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Abstract

Economic equilibrium presupposes a valuation metric that both mainstream and hetero-

dox theories take for granted. I challenge this assumption, arguing that the commensurability

of the metric is a prior institutional achievement. I introduce the concept of hegemonic clo-

sure—the antagonistic process by which an evaluative framework acquires the institutional

authority to establish such a metric—and reinterpret equilibrium as the stable resolution of

an evaluative regime, departing from the traditional notion that treats it as the resolution

of a coordination problem among agents. Distributive conflict thus extends beyond allo-

cation within a shared metric to the constitution of the metric itself—and, consequently, of

economic relations. The theoretical implications suggest that, in general, a price is not a pre-

existing magnitude but rather the contingent political reflection of whatever closure holds

institutional authority.
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1 Introduction

A distinctively modern feature of economic theory is its foundation on a strictly coordina-

tive conception of equilibrium. Markets are understood as coordination devices that bring

together, via prices, individual decentralized plans in a way that makes themmutually consis-

tent in terms of tastes and technologies (Arrow and Debreu, 1954). Through the role played by

prices as “sufficient statistics” (Hayek, 1945), the complexity of the market is reduced to sim-

ple allocative signals (Weyl, 2019). Nevertheless, evenwhen relations of power and distributive

conflict are considered, they are treated as mere frictions that do not affect this coordinative

essence of the market.1

This paper challenges that foundational horizon. I argue that the metric of commensura-

bility needed for coordination is a political-institutional achievement of power. Indeed, as a

coordinative notion, equilibrium requires that value is somehow relatively common among

individuals with structurally antagonistic ontologies2 in a way that makes their plans suscep-

tible to resolution. In that sense, the metric’s constitution3 is an achievement in its own right,

a contingent outcome of what I call hegemonic closure.4

Under this reinterpretation, I propose that the notion of equilibrium should be understood

as a contingent stabilization of a metric of valuation, historically established as a political-

institutional achievement of power, whereby a specific ontology of value becomes authorita-

tive enough to anchor expectations and to make economics intelligible as such. I claim that

equilibrium is a symptom of successful domination. This argument rests on five pillars.

1–The Ontology of Antagonism. Following Laclau (2012), I argue that economic order5 is

a failed objectivity shaped by constitutive antagonism. This has far-reaching consequences

for the theoretical understanding of economic order. Rather than seeing it as expressing an

1See, for example, Akerlof (1970) on informational frictions; Rubinstein (1982) for strategic bargaining over a shared
surplus; Shapiro and Stiglitz (1984) for power as a discipline device in labor markets; Cooper and John (1988) for
technical coordination failures; and Bowles and Gintis (2000) for a critique of Walrasian rigidities.

2By ontology of value, I mean the fundamental metaphysical commitments and presuppositions about the nature,
source, and legitimacy of economic value—for example, labor as commodity versus labor as citizenship right. These
ontologies function as the “hard core” of an economic research program, defining what can be represented as an
objective magnitude and what remains excluded from the domain of calculability. An ontology is logically prior to,
and does not constitute, a metric.

3Ametric is an institutional protocol that operationalizes a given ontology into calculable, comparablemagnitudes,
enforcing commensurability among heterogeneous and potentially antagonistic claims. It has two dimensions that,
although often fused in practice, are analytically distinct. One is a measurement procedure—a technical conven-
tion such as CPI methodology or accounting standards. The other is a distributive criterion: a normative principle,
grounded in the underlying ontology, that determines what magnitude is owed to whom (an inflation target, for
example, or marginal productivity). A metric can vary one dimension while holding the other fixed—two metrics
might share ameasurement procedure yet embody different distributive criteria, or vice versa—but operationalizing
an ontology requires both.

4Hegemonic closure refers to the process by which an ontology, its associatedmetric, and thatmetric’s institutional
inscription jointly stabilize to the point of becoming naturalized, producing a condition in which a single evaluative
framework becomes sufficiently authoritative to anchor expectations and structure agents’ plans. Closure leaves the
constitutive antagonism intact. It temporarily contains that antagonism within a stabilized regime that makes alter-
native ontologies difficult to conceive.

5I use “economic order” to refer to the space or dimension in which economic relations unfold. Throughout the
document, I use this term interchangeably with “the economic,” “the economic field,” and “the economic sphere,”
without implying substantive differences among them.
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inherent dynamic of economic organization through the real opposition of positive, inde-

pendent forces (i.e., supply and demand), the dynamic conception of economic organization

should be considered in radically opposite terms. That is, the presence of the “other” prevents

the full constitution of one’s own identity rather than simply limiting its outcomes.

Consider a capitalistmetric that reduces labor to amere commodity. Such ametric negates

the worker’s identity as, for example, a social citizen with claims that cannot be reduced to

market valuation. Because these value structures inhabit mutually exclusive ontologies, the

economy lacks an a priori ground—an Abgrund—from which a common metric could natu-

rally emerge. This implies (as I will claim later) that equilibrium can be understood as nothing

other than a hegemonic suture: a contingent closure of meaning that temporarily covers this

abyss by fixing a dominant metric. Mouffe (2005) and Laclau (2012) describe this as the on-

tological priority of the political, and this has consequences in the economic sphere. In this

sense, the seemingly neutral regularity of the market economy is itself a symptom of the su-

ture, which is always an irreducible constitutive negativity.

2–The Computational Limit of Coordination. The idea of rational expectations as the co-

ordinating ideal and benchmark of modern macroeconomics faces a fundamental compu-

tational obstacle, which becomes increasingly severe in heterogeneous economies. As Moll

(2026) explains, forecasting the appropriate equilibrium prices, such as interest rates, requires

agents to forecast the entire cross-sectional distribution of asset holdings and income—a re-

cursive problem that gives rise to the so-called “Monster Equation,” an infinite-dimensional

Bellman equation that represents an extreme curse of dimensionality.

Even the most advanced computational methods struggle with such problems. Assuming

that agents canmaster this complexity is, in Moll’s words, “hopelessly optimistic.” The issue is

not that the equilibrium is ill-defined; its solution requires computational power that bound-

edly rational agents lack by definition. The type of stability required in rational expectations

models, for instance—where agents are able to predict prices in future equilibria—is not an

epistemic achievement but a closure that depends on institutions to hold it together. The

hypothesis I develop here is that hegemonic sutures solve this problem by reducing this in-

tractable complexity to simple authoritative metrics (see Espeland and Stevens, 1998) and by

supplying the “fictions of naturalness” that allow individuals to calculate, make sense of, and

represent their lives in terms of them.

3–Systemic Indeterminacy and the Exogenous Fix. I build directly on the Sraffian insight

that the price system is not self-sufficient. The price system contains a structural degree of

freedom that must be fixed through an exogenous distributive choice for the system to admit

formal closure (Sraffa, 1960). Sraffamade this clear by showing that the technical conditions of

production are not sufficient to determine prices unless a distributive variable is fixed through

a process of social or political struggle. I extend this insight to amore general ontological level.

By stepping back, I argue for the existence of a hegemonic fix that establishes the metric of

valuation through which different economic magnitudes become commensurable and calcu-
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lable. Establishing this metric is the ontological precondition for a price system to exist in the

first place. After all, the existence of a price system presupposes the possibility of a market.

Fixing the level of the distributive variable is just one consequence of that prior act.

Consider the case of the “equilibrium” wage. To the extent that a measure considers la-

bor only as a commodity that must be set at some level—say, its marginal productivity—it

relegates other ontologies to the background; they become invisible. When such a metric is

implemented, it produces a “fiction of naturalness,” a sense of objectivity in which various

prices derived from it appear to have settled naturally as objective value measurements. But

what disappears into the background in such relationships is precisely an in-built conflict: a

constitutive antagonism. The starting point that allows the system to coordinate—economic

practice as such, or the economist who carries it out—takes as its point of orientation amerely

provisional universalization of a specific logic of distribution backed by hegemony.

4–CulturalConfigurations andNaturalization. How is that kindof universalization achieved?

In line with Acemoglu and Robinson (2025), I treat culture as a flexible repertoire ofmeanings

and value orientations rather than a monolithic, unitary entity, which underscores that polit-

ically motivated configurations and institutional arrangements must be assembled. Once this

is done, a hegemonic closure will settle on one such configuration, privileging one value met-

ric and marginalizing the rest. If and when that settlement proves successful, it will tend to

become naturalized: the dominant valuemetric within its configuration will come to be expe-

rienced and understood as the one feature of reality that makes other aspects coherent. In the

process, all the contingencies involved in bringing it about will recede into the background,

and the reality it helps define will no longer feel contingent.

This naturalization is further entrenched and reinforced by the metric’s embeddedness

in institutions (e.g., through education and narratives), producing a cognitive lock-in (Albers,

2026). If agents tend to orient themselves within that system in light of those dominant value

ontologies (e.g., the view that only profit maximization is rational and the legitimate outcome

of economic action), then it may easily come to seem absolutely natural, and alternative value

ontologies literally hard to thinkwith—i.e., agents will increasingly have difficulty understand-

ing them and acting on them if they are assumed to be relevant to society.

5–Pragmatic Valuation and Discursive Stabilization. Following Boltanski and Esquerre

(2016, 2017), I understand value as a discursive resource that actors use to legitimate and con-

test prices in the course of what the authors call a “market test.” This theoretical move treats

value not as an intrinsic essence or a substantial property embedded in objects, and not as

the result of abstract relations between actors, but as a discursive resource mobilized in spe-

cific contexts. More generally, it opens up the space of the market as a structured and defined

arena—not simply a neutral coordination mechanism—to which actors orient. These actors

orient not only toward objects and their relations to one another, but also toward forms of

valorization that provide them with resources to justify and contest prices that function as

Wittgensteinian “language games.” Each form of valorization constitutes a “structure of the
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commodity” and furnishes its users with a cognitive frame within which judgments converge,

at least temporarily.

The system reaches a peak of economic stabilization when a specific value narrative is

deeply embedded in its institutions and closely woven into everyday economic experience. At

this point, a pragmatic valuation is fixed as the taken-for-granted frame of reference, masking

the structural “failed objectivity” of value. Other competing evaluative frames remain visible

and intelligible, but they increasingly become opaque—i.e., unthinkable within the dominant

metric. This situation recalls the ontological extension of the famous “lamppost problem.” In

this phase, the hegemony of a particular form of economic practice is no longer a provisional

“political” compromise, but is established as the very condition of social existence.

Although presented as five distinct arguments, the five pillars are better understood as suc-

cessive moments in a single causal sequence.

The first moment of the sequence appears at the epistemic and structural levels. The

demands of simplification first lead to recognition of the limits of individual cognition, as

demonstrated byMoll’s forecasting problem (Pillar 2), and second to recognition of the limits

of the price system as amechanismof social coordination, as shown by Sraffa’s exogenous “fix”

(Pillar 3). This raises the question of why no solution can be politically neutral, with Laclau’s

constitutive antagonism (Pillar 1) providing the ontological reason that political settlement is

always fundamental to the work of political economy.

Two distinct senses of “closure” operate across these pillars, and conflating themwould un-

dermine the argument I am developing. Pillars 2 and 3 establish an epistemic and formal clo-

sure. As I argue later, Moll’s forecasting problem and Sraffa’s degrees of freedom presuppose

an already constituted ontology of value—a defined asset space, a given set of commodities—

and show only that coordination cannot, on its own, determine a unique outcome within that

framework. In principle, such gaps could be closed by a better heuristic, a more refined com-

putational method, or an arbitrary technical convention, without any need to commit to the

interests served by the resulting convention. Pillar 1 advances a different and prior claim:

that no such neutral convention is available, even in principle, because the ontology of value

itself—not merely the technique for performing calculations within it—is the object of a con-

stitutive dispute. It is this second, ontological sense of closure that the concept of “hegemonic

closure” designates, and that distinguishes the present argument from one in which political

economy merely intervenes to resolve a problem of bounded rationality left open by formal

theory. The epistemic and formal limits of Pillars 2 and 3 show that some form of closure is

required; only the antagonism established in Pillar 1 explains why that closure is inescapably

political rather than technical.

The next moment is closure: a political-institutional act that responds to the ongoing de-

mand for simplification by selecting one of the mutually exclusive metrics available. Neither

individual cognition nor the internal logic of the price system is adequate for this task, so

only political action (in an antagonistic sense) can select the metric that becomes fixed within
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economic space. Once established, the metric progressively stabilizes through the feedback

generated by its continued application, leading to the thirdmoment. Cultural embedding (Pil-

lar 4) and the ongoing discursive justification of the term’s applicability through market tests

(Pillar 5) explain how an initially contingent political settlement is reproduced as an appar-

ently objective socioeconomic structure. As we shall see in Section 4, these dynamics are best

understood as a process of positive feedback between adoption and institutional enrollment

until stabilization is complete.

The main contribution of this theory is to present equilibrium as regime-contingent. The

global structural shift we are experiencing due to the widespread use of AI clearly illustrates

this concept. If what Falk andTsoukalas (2026) call the “AI LayoffTrap” comes to pass, AI could

create a negative demand externality in which firm-level efficiency systematically erodes ag-

gregate purchasing power, potentially driving it to zero. However, the theory I develop here

argues that wages will not necessarily fall to zero. Instead, an antagonistic conflict will emerge

to define a new meaning of labor, shifting away from viewing labor as a “commodity” toward

a different ontology. This logic can be extended to all prices.

The historically contingent nature of prices transforms distribution from an adjustment

(or friction) mechanism within an otherwise settled, stable order into a constitutive basis of

economic order. Economic order is constituted through the institutionalization of prices as

provisionally stabilized antagonistic settlements, fought out under the auspices of an authori-

tative metric of value. Instead of treating prices as a mechanism for accommodating different

preferences, we need a new foundational ontological framework that acknowledges the his-

torically contingent nature of equilibrium itself and incorporates constitutive antagonism as

a fundamental element of political economy. Economic order will never be a matter of rec-

onciliation, but of radical negativity, provisionally stabilized through an authoritative metric.

Roadmap. The argument unfolds in three stages. Section 2 addresses the fact that economic

theory, both mainstream and heterodox, even when it incorporates power or institutional

conflict, presupposes an ontology in which antagonism remains external to the coordinative

logic of exchange. Section 3 examines the concept of constitutive antagonism, distinguishing

it from negotiable conflict by showing that distributional positions signify not merely op-

posed interests over a given surplus but incompatible claims over what counts as legitimate

economic value. Section 4 develops the positive theoretical framework: if prices denote the

stabilization of antagonisms rather than the coordination of preferences, equilibrium signifies

hegemonic closure—a provisional universalization of a particular distributive logic. Section

5 briefly describes an empirical case. Section 6 examines the methodological and normative

implications entailed by this reinterpretation. Section 7 presents the conclusion.

1.1 Related Literature

This paper contributes to a broader interdisciplinary effort to recover the political charac-

ter of economic science. It offers an ontological reinterpretation of equilibrium and traces its
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implications across three interconnected domains: the political constitution of valuationmet-

rics, the institutional regimes through which those metrics acquire macroeconomic stability,

and the distributive tensions revealed by radical automation.

