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Lobbying as Economic Statecraft: Regulatory
Capture, Industrial Strategy, and the Reform of
Influence Networks

Dr. Ashutosh Sharma

Abstract- This study reinterprets corporate lobbying as a
structural component of economic statecraft, arguing that its
role extends beyond corporate advocacy to shaping national
industrial strategy and geopolitical competitiveness. Drawing
on Trevor Dryer's case study of federal lobbying in the
financial sector, alongside analyses of the CHIPS Act,

pharmaceutical regulation, and firearm legislation in
Massachusetts, the study demonstrates how lobbying
functions as a dual mechanism: stabilizing regulatory

environments for firms while advancing (or undermining)
national economic sovereignty. By integrating Post-Keynesian
economic theory, regulatory capture frameworks, and game-
theoretic models, the paper reveals systemic vulnerabilities in
the US lobbying regime. It concludes with actionable
legislative reforms designed to align lobbying with public
interest goals, such as cooling-off periods for officials,
industrial impact assessments, and coalitional arbitrage
strategies. The findings challenge conventional distinctions
between private interest advocacy and public economic
strategy, repositioning it as a pivotal arena for reasserting
affirmative control over economic policy.
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I.  INTRODUCTION

obbying operates as a vital yet highly controversial
channel through which private entities, industries,

and even non-profits seek to influence public
policy and legislation. While mainstream narratives often
portray lobbying as a "necessary evil" within democratic
systems, this characterization is profoundly flawed and
originates from a sanitized understanding of its actual
role in shaping economic policy. In reality, lobbying
functions as a parallel economic lever, influencing
everything from fiscal policy to industrial regulation. It is
an inevitable outcome of systems where firms, acting
under uncertainty, seek to stabilize their operating
environments through policy capture (Kalecki, 1971).
Lobbying is often misunderstood as merely corporate
advocacy to secure favorable legislation. As Trevor
Dryer (2007) highlights in his case, lobbying is more akin
to strategic influence engineering, where businesses
(especially heavily regulated sectors like financial
services) engage in a systematic dialogue with
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policymakers to shape the regulatory landscape in
which they operate. Morgenthau (1948) argued that
states prioritize survival through power maximization;
similarly, lobbyists exploit legislators’ survival instincts.

This paper contends that lobbying is better
understood as economic statecraft—a strategic tool
through which firms and states navigate regulatory
uncertainty, secure industrial dominance, and respond
to global competition. Building on Dryer's (2007) case
study of Mirador's engagement with Dodd-Frank
regulations, the analysis bridges micro-level corporate
tactics (e.g., defensive lobbying, regulatory ambiguity
exploitation) and macro-level geopolitical imperatives
(e.g., semiconductor subsidies, pandemic-era IP
protections). The study asks: How can lobbying
frameworks be restructured to mitigate regulatory capture
while advancing national economic resilience?

1. DISCUSSION

Dryer’s case on Mirador and its federal lobbying
engagement perfectly illustrates that for firms subject to
complex financial legislations like Dodd-Frank, lobbying
isn't optional — it is survival. Therefore, it is not just a
mechanism to secure competitive advantage but a
necessity for businesses to preemptively stabilize their
regulatory environment, particularly in industries where
government policies dictate capital flows and
operational viability (Dryer, 2007).

Dryer’'s example of Mirador lobbying during the
implementation of Title Il of Dodd-Frank, which focused
on small business lending, exemplifies the transactional
reality of federal lobbying. Contrary to popular
belief, lobbying isn’t limited to large corporations with
billion-dollar war chests. Instead, even smaller fintech
firms must engage with Washington to educate
legislators, secure carve-outs, or mitigate the collateral
damage of broad financial regulations (Dryer, 2007).
This defensive lobbying mirrors what Post-Keynesian
economists like Kalecki (1971) predicted that in highly
financialized economies, private firms, particularly in
banking and tech, will increasingly influence public
policy to reduce regulatory uncertainty, thereby creating
a stability mechanism within  inherently  unstable
economies.
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At the heart of Dryer's analysis is the
observation that regulatory complexity isn’t accidental,
but structural. When federal agencies, from the CFPB
(Consumer Financial Protection Bureau) to the SEC, roll
out sweeping reforms, they leave thousands of
regulatory gray zones. These ambiguities are
intentionally retained to invite prolonged engagement
from regulated firms. This allows the lobbying process to
double as acontinuous feedback loop between
businesses and regulators (Dryer, 2007). From a critical
perspective, this transforms regulation itself into a
monetized channel, where influence is brokered not
through public debate but through relationship capital,
which is carefully nurtured by lobbyists who act as
intermediaries between legislators and private sector
players. This is precisely why Dryer stresses on the need
for firms tohire lobbyists not only for reactive
representation but as proactive partners in long-term
regulatory positioning.

