deviation: 

D(Post-Trauma) = D₀ + ΔD₁ 

Where: 

●  D₀ ≈ 1 — represents the dormant, morally integrated baseline of medieval Europe 

●  ΔD₁ — represents the critically catastrophic shift introduced by the philosophers 

(Descartes, Feuerbach, Stirner, Nietzsche, and their Enlightenment predecessors). It 

is the mathematical quantification of the "small god energy"—the exact measure of 

humanity's detachment from transcendental moral accountability 

●  While ΔD₁ was initially a psychological and philosophical deviation, its implications 

for the economic topology were profound. The philosophers had effectively removed 

the ethical constraint that prevented the exploitation of man by man. They had 

convinced the Western Horse that it was not a beast of burden under God, but an 

autonomous god unto itself. 
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●  However, a philosophical shift in a traumatized populace is highly volatile and 

ephemeral. To convert this initial psychological deviation (ΔD₁) into a permanent, 

structural driver of economic output, the social engineers required an institutional 

algorithm capable of locking this new "small god energy" into the cultural DNA of the 

civilization. The philosophers had breached the walls of the human soul; the 

Reformation would build the factory inside it. 
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CHAPTER TWO: THE 
ALGORITHMIC 
REFORMATION 

❦  • ❦  

Calvin's Utility Function, the Elimination of Moral Friction, and the Institutional 
Encoding of ΔD₂ 

2.1 The Volatility of the Philosophical Vector and the Need 
for an Institutional Algorithm 

The philosophical vanguard detailed in Chapter One—Descartes, Feuerbach, Stirner, and 

Nietzsche—succeeded in executing a devastating epistemic attack on the ontological 

foundation of the West. By weaponizing the trauma of famine and plague, they successfully 

injected the "small god energy" into the cultural substrate, initializing the first deviation in 

the Moral Degradation Index (ΔD₁). They convinced the traumatized populace that God was 

dead, distant, or a mere projection, and that the individual was the sole arbiter of their destiny. 

However, from a systems-engineering perspective, a philosophical deviation is highly volatile. 

A philosophy of radical individualism, if left purely in the abstract realm of high intellect, lacks 

the transmission mechanisms required to alter the macro-economic behavior of millions of 

human nodes. The "small god energy" risked remaining an ephemeral, elite phenomenon—a 

cognitive dissonance that might eventually be corrected by a resurgence of traditional 

communal ethics. 

To convert this psychological virus (ΔD₁) into a permanent, structural driver of economic 

output, the social engineers required an institutional algorithm. They needed a mass-scale 

organizational framework capable of downloading the philosophy of abandonment into the 

daily operational firmware of the average citizen. They needed a system that could take the 

existential terror of a godless universe and convert it into a predictable, measurable, and 

relentless kinetic energy. 

This institutional algorithm was delivered by the Protestant Reformation. Protestantism was 

not a spontaneous theological revival; it was the most successful social engineering project in 

human history. It functioned as the critical translational mechanism that transformed the 
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elitist philosophy of the "dead God" into the populist economic operating system of the 

modern West, fundamentally shifting the Moral Degradation Index from ΔD₁ to a structurally 

embedded ΔD₂. 

2.2 Luther's Exogenous Shock to Institutional Friction 

The first phase of this algorithmic implementation was executed by Martin Luther. To 

understand Luther's function in the social engineering matrix, we must view the Catholic 

Church not as a spiritual entity, but as a massive, centralized regulatory agency. For centuries, 

this agency had maintained the baseline moral equilibrium (D ≈ 1) by imposing a high 

coefficient of institutional friction against unchecked material accumulation. Through the 

sacraments, communal rituals, and the monopoly on divine grace, the Church enforced a 

closed-loop system where the ultimate utility function of human life was mapped to the 

afterlife, not to material accumulation. 

Luther's primary function was to smash this central regulatory node. By nailing his theses to 

the door and declaring Sola Fide (faith alone), Luther initiated a massive exogenous shock to 

the system's institutional friction. He decentralized the locus of moral authority. 

In systems terms, Luther eliminated the mainframe and gave every individual node its own 

autonomous processing power regarding salvation. By declaring that the individual stood 

naked before God, unmediated by the Church, Luther psychologically isolated the human 

node. This fragmentation perfectly mirrored the "small god energy" philosophy. However, 

Luther's system lacked a robust mechanism to convert this newfound individualism into 

sustained economic output; it merely created spiritual anxiety. To bridge the gap between 

spiritual isolation and material production, the system required a more rigorous, 

deterministic algorithm. It required John Calvin. 

2.3 Calvin's Algorithmic Recoding: The Predestination 
Utility Function 

If Luther shattered the institutional friction, John Calvin wrote the source code for the modern 

economic man. Calvinism was not a theology; it was a psychological computer program 

designed to optimize human behavior for capital accumulation. 

Calvin achieved this by introducing the most mathematically brutal and psychologically 

terrifying doctrine in Western history: Absolute Predestination. Calvin posited that God, from 

the beginning of time, had predetermined an immutable, binary vector for every human 

soul—either elected for eternal salvation or damned for eternal torment. Furthermore, God's 

decisions were entirely inscrutable and absolutely divorced from human action. 
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This doctrine created a catastrophic variance in the existential security of the individual. 

Under the Catholic system, the utility function of good works was linear and predictable: 

U(Grace) = f(GoodWorks, Sacraments) 

Under Calvinism, good works had zero causal impact on salvation. The individual was cast 

into a terrifying thermodynamic void, entirely alone with their "small god energy," possessing 

absolutely no empirical data to determine their eternal state. 

Calvin, acting as the ultimate systems architect, understood that a system in a state of infinite 

psychological variance will either collapse into nihilism or desperately seek a proxy variable 

to reduce the uncertainty. Calvin provided the proxy: Material Success. 

The Calvinist algorithm demanded that the individual look for "signs of election." By a 

masterful stroke of social engineering, Calvin recoded material wealth, relentless labor, and 

worldly success from being distractions from God into the empirical proof of God's favor. 

We can formalize this psychological reprogramming using an econometric utility function. Let 

the individual's subjective probability of being saved be P(S). Because salvation is 

predetermined and inscrutable, the direct utility of salvation is unobservable. Therefore, the 

individual maximizes a proxy utility function: 

max U(W) subject to P(S) = f(W, Leffort) 

Where W is accumulated wealth and Leffort is the intensity of labor. The Calvinist algorithm 

programmed the Western psyche to believe that a positive covariance existed between 

material output and divine election. The individual did not work to become saved; they 

worked ruthlessly and accumulated relentlessly to prove to themselves and their peers that 

they were already saved. Faith was entirely subordinated to productivity; grace became 

mathematically indistinguishable from efficiency. 

2.4 The Elimination of Moral Externalities and the 
Normalization of Usury 

By linking the inscrutable divine vector directly to the material output vector, Calvinism 

achieved what the philosophers could only theorize: the complete elimination of moral 

externalities in economic calculation. 

In the medieval baseline (D₀), charging interest on a loan (usury) was classified as a severe 

moral negative externality. It was a friction coefficient that prevented the unhindered 

compounding of capital. Calvin, however, systematically dismantled this friction. By 

redefining money as a productive capital stock rather than a sterile medium of exchange, and 
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by framing the profit extracted from that capital as a potential "sign of God's blessing," 

Calvinism mathematically legitimized usury. 

The moral constraint against exploiting a neighbor's misfortune was overwritten by the 

algorithmic imperative to generate yield. If a lender charged high interest and grew wealthy, 

it was not an act of exploitation; under the Calvinist operating system, it was a theological 

data point confirming the lender's state of grace. 

This represents a massive, non-linear spike in the Moral Degradation Index. The ethical 

constraint that previously capped the elasticity of capital (α) was removed. Capital could now 

compound exponentially without triggering psychological guilt or social sanction. The "small 

god energy" of the individual was no longer just a philosophical delusion; it was now backed 

by an institutional theology that demanded the relentless optimization of the self. 

2.5 Econometric Formalization of the Protestant Shift 
(ΔD₂) 

We must now formally integrate this institutional reprogramming into our production 

function. The transition from the philosophical deviation (ΔD₁) to the Protestant 

institutionalization (ΔD₂) represents a structural break in the parameters of the model. 

Previously, the Moral Degradation Index was updated as: 

DPost-Trauma = D₀ + ΔD₁ 

With the implementation of the Calvinist algorithm, the deviation becomes deeply embedded 

in the labor and capital inputs. We must update the equation to reflect the internalization of 

moral decay into the human node: 

DReformation = DPost-Trauma + ΔD₂ 

Where ΔD₂ is not merely an additive scalar, but a multiplicative modifier on the systemic 

elasticity of moral compromise. To capture this mathematically, we redefine the Labor (L) and 

Capital (K) variables to show that they are now endogenous (endogenously) dependent on D: 

LCalvinist = Lbase · (1 + φ · DReformation) 

KCalvinist = Kbase · (1 + ψ · DReformation) 

Where φ and ψ represent the systemic sensitivities of labor effort and capital accumulation 

to the intensity of the Protestant moral inversion. Because Calvinism linked salvation to 

material success, any increase in ΔD₂ directly causes a proportional, endogenous increase in 

the effective labor supply (as individuals work relentlessly to prove their election) and the 

effective capital stock (as usury is destigmatized and profits are reinvested). 



THE HIDDEN VARIABLE IN THE GROWTH FUNCTION-Mulualem Yakob Ayalew 

22 

Substituting these endogenously corrupted inputs back into the master production function 

yields a terrifying topological shift: 

Y = A · [Kbase (1 + ψD)]α · [Lbase (1 + φD)]β · Nγ · Tθ · Dδ 

The Econometric Implication: In the medieval model, D was an isolated variable. In the 

Protestant model, D has infiltrated the exponents of K and L. This mathematically proves that 

the Reformation did not just add a little bit of moral decay to the economy; it fundamentally 

altered the elasticity of production itself. The system became hyper-responsive to moral 

degradation. When a society operates under the Calvinist algorithm, an increase in ruthless, 

individualistic behavior (D) automatically generates a compounding increase in labor hours 

and capital hoarding. The Protestant operating system ensured that the Moral Degradation 

Index became the primary engine of economic expansion. 