From Walrasian Statics to Hegemonic Closure: Ontological Foundations. Standard eco-

nomic theory is grounded in a coordinative ontology that treats equilibriumas themechanical

outcome of decentralized plans. As Alves (2026) notes in reviewing Richard Nelson’s legacy,

this perspective overlooks the processes of change, uncertainty, and path dependence that

characterize actual economic life. Nelson challenged the notion of fully understood systems,

proposing instead an evolutionary framework in which institutions are not merely frictions

but structures that guide adaptation. Weyl (2019) similarly argues that price theory reduces

high-dimensional systems to simple allocative signals. Yet this reduction presupposes a com-

mensurability of values that, as Laclau andMouffe (1985) andMouffe (2005) argue, arises only

through hegemonic struggles over the constitution of the social field.

This ontological critique of the coordinative benchmark has a powerful antecedent in Law-

son (2003, 2004a)’s critical realism. Lawson’s critique can be pushed one step further. I ar-

gue that the closure required for economic calculation is not merely a convenient theoretical

construct but a political-institutional achievement that secures the commensurability Lawson

identifies as missing. Hodgson (2004)’s notion of “reconstitutive downward causation” pro-

vides an account of how this is done. The evaluative and cognitive frameworks through which

actors interpret their actions and circumstances are not the products of individual ingenuity

but develop in tandemwith social institutions. McCloskey (1998)’s emphasis on rhetoric helps

explain the discursive mechanisms through which these frameworks acquire the legitimacy

they need to sustain themselves.

This perspective also resonates with Bourdieu (1984)’s view of the market as a social struc-

ture in which symbolic power is a constraining force that shapes legitimate differences in

value. Polanyi (1944)’s analysis of disembedding points in the same direction: the economic

“field” is constituted through a variety of social and political relations rather than existing in

any independent sense. From this perspective, the notion of equilibrium developed below

is better understood as a hegemonic closure than as a spontaneous outcome of coordination.

Palma (2025) arrives at a similar conclusion, arguing that such inequality reflects ideological

choices sustained by a hegemonic consensus rather than neutral technical conditions that sim-

ply must be accepted on pain of irrationality or inefficiency. Acemoglu and Robinson (2025)

provide a complementary mechanism by conceptualizing culture as a repertoire of config-

urations that supply the political legitimacy required for institutional stability. Changes in

these cultural configurations make abrupt, or “saltational,” shifts in equilibrium possible.

Institutional Regimes andMacro-Stability: Regulation School and SSA. The present argu-

ment about hegemonic closure has its antecedents in the French Regulation School and Social

Structure of Accumulation theory (Aglietta, 1979; Gordon, Edwards, and Reich, 1982; Boyer,

1990). Regulatory theorists suggest that various “modes of regulation” or “regimes of accumu-
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lation” explain how institutional regimes stabilize capitalism’s structural antagonisms. Such

stabilization is a prerequisite for sustained periods of macroeconomic stability.

The framework developed here builds on these insights and approaches to the functional

adjustment of various distributive variables. However, it shifts from these concerns to the

more ontological constitution of the value metric that provides the rubric for identifying,

comparing, and measuring all such variables. In doing so, the theory becomes far more gen-

eral. Regulation theorists explain how the wage–labor nexus is stabilized within a givenmon-

etary framework. The present framework addresses this nexus, but it also poses the prior

question of what act of political authority renders such categories commensurable and there-

fore calculable. To the extent that these fictions of naturalness are exposed, the cognitive and

discursive lock-in that perpetuates macroeconomic stability even as its material foundations

erode becomes evident.

TheDispute over theMetric: Rentiership, Value, andCommensuration. A third critical axis

in this analysis concerns the metric used to measure surplus. As Mazzucato (2018) notes, eco-

nomics has lost the capacity to distinguish between value creation and rent extraction, giving

extractive activities a naturalized character. Baines and Hager (2025) extend this argument by

describing “rentierization” as the expansion of profitmargins and pecuniary returns sustained

by the proliferation of intellectual monopolies and the control of intangible assets.

I also draw on discursive valuation theories developed by a range of contemporary schol-

ars. Boltanski and Esquerre (2016, 2017) locate value in an “economy of enrichment,” where it

is constructed through the circulation of narratives and discourses about history, heritage, and

provenance. In a genealogical account, Fraser (2016, 2017) traces the penetration of debt into

social reproduction within the context of a system of financial expropriation. In contrast to

traditional economic exchanges, Brown (2025) argues that exchange governed by class hierar-

chies performs complex relational work through “price talks” to sustain moral authority and

legitimate transactions. As Berggren (2026) concludes, well-being is socially constructed, and

performances of “taste capital” achieved through institutions shape our aspirations over time.

Given this constructionist standpoint, the very act of reformmay improve objectivemeasures

of human welfare, but it may also increase reported levels of dissatisfaction by widening the

“aspiration gap” (Rowthorn, 1977) between what is and what ought to be.

A closely related point comes from the sociology of valuation, especially Espeland and

Stevens (1998)’s influential account of commensuration. They define commensuration as the

comparison of different entities according to a common metric and treat it as a political and

interpretive enterprise rather than a neutral technical operation. Their account focuses on

the mechanisms through which commensuration comes to be taken for granted, as people

come to compare entities through its lens. They argue that when commensuration is embed-

ded in organizational routines, seeing and acting according to a common metric ceases to be

an insight and becomes automatic. Their account parallels the naturalization mechanism in

Pillar 4. Yet while Espeland and Stevens offer penetrating observations about the nature and
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origins of commensuration as a general social process, their case studies of school rankings,

environmental valuation, and bureaucratic classification do not address the ontology of price,

nor do they engage the formal apparatus of general equilibrium. In contrast, the present pa-

per narrows Espeland and Stevens’s insights to equilibrium theory. Moreover, unlike their

case studies and historical methods, this paper develops a formal dynamic model of adoption

and institutionalization in Section 4.

Additionally, this paper identifies Sumand Jessop (2013)’sCultural Political Economy (CPE) as

its closest methodological precedent, positioning it precisely between “pure social construc-

tionism” on one side and “discursive voluntarism” on the other (Jessop and Sum, 2001) in an

effort to hold these two moments together. CPE is explicitly critical of Laclau and Mouffe’s

post-Marxism, regarding them as having conceded too much ground to discourse at the ex-

pense of the economy’s materiality. As we shall see, however, the paper adopts Laclau’s con-

stitutive antagonism as its ontological starting point but avoids the idealist drift CPE warns

against by anchoring that antagonism in Sraffian formal constraint, thereby giving the con-

cept of antagonism a determinate, formally tractable core that CPE itself consciously leaves

aside.

AI and the Ontological Shock: Inevitability as a Political Choice. This essay is part of a

broader debate about AI that highlights a central concern about its distributive economic con-

sequences. The most prominent feature of the recent debate on AI has been the recognition

that technological change has distributive foundations. As Sandel and Acemoglu (2026) put

it, societies may choose their technological trajectory; existing technologies may be displaced

by new ones; technologies may replace or augment human labor. Pursuing the latest tech-

nologies and deploying them as cheaply as possible are natural behaviors of technologically

progressive societies, especially in a world with competitive markets and profit-seeking in-

vestors. However, market incentives do not ensure that innovation will lead to desirable out-

comes. Market forces, in particular, encourage automation beyond what is socially optimal.

Falk and Tsoukalas (2026) call such automation an “AI layoff trap,” the result of individual ef-

ficiency undermining aggregate demand. Imas (2026a, 2026b) takes this analysis further and

shows that the decline in the labor share accompanying continuous market-driven automa-

tion eventually causes economic slowdown. When capital owners reach a state of satiation,

the declining concentration of demand further contracts aggregate demand and lowers the

economy’s growth rate.

These findings raise important policy questions. As Hausmann and Velasco (2026) sug-

gest, taxing AI firms may provide a mechanism for capturing and redistributing rents created

by knowledge that is socially produced through public investment in research and develop-

ment. Levy-Yeyati (2026a, 2026b) shows that the rapid adoption of new technologies creates

adjustment costs far larger than those typically recognized in static models, including the per-

manent exit of individuals from the labor force. The pace and depth of the transition from

one technological regime to the next depend importantly on demographic conditions. As in-
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dividuals age, their ability to invest in new skills declines, and therefore the capacity of older

societies to reallocate human capital dwindles along a “demographic gradient.” Korinek and

Stiglitz (2026) emphasize the importance of active public guidance to ensure that techno-

logical change leads to desirable distributional and efficiency outcomes. While some of the

negative effects of AI are pecuniary externalities (e.g., the wage-depressing effects of AI noted

by Restrepo, 2026), these externalities ultimately also reflect disputes over power, income,

and social dignity.

2 The Ontology of Coordination in Economic Theory

This section examines the ontological foundations of equilibrium in both mainstream and

heterodox economics. I argue that, despite their important differences, both traditions ulti-

mately rest on a coordinative conception of equilibrium that leaves the political stabilization

of value metrics largely unexplored.

2.1 General Equilibrium: The Coordinative Benchmark

Economics assumes that markets, grounded in price signals, provide a common measure of

value for coordination in the absence of centralized exchange.6 Because plans for resource

allocation are heterogeneous, coordination in the economy is possible through mutual com-

parison of different technologies and preferences. In this sense, convergence to equilibrium

is the mathematical expression of a negotiation between competing intentions through price

reactions to agents’ behavior.7 Market prices are sufficient statistics for aggregating informa-

tion that would otherwise need to be common knowledge (Weyl, 2019; Hayek, 1945). Agents

do not need to know each other’s technologies and preferences but can rely on prices.

6Hahn (1984) identifies this presupposition as the thread running through otherwise divergent equilibrium
notions—Walrasian, Marxian, and Keynesian alike—namely, “the singling out of those states in which the intended
actions of rational economic agents are mutually consistent and can therefore be implemented.” Because plans for
allocating resources differ across individuals, coordination is possible only if different preferences and technologies
can be compared within a common evaluative framework.

7Post-Keynesian methodology includes a parallel debate over whether heterodox economics should retain the
notion of equilibrium at all. Setterfield (1997) distinguishes an “equilibrist” methodology, characterized by path-
independent, determinate outcomes at the system-wide level, from simpler individual equilibrium constructs that
persist only as conditional closures. As Chick (2022) reports, a structurally similar conclusion is reached by discarding
general and static equilibrium as the principal organizing concepts of heterodox methodology while retaining the
notion of the stationary state. Hahn (1984), by contrast, begins by reversing a common conflation of purpose and
methodology. For Hahn, equilibrium is defined simply as the absence of information that leads agents to revise their
theories or expectations, rather than as the realization of a given purpose by a system of agents; equilibrium is useful
only if it describes a state in which messages from the environment do not force agents to change the “theories” (or
interpretive frameworks) they hold about the world. In this document, I show that hegemonic closure is precisely
what fixes this “theory” in the minds of agents through education and cognitive lock-in. Chick (1998), as summarized
by Setterfield (2026), by contrast characterizes a long-run equilibrium of action independently of any realization of
outcome, in terms of agents in stable groups of engagement being sustained by stable configurations of confidence
embodied in long-run expectations. From Setterfield’s analysis of Chick, it follows that the two strands, conditional
closures and equilibrium-of-action logic, ultimately share a naturalized notion of valuation, historically shaped by
pragmatic responses to fundamental uncertainty and individual learning. This paper argues, however, that this does
not exhaust the ontological potential of Chick’s approach, since this feature of valuation can now be extended in
a more radical direction toward a hegemonic closure at a prior level, which generalizes the same logic from the
individual agent’s subjective configuration of confidence about capability potential to the shared ontology of value.
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Price theory is characterized by the transition from abundant differentiation to a low-

dimensional compressed signal (Espeland and Stevens, 1998; Jaffe et al., 2026). However, ra-

tional expectations in heterogeneous economies lead to a situation in which agents must pre-

dict infinite-dimensional distributions—the so-called “Monster Equation”—to form expecta-

tions about prices (Moll, 2026). The results have unintended implications. The computational

burden exposes the abstract nature of a current assumption: detaching price formation from

the distributional consequences of an economy’s operations by positing a neutral and shared

dimension of measurement as a precondition for coordination, instead of problematizing

the conceivable multitude of dimensions that agents may want to optimize according to their

preferences.What we perceive as coordination is less the cognitive ability of agents than a re-

ductionist closure that makes coordination possible—a hegemony. We find this pattern in

various general equilibrium formulations.

Walrasian general equilibrium assumes that competing agents can articulate configurations

of preferences and endowments within a shared space (Walker, 2006; Alves, 2026). In the

Walrasian auctioneer mechanism of tâtonnement, the neutral pricing mechanism, understood

as an abstract algorithm, incorporates spatial information distributed among agents into price

convergence. Agents state demands based on how much of a good they want at a given price

vector. The price vector can be adapted in scalar form, creating a space of mutual negotiation

between competing agents. In other words, disagreement is expressed in quantities based on

a given measure, so that constitutive contestation of the measure itself is displaced.

Equilibrium existence proofs rely on agents independently optimizing a shared, publicly

available preference function defined on a common space of states and commodities (Arrow

and Debreu, 1954). Prices are determined in equilibrium; that is, they are endogenous quan-

tities that fix the proportions of commodity vectors for which a feasible solution is possible.

Formally, such general equilibrium results require the specification of a pre-existing com-

modity space—the list of all goods, dates, states, and places—so that claims can be spelled

out in detail.8 Even when studying the role of coordination under uncertainty and incom-

plete markets (Radner, 1972; Magill and Quinzii, 1998), this formalism still has to be laid out.

In each case, by presupposing this descriptive space, we abstract away from the necessity of

political-institutional closure for its constitution and reproduction.

One can also see this in recent modifications to general equilibrium. For example, Wern-

ing and Lorenzoni (2026) consider a “classical” series of problems in the general equilibrium

literature on stabilization with forward-looking price setting and pricing frictions. In their

model, prices adjust according to a forward-looking tâtonnement process that takes into ac-

count a weighted combination of present and expected excess demand. In doing so, they

prove the existence of a steady state even for an apparently chaotic economy in which de-

8In other words, what counts as a good, which states of nature are recognized, and which dates fall within the
horizon are not neutral facts of nature; they are prior institutional decisions. If, for example, “unpaid care work” is
not in the commodity-state space, or if a state of nature (say, “catastrophic climate collapse at 𝑡 + 50”) has no market
for contingent claims because no one recognizes it as a representable state, these exclusions precede the formation of
any price. It is there—not in the interpersonal comparability of value—that the argument about hegemonic closure
comes into play: closure operates on what enters the commodity space, not on forcing agents to share a valuation.
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centralized agents do not process all available information. Yet the framework they embrace

still retains a coordinative ontology, for the price-setting mechanism, or auctioneer, contin-

ues to play the role of a neutrality-respecting information processor. It does not matter how

much forward-looking price setters care about their own specification of excess demand rel-

ative to their expectations about their rivals’ specification; they are still permitted—indeed

compelled—to ignore the constitutive antagonism of a new value relative to their own.