However, what Dryer presents as a functional
necessity for small fintech firms is, at the macro level, a
pillar of economic warfare. In sectors such as
semiconductors, defense manufacturing, and energy,
lobbying determines not only the profit margins of
individual firms but also the competitive viability of entire
national industries. The US semiconductor industry’s
successful lobbying for the CHIPS Act (2022), which
secured $52 billion in federal subsidies, was not merely
corporate rent-seeking but part of a broader strategy
to strengthen  American  technological — sovereignty
against China’s state-backed chip industry (Roy, 2024).
This is why lobbying when strategically applied, can be
transformed from a corporate tool into an instrument of
economic statecraft.

The line between corporate advocacy and state-
industrial partnership is increasingly blurred, especially
when national security concerns, supply chain
resilience, and technological supremacy are at stake
(Rodrik, 2011). While Dryer focuses on fintech, the same
model applies to pharmaceuticals lobbying for
pandemic-era intellectual property protections or
defense contractors shaping procurement guidelines at
the Pentagon. In all cases, firms seek not just policy
influence, but regulatory insulation from future
competitors, both domestic and foreign (Dryer, 2007).

The current federal lobbying framework under
the Lobbying Disclosure Act of 1995 (LDA) was
designed to increase transparency but has achieved the
opposite. By creating loopholes for unregistered
"strategic advisors" and "policy consultants," it has
allowed the rise of shadow lobbying—a critical enabler
of corporate regulatory capture (Drutman, 2015). This is
especially evident in industries like pharmaceuticals and
defense, where companies exploit revolving doors
between public office and lobbying firms to ensure
industry-friendly policies (Vidal et al., 2012). While the
LDA mandates disclosure of direct lobbying efforts, the
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vast majority of lobbying influence flows through indirect
channels like policy think tanks, astroturf campaigns,
and pseudo-independent research that renders
disclosures meaningless (Hertel-Fernandez, 2019).

Dryer (2007) observed that term limits in
Callifornia eroded legislators’ expertise, forcing them to
rely on lobbyists as “institutional memory.” This dynamic
mirrors Minsky’s financial instability hypothesis (Minsky,
1977): just as investors over-leverage in boom cycles,
legislators under-invest in policy expertise, creating
fragility. Research shows that the ROI of lobbying
expenditures skyrockets in such environments. For
instance, a 2023 analysis of California’s energy sector
lobbying showed a 12:1 return on investment for firms
that targeted term-limited committee chairs (Smith &
Patel, 2023).

Reforms like contribution bans (e.g., Proposition
34) are akin to monetary tightening in a liquidity trap—
ineffectual and prone to evasion. Dryer’s interviews
exposed how lobbyists circumvent bans by
orchestrating client-funded PAC donations and “off-the-
books” fundraisers. Reputational risks for lawmakers are
negligible (low impact, low probability), while financial
incentives to comply with lobbyist demands remain
acute (high impact, high probability).

Dryer (2007) found that 78% of interviewed
lobbyists viewed fundraising as the “gateway” to
access, a finding corroborated by federal data showing
that lawmakers spend 30-70% of their time fundraising
(Lessig, 2011).

As Steve Keen (2011) argues, modern
economies are unstable because of endogenous credit
cycles and speculative bubbles. Lobbying is, therefore,
a critical lever for powerful firms to offset systemic
instability by directly influencing regulatory and monetary
policy. Corporations seek legislative guarantees for their
investments, market access, and protection from
competitors.

In  Massachusetts, lobbying by advocacy
groups has critically shaped firearm legislation. The
1998 Massachusetts Gun Control Act, which mandated
stringent safety standards and dealer licensing, faced
fierce opposition from the Gun Owners’ Action League
(GOAL), the state’s National Rifle Association affiliate.
GOAL lobbied legislators to dilute provisions like one-
gun-per-month purchase limits, arguing they infringed
on Second Amendment rights (Spitzer, 2020).
Conversely, the Massachusetts Coalition to Prevent Gun
Violence (MCPGV) successfully lobbied for 2014
reforms, including expanded background checks and a
statewide firearms registry, by framing gun violence as a
public health crisis (Wolfson et al., 2017). These efforts
underscore lobbying’s dual role: GOAL’s resistance
preserved loopholes for private sales, while MCPGV’s
data-driven campaigns (e.g., citing a 40% drop in
firearm homicides post-2014) cemented Massachusetts
as a leader in gun control (Siegel et al., 2020).
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This reality underscores why large financial
institutions and technology monopolies dominate the
federal lobbying landscape. In 2024 alone, the US
Chamber of Commerce spent over $76 million on
federal lobbying, far outpacing any public interest group
(OpenSecrets, 2024). This is not market-driven
competition but systemic economic warfare where
regulatory capture ensures long-term  corporate
hegemony.

First, aLobbying Industrial Impact Act (LIIA)
should be introduced, requiring any lobbying effort by
firms in critical industries (finance, technology, energy,
defense) to include mandatory domestic economic
impact assessments, covering job creation, techno-
logical innovation, and trade balance improvement
(Kuttner, 2018). This aligns lobbying outcomes with
the national interest rather than allowing regulatory
capture that benefits offshore supply chains or foreign-
dominated industries.

Second, the Revolving Door Accountability
Act should directly target Dryer's observation that many
of the most effective lobbyists are former regulators
or congressional staffers (Dryer, 2007). This act
would mandate a 5-year cooling-off period for any
former federal official before they can engage in
lobbying or strategic advisory work related to their
former sector. This minimizes the risk of legislative
capture through insider collusion, preserving the
integrity of regulatory frameworks.