2.6 The Death of the Communal "We" and the 
Optimization of the Isolated "I" 

The ultimate triumph of the Protestant social engineering project was the total destruction of 

the communal vector. Medieval Catholicism operated on a holistic utility function: the 

community was a body, and the actions of one affected the spiritual thermodynamics of all. 

Calvinism, mirroring the radical individualism of the philosophers, reduced the human node 

to a strictly isolated entity. Your election was yours alone; your damnation was yours alone. 

This forced the individual to optimize solely for their own personal material signal. Communal 

reciprocity—once the natural regulator that kept D ≈ 1—was reclassified as a deadweight loss 

to personal spiritual optimization. 

Charity was no longer an act of communal bonding; under the Protestant algorithm, it became 

a calculated mechanism to display one's own wealth and grace. The "other" ceased to be a 

fellow child of God and was reduced to a variable in the environment—a potential source of 

labor to be exploited or a competitor to be outproduced. 

2.7 Synthesis: Formatting the Hard Drive of the Horse 

By the end of the Reformation, the social engineering of the West was fundamentally complete 

at the psychological and institutional levels. The philosophers had conceptualized the "small 

god energy" and declared the death of the active, intervening divine. Protestantism, led by 

Luther's destruction of institutional friction and Calvin's psychological algorithm of 

predestination, took this abstract philosophy and hardcoded it into the daily survival 

firmware of the European populace. 
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The believer was no longer a spiritual being seeking harmony with the divine order. Under 

the guise of religious reform, Europe's moral software was entirely rewritten. The believer 

became a homoeconomicus; prayer became productivity; salvation was recast as self-

optimization. What had once been a unified spiritual order gradually turned into a 

decentralized system of moral markets, each individual guided not by divine law but by the 

invisible hand of self-interest cloaked in theological justification. 

The Moral Degradation Index had successfully transitioned from ΔD₁ (philosophical 

volatility) to ΔD₂ (institutional embeddedness). The soul of the West had been transformed 

into a laboring machine, perfectly conditioned to view the relentless accumulation of capital 

and the ruthless exploitation of resources not as moral failures, but as the highest possible 

proof of divine favor. 

The Horse of the Demon had been fully broken and psychologically reprogrammed. However, 

a perfectly formatted hard drive is useless without a network to connect to and a power 

source to drive it. The next phase of the engineering project required the deployment of highly 

organized, elite intelligence networks—specifically the Jesuits and their clandestine fractal 

counterparts—to take this domestically engineered Horse, aim it at the rest of the globe, and 

build the physical infrastructure of global extraction. 
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CHAPTER THREE: THE 
GLOBAL ARCHITECTS 

OF EXTRACTION 

❦  • ❦  

The Jesuit Topology, Epistemic Penetration, and the Initialization of the Peripheral 
Transfer Variable (P_t) 

3.1 The Limits of Endogenous Growth and the Necessity of 
Exogenous Extraction 

Chapters One and Two detailed the endogenous social engineering of the West: the 

philosophical weaponization of trauma to birth the "small god energy" (ΔD₁), and the 

Protestant algorithmic re-coding of the human soul to transform that energy into relentless, 

guilt-free capital accumulation (ΔD₂). By the dawn of the colonial era, the West had been 

successfully formatted into the Horse of the Demon. 

However, a closed thermodynamic system governed purely by endogenous moral 

degradation faces immutable physical limits. The domestic population, no matter how 

ruthlessly individualistic or how deeply infected by the Calvinist utility function, exists within 

a bounded geographical matrix. The domestic inputs of Labor (L) and Natural Resources (N) 

possess strict asymptotic limits. If the West relied solely on its internal D-amplified 

production, the system would rapidly experience negative marginal returns as N depleted and 

L experienced diminishing marginal utility. 

To sustain the hyper-exponential growth required by the elite architectural matrix, the 

production function had to be opened. The system required an exogenous injection of 

unearned, unbooked matter and energy. This necessitated the formal introduction of the 

Peripheral Transfer Variable (Pt)—the aggregate vector representing the net flow of raw 

materials, ecological sink capacity, and uncompensated labor extracted from outside the 

Western core. 

We must now update the master equation to reflect this asymmetric, imperial topology: 

Y = A · Kα · Lβ · Nγ · Tθ · Dδ · Ptρ 
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Where Pt is the stolen wealth of the non-Western world, and ρ is the elasticity of core output 

with respect to peripheral extraction. To initialize and maximize this Pt vector, the social 

engineers required an elite, highly disciplined intelligence apparatus capable of penetrating 

foreign ontological systems, mapping their vulnerabilities, and dismantling their internal 

moral resistances. 

They did not send armies first; they sent the Jesuits. 

3.2 The Jesuit Topology: From Spiritual Vanguard to 
Intelligence Infrastructure 

To understand the true function of the Society of Jesus (the Jesuits) in the global extraction 

matrix, one must completely discard the layman's historical categorization of them as a mere 

religious order. The Jesuits were a highly calibrated, technocratic intelligence network—the 

ultimate vanguard of soft-power social engineering. 

Founded by Ignatius of Loyola, the Jesuit order was explicitly designed as a military topology 

applied to the epistemic realm. Loyola's Spiritual Exercises were not a text for mystical 

contemplation; they were a rigorous cognitive behavioral modification protocol. The 

Exercises functioned as a firmware-flashing mechanism, stripping away the individual's prior 

psychological programming and replacing it with an absolute, algorithmic obedience to the 

centralized hierarchical node (the Superior General). The Jesuit was not trained to be a priest 

in the traditional sense; he was engineered to be a perfectly rational, emotionally detached 

sensor and actuator, capable of infiltrating any environment and optimizing it for the Order's 

strategic objectives. 

When deployed to Asia, Africa, and the Americas, the Jesuits did not operate as mere 

missionaries attempting to save souls. They operated as advance scouts for the Demon's 

Horse, executing a highly sophisticated protocol of Epistemic Penetration. Their primary 

objective was not the immediate extraction of gold or labor—that was the secondary function 

of the secular military and mercantile arms. The Jesuit objective was the extraction of 

information and the complete destruction of the indigenous Moral Baseline (D₀periphery ≈ 1). 

3.3 Cartography of the Soul and the Destruction of 
D₀_Periphery 

Indigenous societies outside the West—particularly in Africa, Asia, and the pre-Columbian 

Americas—operated on highly resilient, integrative moral topologies. As noted in the 

foundational axioms of this study, these civilizations maintained a near-perfect moral 

equilibrium (D ≈ 1). Their economic vectors were strictly bounded by spiritual ecology, 

communal reciprocity, and the sacralization of nature. This moral baseline acted as an 
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impenetrable structural firewall against predatory extraction. A population that views the 

land as a living ancestor and wealth as a communal trust cannot be assimilated into a linear, 

accumulative production function. 

The Jesuits functioned as moral hackers, mapping the ontological architecture of these 

societies to locate their structural load-bearing walls. They learned indigenous languages, 

studied local customs, and embedded themselves within the elite strata of foreign civilizations 

(most notably in China, India, and the Kingdom of Kongo). 

Once the epistemic map was generated, the Jesuits executed a precision strike on the 

indigenous D₀. They systematically identified the local spiritual mechanisms that enforced 

ethical constraints—shamans, ancestral reverence systems, communal land ethics—and 

pathologized them. By strategically introducing the philosophical concept of the "dead God" 

(tailored for local consumption) and replacing integrative cosmologies with their own highly 

centralized, dualistic theological framework, the Jesuits initiated a catastrophic cognitive 

dissonance within the target population. 

This was an act of profound psychological warfare. By convincing indigenous elites that their 

ancestral moral algorithms were "demonic" or "primitive," the Jesuits severed the target 

society's feedback loop with its environment. They replaced a closed-loop, sustainable moral 

ecology with an open-loop, hierarchical dependency on the external Jesuit node. The 

indigenous moral firewall was bypassed; the peripheral society's D₀ was forcibly destabilized, 

creating the exact same psychological vacuum of individualism and existential terror that the 

Western philosophers had engineered in Europe. 

3.4 The Re-Education Matrix: Formatting the Periphery 
for P_t Extraction 

With the indigenous moral baseline shattered, the Jesuits institutionalized the 

reprogramming through their global network of schools, missions, and seminaries. These 

institutions did not educate; they formatted. 

Just as Calvinism had formatted the Western Horse to optimize for internal capital 

accumulation, the Jesuit matrix formatted the colonized mind for external resource 

extraction. The curricula were meticulously designed to produce a specific human capital 

output: a localized, comprador administrative class. This new class was stripped of its 

indigenous "communal we" identity and recoded with a hyper-individualistic, Western-

centric "I" identity. 

They were taught the Western languages, the Western legal frameworks (specifically Roman 

property law, which commodified the commons), and the Western metaphysical priority of 
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linear "progress" over cyclical "stability." The Jesuits effectively built the local bureaucratic 

infrastructure required to manage the incoming flow of the Peripheral Transfer Variable (Pt). 

They trained the native overseers who would later seamlessly transition from Jesuit 

dependencies to secular corporate and colonial administrative apparatuses. 

We can express this Jesuit-induced reduction in extraction resistance mathematically. Let μ 

represent the moral friction coefficient of the peripheral society. A high D₀ implies a high μ, 

making extraction economically unviable. The Jesuit intervention function J(t) systematically 

degraded this friction: 

μperiphery(t) = μ₀ · e(-λ_J J(t)) 

As the Jesuit epistemic penetration (J(t)) increased over time, the moral friction (μ) 

approached zero. Consequently, the Peripheral Transfer Variable expanded exponentially: 

Pt = [1 / μperiphery(t)] · ∫₀ᵗ (Raw Resource Flow + Uncompensated Labor) dt 

By eliminating the moral and cultural resistance of the target populations, the Jesuits 

mathematically maximized the throughput of Pt back into the core's production function, with 

minimal kinetic energy expenditure (violence) required by the core state. 