A similar coordinative interpretation motivates a range of game-theoretic equilibria, the

most notable of which is Nash equilibrium. In this case, the equilibrium condition is “relaxed”

in the sense that, unlike in general equilibrium, there are no longer shared payoffs between

the players (although a shared space of relevant outcomes and a shared ranking is typically

assumed). Each agent is concerned with ordering these outcomes based on their own prefer-

ence ranking, independently of other agents, without needing to compare their preferences

to those of others. However, agents do share a representation of the situation they find them-

selves in. Thus, we can assume they share both a representation of the gamified strategic

situation they are in (the payoff matrix, or description of the strategies available, outcomes,

and payoff functions) and a representation of the informational conditions under which they

operate. Nash equilibria are those in which no agent wishes to change their strategy, given that

all other players do not change their own (Nash, 1950; Schelling, 1978). Agents, while rank-

ing outcomes according to their own preferences, are nonetheless situated within a particular

shared ex post representation of their strategic situation.

A common denominator can be observed in all these frameworks. The very notion of co-

ordination relies on establishing a domain of equivalence against which actions can be defined

as gains or losses; that is, a coordinativemetric is required to obtain any adjustment procedure

that can be defined as a move toward equilibrium. Coordination—being compatible with dif-

ferent positions—can appear only within a constitutively established domain of equivalence.

Indeed, where there is, pre-hegemonically, a structural conflict over values themselves, the

notion of equilibrium in terms of coordination seems perfectly misguided: how can there

be an adjustment process toward compatible valuations if these valuations are themselves in

conflict? In other words, the coordinative ontology of economic theory is at the same time a

strong substantive position (and coherent with its purposes) on the constitutive order of the

economy. It refers to the conditions of coordination itself. The exile of the constitutive, and

therefore of “the economic,” means that an argument over prices can take place only within

an established metric of equivalence, against which conflicts can be treated as adjustments

in levels. Constitutively antagonistic valuation that lacks a hegemonic metric is, analytically,

strictly out of sight.

2.2 Conflict Within a Coordinative Ontology

Even in those traditions of economic theory where distributional conflict is the explicit object

of analysis, a coordinative ontology still prevails. Classical and heterodox approaches to eco-
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nomics that engage directly with questions of power and its institutional constraints remain

grounded in a structural position of comparability. While conflict is at the heart of these ap-

proaches, there is a determinate metric of valuation wherever this conflict takes place: in the

end, there is still a coordinative ontology.

Marxian political economy (e.g., Kalecki, 1954; Rowthorn, 1977; Shaikh, 2016) considers dis-

tributional conflicts in relation to the expropriation of and appropriation from surplus value.

However, the approach preserves a strong structural core of metric equivalence. The entire

division of output, the social possession of productive assets, the regulation of the mode of

accumulation and, crucially, the genesis of accumulation crises are structured by class strug-

gle. This perspective provides a reproductionworld organized by determinate value relations.

Class conflicts are entirely related to the appropriation of the surplus within (and against) an

internally coherent schema of equivalence. In this sense, this approach is equivalent to the

general equilibrium examined above. These concepts appear to be adapting to the new phase

of rentier capitalism that has emerged in recent decades (see Christophers, 2020), but to a

large extent they remain exclusively concerned with the expropriation of and appropriation

from surplus.

Kaleckian and post-Keynesian positions frame the distribution problem in terms of mar-

ket power and mark-up pricing (Setterfield, 2023; Lavoie, 2024; Skott, 2025). In part, these

considerations are drawn from an antecedent Sraffian position (Sraffa, 1960), in which the

determination of the price system depends on the exogenous specification of a distributive

parameter (usually the wage or the rate of profit) as a condition for closure. While Sraffa ac-

knowledges the political nature of closure, conflict is explicitly (and exogenously) at stake, and

the dispute concerns the division of a monetary surplus within a shared accounting scheme.

Power is expressed in prices, but there is an underlying value schema that renders monetary

claims commensurable.

This story is replicated in recent developments in themodeling of political power (Meltzer

and Richard, 1981; Persson and Tabellini, 2000; Acemoglu and Robinson, 2025). Institutions

and policies are endogenized, and political decisions about property rights, regulation, and

taxes link economic outcomes to the distribution of political power. Through institutional

change, political power systematically drives equilibrium processes. Yet the concept of equi-

librium remains a coordinative frame that depicts a coherent order ofmagnitudes, each refer-

encing the others in mutually commensurable terms. While the political economy of institu-

tions in this setting examines how institutions and norms coordinate societal affairs, regulate

collective action dilemmas, and contain conflicts as framed by political actors, it does not ex-

plore the epistemic and political depths of the metric.

In this attempt to take a step back (prolongation and generalization, rather than demolition),

I frame the distributive fix as a power-mediated act of constituting a valuation framework. The

constitutive antagonism transcends Sraffa’s and political power systems, and is itself consti-

tuted by the prior and fundamentally political act of creating the conditions for any suchmetric

of commensurability. Rather than an apparently stable fix, it is an epochal, hegemonic fix
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based on a historically contingent settlement that has rendered formerly incommensurable

claims comparable.

This resemblance across different approaches to the study of economic science speaks to

the reach of the coordinative ontology, which extends into diverse economic fields of inquiry.

Despite the prominence of power and struggle, the concept of equilibrium continues to frame

a coherent order of commensurable magnitudes that refer to each other. Since constitutive

antagonism has been left unexplored, the path to deeper investigation remains open, a highly

conducive and fertile space that is elaborated in the following sections.

2.3 The Limits of Coordinative Political Economy

We saw that economic analyses, both heterodox and mainstream, usually assume that strug-

gles occurwithin a commonvaluation framework. There is amarket equilibrium (competitive

clearing, strategic stability, institutional bargaining, or distributive commitment) that, in prin-

ciple, maintains the commensurability of economic magnitudes. According to the dominant

framework, disagreements concern solely and exclusively variations in resource allocation

within a common valuation space.

This starting point is the discipline’s boundary condition. The struggle is “domesticated”

into amerely technical question about economic variables,mostly in the formof prices (wages,

profits, and so on); that is, the very meaning of these prices is no longer at issue, nor is it posed

as a question.

Every systemof scientific analysis should prescribe a comparative procedure. Such a speci-

fication entails, in one formor another, ametric of comparison, which is necessary for tractabil-

ity. In other words, systems of scientific analysis should be specified with a particularmetric in

order to determine the conditions of their representational articulation. Yet while all systems

of analysis necessarily stipulate a metric of comparison, and while such a metric is essential,

it is its supposed neutrality that should be at issue here. This theory maintains that this neu-

trality should be treated as an untenable idealization, because metrics are not merely simple

terms of measurement. Rather, they always operate as terms of distribution, as conditions on

the ground from which comparison can be articulated, fixing particular meanings as to what

constitutes the economic object of account—what is economically valuable. When such a sys-

tem of analysis is taken for granted, leaving these metrics unquestioned, one is unwittingly

submitted to the flow of an already established institutional order.

The boundary conditions for coordinative political economy are not posed by any failure

to account for antagonism in the object of analysis, but by the very ontology from which it

attempts to organize its analytical system. In other words, by taking an already shared basis of

valuation as given, it blocks the possibility of recognizing that an economic system could be

condensing into a distribution of antagonism over value. It is the possibility of the latter that

makes economics political and demonstrates the need to transgress its boundaries to grasp the

current conjuncture of global structural transformation. Recognizing this possibility requires
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a shift in perspective at the ground condition of analysis: a move from coordination as the

basis of equilibrium to antagonism as its ontological horizon. This will be elaborated in the

following section.

3 From Friction to Antagonism: A Conceptual Shift

With the introduction of constitutive antagonism, it is crucial to distinguish its consequences

from those of traditional bargaining procedures, as well as from foundational presupposi-

tions regarding the preconditions for a viable economic order. The starting premise is that

economic order depends on prior institutional closure.

A clear hierarchy among concepts is a prerequisite for achieving the goal of this section.

There are six analytical levels, which I will discuss here: ontology of value (see footnote 2), i.e.,

the implications of an essential metaphysical stance on the nature and/or source of economic

value before any measurement takes place; metric (see footnote 3), i.e., a protocol consisting

of a particular measurement technique and a distributive principle; institutional inscription,

i.e., the inscription of the metric within the broader legal, organizational, and technical in-

stitutional regime; naturalization of the metric process, i.e., the point at which it is no longer

seen as contingent; closure, i.e., the evaluative regime based on the ontology of value, a par-

ticular metric, institutional inscription, and the naturalization process, which is authoritative

in organizing economic calculation; and stabilization, i.e., the mode whereby the regime of

closure becomes culturally and discursively assimilated. Finally, there are regimes, at the apex

of the pyramid, which are historically contingent formations of closure and stabilization (e.g.,

Bretton Woods or financialized neoliberalism).

In concluding this section, I will frame the notion of equilibrium as the representable, for-

mal, price-theoreticmanifestation of the closure process. With agentsmaintaining incompat-

ible ontologies of value, how is equilibrium reached? Equilibrium is the hegemonic closure

of the valuation metric; it is nothing more than the political manifestation through which we

witness closure taking place. Under the regime of stabilization, the unapprehendable reveals

itself as coherent economic quantities.

3.1 Constitutive Antagonism and the Structure of Valuation

As shown in the previous section, even an economics that incorporates distributive conflict

assumes an economic ontology that allows agents to operate with a common denominator.

However, once a coordinative ontology is defined at a certain level of analysis, it is important

to clarify the distinction between two types of opposition: negotiable conflict and constitutive

antagonism.

Negotiable conflict is a situation in which disagreement—and its settlement—takes place

within a certain metric, for example when it concerns determining the level of wages, profits,

the rate of taxation, or the level of public spending. Such conflict is sedimented into antag-
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onism where a metric is assumed and variation along the quantitative scale of an economic

magnitude occurs. It is within this agreed magnitude that power finds expression in a value at

an agreed level. However, suchmetrics are not usually explicitly contested in each transaction.

In general, society is characterized by diverse interests and material conditions. How-

ever, once participants acknowledge the existence of a framework within which their social-

material relations can be evaluated, institutional and material adjustments, as well as bar-

gaining processes, become conceivable in terms of shared parameters. Constitutive antag-

onism, by contrast, addresses the framework as an ex ante situation, arising as soon as conflict

transcends questions of resource allocation and instead concerns the parameters according to

which legitimate economic values, costs, and claims are determined.

The framework within which the economy is conceived as a system (or a set of systems) in

themaking finds itself under dispute, and as long as closure has not taken place, a reduction to

differences within a shared metric cannot be easily established. There is no internal parame-

ter, since negation is involved: one party negates the categorical status that the opposing party

assumes when taking a stand in a context of action. The conflict cannot be resolved within the

existing parameters, because no hegemonic categories have provisionally settled it. Another

framework of evaluation is required.

In modern welfare states, the fact that market wages (whether based on the marginal pro-

ductivity of labor or socially necessary labor time) and social claims (whether based on dig-

nity or democratic participation) coexist without problems does not refute the general case

of constitutive incommensurability; it exemplifies a way of historically settling it. In this case,

market wages and social claims are institutionally separated rather than settled on a com-

mon denominator.9 That is, market wage setting still reflects the specificity of the market,

where labor is treated as a commodity, and bounded transfers incorporate this framework as

the basis on which benefits can be distributed in relation to claims of inclusion and member-

ship. Both ontologies—materialized throughmetrics—are embedded in separate institutional

frameworks. Their non-antagonistic coexistence, in this sense, does not depend on conceiv-

ing physical composition as subordinate and merely functional to social composition. It de-

pends only on preventing the two sets of magnitudes from directly competing over the same

economic magnitude.10

This partition is itself a hegemonic closure. Consider, for example, the “wage-labor nexus”

discussed by the regulation school. This is merely a particular historical mode of stabiliz-

9This means that each ontology has its own legal and technical “home.” On one hand, there is the metric of pro-
ductivity or subsistence (which operationalizes the commodity ontology), institutionally anchored in labor contracts
and commercial codes; on the other, there is the metric of social entitlement (which operationalizes the citizenship
ontology), anchored in constitutional rights and welfare budgets. Because they are “partitioned,” the two ontologies
coexist without conflict, as they are not required to resolve the same allocation problem at the same time. This is what
I call “hegemonic closure.” This is why the traditional welfare state functions and remains stable: the institutional
registration of the “wage” (based on productivity or subsistence metrics) occurs within the Ministry of Labor, while
the registration of “retirement benefits or subsidies” (based on social entitlement metrics) occurs within the Ministry
of Social Security (or its equivalent, depending on the country).
10In other words, as long as the wage remains merely a “commodity,” there is no direct ontological conflict with

public health. However, if it is proposed that the wage should encompass “citizenship” (an ontology of dignity), then
both ontologies compete to define the same economic magnitude: the wage.
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ing the separation of ontologies. The separation of ontologies institutionalizes a mechanism

that prevents any occurrence in which the negativity inscribed in the logic of labor becomes

manifest. There are consequences of this account of the wage relation for the present. The

question dominating current discussion about the potential effects of radical automation—

the potential devaluation of wages—concerns only a saltational change in value systems, as a

process of struggle over the inscription of identity within the same singular magnitude and

over the collision of ontologies.11 It concerns the point at which the labor-logic of the com-

modity becomes materially impossible, the point at which a new mode of valuation within

non-market valuation is established.

This discussion can be continued in various directions. First, the decisive aspect of post-

work imaginaries promoted by Srnicek andWilliams (2015) is the revision of how the value of

work is evaluated. Second, the humanist rejection of the commodity form, discussed at length

byBoltanski andEsquerre (2016, 2017), again points us toward the fundamental question of the

value of work. Sandel (2020)’s recent reflection on the separation between market valuation

and contributive justice can also be introduced here. Third, Žižek (2025)’s findings in his

reflection on Point Zero—the point at which the coordinative ontology of the market fails—

can also be seen as an example of howwemight demarcate the contradictory lived experience

of exchange value today. All of these reflections point us toward the constitutive character of

the fundamental problem of value and toward the gradations of this problem across various

fields of the economy.

But these reflections touch not only the field of wages. The fundamental problem of val-

orization is definitive for the logic of protracted arguments over the interpretation and con-

duct of economic policy. The pattern of logic outlined above also allows us to demarcate the

various levels of antagonism that shape arguments over austerity and public support, credi-

tors and debtors,12 international economic liberalization, and financial regulation to name a

few. It also indicates that the subjects of these conflicts are always fighting not only for the

affirmation of certain distributional positions but also for the affirmation of certain regimes

that legitimate economic policy.