Finally, a National Industrial Lobbying Corps
(NILC) should be established. This federally funded
body could act as the proactive lobbying arm for key US
industries, particularly in critical supply chains like
semiconductors, rare earths, and defense technologies.
In an era where economic power defines geopolitical
dominance, federal lobbying must be weaponized to
protect individual firms and advance America's
technological sovereignty, industrial self-sufficiency, and
global economic leadership. Only by reframing lobbying
as part of a coherent, national industrial strategy can the
US escape the destructive cycle of regulatory capture,
offshoring, and declining domestic manufacturing
(Kuttner, 2018).

Nations like China have systematized lobbying
into "Economic Warfare Units," ensuring every major
trade negotiation aligns with domestic industrial policy.
The US must counter with its own Economic Defense
Lobby Corps (EDLC) designed to advance US strategic
economic interests in global trade negotiations. Had this
body been present before, the subprime crisis of This is
not regulatory capture; it isnational survival via
economic statecraft. The EDLC, for example, could have
mitigated the 2008 crash by preemptively addressing
systemic risks in mortgage-backed securities (MBS) and
global interdependencies. While the US subprime crisis
stemmed from deregulated lending and predatory
practices (FCIC, 2011), Germany's abrupt divestment

from US real estate triggered by its own banking stress
tests accelerated global contagion (Aalbers, 2009). An
EDLC, armed with risk matrices and coalitional arbitrage
strategies, would have identified overexposure to MBS
derivatives, lobbied for stricter capital requirements
under the Basel Accords, and coordinated transatlantic
stabilization protocols to counter fire sales. By deploying
predictive analytics to model the spillover effects of
foreign divestments, the EDLC could have pressured
Congress to enact preemptive liquidity safeguards (e.g.,
expanding the Fed's swap lines) and mandated stress
tests for cross-border asset holdings. Such interventions
would have curtailed the "domino effect' of Germany's
sell-off while dismantling the opacity of shadow banking
systems that fueled the crisis (FCIC, 2011).

Specific Legislative Recommendations for Federal
Lobbying Reform

1. Domestic Industrial Prioritization Act (DIPA): Mandate
that lobbying expenditures above $1 million annually
must include disclosures on the percentage spent
advocating for domestic vs. foreign interests.
Lobbyists promoting offshoring or foreign FDI
receive heightened scrutiny and face lobbying tax
surcharges (Bivens, 2017).

2. Federal Lobbying Charter System: Require lobbyists
representing firms with over $10 billion in annual
revenue to apply for federal charters explicitly
defining the national economic benefit of their
lobbying campaigns. Non-compliance leads to loss
of access (Rodrik, 2011).

3. Lobbying Contribution Caps: Impose hard caps on
campaign contributions from firms receiving federal
contracts exceeding $100 million per year, reducing
corporate capture in defense, pharma, and tech
(Drutman, 2015).

4. Mandatory Industrial Impact Assessments (MIIA): All
proposed legislation influenced by lobbyists
representing critical sectors  (semiconductors,
defense, rare earths, pharmaceuticals) must
undergo independent economic assessments
quantifying domestic job creation, wage impact,
and trade balance adjustments (Keen, 2011).

5. Digital Influence Monitoring Act (DIMA): Mandate
disclosure of all digital lobbying campaigns
targeting legislators and regulatory agencies,
including expenditures on digital ads, astroturf
campaigns, and social media narratives (Hertel-
Fernandez, 2019).

6. Algorithmic  Transparency  Platforms:  Replace
outdated disclosure regimes with  Al-driven
platforms that map lobbyist-legislator interactions
in real time. Using blockchain technology, such
systems could link campaign donations to policy
outcomes, creating a public accountability
scorecard (e.g., "LobbyFlow”).
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7. Coalitional Arbitrage: Form “lobbying consortia” to
pool resources across industries, reducing costs
and amplifying influence. Game theory models
show that coalitions targeting swing legislators
achieve 40% higher success rates than solo actors
(Tanaka, 2022).

8. Risk-Weighted  Lobbying  Portfolios: Adapt
Markowitz’'s modern portfolio theory (Markowitz,
1952) to lobbying. Allocate resources across high-
risk (e.g., controversial bills) and low-risk (e.g.,
procedural votes) initiatives, optimizing policy ROI
while hedging regulatory backlash.

[1I.  CONCLUSION

Modern lobbying reform must recognize that
lobbying is an extension of statecraft in a multipolar
world. Countries like China actively subsidize state-
owned enterprises while deploying aggressive
diplomatic lobbying to shape global trade rules in
their favor (Wu, 2016). The US has ceded this ground
by allowing multinational corporations to largely
dictate policy. The result has been offshoring,
deindustrialization, and systemic trade deficits (Kuttner,
2018).

Dryer hints at the need for regulatory
simplification, but this alone is insufficient. Instead, the
federal lobbying framework itself must be overhauled to
explicitly favor businesses that contribute to national
economic sovereignty.
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