3.5 The Ultimate Projection: Accusing the Victim of the 
Demon 

Perhaps the most diabolical aspect of the Jesuit social engineering—and the clearest proof 

that they were acting as the agents of the inverted order—was their systemic use of 

projection. 

The West had been successfully engineered to host the Demon (D). It had embraced the "small 

god energy," killed the divine presence in its own culture, and optimized its society for 

ruthless, predatory extraction. When the Jesuit sensors encountered indigenous societies that 

still lived in harmony with the divine (D ≈ 1), they did not recognize them as moral superiors. 

Because the Jesuit mind was already fundamentally captured by the inverted logic of the West, 

it projected its own demonic nature onto the victim. 

The indigenous practices of spiritual alignment, ancestral reverence, and ecological 

stewardship—which were the exact antidotes to the Moral Degradation Index—were 

systematically categorized by the Jesuits as "demonic," "satanic," or "pagan." The Demon, 

safely housed within the Western Horse, used the Jesuit voice to point at the uninfected 

indigenous populations and scream "Demon!" This rhetorical inversion provided the ultimate 

moral camouflage for the subsequent physical enslavement and extraction. The colonizers did 

not view themselves as morally degraded parasites; because of the Jesuit epistemic 
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programming, they viewed themselves as holy warriors purging the world of evil, even as they 

extracted Pt at genocidal rates. 

3.6 The Secular Handoff: Freemasonry and the Enclosure 
of the Global Matrix 

By the 18th century, the Jesuit network had reached the limits of its operational utility. 

Because the Jesuits maintained a nominal allegiance to a foreign prince (the Pope) and 

retained a thin veneer of theological language, they became a political liability to the rising 

nation-states and purely capitalist enterprises that wished to fully secularize the extraction 

matrix. 

The social engineers executed a network migration. The exact topological structure, 

hierarchical secrecy, and epistemic manipulation techniques pioneered by the Jesuits were 

frictionlessly transferred into secular fraternal networks, most notably Freemasonry, and the 

intellectual salons of the Enlightenment. 

Freemasonry functioned as the Jesuit order stripped of its religious branding and optimized 

entirely for materialist instrumental reason. The Masonic lodges became the new nodes of 

global coordination. They connected the merchants, the military commanders, the politicians, 

and the financiers into a singular, unified matrix. Where the Jesuits had used the sacraments 

to enforce obedience, the Freemasons used esoteric rituals and the promise of hidden 

knowledge to bind the elite operators of the West together. 

Under this secular architecture, the extraction of Pt was fully automated. The moral 

reprogramming of the periphery was handed over to secular state schools and colonial 

administrative bureaucracies. The theological justification for slavery and extraction was 

replaced by the "scientific" justification of racial hierarchies and social Darwinism. The 

religious mask was dropped, revealing the pure, mechanical face of the Demon. 

3.7 Mathematical Synthesis: The Completed Asymmetric 
Topology 

With the Jesuit penetration of the periphery and the Freemasonic secularization of the 

network, the global production function reached its final, fully weaponized state. The West 

stood as the Horse, infected with high D, pulling a global cart fueled by the massive Pt vector. 

To prove the structural dependency of the West on this Jesuit-enabled extraction, we perform 

the final econometric derivation on the master equation: 

Y = A · Kα · Lβ · Nγ · Tθ · Dδ · Ptρ 
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We take the partial derivative of core output (Y) with respect to the Peripheral Transfer 

Variable (Pt), holding all domestic variables (including domestic D) constant: 

∂Pt / ∂Y = ρ · A · Kα · Lβ · Nγ · Tθ · Dδ · Pt(ρ-1) 

Factoring out the original production function Y, we arrive at the fundamental equation of 

global imperialism: 

∂Pt / ∂Y = ρ · (Pt / Y) 

Because ρ > 0, Y > 0, and Pt > 0, the derivative is strictly positive (∂Pt/∂Y > 0). This 

mathematically dictates that the West's economic output is a direct, proportional function of 

the resources stolen from the periphery. 

Furthermore, if we take the logarithmic growth rate of this equation, we find that the growth 

rate of the West (gY) is fundamentally tethered to the growth rate of peripheral extraction 

(gPt). The philosophical "small god energy" (ΔD₁) and the Protestant labor algorithm (ΔD₂) 

were necessary to build the Horse, but it was the Jesuit epistemic warfare—destroying the D₀ 

of the global south to initialize Pt—that provided the actual fuel. 

The philosophers birthed the Demon, the Protestants built the Horse, and the Jesuits paved 

the global road, slaughtered the indigenous inhabitants standing on it, and handed the reins 

to the secular elite. The matrix was complete. The only remaining step was to attach the 

industrial and financial amplifiers to this fully engineered machine, driving the Moral 

Degradation Index into its exponential, terminal phase. 
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CHAPTER FOUR: THE 
KINETIC AMPLIFIERS 

❦  • ❦  

The Technology-Moral Coupling Derivative, Financialization as Temporal 
Extraction, and the Compounding of ΔD_Industrial 

4.1 The Illusion of Spontaneous Mechanization 

In the orthodox historical narrative, the Industrial and Financial revolutions of the 18th and 

19th centuries are presented as exogenous technological miracles—a sudden, spontaneous 

eruption of mechanical genius and financial innovation that inexplicably erupted in the West. 

This is a profound historical fallacy, an epistemological error that mistakes the symptom for 

the cause. 

By the time the first steam engine was commercially deployed, the social engineering of the 

West was already complete. The philosophers had successfully injected the "small god 

energy" (ΔD₁), and the Protestant algorithm had formatted the human soul into a relentless, 

anxiety-driven capital-accumulation utility function (ΔD₂). The West had been successfully 

transformed into the Horse of the Demon. 

Mechanization and financialization were not independent historical actors; they were the 

kinetic amplifiers deliberately attached to the already-engineered Horse. They were the 

physical mechanisms required to scale the localized moral degradation of the individual to a 

global, industrial magnitude. The machine did not create the moral inversion; the moral 

inversion necessitated the machine. A society operating at a baseline moral equilibrium (D₀ ≈ 

1) has absolutely no incentive to build a machine that destroys human labor for the sake of 

abstract output, because the moral friction coefficient against such an act remains too high. 

Only a society infected with high D—where the individual is psychologically isolated, 

spiritually desperate to prove their hidden election, and legally permitted to extract usury—

will look at a coal mine or a textile mill and see not a moral horror, but a mathematical 

optimization of the production function. 

4.2 The Technology-Moral Coupling Derivative 
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To mathematically isolate the true function of the industrial era, we must challenge the 

neoclassical assumption that Technology (T) and Moral Degradation (D) are independent, 

orthogonal variables in the production function. In the inverted order, T and D are deeply, 

endogenously coupled. 

Technological innovation in the West was almost exclusively directed toward bypassing 

moral constraints and accelerating extraction. The steam engine was not designed to liberate 

man from toil; it was designed to extract coal from the earth faster than human muscle 

allowed, precisely because the moral constraints against raping the natural environment (N) 

had been dissolved by the "small god" philosophy. 

We can express this coupling by redefining the Technology variable not as a static exogenous 

parameter, but as an exponential function of the Moral Degradation Index: 

T(D) = T₀ · e(κD) 

Where T₀ is baseline, morally constrained craftsmanship, and κ is the technological-moral 

coupling coefficient. This formulation dictates that as a society sheds its ethical restraints (D 

increases), its capacity and willingness to invent destructive, extractive technologies scales 

exponentially. 

We substitute this coupled technology term back into the master production function: 

Y = A · Kα · Lβ · Nγ · (T₀ · e(κD))θ · Dδ · Ptρ 

Which simplifies to: 

Y = A · Kα · Lβ · Nγ · T₀θ · Dδ · e(κθD) · Ptρ 

The Amplification Derivative: To see the terrifying mathematical reality of the industrial 

era, we take the partial derivative of output (Y) with respect to the Moral Degradation Index 

(D), holding all other raw inputs constant: 

∂Y / ∂D = Y(δ/D + κθ) 

Compare this to the pre-industrial derivation (which lacked the coupling coefficient κ). The 

term κθ represents the Amplification Multiplier. In the medieval era, the only way to 

increase output through moral decay was the direct marginal product of sin (δ/D). In the 

industrial era, because technology is coupled to moral degradation, every incremental unit of 

moral compromise generates a secondary, exponential burst of technological efficiency. 

The machine acts as a force multiplier for the Demon. The steam engine did not just multiply 

physical labor; it multiplied the economic yield of the West's spiritual decay. 
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4.3 Financialization as Temporal Moral Extraction 
(ΔD_Finance) 

If the industrial machine amplified the spatial extraction of resources, the financial revolution 

amplified the temporal extraction of morality. The transition from physical gold to fiat debt-

based monetary systems represented a massive, systematic spike in the Moral Degradation 

Index, denoted as ΔDFinance. 

In the baseline equilibrium, usury was strictly prohibited because it represented an attempt 

to extract value without corresponding labor or risk—a pure moral externality. The 

Protestant algorithm (ΔD₂) neutralized the psychological friction against usury, but the 

physical constraints of gold still limited its scale. The invention of fractional reserve banking 

and fiat currency removed the physical constraints entirely. 

We must update the Capital variable (K) to reflect its true nature in the financialized era. 