To conclude, constitutive antagonism destabilizes the horizon of coordination and, in turn,

11The issue therefore goes beyond a coordination problem that could be solved through retraining programs or
adjustments to existing tax-transfer systems. Instead, it reveals that wage determination already rests on two incom-
patible logics: labor as a commodity whose remuneration reflects productive contribution, and labor as embodied
persons whose claims to social reproduction exist independently of market valuation. Automation exposes an antago-
nism that already structures wage determination. As the commodity logic of labor becomesmaterially untenable, the
alternative framework can no longer remain institutionally marginalized. In the limiting case in which the AI revolu-
tion eliminates the marginal contribution of human labor, the productivist ontology drives wages toward zero while
citizenship-based claims to income persist. At that point, the institutional partition separating wages from transfers
can no longer be sustained. The distinction between “wages” and “transfers” loses practical meaning once transfers
must provide virtually all household income after market wages cease to perform that function.
12The divergent debt-servicing cultures of Chile and Argentina provide a clear empirical reference point for this

distinction. While Chile has institutionalized a framework of rigid contract enforcement and fiscal “responsibility,”
Argentina’s history of recurrent defaults and restructurings reflects a different evaluative closure regarding the status
of financial claims. Palma (2025) notes that in Chile, 0.1% of firms control 70% of sales, and the elite has established
a system of “absolute property rights” that enables them to resist any policy change. In this economy, contracts are
rigidly enforced because the metric protecting the creditor is deeply embedded in the institutional framework. In
contrast, Argentina’s restructuring is not merely a technical failure but a symptom of a fragile hegemonic closure, in
which the debt metric never truly stabilizes.
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the system itself. It is only natural that we observe a multiplicity of patterns in economic sys-

tems, including episodes of temporary consolidation. However, these are not expressions of

an independent economic logic or rationality; rather, they are contingent results of a strug-

gle over valuation. There is no question that we are witnessing a conjuncture of change in

economic affairs, a technological and geopolitical turning point. This is the setting in which

a renewed struggle can emerge: a struggle in which previously isolated economic magni-

tudes clash within the same ontology, a struggle that cannot be resolved by an institutional

separation of two domains of reference, a struggle whose outcomes are always hegemonic,

in which one system is ordained as authoritative while the other is rendered illegitimate or

simply utopian. This means that the struggle itself becomes a conflict over defining what is

valuable and who is allowed to claim this privilege. In this new paradigm, who now claims—or

who is, or will be, in a position to claim—the privilege of defining the magnitudes from now

on?

3.2 The Institutionalization of Value Metrics

This antagonism about valuation demands allegiance to an economic perspective that is at-

tentive to the institutional ways in which the variety of value metrics are stabilized as au-

thoritative. By highlighting certain price-setting routines, overall profit targets, debt repay-

ment norms, and fiscal policy standards, a particular valuation can be claimed as authoritative.

Thesemetrics are justified as authoritative by the institutions that stabilize them as normative.

These institutions are not only concerned with imposingmeasurement and computational

standards. They also define what constitutes an economic magnitude. A good example is the

development of the System of National Accounts (SNA). In particular, Jorgenson and Slesnick

(2015) propose a system for the “New Architecture” of the national accounts that delineates a

production account, in which the accounts for production, productivity, and social welfare are

integrated and consistent. The aim of the New Architecture is to explicitly incorporate social

welfare into the national accounts framework. Social welfare is derived as a function of house-

hold consumption expenditure. In other words, the resulting quality-of-life indicators can, in

principle, be made commensurate with GDP and its derivatives. From the point of view of

hegemonic closure, this is a clear attempt to expand the valuation horizon by including the

non-market within a valuation system based on the market relations that define the concep-

tion of value in use. This is an institutional closure with a specific meaning: it defines when

we can say that the pursuit of social progress can be quantified and therefore calculated, that

is, subjected to a system of control and optimization on the basis of an authoritative system

of valuation.

A similar argument can be made about inflation targets as a monetary policy strategy,

whereby central banks target inflation to anchor expectations regarding price stability (Bernanke

et al., 2001). Yet price stability is an institutionalized standard that reinforces certain balance

sheets, safeguards the real value of nominal assets, and constrains fiscal space. It is a codi-
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fied measure that organizes and perpetuates particular distributional interests, sustained by

the very credibility of central banks and an extensive institutional matrix that naturalizes a

contingent arrangement as an objective necessity. This view aligns with insights advanced by

Fraser (2015), Palma (2022), and Baines and Hager (2025), who emphasize the institutional

dimensions of monetary policy and macroeconomic governance in stabilizing concentrated

financial power and dominant creditor interests.

In a similar vein, balanced budget constraints and debt limits are normative targets that

define fiscal responsibility and macroeconomic stability (Alesina and Perotti, 1995; Reinhart

and Rogoff, 2010). Yet, in doing so, they also establish boundaries between permissible and

impermissible expenditures and legitimize or reject certain distributional interests. Fiscal

responsibility is an institutionalized standard that allocates specific adjustment costs by en-

forcing a particular view of economic sustainability, objectified as a necessary condition once

codified in the rules, procedures, and discourse of macroeconomic governance. In turn, it

stabilizes particular distributional interests and limits alternative possibilities.

Constitutive antagonism becomes enduring precisely because it becomes institutionalized.

The divergent understandings of value (price stability vs. employment, fiscal responsibility vs.

social provision) are essentially irreconcilable. The contingency and indeterminacy produced

by their exclusive character is not contained because that exclusive character is overcome. It

is contained because one understanding becomes authoritative by being objectified through

legal, technical, and organizational forms and is thus positioned to frame the actions of agents

as they engage in economic calculations.

The existence of equilibrium thus depends on the prior stabilization of constitutive antago-

nism and its hegemonic closure. Once institutionalized, the metric provides a framework for

distinguishing economic magnitudes into commensurable attributes that enable economic

calculation. The coordinative aspect of economic equilibrium arises from this authoritative

meaning of value. I will outline this mechanism of hegemonic closure next.

3.3 Equilibrium as Hegemonic Closure

The institutional stabilization of a particular value metric is what I call hegemonic closure; it

must be clearly distinguished from both conflict resolution and coercive domination. As al-

ready noted, struggle and ideological confrontation are inherent to any society or epoch. But

when we speak of hegemonic closure, we mean that one representation of the component

elements of value becomes authoritative and enables direct comparison between economic

magnitudes, and hence the possibility of performative calculations in the fields of art, tech-

nology, and challenges associated with that metric.

Let us now think through some of these concepts. It is possible to say that most of the

equilibrium models presented above necessarily rely on a fixed, institutionalized standard of

value. The prices, profits, wages, and financial obligations referred to in thesemodels are only

possible if we have a fixed standard of value to frame them. Similarly, the homology between
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these magnitudes, which are defined as being in equilibrium in an exercise in comparative

statics, is merely the result of having a particular representation of a standard of value that

has been institutionally consolidated—a process of hegemonic closure. The idea of keeping

prices stable or defending fiscal discipline (or, alternatively, the pursuit of shareholder-value

maximization) is the horizon within which calculations are possible and deviations are com-

prehensible and comparable. The fruits of this system, the magnitudes of value associated

with it, are, of course, subjects of contention; people do disagree about their desirability and

validity within a given society. But they do so against and within the horizon of a system of

evaluation that is already homological and fixed.

My aim here is to shift the sense of equilibrium. Within the framework of a coordinative

ontology, the equations of equilibrium become the reification of a fixed regime of evaluation,

the political sedimentation of an earlier disagreement. The unification of prices rests not on

the absence of competing logics of distribution (since they are still present), but on the victory

of one over the others.

Consider monetary institutions: all contracts and wages are negotiated, and all fiscal plans

for the state are made with reference to the hegemonic monetary measure of stability (i.e.,

price inflation of 2–4% annually). This single measure allows expectations to align with this

standard. In this way, the equations describing equilibrium relations can be written with ref-

erence to this measure, and their continuity is crucially affected by this inflationary measure

having become institutionally fixed as a hegemonic global standard, while other social mea-

sures (such as debt cancellation, limits on the excessive profitability of other actors, ensuring

financial fragility, etc.) are subordinated to it. In fact, in this way, the notion of economic

equilibrium is nothing more than a calculation of economic relations in which a particular

distributive perspective is given the power to frame economic calculation.

Whatever the closure may be, it is constantly contested and is certainly far from a stable,

permanent situation. The extent towhich this institutionalized closure is essentially preserved

or fundamentally contested is the result of a host of particular and contingent factors (e.g.,

crises, struggles over political power, shifting grounds of institutional legitimacy, etc.). In par-

ticular, a range of possible crises (financial meltdown, social upheaval, fiscal crisis, etc.) makes

visible the constitutive antagonisms contained within and pacified by processes of closure by

disrupting and changing the social legitimacy of the specific measure sustaining a particular

institutional order. These moments of flux reveal that equilibrium is always only a momen-

tary and fragile stability in reference to some commonmeasure, one that is highly susceptible

to crises in its legitimacy and to challenges to its authority.

However, having said the above, it is not necessarily (and in fact, not at all obviously) the

case that any fundamental, innovative transformation in the structure of institutionalization

follows from a crisis of institutional order. In theory, it is entirely possible for a crisis to occur

without producing the kind of change that the predominant institutionalist paradigm expects

to be associated with crises. Conversely, it is not difficult to argue that some form of change

is associated with the crisis (depending on the extent to which the different aspects of closure
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are expanded), whichmay be abrupt and sudden ormay develop gradually over time, without

necessarily altering the institutions according to a new ontology.

Here are two examples. First, the 2008 Global Financial Crisis can be taken as an instance

of institutional closure, where the institutional order remains essentially unchanged. The key

point is that massive state intervention in financial markets to stabilize asset prices and res-

cue speculative investors (both in the United States and throughout the world) was not con-

ceived as an exercise of sovereign power, nor as the necessary response to systemic crisis in

any economic sense of the term. Rather, such interventionist policies were understood ei-

ther as propping up the transmission mechanism of financial institutions or as temporarily

mitigating the distributional effects of an ultimately unavoidable aspect of the capitalist econ-

omy. That is why such interventions were commonly interpreted as supporting—rather than

supplanting—the primacy of the rentier (or speculative) aspect of the capitalist order above

and beyond the state. If any process of institutional innovation at the level of the basic eco-

nomic order was taking place following the crisis, it was in the relatively narrow sphere of

financial instruments, which produced the securitization of credit ultimately revealed by the

crisis.

Second, the Argentine Convertibility Crisis of 2001 is an example of amore radical, though

incomplete, break from hegemonic closure. Even while it was in place, Argentina’s ruling

elites never regarded convertibility as anything more than a tenuous closure, one that failed

to achieve ontological stabilization of economic reality. Thus, rather than attempt a new auto-

supportive closure at the point of collapse, the Argentine government simply threw up its

hands and scrapped convertibility altogether.

This scenario does not produce a clearly new institutional regime arising from the destruc-

tion needed to complete the agenda of institutional innovation its leaders believed they were

pursuing before the rupture. Instead, the abrupt implosion of the convertibility regime gen-

erated extensive political wrangling, uncertainty, and institutional confusion. Yet within the

wreckage of the convertibility regime, certain elements of institutional innovation did emerge

(e.g., an unprecedented redefinition of relative prices of numerous goods and services—and,

in particular, exchange rates) and ultimately came to dominate as the most effective mode of

policymaking, understood essentially as the reconstruction of economic reality under radi-

cally different institutional circumstances.

3.4 Formal Implications for Equilibrium Theory

In the canonical general equilibrium framework, the welfare theorems show that every ef-

ficient allocation of resources is associated with a relative price vector. The same holds for

Pareto efficiency defined with respect to each individual’s own preference ranking, without

invoking ordinal interpersonal comparisons of welfare. The institutional structures that sup-

port these equilibrium representations can be summarized as (i) an exogenous commodity

space of potential bundles, (ii) enforceable claims to those bundles, and (iii) a stable monetary
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unit of account (see Jaffe et al., 2026). Together, these constitute a set of institutional structures

within which equilibrium prices and values can be defined and represented.

The discussion of formal representation within general equilibrium theory involves two

analytically separable claims. The first concerns existence. Existence requires only that some

exogenous commodity space (and associated enforceable claims over the space) be assumed.

In that case, existence is logically guaranteed by conventional fixed-point theorems that en-

sure a stationary fixed point (the price vector) for an appropriately defined excess demand

correspondence over the space.

The second issue concerns convergence. There are many interesting investigative paths to

explore regarding the convergence dynamics of Walrasian tâtonnement—including forward-

looking variants (e.g., Werning and Lorenzoni, 2026)—but the outlook is grim. We simply

do not have general stability results given existing information and preference assumptions.

There is also the problem of forecasting from the standpoint of its computational charac-

ter, which—as Moll (2026) emphasizes—may become an issue in the limit when moving to

infinite-dimensional time or state indices. The distinction between the formal existence of an

economic equilibrium and the (in)ability to converge to a state is, ultimately, the crucial point

emphasized in Hahn (1984). The “weak causal claim” associated with economic equilibrium

that “rests on the fact that the economy simply won’t stay there rather than that it will get

there” explicitly distinguishes the mathematical proof of an equilibrium’s existence from a

guarantee that decentralized agents will (or can) converge to it.

The challenge of convergence is precisely what hegemonic closure addresses at the most

practically relevant level. One can assert that an equilibrium may or may not exist in some

mathematical sense in a particular economic environment, but still have reasons to consider

how agents coordinate in that environment. Convergence is a success of the closure that has

already taken place. At a given point in time theremay be a decentralized dynamic playing out

in a (for now) stabilized space of commodities, a measure of value, and an institutional system

that makes prices, contracts, and expectations coherent from the perspective of agents living

within it.

This problem also arises in approaches to statistical equilibrium models (see, for instance,

Scharfenaker, Theodosio, and Foley, 2025). In this framework, coordination is understood as

the emergence of an ergodic distribution of agents within a bounded sphere around a fluc-

tuating center of gravity, rather than as a deterministic point equilibrium reached through a

central planning process. Even if we posit a probabilistic, dispersed planning process instead

of the Walrasian auctioneer, these statistical equilibria rest on a largely latent background

system of evaluation that renders the payoffs of different production paths commensurable.

The fact that thesemodels treat the center of gravity as a statistical convergence around which

prices fluctuate does not mean that this center of gravity is not itself the macro-level outcome

of a historically contingent system of evaluation. It is these metric choices—labor time, mon-

etary profitability, or social entitlement—that underpin the statistical regularity of monetary

prices in any statistical equilibrium regime.
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The same pattern appears in stability analysis. The formal set of local and global stability

conditions is a sharp tool for asking whether the system can self-correct and return to its orig-

inal equilibrium point. I do not question that. The point is that stability conditions, however,

rest on the premise that dynamics away from equilibrium do not occur in a different, disrup-

tive regime of evaluation from the one that originally determined that equilibrium. Once you

question the metric on which the system operates, the issue is no longer whether the system

converges to equilibrium, but rather what the pillars are on which this whole building rests. If

these pillars falter, the entire space is necessarily (foundationally) destabilized.

I am not claiming that equilibrium models are defined by a set of counterfactual assump-

tions that should be rejected, nor that they are blind to distributional questions. These aspects

are already fully represented in contemporary equilibriummodels. What I consider key is the

exclusion of the political aspect of economic relationships in these formalizations.