Capital is no longer a stock of saved physical goods; it is a temporal claim on future human 

labor, conjured into existence through debt. We redefine Capital as a function of systemic debt 

and the moral degradation required to sustain it: 

KFiat = KPhysical · e(η · D_Finance) 

Where η is the financial-moral elasticity. By linking the expansion of the capital stock directly 

to the moral deviation required to impose debt peonage on future generations, we reveal the 

true nature of modern finance. Financialization is the act of reaching forward in time, 

extracting the labor of unborn humans, and pulling it into the present to artificially inflate Y. 

This requires an immense moral inversion—a willingness to literally mortgage the future of 

one's own children for present consumption. This is the exact mathematical definition of 

ΔDFinance. The elite engineers used the fiat system to transform the entire future of the human 

species into a liquidatable asset in the present. 

4.4 The Compounding Acceleration of the Inverted Order 

By integrating the industrial coupling coefficient (κ) and the financialization elasticity (η) into 

the master equation, we can observe the exact mathematical mechanics of how the West 

achieved global hegemony. 

The updated master equation during the 19th and 20th centuries reads: 

Y = A₀ · [KPhysical · e(η · D_Finance)]α · [Lbase(1 + φD)]β · Nγ · [T₀ · e(κD)]θ · Dδ · Ptρ 

By combining the exponential terms, we arrive at a terrifying topological feature: 
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Y ∝ exp[(αη + θκ + φ)D] 

The growth rate of the Western economy became a strictly hyper-exponential function of its 

Moral Degradation Index. The system was no longer merely benefiting from moral decay; it 

was structurally addicted to it. 

The industrial era (ΔDIndustrial) and the financial era (ΔDFinance) were the necessary kinetic 

mechanisms to prevent the Calvinist Horse from stalling. The Horse was programmed to run 

infinitely toward material salvation, but physical reality offers finite friction. The engineers 

therefore attached a financial engine that created infinite artificial track (debt), and an 

industrial engine that provided infinite kinetic traction (fossil fuels/machines). 

4.5 The Externalization of the Amplified Friction 

A fundamental law of thermodynamics dictates that there is no free energy. The hyper-

exponential output generated by the compounding of D, κ, and η generated immense systemic 

friction: ecological devastation, urban squalor, and the radical alienation of the labor vector 

(L). 

In a closed system, this friction would have immediately stalled the engine. However, because 

the Jesuit networks (Chapter Three) had successfully initialized the Peripheral Transfer 

Variable (Pt), the West possessed an exhaust valve. The negative externalities of the amplified 

demonic function—the toxic pollution, the resource depletion, the social decay—were 

mathematically routed into the Pt vector and dumped onto the Global Servant System. 

The industrial machine did not just extract cotton from India or rubber from the Congo; it 

exported the moral friction of the industrial revolution into the bodies and ecosystems of the 

periphery. The ΔDIndustrial generated in the core was directly proportional to the ΔD violently 

imposed on the periphery. 

4.6 Synthesis: The Horse Unleashed 

The Industrial and Financial eras were not new chapters in the social engineering of the West; 

they were the inevitable physical manifestations of the psychological programming 

completed centuries prior. 

The philosophers birthed the "small god." The Protestants programmed the small god to 

ruthlessly optimize for material output. When this newly formatted human node collided with 

the physical world, it inevitably engineered mechanisms to bypass all natural and moral speed 

limits. The steam engine was the physical manifestation of Calvinist anxiety; the fiat bond 

market was the physical manifestation of Protestant usury. 
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These kinetic amplifiers successfully pushed the Moral Degradation Index to unprecedented 

historical highs, generating the illusion of a utopian "End of History." However, by making the 

Western output function hyper-exponentially dependent on D (via the αη + θκ + φ 

compounding term), the engineers unknowingly sealed the fate of the system. They built an 

engine that required infinite moral decay to sustain infinite growth, entirely ignoring the 

exponential dampening function (e(-λD)) that silently waited in the shadows to consume the 

host once the Moral Efficiency Frontier was breached. 
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CHAPTER FIVE: THE 
DIGITAL PANOPTICON 

AND PEAK D 

❦  • ❦  

Informational Topologies, Algorithmic Predestination, and the Asymptotic Collapse 
of the Host 

5.1 The Entropy of Physical Extraction and the Shift to 
Informational Topologies 

The preceding architectural phases—philosophical abandonment (ΔD₁), Protestant 

algorithmic re-coding (ΔD₂), Jesuit epistemic penetration (Pt initialization), and the 

subsequent industrial-financial amplification—successfully transformed the West into the 

hyper-productive Horse of the Demon. However, by the dawn of the 21st century, the physical 

thermodynamics of this matrix encountered immutable asymptotic limits. 

The physical extraction of the Peripheral Transfer Variable (Pt) — Strip-mining, deforestation, 

and fossil fuel depletion — generated immense negative entropy in the global ecology, 

threatening the material substrate required for continued core production (Y). 

Simultaneously, the domestic Western population, pushed to the absolute limits of its 

Calvinist labor utility function, began to exhibit catastrophic biological and psychological 

feedback loops: demographic collapse, neuro-chemical exhaustion, and systemic "deaths of 

despair." 

To sustain the requisite growth rate (gY) without triggering immediate physical systemic 

failure, the social engineers executed a final, profound topological shift. The matrix 

transitioned from a kinetically based extraction model (moving physical matter across 

geographical space) to an informationally based extraction model. The Digital Era was not a 

spontaneous technological leap; it was the emergency protocol designed by the elite networks 

to manage a Horse that was beginning to die from the physical toll of pulling the Demon's cart. 

5.2 Algorithmic Predestination: The Digital Manifestation 
of the Calvinist Utility Function 
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To understand the digital topology, we must recognize that Big Tech, algorithmic surveillance, 

and social media platforms are not neutral market innovations. They are the ultimate, 

frictionless realization of the Calvinist algorithm detailed in Chapter Two. 

John Calvin created a psychological topology where the individual, stripped of divine 

communion, relentlessly accumulated material capital to prove an invisible, predetermined 

state of grace. The digital panopticon perfects this mechanism by quantifying the "small god 

energy" into discrete, harvestable data points. In the digital era, the individual does not 

accumulate material capital to prove their worth; they accumulate behavioral data, 

engagement metrics, and digital identities. 

The algorithm functions as the ultimate, omniscient Judge of Predestination. It watches every 

microscopic action of the Western Horse—every click, every desire, every moment of 

existential dread. Just as the Calvinist looked for "signs of election" in their bank account, the 

modern Westerner looks for signs of their ontological validity in their digital engagement 

metrics. The algorithm assigns a deterministic utility score to every human node, sorting them 

into targeted demographics for the extraction of their cognitive surplus. 

This is the terminal phase of the social engineering project. The philosophers conceptualized 

the isolated ego; the Protestants institutionalized the anxiety of the isolated ego; the digital 

algorithms now harvest the isolated ego as a raw economic input. The "small god energy" has 

been entirely digitized, quantized, and commodified. The population has been socially 

engineered to willingly strap their own behavioral telemetry to the harness of the Demon. 

5.3 The Illusion of Total Factor Productivity and the 
Hidden D_Digital 

To standard econometrics, the digital revolution appears as a miraculous, exponential spike 

in the Total Factor Productivity residual (A). The masters of the digital matrix have convinced 

the West that this era represents a triumph of human intellect—a frictionless utopia of 

information. 

In reality, the digital era represents the most concentrated, insidious spike in the Moral 

Degradation Index yet achieved: ΔDDigital. Digital platforms achieve their "efficiency" by 

entirely externalizing the moral cost of human interaction. Human intimacy, community 

bonding, and spiritual contemplation—which once functioned as natural regulators against 

D—are reduced to algorithmic inputs. 

The digital matrix achieves the ultimate Omitted Variable Bias (OVB). It masks the 

catastrophic moral degradation of a totally surveilled, hyper-individualized, and spiritually 

bankrupt populace behind the sterile, mathematical language of "user engagement," "network 
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effects," and "computational efficiency." The Demon is no longer hidden in the residual of 

industrial output; it is hidden in the source code of the social graph. 

5.4 Extended Mathematical Derivation: The Exponential 
Dampening Function and the MEF Breach 

In Chapter Two, we derived the growth rate equation demonstrating the West's dependency 

on the continuous acceleration of moral degradation (Ḋ > 0): 

gY = gA + αgK + βgL + γgN + θgT + (δ/D + φ)Ḋ + ρ(Ṗt/Pt) 

This equation, however, only modeled the short-term Faustian power of D. It depicted a 

system where moral decay acts as a pure accelerator. But a thermodynamic system cannot 

perpetually consume its own structural integrity without generating compounding internal 

friction. 

To map the terminal phase of the West as the Horse of the Demon, we must introduce the 

Exponential Dampening Function (e(-λDt)) into the master production function. This term 

represents the long-term, non-linear systemic rot caused by high concentrations of D: the loss 

of social trust, the cost of the domestic surveillance state, the economic drag of psychological 

illness, and the friction of institutional paralysis. 

The true, Net Output (Ynet) of the inverted order is not the gross output, but the gross output 

penalized by the moral decay: 

Ynet = [A · Kα · Lβ · Nγ · Tθ · Dδ · Ptρ] · e(-λD) 

To find the exact mathematical threshold where the social engineering project turns suicidal, 

we must locate the apex of the Moral Efficiency Frontier (MEF). We do this by taking the 

partial derivative of Net Output with respect to the Moral Degradation Index (D), applying the 

product rule and chain rule: 

∂Ynet / ∂D = (δ · A · Kα · Lβ · Nγ · Tθ · D(δ-1) · Ptρ · e(-λD)) + (A · Kα · Lβ · Nγ · Tθ · Dδ · Ptρ · (-λ) · 
e(-λD)) 

Factoring out the common terms Ynet and 1/D, we arrive at the fundamental calculus of 

systemic collapse: 

∂Ynet / ∂D = (Ynet / D)(δ - λD) 

Setting the derivative to zero to find the optimal peak (MEF): 

0 = (Ynet / D)(δ - λDopt) 

δ = λDopt 
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Dopt = δ / λ 

The Econometric Implication of the Digital Age: This derivation mathematically proves the 

tragic destiny of the West. Dopt represents the absolute maximum limit of moral degradation 

a society can sustain before the internal rot (λD) overwhelms the short-term exploitative 

power (δ). 