This exclusion cannot be justified by appealing either to the idea that equilibrium models

perfectly fit reality or to the idea of economic abstraction. Constitutive conflict underlies all

these formalizations. Since the partial theorization of the world on which equilibrium mod-

els rely consists of a contingent set of assumptions, the universe thus theorized can be said to

incorporate an economic aspect only to the extent that the prior political conditions for this

aspect are given. In other words, I claim that the self-consistency of the equilibrium model

requires the prior existence of a kind of value metric. A metric is what constitutes the eco-

nomic aspect of the world, of which equilibrium is supposedly an account. The definition of

what is economic in equilibriummodels is thus constituted by the political aspect of economic

relationships, that is, by the existence of an economy susceptible to equilibrium.

When this constitutive conflict is not represented (or evenmentioned) in the interpretation

of a model, the empirical interpretation of the facts becomes increasingly detached from the

political dimension of social relations. This has implications for the legitimacy of economic

interpretations of the real world, which in turn contributes to the stabilization of a particular

framework.

Here again, the SNA provides a convenient, authoritative example to illustrate the analyt-

ical process of depoliticization. That system systematically represents the creation, use, and

appropriation of value. It depoliticizes distributive conflict by treating prices as relative in-

dicators and viewing value added as remuneration of the productive agent. Rents—whether

technological, land-related, or arising from unskilled labor being paid below the cost of re-

production and leisure—are kept at bay, submerged in the “operating surplus” account (see

Turner andGraña, 2026 for an estimation). Their importance is washed out by technicalmea-

surement. In this way, the analytical system reaches its logical goal: it stabilizes distributive

logic by defining a set of economic magnitudes that can be formally represented and cal-

culated. The search for the restoration of equilibrium and the reconstitution of hegemonic

closure invariably become two sides of the same coin.

While its analytical prowess in many directions is vast, the equilibrium approach requires

a formal readjustment of its foundations, in particular its views on the relationship between
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economic processes—understood as processes of value management—and the emergence of

characteristic value metrics. A first and, in my view, most significant step toward that end

would be to analytically convert the discourse of equilibrium into one of contingent equilib-

rium. This terminology would better reflect the need to view the concept of equilibrium as

a description of the internal consistency of an economy within a given, stabilized evaluative

regime. However, the consolidation, evolution, and, at times, rupture of such regimes escapes

the constructive scope of equilibrium analysis. Fully acknowledging this fact helps pave the

way toward a new political economy, which would consider the constitution of characteris-

tic value metrics not merely as a major condition but as a political (in the antagonistic sense)

category.

4 The Dynamics of Closure and Destabilization

In this section, I develop a positive analytical framework to examine how competing evalu-

ative claims become institutionalized as economic data. I analyze how self-reinforcing feed-

back mechanisms generate institutional lock-in, in which a particular data tradition becomes

the taken-for-granted knowledge base for subsequent policy interventions and argumenta-

tion. I then analyze processes of destabilization and reconstitution through which a hege-

monic mode of data production and closure dislodges an antagonistic alternative. The find-

ings in this section are formalized in the model presented in Appendix A.

4.1 Competing Metrics and Distributed Adoption

How does ametric achieve hegemony? Hegemonic closure is not the consolidation of a single

evaluative system that legally or politicallymonopolizes ametric of value. Instead, hegemonic

closure arises from competing evaluative systems that correspond to distinct metrics of value

and involve different understandings of the relative values of labor, debt, and profit. Agents

may conform to one evaluative system or another within these competing systems.

In a context of fragmented adoption of different systems, multiple evaluative frameworks

can interact with one another. Yet agents’ use of different evaluative systems makes coordi-

nation difficult. They may agree on a price for goods and services while disputing the justice

of the distributive order that such prices reflect. This can be described as a state transition

leading to a new equilibrium that coexists with an unresolved contestation of valuation.

In the process of transition from which economic interactions evolve, several forces pro-

mote coordination. First, routines of economic interaction support evaluative systems that

are easy to compare. This coordinating tendency is amplified as accounting practices and

contracts converge around a single evaluative system (see Sum and Jessop, 2013). Second, the

wider diffusion of a hegemonic metric reduces uncertainty and transaction costs. This leads

to still wider diffusion—a self-reinforcing process that produces the closure of one hegemonic

metric throughout economic activity.
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Adoption can be understood as a structural variable. Hegemonic closure occurs when one

metric dominates others, pushing major rivals to the margins. In general, equilibrium can

be defined only with respect to the dominant metric. Other logics do not simply disappear;

they remain in the margins, waiting for the next change in the dominance structure of us-

age. The consolidation of the general metric unfolds cumulatively as adoption feeds back to

support and strengthen the institutions devoted to its use. From this perspective, equilibrium

means tracking over time and space how a specific metric spreads and becomes embedded in

institutions.

A compelling contemporary example of a structural variable defined as adoption is pro-

vided by the worldwide process of replacing the London InterbankOffered Rate (LIBOR) with

the Secured Overnight Financing Rate (SOFR). The wholesale replacement of a benchmark

interest rate is not a spontaneous development arising from changes in the money market,

but a planned transformation at all levels of the market game, undertaken in the name of en-

hancing the integrity of the global interest rate calculation infrastructure. “Integrity” is the

legitimating standard at the level of the metric. It allows a political choice—to replace the

standard by which interest rates in a variety of markets are set—to be presented as a mere

technical requirement for maintaining the fiction of the market’s naturalness in global inter-

est rate calculations.

4.2 Positive Feedback and Institutional Lock-In

The diffusion and recurrent use of a metric can produce effects that persist far beyond the

single transactional event in which it is inscribed. Recurrent use may alter conventional eco-

nomic institutions and practices. The internalization of a metric across institutions and orga-

nizations may encourage recurrent use (or increase the cost of not doing so). Contracts, laws,

and other normative regimes may establish a feedback mechanism that leads to a stable form

of hegemonic closure: a self-reinforcing process similar to what Setterfield (1997) calls cu-

mulative causation, hysteresis, and lock-in, as paradigmatic examples of the path-dependent

approach opposing the “equilibrist” methodological stance. Lock-in becomes possible once a

metric is widely adopted. Education is a prominent case in point.

Education is one of the primary sites where this process of naturalization occurs through

what Hodgson (2004) calls “reconstitutive downward causation.” As Albers (2026) shows, nar-

ratives in business education systematically guide students along plots where profitmaximiza-

tion is the ultimate end. This seemingly innocuous goal is pursued by operationalizing the

ostensibly neutral concept of adding value as the capture of value for the organization. This

collapse of multi-sided stakeholder considerations into a single metric of financial gain has

ontological implications. Through rhetorical devices such as directive questioning and the

“generic you,” and through the continual representation of profit maximization as an im-

mutable fact of human nature, we come to forget that a constitutive antagonism must pre-

cede the stabilization of the metric of exchange. In other words, by erasing the antagonism
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involved, these techniques sweep the political out of economic space altogether and produce

cognitive lock-in: trying to think about alternative ontologies of value becomes extremely dif-

ficult when reasoning is confined within a single calculable framework (Espeland and Stevens,

1998). The result is the long-term stability of what is essentially a hegemonic closure.

Institutional adaptation also lags behind changes in individual evaluation. Once estab-

lished, institutions can persist despite shifts in the material conditions that initially favored

a particular metric. A consequence of this temporal asymmetry is institutional lock-in: the

tendency of formal and informal institutional arrangements to persist long after the circum-

stances in which they were created and embedded have changed. It is entirely possible for an

institutionalized framework to continue to organize patterns of economic coordination even

as underlying economic beliefs are undermined or new technologies emerge in response to

changes in the material conditions of production.

The continued prevalence of the SNA reflects an industrial-era conception of value. The

2025 update of the SNA13 attempts to reconcile its conceptual structure with developments

such as artificial intelligence and digital assets. However, its fundamental analytical closure,

that equates value creation with factor compensation, remains. Technological rents and the

complex global appropriation of value complicate its capacity to represent contemporary

modes of accumulation. As production expands to incorporate rentierism and intellectual

monopoly (Srnicek and Williams, 2015; Christophers, 2020), certain mechanisms of appro-

priation under consideration remain occluded.

Because of the hysteresis effects of the dominant metric, governance and coordination ar-

rangements at any given point are a function of both the existing adoption pattern and the

historical institutional path. Transformation is therefore only possible through the transfor-

mation of institutional arrangements. The naturalization of the dominant metric obscures

the antagonism and the contingent ensemble of power relations (the political in Laclau and

Mouffe, 1985’s sense) that produces it.

4.3 Destabilization andMetric Breakdown

Institutional lock-in is only a temporary fix for antagonism. Through material changes, new

distributional conflicts, technological change, and social movements, increasing pressure is

placed over timeon the dominantmetric of value.14 The institutional structures and structures

of economic experience will increasingly come to “have a loose, uncertain fit.” That is, the

dominant metric will begin to lose its authority to determine what has economic value, even

if it remains in use.

As soon as there is a divergence between institutional lock-in and adoption patterns, desta-

13See https://unstats.un.org/unsd/nationalaccount/sna2025.asp
14Setterfield (1997) develops a complementary, more psychological account of why closures cannot be final even in

the absence of material stress: the very tranquility of an unchanging equilibrium may arouse suspicion that “things
are too quiet,” prompting preemptive behavioral innovation from within. This endogenous but non-material trigger
can be read alongside the material and technological pressures emphasized here, and it connects to the discursive
“market test” dynamics of Pillar 5 in the introduction.
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bilization begins. At one level, actors may maintain their behaviors in adherence to the met-

ric, presuming that their contractual obligations protect them from the forces undermining it.

Alternatively, and perhaps more realistically, actors begin to change their price expectations,

economic understandings, and contracting/liability practices in response to changing condi-

tions. A dissonance emerges between routine and institution, which may create frictions in

actual coordination but not outright discoordination. Market prices could still clear, but the

basis of the metric’s legitimacy and permanence is undermined and increasingly called into

question. That is, instead of conflicts being about negotiating within the metric, they become

about negotiating the metric itself.

Here the system reaches a turning point: an antagonism arises not just over distributional

outcomes but over the standards by which they are determined and accepted by all parties

concerned. If political clashes of this sort have taken place, subsequent economic perturba-

tions reflect the wear and tear on the metric regime that made them possible.

By “metric crisis” I mean a situation in which the prevailing standard of interpretation

fails to produce sufficiently stable expectations. The meaning of contractual obligations be-

comes ambiguous, the prices of various securities fluctuate wildly, and previously guaranteed

arrangements are called into question. These pathological phenomena arise not only from

peculiar relative price levels but also from instability in the commonmeasure that made their

determination possible. At this point, equilibrium theory starts to become meaningless: the

“space of valuation” in which prices are given meaning and assurances are interpreted starts

to wobble.

The basic theoretical observation is that current automation has the potential to produce

such instability, and that there are circumstances in which wages in a competitivemarket may

be driven below the levels predicted by eitherWalrasian orMarxian approaches, both ofwhich

presuppose some kind of baseline value of labor for economic measurement. The dynamic

here crucially hinges on the sharp disparity between the commodity character of wages and

the social necessity of subsistence. This, in turn, transforms an entire dimension of conflict

over distribution: it is now aimed at challenging the very authority of the market in deter-

mining prices, not just their level. The inevitable, constitutive conflict of distribution present

in all economic production in these kinds of capitalisms puts pressure on the value infrastruc-

ture that conventionally ties wages to their productive relevance and, in doing so, could quite

possibly threaten the ability of twentieth-century institutional arrangements to keep in check

the constitutive conflict that might be expected to come with greater automation.

Most importantly for the present analysis, increased automation of productionmeans that

labor will increasingly be seen not as a market commodity, but as something one simply does,

in a non-market way. This change in the ontological category of labor will reverberate across

the whole economy, beyond what we can predict in simple terms about prices (including in-

terest rates and taxes).
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4.4 Reconstitution and Regime Shift

Whenmeasurement breaks down, it involves a reconfiguration of coordination, which in turn

entails a struggle over different metrics and their institutional reinforcement. The increase

in uncertainty prompts a search for new metrics. Once a metric becomes sufficiently re-

inforced institutionally, expectations become reorganized, restoring coordination. A crisis

opens a space for restoration.

Reconfiguration is a process of convertion in which a new metric is reinforced through

adoption by enough people, along with associated institutional support, so that the new met-

ric supersedes the old. This can involve political and monetary changes, among others. An

instructive example of this process from Acemoglu and Robinson (2025) is their description

of a major social revolution in seventeenth-century England, marked by a shift toward a new

political ideology of “popular sovereignty” and “political contests changing property rights in

political and economic power.” The change in metric was driven by a wide-ranging reconfig-

uration of institutional reinforcement.

Financial globalization works similarly. Palma (2025) argues that it marked a departure

from the postwar industrial social compact toward a system “where financial asset valuation

has become a key element in economic coordination, and where profits accruing to a rentier

class become a major source of income.”

Jorgenson and Slesnick (2015) argue that a “SNANewArchitecture” is attempting to develop

a range of other GDP-like economicmetrics aimed at social welfare, while also accounting for

a broader range of intangible capital. This represents an ongoing and ambitious program of

metric reconstitution. It is currently a drop in the ocean relative to GDP’s institutional support

and entrenchment, but the outlines are intriguing.

All of these examples have something in common. A transition to a new regime is a change

in the standards bywhich economic value is assessed, not just in the assessed levels themselves.

Price adjustment is about reducing deviations around those measures, while a regime trans-

formation is about adopting a new measure for assessing economic value.

The evaluative metric by which an order is determined establishes not merely the terms

by which one outcome may be compared to another, but also the terms of comparability

by which they are framed (interpreted) as economic. Measures and contracts that were once

rational andmeaningful according to a prior evaluativemetric now become difficult to defend

or even comprehend. Nothing about the order of events has changed; history remains. What

has changed is the idiom by which the economic meaning of the past (and present) is made

intelligible.

According to the terms of this new metric, equilibrium may be restored. “Former” prices,

according to the former (pre–regime change)metric, may reemerge as the hegemonic closure

of a new and different institutionalized metric. In other words, equilibrium is no more than a

term by which we refer to the temporary duration of a particular institutional setting in which

a constitutive conflict is kept at bay. It is by no means the point of “rest” for a system.
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In summary, the point is simple. Equilibrium is itself a regime-dependent phenomenon.

It is not something settled once and for all. The stability of an allocation reflects the inner co-

herence of a particular evaluative order by which that allocation is determined. If that inner

coherence is threatened, the equilibrium is displaced. When we seek to understand a political

economy in which the evaluative system and its inner coherence are constitutively antagonis-

tic, wemust attend to the workings of economic relations within a given order and, especially,

to the historical processes of transition between regimes of equilibrium.

5 An Illustration: The Classification of Platform Labor

Now that I have considered the theoretical regime-boundedness of prices in general, let us

turn to an empirical example of hegemonic suturing, or constitutive antagonism, in action

today. The study of platform work offers an outstanding example of reactivated struggle or

tension over the frameworks of valuation that ground the condition of price. The following

case differs from other disagreements over prices in that the disagreement is not about the

degree of the metric, but about its very codification. It is a disagreement not over what the

worker is paid at a given level, but over which level the worker occupies. It is relevant to our

discussion because, under the traditional theoretical framework, any variance in wages would

(if discussed at all) be calculated in terms of the costs of enforcement or policy response. In this

example, we encounter a dispute explicitly over the binning criteria that allow us to calculate

degree in the first place.

Law and economics scholars anticipate that disputes over labor categorizationwill arise due

to variations in formal labor contracts, but predict that such disputes will diminish over time

as decision-making patterns become normalized. For these scholars, labor categorization is

purely a question of the efficient allocation of incidence costs (monitoring and risks associ-

ated with labor) among firms and workers (Coase, 1937). The “rival explanation” holds that

there will be convergence on a stable middle ground as decision-makers (courts, regulators)

knowledgeable about relevant costs settle around an “efficient frontier” of possibilities.

Yet this law-and-economics viewof evolutionary convergence has not been borne out in re-

cent years. In the United Kingdom (UK), the recent Supreme Court ruling inUber BV vs. Aslam

held that “worker” status (under the UK’s Employment Rights Act 1996) is not a contractual

status at all.15 The ruling settled the question by specifying that “worker” status is determined

by reference to economic conditions and practices, not contract terms, allowing the courts to

intervene and state that Uber drivers are categorically not independent contractors, because

“the company’s ‘terms and conditions’ of contract are not even a place to start when assessing

the status of its drivers.” According to this ruling, drivers are “workers” (a category in British

law that entitles them to theminimumwage, vacation time, and other protections). The ruling

subordinated the commodity-contract frame to a social protection metric. It said, in essence:

15See https://www.bailii.org/uk/cases/UKSC/2021/5.html
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we will not allow the parties to this agreement to settle this question by reference to what they

“call it” in the contract; instead, we will insist on a protective “worker” status that suspends any

commodity framing of the terms of this relationship. In the UK, worker status is determined

by law in order to protect the weaker party in the relationship.

In California, however, the classificatory struggle was settled by a different institutional

route. Confronted with the application of an existing state statute (known as Assembly Bill 5,

that would have required classifying drivers as full employees under the strict “ABC test”), plat-

form firms— emboldened by historically permissive deregulatory decisions on other fronts—

invested millions in a campaign to put the question to the voters. The result was the passage,

in November 2020, of Proposition 22, that exempted the platforms from labor law and con-

stitutionally entrenched the status of drivers as “independent contractors.” (The constitution-

ally entrenched version of the proposition later withstood constitutional challenge in a 2024

decision of the California SupremeCourt, Castellanos vs. State of California.)16 This route of set-

tlement removed the question from institutional challenge, insulating the commodity frame

and its institutional contract. One can readily see that this example also radically subverts the

law-and-economics story of evolutionary convergence toward a stablemidpoint between em-

ployees and contractors. Instead, one sees an institutional elective reversal by one institutional

instrument of the state against another.

Both episodes signal something important. On the one hand, in neither case was the ques-

tion settled by any kind of intermediate compromise that a transaction-cost story would pre-

dict (for example, a sliding scale of benefits proportional to hours worked ismissing fromboth

episodes). In both cases, the question was settled by a categorical binary, not an intermediate

regime. On the other hand, note that the institutional instruments used to settle this classi-

ficatory struggle in both cases—in UK jurisdiction, the courts’ intervention by insisting on a

legislative intent that suspends contractual language; in California, a direct electoral appeal by

the opposing interest—were entirely different institutional instruments. Neither episode was

settled by any adjustment of price or wages, but by the direct politicization of the classification

of labor. That is, both were settled not by price or wage adjustments within a fixed classifica-

tion, but by a battle over the classification itself, resolved by political and institutional means.

This kind of constitutive antagonism is, in some sense, not at all intelligible from the stand-

point of a theory of efficient allocation of transaction costs. Neither California nor the UK “let

the market sort it out.” In both cases, an intervention—by a particular class of institution—is

needed to impose a hegemonic closure on the question of what labor is, before the question

of its rate can be settled.
16See https://law.justia.com/cases/california/supreme-court/2024/s279622.html
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6 Methodological and Normative Implications

This is a significant point to recall when approaching economic phenomena, especially for

economists but also for social scientists. Equilibrium is a category dependent on the regime

and, as such, it needs to be defined as precisely as possible. The formal approach of equilib-

rium models reflects the internal consistency of a global and abstract configuration from the

perspective of a stabilized evaluative regime. It helps to clarify the extent to which multiple

decentralized individual decisions in multiple markets may be reconciled in a given context

of imperfection, how pricesmay conveymeaningful information to decentralized agents, and

how an allocation of the economy may accommodate different perturbations of the system.

These are valuable accomplishments that greatly help make economists’ imaginations recep-

tive to the coordination depicted in the picture of economic phenomena. Yet all this depends

on a pre-given and essential metric of commensurability maintained among the agents of the

system tout court. It is also framed relative to an institutionalized closure of the relevant set

of preferences, goods, and claims defined with reference to past social experience. The very

notion of price equilibria does not abstract from this closure but instead refers to it.

The formal rigor of these approaches is not diminished by this observation; only their

analytical field is restricted. This leads us to push the approach further and address political

economy more directly, whose object is nothing less than the constitution, stabilization, and

mutation of these extrinsic evaluative regimes. As for an economic regime as such, such an

evaluative regime is the product of the constitution and stabilization of a political process of an

antagonistic nature, whereby the political is not superadded to a primarily economic domain

but constitutive of it.

Such a redefinition of the foundational perspective of technical models can be presented

as fully complementary to their use. It involves making explicit the terms on which abstract

models that articulate the logic of a closed system are grounded, namely the historically de-

termined closure of their own analytical field. It involves pointing out, within our conceptual

arsenal, the analytical bracketing of this closure as the stabilized and institutionalized state that

has already made coordination possible. It consists in clarifying that the so-called discovery

of equilibrium prices does not concern the uncovering of a value emerging as a result of the

market but instead describes a form of political articulation possible within a given regime,

already secured in its essential metric of quantification.

This perspective on economics is crucial for determining the status of economics as a form

of expertise. First, many economic recommendations are based on the need to address ob-

jective constraints in a technically sound manner. Fiscal policy must take into account the

objective constraint of public finance sustainability and, as such, must be adjusted whenever

necessary. The central bank’s interest rate path needs to align with financial market devel-

opments, as measured by natural rates of interest and currency risk premia, and wages need

to track market developments, as measured by productivity trends. These recommendations

are themost beneficial for society because they address objective constraints, which are them-
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selves defined by their measures used to capture them. In other words, a constraint is not de-

fined in advance but by themeasure. Indebtedness becomes binding if contractual repayment

assumptions are paramount; it is not a binding constraint as long as they are not. A similar

logic applies to wage flexibility. When remuneration is responsive to the marginal contribu-

tion to production, it is not a binding constraint; when remuneration is not responsive to the

marginal contribution to production, it becomes a binding constraint.

In its advisory role in policymaking, economics discusses efficient allocations or responses

to a specific contingent closure, based on the evaluative and formal assumptions underlying

the internal logic of that closure. At the same time, however, economics serves as a tool to im-

plicitly legitimize this closure by taking for granted the normative basis underlying its internal

logic. Definitions of efficiency epitomize the contingency of economic concepts.

As the Pareto optimality criterion and the related welfare theorems compare the alloca-

tion of goods and the combination ofmarket and state with contingent preferences and prices,

they enjoy a kind of normative authority within their scope. On the other hand, because these

concepts require a common evaluative measure, they cannot compare evaluations across dif-

ferent normative closures. An allocation that is efficient within one hegemonic closure can be

entirely illegitimate from the perspective of another normative closure.

For all of this, then, normative reasoning of this kind may well be relevant for deciding

when (if ever) predictions of equilibrium behavior are self-legitimating, and when internal

consistency for a contingent range of regime-rule choicesmakes the stability question a closed

one. Independent of questions about implementation gadgets, economic reasoningmay help

explain how alternative closures affect the system, the costs of combining different dimensions

of the regime, or the incoherencies among them. But it will never resolve the constitutively

political question of choosing the scale of value.

6.1 Two Anticipated Objections

I should briefly address two challenges. First, it is possible that the claims made here about

equilibrium are irrelevant. Whatever the commodity space and measure with which one de-

cides, the choice of an equilibrium within those terms is always a coordination anyway. It

therefore refutes nothing and sits squarely within conventional institutional economics. Such

a rejection would presuppose that specification and coordination are separable, that one (po-

litical, non-necessary) can be discounted and the other (necessary, technical) privileged. This

distinction between political and technical, negotiable conflict vs. constitutive antagonism, is

discussed in Section 3.1. What I discuss there is that, once a metric is fixed, adjustment within

it does indeed function as coordination of the very kind that is not in dispute. The role of

specification becomes clear in the sense that it is internal to, and generative of, equilibrium.

The theoretical claim, discussed at length in Section 3.3, is that, as such, the very nature of

equilibrium reconstitutes and naturalizes the specification on a moment-to-moment basis.

Moving the political question back one level places the analysis exactly where it belongs. The
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consequence for this argument is clear: its scope is broadened.

Second, it may seem that the claims made here are simply a restatement of institutionalist

or regulationist claims. The crucial difference between them and the claims made here lies

in the question itself, in the object of inquiry. As briefly discussed in Section 1.1, Regulation

Schoolmacroeconomic theorists are interested in how a particular wage-labor nexus becomes

stable and reproduces itself. They take for granted that the terms of this question are already

commensurable in relation to a self-referentialmeasure. I do not want to explain this question

but a different one here. I want to explain the precondition that makes these terms commen-

surable, that political gesture that makes this question answerable. These queries may be, or

even need to be, complementary in the general analysis of the social forms of wage-labor, but

they are not the same. It is only the second question that requires hegemonic closure; only

this question is of concern here.

6.2 Toward an Adjudicable Agenda: Future Research and Potential Ob-

servables

This investigation is guided by Lawson (2004b)’s principle of “philosophical under-laboring,”

that seeks to clear away and remove impediments to knowledge. One of the tasks addressed

here is to reveal and dismantle the hegemonic and contingent nature of the metrics used in

the analytical contexts where economic calculation takes place. Before measuring, it is first

necessary to identify, or break down, the theoretical structure. In other words, before mak-

ing empirical judgments about various claims regarding economic performance, and before

assessing the value of empirical evidence, we must reveal the politics of closure, whose im-

print shows that economic calculation is a contingent, political outcome in any context. The

work presented here therefore provides scaffolding for a novel empirical agenda. This entails

nothing less than a shift in how empirical judgment is carried out.

Future research should operationalize the dynamics of hegemonic closure through several

observable indicators:

• Indicators of Adoption and Lock-in: The degree of “naturalization” of a metric can be

measured as the share of contracts under which an agent bears hedging costs indexed to a

benchmark (e.g., the transition fromLIBOR to SOFR as a process ofmetric reconstitution).

An alternative measure of lock-in is the density of legal codification prevailing within the

system, which presupposes the value ontology underpinning a regime’s coordination.

• Indicators of Metric Stress and Destabilization: The onset of metric stress and institu-

tional destabilizationmay bemeasured by the dispersion of expectations based on surveys

and anchoring benchmarks, or survey–anchor gaps, the frequency of contractual renego-

tiations, and the volatility of unit-of-account proxies relative to a benchmark.

• Regime Shifts as Structural Breaks: Historical transitions between value ontologies (or

paradigms) underpinning different “orders” across a metric system (e.g., from classical
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liberal governance during the industrial era to rentierization in the financialization era)

may be identified using Markov-switching models that capture paradigm changes, and by

performing narrative-based text analysis of central bank communications to identify the

normative mandates that instantiate those shifts.

Given the structural change it entails, the current AI transition is one of the most impor-

tant sites of analysis for this project. Because the antagonism of radical automation explodes

the confines of the commodity form of labor, we will treat our observables as indicators of

“stress on the evaluative infrastructure.” Identifying these diagnostics solidifies the theoretical

structure outlined above as a first-order departure toward a falsifiable analytical framework in

which economic order is understood as a conditionality of regimes. This is only a beginning.

Yet a framework along these lines clearly signals a notable shift in the overall stance toward

economic order as a specific constellation of power/knowledge relations and, as such, departs

from purely conceptual debates about economic order.

7 Conclusion

The above research has aimed to show that, although equilibrium has become the basic orga-

nizing principle of economic theory because of its long history of representing price–quantity

coherence, it is only possible if we first assume a stablemetric of evaluation that not only com-

mensurates economic magnitudes but also validates claims regarding their distribution.

By understanding equilibrium as a form of hegemonic closure, we can preserve the allure

of the formalist project while remaining firmly within the basic horizon of political economy.

Although equilibrium represents the logic inherent in all such stable valuation regimes, once

formed it cannot provide insight into how a particular regime arises, becomes institutionally

entrenched, or is challenged and changed—all of which are integral components of economic

order and mark only the beginning of where this research must go.

Equilibrium values of economic magnitudes are necessarily regime-conditional. Differ-

ent “theories” of equilibrium represent non-converging disputes about the evaluative systems

used to judge economic action, not just disputes about causal relations between economic

magnitudes. What counts as a natural standard in one closure may be an extravagance in an-

other. Thus, the stability of any economic magnitude is inextricably tied to the institutional

entrenchment of a particular standard of economic value. This conditionality carries great

consequence.

While this analysis suggests no moral basis on which to judge a regime, it by no means

removes the normative burden from economic analysis within a regime. Within any eval-

uative closure, economic analysis retains its essential role in understanding the consistency

of that regime and the logical implications of applying it to issues of economic policy. In the

end, economic analysis is always a practice within a regime and cannot by itself judge between

regimes. Efficiency and sustainability are not meaningful or normative outside the evaluative
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regimes that give them traction.

In sum, I have proposed an extension of what could be called equilibrium analysis, in that

the paper examines the emergence, stability, and transformations of an entire ensemble of

antagonistic valuation metrics. More generally, I have proposed a process for reformulating

what we call equilibrium itself. By including within our analytical frame the constitution of

the framework of valuation, hegemonic closure can rigorously reformulate the ground rules

of economic order.
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Appendix

A A Formal Model

This appendix formalizes themechanism throughwhich a valuation framework, alreadypresent

as a live alternative to the institutional status quo, becomes hegemonic through the interplay

of adoption and institutionalization. The model abstracts from specific institutional contexts

(wage determination, interest rates, etc.) to capture the general process by which a frame-

work of valuation—call it ℱ—displaces a default framework ℱ0 by becoming institutionally

embedded and naturalized.

Note that the scope of themodel does not extend to treating coercive imposition, constitu-

tive antagonism, or discursive naturalization as distinct causalmechanisms. Instead, it focuses

on representing their joint downstream effect on the material returns to operating within one

framework or the other, once both are available. As will become clear, the formalization cen-

ters on the dynamics of diffusion, the inscription of a valuation framework as an institutional

choice, and its subsequent stabilization within the broader constellation, all with respect to an

adoption candidate. Accordingly, the ensuing analysis is explicitly confined to the second and

third moments of the causal sequence introduced in Section 1. It is not intended to formalize

the history of the antagonistic emergence of the candidate.