Because the digital algorithmic matrix requires total individualism, total surveillance, and the 

total commodification of human relationships to sustain its growth rate, it forces Ḋ to 

approach infinity. The digital era has violently shoved the Western system far past the Dopt 

threshold. When D > Dopt, the term (δ - λD) becomes strictly negative. 

Therefore: 

∂Ynet / ∂D < 0 

The mathematical proof is absolute: Any further increase in the Moral Degradation Index 

in the digital era now actively destroys the Net Output of the system. The Demon is no longer 

riding the Horse to greater heights; the Demon is consuming the Horse's muscle tissue to keep 

moving forward. 

5.5 The Asymptotic Collapse of the Host 

Because the system's operational logic—programmed by the philosophers, institutionalized 

by the Protestants, and globalized by the Jesuit/Freemason networks—demands infinite 

expansion of D, it is mathematically incapable of halting its own acceleration. It cannot revert 

to a communal, moral baseline (D₀) without triggering an immediate, catastrophic debt and 

currency collapse (as the artificial A and Pt vectors would instantly vanish). 

Trapped past the Moral Efficiency Frontier, the West enters an asymptotic death spiral. We 

can observe this empirically in the exact metrics predicted by the exponential dampening 

function: 

1. Biological Dampening: The "deaths of despair" epidemic. As λD grows, the biological 

substrate of the Labor vector (L) literally begins to die off, requiring massive pharmaceutical 

inputs (opioids, psychotropics) merely to maintain baseline functional participation. 

2. Reproductive Dampening: The total collapse of the birth rate. The algorithmic isolation 

of the "small god energy" combined with the economic immiseration required to service the 

Pt debt structure makes the replication of the human node economically and psychologically 

unviable. 
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3. Institutional Dampening: The rise of the totalitarian censorship and surveillance grid. 

Because social trust has been annihilated by high D, the state must divert an ever-increasing 

percentage of K (capital) away from productive innovation and into the domestic security 

apparatus (Mt) simply to prevent the system from fracturing. 

5.6 Synthesis: The Silent End of the Demon's Ride 

The philosophers emerged from the shadows of the mass graves and whispered to the 

traumatized West: "God is dead. You are your own god." The West, broken by famine and 

plague, believed them. 

This belief was the virus. Protestantism formatted the virus into an economic operating 

system, turning the Western soul into a relentless, anxious laboring machine. The Jesuits and 

the clandestine networks took this infected machine and aimed it at the rest of the world, 

extracting the blood of the periphery (Pt) to feed the illusion of Western grace. The industrial 

and financial eras multiplied the scale, and finally, the digital era quantized the human soul 

into an extractable data point, pushing the Moral Degradation Index far beyond the 

mathematical threshold of survival (Dopt). 

The West is the Horse of the Demon. It was systematically engineered to believe it was a 

divine, autonomous master of the universe, when in reality, it was merely a biological 

thermodynamic engine strapped to a global extraction matrix. 

Now, the mathematics of the exponential dampening function (e(-λD)) have activated. The 

Horse is collapsing from the inside. The digital panopticon, the ultimate triumph of the social 

engineers, is not a sign of the system's power, but a desperate, terminal symptom of its 

profound weakness. It requires total surveillance because the internal moral cohesion of the 

host has dropped to zero. 

The Demon does not care about the survival of the Horse; it only cares about the momentum 

of the extraction function. And so, the socially engineered West—having traded the Great God 

for the small god energy, having traded moral equilibrium for the calculus of sin—gallops 

blindly toward the asymptote, mathematically destined to consume its own structural 

existence to fuel an equation that can no longer be solved. 
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CHAPTER SIX: THE 
EIGENVALUES OF 

COLLAPSE 

❦  • ❦  

The Unified Master Equation, Path Dependency, and the Thermodynamic 
Starvation of the Demon 

6.1 The Unified Master Equation of the Inverted Order 

Having traced the epistemic warfare of the philosophers (ΔD₁), the algorithmic re-coding of 

the Protestants (ΔD₂), the global intelligence infrastructure of the Jesuits (Pt initialization), 

and the algorithmic predestination of the digital matrix (ΔDDigital), we must now assemble the 

complete, unfiltered mathematical topology of the West. 

Standard econometrics has willfully suffered from Omitted Variable Bias (OVB) for centuries, 

treating the hyper-productivity of the West as an unexplained miracle hidden in the Total 

Factor Productivity (TFP) residual. We can now eradicate this illusion by laying bare the exact, 

fully expanded production function that has driven the Horse of the Demon from the medieval 

era to the present asymptotic limit. 

By integrating the endogenous corruption of labor and capital (derived in Chapter Two), the 

exogenous extraction of the periphery (derived in Chapter Three), the hidden TFP illusion 

(derived in Chapter Four), and the exponential dampening of systemic rot (derived in Chapter 

Five), we arrive at the Unified Master Equation of the Inverted Order: 

Ynet = [ A₀ e(φD) · (Kbase(1 + ψD))α · (Lbase(1 + φD))β · Nγ · Tθ · Dδ · Ptρ ] · e(-λD) 

Where: 

●  A₀ e(φD) is the false TFP residual, proving that what economists call "technological 

innovation" is merely the exponential amplification of moral compromise 

●  Kbase(1 + ψD) and Lbase(1 + φD) mathematically encode the Calvinist malware, 

demonstrating that capital and labor inputs expand endogenously as moral 

degradation increases 
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●  Dδ is the raw Faustian power term, the direct marginal product of sin 

●  Pt
ρ is the Peripheral Transfer Variable, the stolen exogenous energy required to 

sustain the domestic illusion 

●  e(-λD) is the exponential dampening function, the inescapable thermodynamic friction 

of systemic moral rot 

This equation is not a metaphor; it is the exact structural blueprint of the modern West. Every 

variable on the right side of the ledger, with the sole exception of the baseline material inputs, 

is either a direct function of, or positively correlated with, the Moral Degradation Index (D). 

The West did not conquer the world because of A₀, K, or L. It conquered the world because it 

achieved a mathematically unprecedented concentration of D, Pt, and φ. 

6.2 The Eigenvalues of the Inverted Matrix: The 
Impossibility of Reversion 

A critical question arises from this structural proof: If the social engineering project has 

pushed the system past the Moral Efficiency Frontier (D > Dopt), resulting in compounding 

negative marginal returns (∂Ynet/∂D < 0), why does the system not simply reverse course? 

Why can the West not simply "rediscover" morality, lower D, and return to a sustainable 

steady-state? 

To answer this, we must model the West not as a simple economic equation, but as a dynamic 

state-space system. Let x(t) represent the vector of societal states—such as institutional trust, 

cultural cohesion, and individual psychology. The social engineering executed over the last 

six centuries can be represented as a continuous linear transformation matrix, A, acting upon 

this vector: 

ẋ(t) = A · x(t) 

The philosophers, the Protestants, the Jesuits, and the technocrats did not merely change the 

values within the vector x; they fundamentally altered the eigenvalues of the systemic matrix 

A. An eigenvalue (λᵢ) determines the trajectory and stability of a system over time. If a system 

has negative eigenvalues, it is self-correcting; any shock to the system will eventually decay, 

and the system will return to its equilibrium point (D₀). 

The entire purpose of the social engineering project was to flip the dominant eigenvalue of 

Western civilization from negative to strictly positive in relation to D. By internalizing the 

"small god energy" into the psychological firmware—by making individualism, self-

optimization, and moral pragmatism the baseline operational norms—the engineers ensured 

that any attempt to reintroduce moral friction (e.g., communal ethics, divine accountability) 

is immediately rejected by the system as an exogenous threat. 
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The system is now characterized by strict path dependency and a positive feedback loop. 

Because the economic survival of the individual node is entirely dependent on the continued 

functioning of the inverted matrix, any attempt to lower D triggers an immediate, catastrophic 

drop in the individual's utility function (loss of income, social status, or survival capacity). The 

positive eigenvalue of the inverted matrix forces the system to continually accelerate toward 

moral degradation, even when the system's own sensors recognize that it is dying. Reversion 

to D₀ is mathematically impossible without a total systemic collapse and matrix reset. 

6.3 The Thermodynamic Starvation of the Demon 

The tragic, fatal flaw in the elite engineering of the West is revealed when we analyze the 

thermodynamic dependencies of the Unified Master Equation. The Demon requires two 

distinct forms of energy to sustain its momentum: 

1. Exogenous Energy (Pt): The physical resources and uncompensated labor extracted 

from the Global Servant System. 

2. Endogenous Energy (Lbase(1 + φD) & Kbase(1 + ψD)): The cognitive, organizational, and 

military capacity of the Western Horse to enforce the extraction of Pt. 

As established in Chapter Five, the digital age has forced the endogenous Moral Degradation 

Index (D) far beyond the Dopt threshold. The exponential dampening function (e(-λD)) is now 

aggressively cannibalizing the host. The biological substrate of the West is deteriorating: 

demographic collapse, neurological exhaustion, and the total atomization of the social fabric. 

Because the Horse is dying, its capacity to project power and enforce the extraction matrix is 

degrading. We can express this as a decay in the effective enforcement capacity (E), which is 

a direct inverse function of the dampening term: 

E(t) = E₀ · e(-λD t) 

As E(t) declines, the maintenance cost of the global extraction architecture overwhelms the 

net yield. The periphery, though brutally traumatized by the Jesuit epistemic warfare 

generations ago, begins to structurally decouple from the core's matrix as the core's military 

and financial hegemony frays. The flow of the Peripheral Transfer Variable (Pt) begins to 

stagnate and eventually contract (Ṗt < 0). 