The very idea of a parameter by which the legitimacy of rival value ontologies could be

compared prior to resolving the tension among them is incoherent in principle. Rival value

ontologies are constitutively incommensurable. A shared parameter that would allow us to

determine their degree of legitimacy, in the absence of any resolution of the tension among

them, simply does not exist. Consequently, any formal apparatus that purports to compute

the rankings of the rival ontologies on the basis of such a parameter would in fact succeed only

in denying the incommensurability it is meant to represent, thereby producing a contradic-

tion on its own terms. Thus, what follows must be understood as a reduced-form account of

a process of reproduction rather than origination.

A.1 Setup

Population andFrameworks. Consider a large population of economic agents—including in-

dividuals, firms, policymakers, and any decision-making entities—who operate within a field

of competing evaluative frameworks. At any time 𝑡, each agent is assumed to enact economic
value according to one of two primary ontologies: a specific frameworkℱ , which establishes a

particular closure over economicmeaning (such as labor as a commodity, debt as an inviolable

claim, or nature as a resource), and a default framework ℱ0, representing the status quo or an

alternative evaluative regime. To analyze the process of hegemonic stabilization, the model

aggregates agents’ behavior and examines hegemonic stabilization by tracking only the share

of the community of agents adopting ℱ at time 𝑡, denoted 𝑥 (𝑡) ∈ [0, 1], with the share (1 − 𝑥)
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retaining the default ontology ℱ0.

Institutional Inscription. Institutions—such as legal structures, organizational routines, tech-

nical standards, policy mandates, and educational curricula—adapt over time to reflect the

frameworks that agents use. One can represent this with 𝐼 (𝑡) ≥ 0, the degree of institutional
inscription of framework ℱ at time 𝑡. If 𝐼 (𝑡) = 0 no institutions support ℱ (no laws, no orga-

nizations, no standards designed around ℱ ). Conversely, if 𝐼 is large, ℱ is deeply embedded

(employment law presupposes ℱ , accounting standards operationalize ℱ , central bank man-

dates enforce ℱ , business schools teach ℱ ). I assume that institutions are sticky: they change

more slowly than individual adoption decisions. This lag is central to the model’s dynamics.

Material Payoffs. The decision of agents to adopt framework ℱ , rather than persist with the

default ontologyℱ0, is assumed to rest onmaterial advantage (e.g., high exit costs) rather than

ideological commitment. Within this logic, the payoff to adoption depends on two primary

reinforcing factors: network effects and institutional support.17 On the one hand, network

effects imply that as the fraction of adopters 𝑥 grows, the framework becomes increasingly

useful by providing coordination benefits, standardization, and enhanced market liquidity.

On the other hand, the level of institutionalization 𝐼 facilitates the use of the framework by

offering legal backing, physical infrastructure, and specialized expertise, reducing the costs

and frictions associated with its practical implementation in economic life.

One can specify payoffs as 𝜋 (𝑥, 𝐼), which is the payoff to an agent adopting framework ℱ ,

and ̄𝜋 as the payoff to an agent using the default frameworkℱ0 (normalized as a constant). For

tractability, I assume the (linear) functional form of 𝜋 as

𝜋(𝑥, 𝐼) = 𝜋0 + 𝛼𝑥 + 𝛽𝐼, (A.1)

where 𝜋0 is the baseline payoff to ℱ (intrinsic features independent of adoption or institu-

tions), 𝛼 > 0 is the network effect parameter (how much adoption 𝑥 increases ℱ ’s payoff),

and 𝛽 > 0 is the institutional support parameter (how much institutionalization 𝐼 increases

ℱ ’s payoff). One key assumption is that 𝜋 (𝑥, 𝐼) increases in both 𝑥 and 𝐼 . This captures the
positive feedback central to hegemonic dynamics. If 𝛼 is large, then there are strong network
effects (ℱ benefits greatly fromwidespread adoption); if 𝛽 is large, there is strong institutional
leverage (ℱ benefits greatly from being inscribed in laws and organizations); if 𝜋0 < ̄𝜋, ℱ
starts at a disadvantage (it must overcome inertia through adoption and institutionalization);

if 𝜋0 > ̄𝜋, ℱ has an intrinsic advantage (even without networks or institutions, ℱ is superior).

17One can think of the payoff as an extrinsic, materially observable return—e.g., income, the legal enforceability of
a claim, access to credit, or employability—contingent on whether an agent’s claim is framed in terms that prevailing
institutions currently recognize. An agent may retain an undiminished ontological commitment to ℱ0—continuing,
for instance, to regard labor as a citizenship right rather than a commodity—while nonetheless facing a material
incentive to frame claims in the terms of ℱ , because it is ℱ , not ℱ0, that existing institutions render actionable.
Adoption, in this sense, tracks strategic legibility within a given institutional field (in Bourdieu, 1984’s sense), not a
change in ontological conviction. The model is accordingly silent on whether, or to what extent, agents’ underlying
value commitments track their strategically adopted framing—a gap that the discursive naturalization mechanism
discussed in Section 4 addresses qualitatively, but that the formal apparatus presented here does not resolve.
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Timeline and Adjustment. The model operates in continuous time 𝑡 ∈ [0, ∞). At each mo-
ment, agents compare payoffs 𝜋 (𝑥, 𝐼) with ̄𝜋 and adjust their framework choice. Institutions

slowly adapt to reflect the distribution of frameworks in use. The dynamics are therefore not

instantaneous: agents require time to learn, switch, and coordinate, while institutions evolve

even more slowly due to bureaucratic inertia, legal rigidity, and political contestation.

A.2 Dynamics

I now specify how 𝑥 (𝑡) and 𝐼 (𝑡) evolve over time. The model consists of two coupled differ-
ential equations.

Adoption Dynamics. Agents adopt ℱ when it offers higher payoffs than ℱ0. The rate of

adoption depends on the current adoption 𝑥 (howmany already useℱ ), the institutional sup-

port 𝐼 (how much infrastructure supports ℱ ), and the payoff differential 𝜋 (𝑥, 𝐼) − ̄𝜋. Using a
logistic replicator dynamic with exogenous abandonment, we obtain

𝜕𝑥
𝜕𝑡 = 𝜆𝑥(1 − 𝑥)[𝜋(𝑥, 𝐼) − ̄𝜋] − 𝛿𝑥. (A.2)

The coefficient 𝜆 > 0 represents the adjustment speed (how quickly agents switch frame-

works), and 𝑥 (1 − 𝑥) is the logistic structure: when 𝑥 ≈ 0, there are few adopters, little oppor-

tunity to spread ℱ , and therefore slow growth. When 𝑥 ≈ 0.5, there is maximum interaction

between adopters and non-adopters, and the fastest growth is achieved. When 𝑥 ≈ 1, almost
everyone has adopted, few are left to convert, and growth slows again. Regarding the payoff

advantage of ℱ over ℱ0, if 𝜋 (𝑥, 𝐼) > ̄𝜋, ℱ is more attractive and then induces a rise in 𝑥; if
𝜋 (𝑥, 𝐼) < ̄𝜋, ℱ0 is more attractive and 𝑥 decreases; if 𝜋 (𝑥, 𝐼) = ̄𝜋, agents are indifferent and
there is no net switching. Thus, the logistic structure multiplied by the payoff captures delib-

erate adoption: agents switch to ℱ when it offers material advantages given current adoption

levels and institutional support. By contrast, 𝛿 ≥ 0 represents an exogenous abandonment
(decay) rate. There may be several compounding reasons for an agent to lose membership

in ℱ , such as generational turnover (new agents joining the field who are unfamiliar with

its claims), forgetting (agents gradually “losing touch” with it over time), or erosion (external

shocks, such as technological or legal change, that weaken the perceived usefulness of ℱ ). In

other words, maintaining the hegemonic status of a framework is an active process of repro-

duction. Without such reproduction (i.e., continued adoption), the normative and discursive

hold of a framework would decay over time, captured by the exogenous decay parameter 𝛿
in the adoption equation.

Institutionalization Dynamics. Institutions adapt to reflect the evaluative frameworks used

by agents, albeit with a significant adjustment lag. The degree of institutionalization 𝐼 (𝑡)
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evolves according to the motion equation

𝜕𝐼
𝜕𝑡 = 𝛾𝑥 − 𝜇𝐼. (A.3)

The first term, 𝛾 > 0, is the rate of institutionalization at which an increase in 𝑥 (a higher
level of adoption of the framework ℱ ) leads to a faster rate of institutional adaptation. The

mechanisms for this structural embedding of ℱ are manifold; they range from legal adapta-

tion and organizational restructuring (e.g., the introduction of new routines in firms), to the

standardization of technical procedures at the industry level (as certain technical norms start

to presuppose the validity of the framework), as well as the embedding of ℱ in social institu-

tions such as schools as a result of increasing demand for it.

For example, suppose ℱ conceptualizes human relationships in terms of “labor as a com-

modity.” A high adoption level 𝑥might predict that this framework’s institutionalization could
include employment-at-will laws, quantitative performancemetrics, andhuman-capital-centered

curricula. Similarly, suppose another ℱ conceptualizes “debt as an inviolable obligation” in

the realm of finance. If adopted by a significant range of agents, this framework might insti-

tutionalize stricter bankruptcy procedures, creditor-friendly judicial interpretations of loan

agreements, and credit-rating bodies with authoritative status.

Conversely, a defining feature of the erosion process is that 𝐼 (𝑡) responds to changes in 𝑥
at a slower pace. For small values of 𝜇/𝛾 , 𝐼 (𝑡) adjusts far more slowly than 𝑥, meaning that
𝐼 (𝑡) exhibits hysteresis. This temporal lag is a cornerstone of hegemonic stability. Institutions
steadily become entrenched and persist as long asℱ is incorporated into the behavior of social

actors. However, institutions do not disappear as quickly as adoption declines, so they endure

well after the rate of adoption drops below the level that initially sustained them. In other

words, a given institutionalized framework may be remarkably difficult to dislodge from the

social and institutional landscape once it has solidified.

The Core Feedback Loop. Substituting the specified payoff function (A.1) into the adoption

dynamics yields the motion equation

𝜕𝑥
𝜕𝑡 = 𝜆𝑥(1 − 𝑥)[𝜋0 + 𝛼𝑥 + 𝛽𝐼 − ̄𝜋] − 𝛿𝑥. (A.4)

Core to Equations (A.2) and (A.3) is the closed loop through which positive feedback is gen-

erated: 𝑥-boosting adoption leads to deeper institutionalization, which increases the payoff
𝜋 (𝑥, 𝐼), which in turn encourages further adoption. Thus 𝑥 boosts 𝐼 , which makes 𝜋 (𝑥, 𝐼)
higher, which boosts 𝑥. This loop of 𝑥 → 𝐼 → 𝜋 → 𝑥 is clearly self-reinforcing. This process
is central to the structural dynamics of a hegemonic framework.

First, it can produce tipping points: a critical mass of 𝑥, consistent with a comparatively
modest boost to 𝜋 (𝑥, 𝐼), is enough to trigger self-sustaining growth in both 𝑥 and 𝐼 and even-
tually lead to overwhelming dominance. Second, the positive feedback produces multiple

equilibria: there is a stable state at which 𝑥 = 0, 𝐼 = 0 (no one adopts, so institution-building
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does not occur), but there is also a stable state at which 𝑥 and 𝐼 are high, meaning that the

development of the framework has become self-sustaining. Thus, the level of adoption can

be either zero or high.

Path dependence naturally follows: which of the two stable statesmaterializes, andwhether

the system finds its way to one or the other, depends on its history or initial conditions, but not

on its universal properties. Themodel also captures a key property of hegemonic frameworks:

hysteresis. One implication of multiple equilibria is that it is not sufficient for the material

conditions that support adoption to deteriorate to dislodge the hegemon. Because of the high

payoff 𝜋 resulting fromentrenched 𝐼 , a hegemonic framework usually persists even in the face
of declining material conditions. Thus, a hegemon is rarely pushed from power for reasons

directly attributable to its waning material strength.

A.3 Equilibria and Stability Analysis

Finding Equilibria. An equilibrium (𝑥∗, 𝐼∗) is a state in which both variables remain constant
over time, satisfying 𝜕𝑥

𝜕𝑡 = 0 and 𝜕𝐼
𝜕𝑡 = 0 simultaneously. We begin by characterizing these

equilibria analytically. From Equation (A.3), the institutionalization equilibrium condition is

𝜕𝐼
𝜕𝑡 = 𝛾𝑥 − 𝜇𝐼 = 0.

Solving for 𝐼∗ gives

𝐼∗ = 𝛾
𝜇 𝑥∗. (A.5)

This relationship shows that, at equilibrium, institutionalization is proportional to adop-

tion. The ratio 𝛾/𝜇 determines the “stickiness” of institutions. When 𝛾/𝜇 is large, institutions
build up rapidly relative to their erosion rate, resulting in a high 𝐼∗ for any given level of adop-

tion 𝑥∗. Conversely, when 𝛾/𝜇 is small, institutions erode quickly and fail to accumulate even
with substantial adoption.

Turning to the adoption dynamics, Equation (A.4) at equilibrium becomes

𝜕𝑥
𝜕𝑡 = 𝜆𝑥(1 − 𝑥)[𝜋0 + 𝛼𝑥 + 𝛽𝐼 − ̄𝜋] − 𝛿𝑥 = 0.

Using this equilibrium condition, factoring out 𝑥 (which I assume is nonzero for interior
equilibria), and substituting the equilibrium relationship 𝐼∗ = 𝛾

𝜇 𝑥∗ from Equation A.3, we

obtain

𝜆(1 − 𝑥∗)[𝜋0 − ̄𝜋 + (𝛼 + 𝛽 𝛾
𝜇 ) 𝑥∗] = 𝛿. (A.6)

This is a quadratic equation in 𝑥∗ that determines the adoption level at equilibrium. Before

solving it in full generality, it is necessary to identify the key equilibria that emerge from this

system.
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The Trivial Equilibrium. The first equilibrium is straightforward: (𝑥∗, 𝐼∗) = (0, 0). At this
point, no agent adopts framework ℱ and no institutions support it. One can verify that this

is indeed an equilibrium by substituting into the original dynamics

𝜕𝑥
𝜕𝑡 |(0,0)

= 𝜆 ⋅ 0 ⋅ 1[𝜋0 − ̄𝜋] − 𝛿 ⋅ 0 = 0 and
𝜕𝐼
𝜕𝑡 |(0,0)

= 𝛾 ⋅ 0 − 𝜇 ⋅ 0 = 0. (A.7)

Both conditions are satisfied. This trivial equilibrium always exists regardless of parameter

values and represents the state in which frameworkℱ has gained no traction whatsoever. The

trivial equilibrium is the only equilibrium when framework ℱ is fundamentally uncompeti-

tive. Specifically, if even with full adoption and maximum institutional support the payoff to

ℱ remains below the default, no interior equilibrium can exist. Mathematically, this occurs

when

𝜋0 − ̄𝜋 + 𝛼 + 𝛽 𝛾
𝜇 < 0.