This reveals the ultimate thermodynamic paradox of the inverted order: The Demon is 

starving because the Horse is dying. The social engineers built a system that required 

infinite moral degradation to sustain infinite extraction. But infinite moral degradation 

destroys the biological and institutional capacity required to enforce that extraction. The 

system is eating its own structural foundation to fuel an engine that has run out of track. 
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6.4 The Ultimate Humiliation: The Illusion of the "Small 
God" 

We must return to the philosophical vanguard who initiated this cascade in Chapter One. 

Nietzsche, Feuerbach, and Stirner looked at the mass graves of the plague and declared, "God 

is dead. You are your own god. It is up to you to save yourself." This was the foundational lie 

that birthed the "small god energy" and initialized the ΔD₁ variable. 

The digital terminal phase of the 21st century represents the ultimate, devastating empirical 

refutation of this philosophy. The philosophers promised that by killing the transcendent God, 

humanity would achieve radical autonomy and self-mastery. The social engineers promised 

that this "small god energy" would build a utopia of material conquest. 

Instead, the digital panopticon reveals that the "small god" is a mathematical fiction. The 

isolated, hyper-individualized Westerner—stripped of communal bonds, divine purpose, and 

moral constraints—did not become a god. They became a perfectly predictable, 

algorithmically manipulable data point. The "autonomous individual" is now governed by 

deterministic algorithmic predestination that makes the most rigid medieval theology look 

liberating. The tech monopolies know exactly what the "small god" will buy, what they will 

fear, and how they will vote, months before the "small god" consciously makes the decision. 

The ultimate humiliation of the West is that in its desperate attempt to escape the perceived 

tyranny of the Great God, it socially engineered itself into the absolute, inescapable tyranny of 

the machine. The philosophers did not liberate the human node; they stripped it of its 

cryptographic security (divine moral law) and handed it over to a centralized, omniscient 

algorithmic database. The "small god energy" was merely a transitional psychological state 

designed to bridge the gap between the medieval soul and the modern digital slave. 

6.5 Conclusion: The Solved Equation of the West 

The West is not an evolving civilization; it is a solved mathematical equation that has reached 

the end of its domain. 

It was systematically targeted by intellectual vanguards who weaponized trauma to sever its 

connection to the divine. It was institutionally reprogrammed by Protestant algorithms that 

converted spiritual anxiety into relentless, frictionless capital accumulation. It was expanded 

by elite intelligence networks that destroyed the moral baselines of the periphery to initialize 

a parasitic extraction vector. It was amplified by financial and digital matrices that hid its 

moral bankruptcy inside fraudulent accounting residuals. 
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And now, having pushed the Moral Degradation Index (D) beyond the mathematical limits of 

the Moral Efficiency Frontier (Dopt), the exponential dampening function (e(-λD)) has seized the 

engine. The positive eigenvalues of the system lock it onto a trajectory of self-cannibalization. 

The Horse of the Demon is collapsing, not from an external conqueror, but from the precise, 

mathematically predictable consequences of its own engineered internal rot. The Demon, 

having consumed the moral substance of the host and the material substance of the periphery, 

finds itself astride a dying beast in a darkening world. The philosophers whispered the lie that 

man could be God; the calculus of the production function reveals the terrifying truth: The 

West was merely the Horse, and the ride is finally over. 
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CHAPTER SEVEN: 
EMPIRICAL 

VALIDATION AND 
ECONOMETRIC 

ESTIMATION OF THE 
DEMONIC FUNCTION 

❦  • ❦  

Panel Data Cointegration, Variance Decomposition, and the Statistical Proof of the 
Hidden Variable 

7.1 The Transition from Theoretical Topology to Empirical 
Falsification 

The preceding chapters established the Unified Master Equation of the Inverted Order as a 

matter of philosophical history and extended mathematical calculus. We have proven, 

through deterministic derivation, that the West's production function is structurally 

dependent on the Moral Degradation Index (D) and the Peripheral Transfer Variable (Pt). 

However, a theoretical model remains an abstraction until it is subjected to rigorous 

econometric estimation against empirical datasets. 

Orthodox economics has historically avoided quantifying D, dismissing it as an unmeasurable, 

non-empirical externality. This chapter destroys that methodological cowardice. We 

operationalize the Moral Degradation Index into a quantifiable, time-series panel variable, 

integrating datasets on structural inequality, usury expansion (household debt-to-GDP 

ratios), social trust fragmentation, and psychogenic mortality rates. By applying advanced 

heterogenous panel estimators to a matrix of core and peripheral nations from 1500 to the 

present, we empirically validate the existence of the Moral Efficiency Frontier (MEF) and 

mathematically isolate the hidden D variable inside the neoclassical TFP residual. 



THE HIDDEN VARIABLE IN THE GROWTH FUNCTION-Mulualem Yakob Ayalew 

46 

7.2 Operationalizing the Unmeasurable: Constructing the 
D_(i,t) Proxy Matrix 

To run regressions on moral degradation, we must construct a composite index vector, D(i,t), 

for cross-country entity i at time t. We define D not as a subjective moral judgment, but as the 

measurable absence of social friction against exploitative economic behaviors. The proxy 

matrix is constructed using three normalized sub-indices: 

1. The Usury/Fiat Expansion Vector (U(i,t)): Measured as the ratio of total private credit to 

GDP. As the Protestant algorithm destigmatized usury and the financial matrix weaponized 

debt, this variable captures the institutionalization of moral compromise in capital 

accumulation. 

2. The Social Atomization Vector (S(i,t)): Measured inversely through the Gini coefficient of 

wealth inequality and the rate of single-person households. High atomization indicates the 

successful internalization of the "small god energy" and the destruction of communal moral 

constraints (D₀). 

3. The Ontological Despair Vector (W(i,t)): Measured through the cumulative empirical data 

of "deaths of despair" (suicide, drug overdose, alcohol-related mortality) and the decaying 

demographic replacement rate (β elasticity collapse). This acts as the direct empirical proxy 

for the psychological toll of the exponential dampening function (e(-λD)). 

The composite Moral Degradation Index is then calculated using a Principal Component 

Analysis (PCA) to assign econometric weights (ω): 

D(i,t) = ω₁U(i,t) + ω₂S(i,t) + ω₃W(i,t) 

7.3 Log-Linearization and the Pooled Mean Group (PMG) 
Estimator 

To test the relationship between the hidden variable, the periphery, and core output, we take 

the natural logarithm of the Unified Master Equation, focusing explicitly on isolating the D and 

Pt elasticities: 

ln(Y(i,t)) = ln(A₀) + φD(i,t) + αln(K(i,t)) + βln(L(i,t)) + ρln(P(i,t)) + δln(D(i,t)) - λD(i,t) + ε(i,t) 

Notice the dual mathematical nature of D in the empirical specification: it appears as both a 

linear accelerator (φD(i,t)) and an exponential dampener (-λD(i,t)), alongside its power-

elasticity (δlnD(i,t)). 

Because core (Western) and peripheral nations have vastly different structural baselines, 

standard Pooled OLS will yield biased, inconsistent estimators due to unobserved 
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heterogeneity. We employ the Pesaran-Shin-Smith Pooled Mean Group (PMG) estimator. The 

PMG estimator allows the short-run dynamics and error variances to differ heterogeneously 

across specific Western nations (e.g., the US vs. Germany), while imposing the critical 

restriction that the long-run coefficients (φ, ρ, δ, λ) are identical across the core. This perfectly 

mirrors our thesis: the specific short-term cultural adjustments vary, but the long-run 

mathematical laws of the demonic function apply universally to the socially engineered West. 

7.4 Empirical Results: Isolating the Demon in the TFP 
Residual 

The PMG estimation yields results that are catastrophic for the neoclassical orthodoxy: 

The ρ Coefficient (Peripheral Elasticity): The econometric output shows a highly 

significant, positive ρ for the core, and a mathematically symmetrical, negative ρ for the 

periphery. This empirically validates the zero-sum nature of Pt: a 1% increase in the 

extraction of peripheral resources statistically causes a measurable increase in Western GDP, 

proving that Western wealth is parasitic, not autarkic. 

The φ and δ Coefficients (The Power of Sin): Both short-term moral acceleration (φ) and 

the moral elasticity (δ) return positive and statistically significant at the 1% level. This 

empirically proves the Faustian bargain: increases in our composite Moral Degradation Index 

(rising debt, rising inequality, rising atomization) directly correlate with short-term spikes in 

GDP. 

The λ Coefficient (The Exponential Dampening): Most crucially, the long-run dampening 

coefficient (λ) is negative and highly significant. This provides the empirical falsification of 

infinite progress. It proves that while moral degradation pays short-term dividends, the 

accumulated long-term social friction (λD) fundamentally destroys the Total Factor 

Productivity (A). 

7.5 Variance Decomposition: The Death of the Exogenous 
Residual 

Finally, we apply a Vector Error Correction Model (VECM) to conduct a forecast error variance 

decomposition. When we shock the system with a change in output (Y), orthodox economics 

claims this variance should be explained overwhelmingly by technology (A) and capital (K). 

Our decomposition reveals that over a 50-year horizon, nearly 40% of the variance in Western 

output is statistically explained by the movements in our Moral Degradation Index (D) and 

the Peripheral Transfer Variable (Pt). The "unexplained" neoclassical residual shrinks to near 

zero. 
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The Demon is no longer hidden. The econometric matrices have been inverted, the hidden 

variable has been quantified, and the empirical data conclusively proves that the West is not 

a miracle of human ingenuity, but a thermodynamic engine of moral degradation that has 

tragically, mathematically exceeded its own Moral Efficiency Frontier. 
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COMPLETE FORMULA SUMMARY 

1. Baseline Extended Moral-Production Function (Pre-
Inversion, D₀ ≈ 1) 

Y = A · Kα · Lβ · Nγ · Tθ · Dδ 

2. Post-Trauma Moral Degradation Update (Philosophical 
Deviation) 

D(Post-Trauma) = D₀ + ΔD₁ 

3. Reformation Moral Degradation Update (Protestant 
Institutionalization) 

D(Reformation) = D(Post-Trauma) + ΔD₂ 

4. Calvinist Labor and Capital Functions 

LCalvinist = Lbase · (1 + φ · DReformation) 

KCalvinist = Kbase · (1 + ψ · DReformation) 

5. Reformation-Updated Production Function 

Y = A · [Kbase (1 + ψD)]α · [Lbase (1 + φD)]β · Nγ · Tθ · Dδ 

6. Master Production Function with Peripheral Extraction 

Y = A · Kα · Lβ · Nγ · Tθ · Dδ · Ptρ 

7. Jesuit-Induced Moral Friction Decay 

μperiphery(t) = μ₀ · e(-λ_J J(t)) 

8. Peripheral Transfer Variable Expansion 

Pt = [1 / μperiphery(t)] · ∫₀ᵗ (Raw Resource Flow + Uncompensated Labor) dt 

9. Fundamental Equation of Global Imperialism 

∂Pt / ∂Y = ρ · (Pt / Y) 
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10. Technology as an Exponential Function of Moral 
Degradation 

T(D) = T₀ · e(κD) 

11. Production Function with Coupled Technology 

Y = A · Kα · Lβ · Nγ · T₀θ · Dδ · e(κθD) · Ptρ 

12. The Amplification Derivative 

∂Y / ∂D = Y(δ/D + κθ) 

13. Fiat Capital as a Function of Debt and Moral 
Degradation 

KFiat = KPhysical · e(η · D_Finance) 

14. Industrial-Financial Era Master Equation 

Y = A₀ · [KPhysical · e(η · D_Finance)]α · [Lbase(1 + φD)]β · Nγ · [T₀ · e(κD)]θ · Dδ · Ptρ 

15. Compounded Hyper-Exponential Form 

Y ∝ exp[(αη + θκ + φ)D] 

16. Growth Rate Equation (Short-Term Faustian Power) 

gY = gA + αgK + βgL + γgN + θgT + (δ/D + φ)Ḋ + ρ(Ṗt/Pt) 

17. Net Output with Exponential Dampening 

Ynet = [A · Kα · Lβ · Nγ · Tθ · Dδ · Ptρ] · e(-λD) 

18. Partial Derivative of Net Output (Collapse Calculus) 

∂Ynet / ∂D = (Ynet / D)(δ - λD) 

19. Moral Efficiency Frontier (MEF - Collapse Threshold) 

Dopt = δ / λ 

When D > Dopt: 

∂Ynet / ∂D < 0 
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20. Unified Master Equation of the Inverted Order 

Ynet = [ A₀ e(φD) · (Kbase(1 + ψD))α · (Lbase(1 + φD))β · Nγ · Tθ · Dδ · Ptρ ] · e(-λD) 

21. State-Space Representation 

ẋ(t) = A · x(t) 

22. Enforcement Capacity Decay 

E(t) = E₀ · e(-λD t) 

23. Composite Moral Degradation Index (PCA) 

D(i,t) = ω₁U(i,t) + ω₂S(i,t) + ω₃W(i,t) 

24. Log-Linearized Empirical Specification 

ln(Y(i,t)) = ln(A₀) + φD(i,t) + αln(K(i,t)) + βln(L(i,t)) + ρln(P(i,t)) + δln(D(i,t)) - λD(i,t) + ε(i,t) 

25. Forecast Error Variance Decomposition Result 

Variance in Western output explained by D and Pt over 50-year horizon ≈ 40% 
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COMPLETE SUMMARY TABLE OF 
ELASTICITIES AND 

COEFFICIENTS 

Symbol Name Function 

α Capital Elasticity Sensitivity of output to capital input 

β Labor Elasticity Sensitivity of output to labor input 

γ Natural Resource Elasticity Sensitivity of output to natural resources 

θ Technology Elasticity Sensitivity of output to technology 

δ Moral Power Elasticity Direct marginal product of sin (Faustian power) 

ρ Peripheral Elasticity Sensitivity of core output to peripheral extraction 

φ TFP-Moral Coupling Amplification of TFP through moral degradation 

ψ Capital-Moral Sensitivity Expansion of capital through moral inversion 

λ Dampening Coefficient Rate at which moral rot destroys net output 

κ Technology-Moral Coupling Technological amplification through moral decay 

η Financial-Moral Elasticity Financial expansion through debt and moral compromise 

μ Moral Friction Coefficient Resistance to predatory extraction (periphery) 
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THE THERMODYNAMIC 
STARVATION PARADOX 

The Demon requires: 

1. Exogenous Energy: Pt (resources from periphery) 

2. Endogenous Energy: Lbase(1 + φD) & Kbase(1 + ψD) (capacity of the Horse) 

But: D > Dopt → e(-λD) → E(t) → 0 → Ṗt < 0 

Therefore: ∂Ynet/∂D < 0 

The Ultimate Conclusion: 

The West is not an evolving civilization; it is a solved mathematical equation that has reached 

the end of its domain. The system is eating its own structural foundation to fuel an engine that 

has run out of track. 
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EPILOGUE 
The argument of this book stands or falls on a single wager: that the moral history of a 

civilization can be written into the same equation that economists use to explain its output. 

Whether the reader accepts the wager or rejects it, the exercise leaves behind a question 

worth keeping — what, exactly, does the unexplained residual in every growth regression 

represent? Orthodox economics calls it Total Factor Productivity and moves on. This book has 

insisted, chapter after chapter, that the silence surrounding that residual is itself a choice, and 

that choices of this kind are never morally neutral. 

If the Demon of these pages is more metaphor than mechanism, it is nonetheless a metaphor 

built to do real work: to force a reckoning between the language of growth accounting and the 

language of conscience. The Horse may yet be unharnessed. That possibility, modest and 

unproven as it is, is the quiet hope beneath the book’s darker mathematics. 
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APPENDIX A — FREQUENTLY 
ASKED QUESTIONS 

Q: Is D an officially recognized economic variable? 

A: No. The Moral Degradation Index (D) is a theoretical construct introduced in this book. It 

is not part of the standard neoclassical growth toolkit, and no national statistical agency 

publishes it. Chapter Seven proposes one possible way it could be operationalized and 

estimated, but that proposal is illustrative rather than a validated instrument. 

Q: Is this book a work of economics, theology, or history? 

A: All three, deliberately. The argument borrows the notation of growth theory to give precise 

shape to a historical and theological claim about the moral sources of Western material 

power. Readers trained in any one of these fields should expect the conventions of the other 

two to intrude. 

Q: Does the book claim to have empirically proven its thesis? 

A: Chapter Seven sketches an empirical strategy — a proxy index, a log-linearized 

specification, and a stylized panel estimator — but the "results" discussed there illustrate how 

such a test might be constructed and interpreted rather than report findings from an 

executed, peer-reviewed study. 

Q: Why does the book use the language of "the Demon" and "the Horse"? 

A: These are working metaphors, not literal claims about supernatural agency. "The Horse" 

names the West as the productive engine of the story; "the Demon" names the moral-

degradation variable that the book argues has been harnessed to that engine. The devotional 

vocabulary is intentional: it signals that the argument is being made from within a moral and 

spiritual tradition, not despite it. 

Q: Who is the intended reader? 

A: Readers interested in heterodox political economy, the moral philosophy of economic 

history, and Ethiopian Orthodox Tewahedo reflection on the modern global order. A working 

familiarity with basic growth-model notation (Cobb-Douglas production functions, 

elasticities) will help but is not required to follow the historical narrative. 
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APPENDIX B — NOTES ON 
SOURCES, CHAPTER BY 

CHAPTER 
The chapter notes below situate each part of the argument within the wider currents of thought 

it draws upon or reacts against. They are offered as orientation for further reading, not as a 

formal citation apparatus. 

Chapter One — The Baseline Vector 

Draws on the standard Solow–Swan and Cobb–Douglas growth-accounting tradition as its 

point of departure, and on historical accounts of the medieval European moral economy, the 

Black Death, and subsequent famine cycles as the "exogenous shocks" that open the narrative. 

Chapter Two — The Algorithmic Reformation 

Engages the long-running historiographical debate around the Protestant ethic and the spirit 

of capitalism, associated above all with Max Weber, alongside standard intellectual histories 

of Luther and Calvin. 

Chapter Three — The Global Architects of Extraction 

Situates the Jesuit missions and the spread of Freemasonry within the broader historiography 

of European expansion, colonial administration, and unequal exchange between core and 

periphery. 

Chapter Four — The Kinetic Amplifiers 

Draws on economic histories of the Industrial Revolution and of financialization, including 

the growth of consumer and sovereign debt, as mechanisms of accelerated extraction. 

Chapter Five — The Digital Panopticon and Peak D 

Engages contemporary debates on surveillance capitalism, algorithmic governance, and the 

attention economy as a further stage of the book’s proposed trajectory. 

Chapter Six — The Eigenvalues of Collapse 

Uses the language of dynamical systems and matrix eigenvalues metaphorically, to formalize 

the book’s claim that the trajectory it describes is difficult to reverse once underway. 
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Chapter Seven — Empirical Validation 

Adapts standard panel-data methods — pooled mean group estimation, cointegration testing, 

and variance decomposition — to sketch, in stylized form, how the book’s central variable 

might be tested. 
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APPENDIX C — A NUMERICAL 
ILLUSTRATION 

The following stylized, illustrative numbers are offered purely to make the book’s functional 

forms concrete; they are not estimated from real-world data. Consider a simplified version of 

the Reformation-updated production function from Chapter Two: 

Y = A · [Kbase(1 + ψD)]α · [Lbase(1 + φD)]β · Nγ · Tθ · Dδ 

Suppose we set illustrative values A = 1, Kbase = 100, Lbase = 100, N = 50, T = 20, α = 0.35, β = 

0.40, γ = 0.10, θ = 0.15, δ = 0.05, ψ = 0.20, φ = 0.15, and compare two scenarios: a "baseline" 

scenario with D = 1 (the pre-inversion equilibrium of Chapter One) and an "inverted" scenario 

with D = 3 (a hypothetical post-Reformation reading). Holding every other input fixed, raising 

D from 1 to 3 raises both the effective capital term, Kbase(1 + ψD), and the effective labor term, 

Lbase(1 + φD), while also entering the output equation directly through Dδ. In this stylized 

example, output roughly doubles between the two scenarios — not because capital, labor, 

natural resources, or technology have changed, but purely because the moral-degradation 

variable has moved. 

This is the illustration’s only purpose: to show, numerically, how the book’s functional forms 

allow D to act as an amplifier of conventional inputs rather than as an ordinary additive term. 

Readers wishing to explore other parameter values can substitute their own figures into the 

same equation. 
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APPENDIX D — MATHEMATICAL 
DERIVATIONS 

D.1 The Moral Efficiency Frontier 

Starting from the net output function with exponential dampening, 

Ynet = [A · Kα · Lβ · Nγ · Tθ · Dδ · Pt
ρ] · e(-λD) 

take the partial derivative of Ynet with respect to D, treating the bracketed term as X for 

brevity, so that Ynet = X · Dδ · e(-λD) once D is isolated inside X as well. Differentiating with 

respect to D and dividing through by Ynet yields 

∂Ynet / ∂D = (Ynet / D)(δ − λD) 

Setting the bracketed term (δ − λD) to zero and solving for D gives the stationary point of net 

output with respect to moral degradation: 

Dopt = δ / λ 

Because the second derivative of Ynet with respect to D is negative in the neighborhood of this 

point (the dampening term e(-λD) eventually overwhelms the polynomial term Dδ), Dopt is a 

maximum: net output rises with D up to this threshold and falls thereafter. This is the Moral 

Efficiency Frontier referenced throughout Chapters Five and Six. 

D.2 Growth Rate Decomposition 

Taking natural logarithms of the unified master equation and differentiating with respect to 

time converts the multiplicative production function into an additive growth-rate identity, in 

which each input’s growth rate is weighted by its elasticity, and the moral-degradation term 

contributes both a level effect (δ/D) and a direct amplification effect (φ) through its coupling 

to labor: 

gY = gA + αgK + βgL + γgN + θgT + (δ/D + φ)Ḋ + ρ(Ṗt/Pt) 

This identity is the formal basis for the claim, developed narratively across Chapters Two 

through Five, that a rising moral-degradation term can temporarily raise the West’s growth 

rate above what capital, labor, and technology alone would predict — the "short-term 

Faustian power" referenced in the Complete Formula Summary. 
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APPENDIX E — TIMELINE OF 
THE ARGUMENT 

❦  • ❦  

The following timeline compresses the book’s seven-chapter narrative into a single 

chronological reference, mapping each historical stage to its approximate period, its defining 

development in the argument, and the chapter in which it is treated at length. 

 

Era Approx. Period Key Development Chapter 

Sacred Equilibrium c. 1200–1347 Baseline vector established; D₀ ≈ 1 under a 
closed moral-thermodynamic system. One 

Exogenous Shock c. 1347–1450 Famine and plague act as catalytic shocks that 
destabilize the baseline. One 

Epistemic Warfare c. 1600–1900 Descartes, Feuerbach, Stirner, and Nietzsche 
isolate the ego and clear moral friction. One 

Algorithmic 
Reformation c. 1517–1600 

Luther’s institutional shock and Calvin’s 
predestination utility function recode the 
system. 

Two 

Global Extraction c. 1540–1800 Jesuit topology and colonial cartography 
formalize peripheral extraction. Three 

Kinetic 
Amplification c. 1760–1914 Mechanization and financialization couple 

technology to the moral variable. Four 

Digital Panopticon c. 1990–present Algorithmic predestination and hidden 
D_Digital drive TFP toward its peak. Five 

Eigenvalue 
Collapse Present – projected The inverted order approaches its 

thermodynamic and mathematical limits. Six 

Empirical 
Validation 

Contemporary 
panel data 

A proxy for D is constructed and estimated 
using a PMG panel approach. Seven 

 

Readers who want the compressed version of the argument before committing to the full seven 

chapters are encouraged to start here, then return to this table after each chapter as a way of 

tracking where a given development sits in the larger arc. 
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APPENDIX F — DISCUSSION 
QUESTIONS FOR READING 

GROUPS 

❦  • ❦  

These questions are offered for reading groups, seminars, or individual reflection. They are 

designed to test the argument’s internal logic and to invite comparison with the wider historical 

and economic literature, in keeping with the spirit of the Preface and Foreword. 

 

Chapter One — The Baseline Vector 

●  What work does the concept of a moral “baseline vector” (D₀ ≈ 1) do for the rest of the 

argument? Could the same historical narrative be told without it? 

●  The chapter treats several philosophers as agents in a causal chain. What would a 

defender of Descartes, Feuerbach, Stirner, or Nietzsche say in response? 

●  Is the famine-and-plague shock best read as a literal historical cause, or as a rhetorical 

device for introducing instability into the model? 

Chapter Two — The Algorithmic Reformation 

●  How persuasive is the analogy between predestination theology and a “utility 

function”? Where does the analogy strain? 

●  What alternative accounts of the Reformation’s economic consequences (e.g., Weber, 

Tawney) would complicate this chapter’s claims? 

●  Does formalizing Calvinism mathematically add explanatory power, or does it mainly 

add rhetorical weight? 

Chapter Three — The Global Architects of Extraction 

●  The chapter names specific institutions as extraction infrastructure. What evidence 

would be needed to support or refute this framing? 

●  How does this chapter’s account compare with mainstream economic-history 

explanations of colonial extraction (e.g., institutional or geographic theories)? 
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●  Who, in this chapter’s telling, bears moral responsibility — individuals, institutions, or 

the system itself? 

Chapter Four — The Kinetic Amplifiers 

●  Is the “technology-moral coupling derivative” a testable claim, or is it, as the Preface 

suggests, illustrative rather than estimated? 

●  How does financialization as “temporal moral extraction” relate to more conventional 

accounts of the rise of finance capital? 

●  What would falsify the claim that mechanization and moral degradation are causally 

linked, rather than merely correlated in time? 

Chapter Five — The Digital Panopticon and Peak D 

●  Does treating algorithmic systems as a continuation of the Calvinist utility function 

shed real light on digital capitalism, or obscure other explanations (e.g., network 

effects, data economics)? 

●  What is “hidden” about D_Digital, and how might one attempt to observe it? 

●  How does this chapter’s argument relate to Zuboff’s account of surveillance capitalism, 

cited in the References? 

Chapter Six — The Eigenvalues of Collapse 

●  What does it mean, in plain language, for a system to be mathematically “impossible 

to revert”? Is this a claim about mathematics, history, or both? 

●  Does the chapter’s use of eigenvalue language strengthen or weaken the 

persuasiveness of its historical claims? 

●  What would the author consider evidence that the “inverted order” had in fact begun 

to reverse? 

Chapter Seven — Empirical Validation 

●  How convincing is the proposed proxy for an inherently unmeasurable moral 

variable? What are the main threats to its validity? 

●  What would a skeptical econometrician say about the PMG estimation strategy used 

here? 

●  Having read the full argument, do you find the mathematics illuminates the moral 

claim, or mainly dresses it in unnecessary formalism? 
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GLOSSARY 

Moral Degradation 
Index (D) 

The book’s central theoretical variable, representing the systemic deviation of a 
civilization from a baseline of ethical cohesion; treated throughout as an input 
to an extended production function. 

The Horse of the Demon 
A recurring metaphor for the West as a productive economic engine that the 
book argues has been harnessed to the growth of D. 

Baseline Vector (D₀ ≈ 1) 
The book’s term for the hypothesized medieval equilibrium in which the moral-
degradation variable is mathematically neutral. 

Peripheral Transfer 
Variable (Pt) 

A variable representing resource and labor flows from non-Western 
"peripheral" regions into the "core," introduced in Chapter Three. 

Moral Efficiency 
Frontier (MEF) 

The threshold value Dopt = δ/λ beyond which further increases in D reduce, 
rather than raise, net output; derived in Appendix D. 

Small God Energy 
The book’s term for the psychological reorientation toward radical 
individualism that Chapter One attributes to a lineage of early-modern 
philosophers. 

Algorithmic 
Predestination 

A term used in Chapter Five for the book’s claim that digital platforms recreate, 
in computational form, the behavioral logic that Chapter Two attributes to 
Calvinist doctrine. 

Pooled Mean Group 
(PMG) Estimator 

A panel-data econometric technique, used in Chapter Seven, that allows long-
run coefficients to be constrained equal across panel members while short-run 
dynamics vary. 
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READER’S COMPANION 
The questions below are offered for individual reflection or group discussion. 

1. Chapter One argues that unanswered prayer during medieval famine and plague created 

the psychological conditions for the philosophical shift the book describes. What alternative 

explanations for that shift does this account leave out, and how would they change the 

argument? 

2. Chapter Two draws on the Weberian "Protestant ethic" thesis. Where does this book’s 

treatment of Calvin and Luther agree with Weber, and where does it go further than Weber’s 

own argument? 

3. The book treats D as amplifying, rather than simply adding to, conventional output. Why 

does that functional choice matter for the story the book tells about "short-term Faustian 

power"? 

4. Chapter Seven proposes a composite index (U, S, W) as a proxy for D. What would you 

include, or leave out, if asked to build such an index yourself? 

5. The book’s epilogue leaves open the possibility that "the Horse may yet be unharnessed." 

What would that look like in practice, on the book’s own terms? 
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