In this case, even at 𝑥 = 1 the payoff 𝜋(1, 𝛾
𝜇 ) = 𝜋0 + 𝛼 + 𝛽 𝛾

𝜇 falls short of ̄𝜋, meaning that
framework ℱ never becomes materially attractive enough to sustain adoption.

Interior Hegemonic Equilibria. When framework ℱ has sufficient potential advantages due

to network effects and institutional support, interior equilibria 𝑥∗ ∈ (0, 1] can emerge. To find
these, one can solve Equation (A.6) explicitly. Expanding the left-hand side, we get

𝜆[𝜋0 − ̄𝜋 + (𝛼 + 𝛽 𝛾
𝜇 ) 𝑥∗] − 𝜆𝑥∗[𝜋0 − ̄𝜋 + (𝛼 + 𝛽 𝛾

𝜇 ) 𝑥∗] = 𝛿.

To simplify notation, define Δ0 ≡ 𝜋0 − ̄𝜋 as the baseline payoff difference and 𝜔 ≡ 𝛼 + 𝛽 𝛾
𝜇 as

the total feedback strength (combining network effects 𝛼 and institutional leverage 𝛽 𝛾
𝜇 ). The

equation becomes

𝜆(Δ0 + 𝜔𝑥∗) − 𝜆𝑥∗(Δ0 + 𝜔𝑥∗) = 𝛿.

Expanding and rearranging, it can be written in standard quadratic form

𝜆𝜔 (𝑥∗)
2 − (𝜆𝜔 − 𝜆Δ0)𝑥∗ − (𝜆Δ0 − 𝛿) = 0. (A.8)

Applying the quadratic formula yields solutions that depend on all system parameters.

However, the algebra is complex, so we gain more insight by first considering a simplified

case.

Simplified Case–No Exogenous Decay. When exogenous abandonment is absent (𝛿 = 0),
representing a scenario where frameworks persist indefinitely once adopted (no generational

turnover, no forgetting), Equation (A.8) simplifies dramatically to

𝜆(1 − 𝑥∗)(Δ0 + 𝜔𝑥∗) = 0.
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Figure A.1: A Bistable Regime
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This equation is satisfied by two interior solutions (the trivial one was examined above).

The first is 𝑥∗ = 1, yielding a full hegemony equilibrium 𝐸𝐻 = (1, 𝛾/𝜇), where the entire
population adopts ℱ and institutions are maximally inscribed. The second solution, with

𝑥∗ ∈ (0, 1), comes from setting the bracketed term to zero: Δ0 + 𝜔𝑥∗ = 0, which gives

𝑥∗ = −Δ0
𝜔 = − 𝜋0 − ̄𝜋

𝛼 + 𝛽 𝛾
𝜇

.

This interior equilibrium 𝐸𝑇 exists as a point in the economically admissible domain 𝑥 ∈
(0, 1) only when −𝜔 < Δ0 < 0. The lower bound Δ0 > 0 was already required for 𝑥𝑇 > 0,
but 𝑥𝑇 < 1 additionally requires Δ0 > −𝜔. The economic interpretation depends on which of
three regions Δ0 falls into.

When framework ℱ has an intrinsic advantage (Δ0 > 0), only the boundary equilibria 𝐸0
and𝐸𝐻 exist. In this case, 𝐸0 becomes unstable and𝐸𝐻 stable, leading the system to converge

inexorably toward full hegemony regardless of initial conditions. Figure A.1 depicts this.

The more interesting case arises when −𝜔 < Δ0 < 0, so that framework ℱ begins at a

disadvantage that its own feedback strength can still overcome. In the third region, when

Δ0 ≤ −𝜔, ℱ ’s disadvantage exceeds what even maximal adoption and institutionalization can

compensate: 𝑥𝑇 falls outside (0, 1), and 𝐸𝐻 loses local stability.

General Case with Decay. Reintroducing exogenous decay (𝛿 > 0) destabilizes the full hege-
mony equilibrium at 𝑥 = 1. To see this, evaluate the adoption dynamics at 𝑥 = 1

𝜕𝑥
𝜕𝑡 |𝑥=1

= 𝜆 ⋅ 1 ⋅ 0[𝜋0 + 𝛼 + 𝛽𝐼 − ̄𝜋] − 𝛿 ⋅ 1 = −𝛿 < 0.
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The flow is strictly negative, so agents continually abandon framework ℱ as 𝛿 increases,
even when adoption is universal. This reflects the empirical reality that hegemonies require

ongoing reproduction and cannot achieve permanent, complete dominance through mere

existence alone. Generational turnover, cultural erosion, and external shocks ensure that even

successful frameworks face perpetual decay.

Stability Analysis: Trivial. Having established that decay 𝛿 eliminates 𝑥 = 1 as an equilib-
rium, I now characterize the local stability of the remaining equilibria for arbitrary 𝛿 ≥ 0—
encompassing both the 𝛿 = 0 case examined above and the general case just introduced—
beginning with the trivial equilibrium.

Evaluating the Jacobian at (𝑥, 𝐼) = (0, 0) gives

𝐽|𝐸0
=

(
𝜆Δ0 − 𝛿 0

𝛾 −𝜇 )
.

This matrix is lower triangular, so its eigenvalues are simply the diagonal elements: 𝜆1 =
𝜆 (𝜋0 − ̄𝜋) − 𝛿 and 𝜆2 = −𝜇. The second eigenvalue is always negative since 𝜇 > 0. The first
eigenvalue determines stability: the trivial equilibrium is stable if and only if 𝜆 (𝜋0 − ̄𝜋) < 𝛿
or equivalently 𝜋0 < ̄𝜋 + 𝛿/𝜆. This condition has a clear economic interpretation. Even if
ℱ has some intrinsic advantage, 𝜋0 > ̄𝜋, the trivial equilibrium may remain stable provided

this edge is insufficient to overcome the rate of decay. The threshold 𝛿/𝜆 provides a baseline
measure of the superiorityℱ must possess to escape the non-adoption absorbing state. When

adjustment is slow (small 𝜆) or decay is rapid (large 𝛿), ℱ may require a large intrinsic edge

before it can establish a foothold.

Conversely, if 𝜋0 > ̄𝜋+𝛿/𝜆, then the trivial equilibriumbecomes unstable, and the system is

driven away from it in response to any sufficiently small perturbation that introduces positive

adoption. The dynamics then become self-reinforcing as the system is driven toward the

hegemonic state.

Stability Analysis: Interior. In sum, we have three equilibria: the trivial 𝐸0, the full hege-

mony 𝐸𝐻 , and the threshold 𝐸𝑇 (see Figure A.1). Crucially, 𝐸𝑇 acts as an unstable saddle point

separating the basins of attraction of the two stable equilibria 𝐸0 and 𝐸𝐻 .

To analyze the stability of the hegemonic equilibrium 𝐸𝐻 , note that at 𝛿 = 0 the Jacobian
at 𝐸𝐻 = (1, 𝛾/𝜇) is the lower triangular

𝐽|𝐸𝐻
=

(
−𝜆 (Δ0 + 𝜔) 0

𝛾 −𝜇 )
,

with eigenvalues −𝜆 (Δ0 + 𝜔) and −𝜇; the first is negative exactly when Δ0 > −𝜔. Below this

threshold, the only stable rest point in [0, 1] is the trivial equilibrium: ℱ is hopelessly disad-

vantaged, not merely disadvantaged, and no initial condition can sustain it. This is consis-
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tent with the general-𝛿 existence condition of Proposition 1, of which the present case is the
boundary instance 𝛿 = 0 substituted throughout.

The triangular structure exploited above is specific to the boundary point 𝑥 = 1, where
the cross-derivative term vanishes identically. In contrast, when the system is evaluated at

an interior equilibrium, 𝑥∗ ∈ (0, 1), the cross-derivative term generally does not vanish. As

a result, the stability of such an equilibrium is governed by the trace and determinant of the

full Jacobian matrix. For the adoption equation (A.4), I use the notation

𝜕𝑥
𝜕𝑡 = 𝑥 𝜂(𝑥, 𝐼),

where 𝜂 (𝑥, 𝐼) ≡ 𝜆 (1 − 𝑥) [𝜋 (𝑥, 𝐼) − ̄𝜋] − 𝛿 is simply the growth-rate term associated with adop-

tion: the per-adopter rate at which adoption expands at a given point (𝑥, 𝐼). Thus, any equi-
librium other than the origin is a point where 𝜂 = 0. Restricting 𝜂 to the reduced-form curve

𝐼 = 𝛾
𝜇 𝑥 used throughout this appendix to characterize equilibria, gives 𝜓 (𝑥) ≡ 𝜂 (𝑥, 𝛾𝑥/𝜇).
Because 𝜂 (𝑥∗, 𝐼∗) = 0 at any interior equilibrium, differentiating 𝑓 (𝑥, 𝐼) = 𝑥𝜂 (𝑥, 𝐼) by the

product rule gives 𝐽11 (𝑥∗) = 𝑥∗ 𝜕𝜂
𝜕𝑥 , with the 𝜂 term itself dropping out. Applying the chain rule

along the reduced curve, 𝜓′ (𝑥∗) = 𝜕𝜂
𝜕𝑥 + 𝛾

𝜇
𝜕𝜂
𝜕𝐼 , which—substituting 𝐽12 (𝑥∗) = 𝜆𝛽𝑥∗ (1 − 𝑥∗) =

𝑥∗ 𝜕𝜂
𝜕𝐼—rearranges to

𝐽11 (𝑥∗) = 𝑥∗𝜓′ (𝑥∗) − 𝛾
𝜇 𝐽12 (𝑥∗) .

Substituting into the determinant 𝐷 (𝑥∗) = −𝜇𝐽11 (𝑥∗) − 𝛾𝐽12 (𝑥∗), the two occurrences of
𝐽12 (𝑥∗) cancel exactly, leaving the compact result

𝐷 (𝑥∗) = −𝜇𝑥∗𝜓′ (𝑥∗) .

Since 𝜇, 𝑥∗ > 0, the sign of the determinant is governed entirely by 𝜓′ (𝑥∗). At 𝑥𝑇 , where

𝜓 is increasing through zero, 𝐷 (𝑥𝑇 ) < 0. The equilibrium is a genuine saddle for every 𝛿 for
which 𝑥𝑇 exists and rigorously establishes—notmerely by construction of the bifurcation—its

role as the separatrix. At 𝑥𝐻 , where 𝜓 is decreasing through zero, 𝐷 (𝑥𝐻 ) > 0. Substituting
back further shows 𝐽11 (𝑥𝐻 ) < 0 and hence 𝑇 (𝑥𝐻 ) = 𝐽11 (𝑥𝐻 )−𝜇 < 0. A positive determinant
and negative trace establish that the interior hegemonic equilibrium 𝑥𝐻 is locally asymptot-

ically stable for the entire range 0 ≤ 𝛿 < 𝛿∗ (where 𝛿∗ is the maximum decay rate that the

system can tolerate without losing its hegemonic equilibrium) for which it exists, so that the

boundary result established above for 𝛿 = 0 is extended across the entire locus of existence.
We know that the 𝐸𝑇 point generates bistability. Depending on the initial conditions, the

system converges either to complete absence of hegemony, 𝐸0, or to complete hegemonic

dominance, 𝐸𝐻 . In a two-dimensional system, however, the separating boundary of these

basins of attraction is generally a curve passing through the point (𝑥𝑇 , 𝐼𝑇 ) in the (𝑥, 𝐼) space,
rather than the vertical line 𝑥 = 𝑥𝑇 as in the one-dimensional case. Thus, the basin of attrac-

tion depends jointly on (𝑥0, 𝐼0). Because 𝐼 does not track 𝑥 instantaneously (𝜇 finite), trajec-
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tories that start from the same 𝑥0 but differ in 𝐼0 can lead to completely opposite outcomes.

Locally near 𝐸𝑇 , the separatrix is tangent to the stable eigenvector of the Jacobian

𝐽|𝐸𝑇
=

(
𝑥𝑇 [𝜆𝛼 (1 − 𝑥𝑇 ) − 𝛿 /(1 − 𝑥𝑇 )] 𝜆𝛽𝑥𝑇 (1 − 𝑥𝑇 )

𝛾 −𝜇 )
,

with slope 𝑑𝐼
𝑑𝑥 |𝐸𝑇

= 𝜆2−𝐽11
𝐽12

< 0, where 𝐽11, 𝐽12 > 0, and 𝜆2 < 0 is the stable eigenvalue of 𝐽 .
A negative slope implies convergence to the origin, 𝑥 = 0 and 𝐼 = 0, if institutionalization

is below the tipping threshold, 𝐼0 < 𝐼𝑇 , even if adoption is above the tipping point 𝑥0 >
𝑥𝑇 . Conversely, the system converges to hegemony if institutionalization is above the tipping

point, even if adoption is below the equilibrium point, 𝑥0 < 𝑥𝑇 . This could occur when a prior

wave of adoption leaves behind a legacy of accumulated institutional capital (𝐼0 > 𝐼𝑇 ). Note

also that the one-dimensional criterion “𝑥0 versus 𝑥𝑇 ” is a special case. It follows only if 𝐼0
is constrained by a reduced-form relation, 𝐼0 = 𝛾

𝜇 𝑥0; the constraint is a restriction on initial

conditions rather than a general feature of the formal dynamics.

The tipping point structure is thus the formalmanifestation of the dynamics of hegemonic

transitions. A disadvantaged framework may achieve dominance if its adoption and institu-

tionalization trajectory initially crosses the separatrix of the system; thereafter, its inevitable

and durable ascendancy becomes assured. Institutionalization, as I have shown, is an inde-

pendent, objective determinant of whether or not a surge in adoption proves durable, rather

than simply a byproduct of dominance.

Taking Stock. Throughout the baseline-disadvantage region −𝜔 < Δ0 < 0 depicted in Figure
A.1, the trivial equilibrium (0, 0) remains locally asymptotically stable for every 𝛿 ≥ 0, by the
stability condition established above (𝜆Δ0 < 𝛿, which holds automatically whenever Δ0 < 0).
What varies with 𝛿 is not the stability of the origin, but the existence of interior equilibria. The
interior equilibria 𝑥𝑇 < 𝑥𝐻 exist as two distinct points—an unstable tipping point and a stable

hegemonic state—whenever 𝛿 < 𝛿∗ ≡ 𝜆 (𝜔 + Δ0)
2

/4𝜔; the system is bistable, with 𝐸0 and 𝐸𝐻
as its two attractors and 𝑥𝑇 acting as the separatrix between their basins. As 𝛿 → 𝛿∗, 𝑥𝑇 and 𝑥𝐻
converge to a single point 𝑥∗ = (𝜔 − Δ0) /2𝜔. At 𝛿 = 𝛿∗ exactly, this coalesced equilibrium is a

nonhyperbolic saddle-node, not a generic stable attractor: it attracts trajectories approaching

from above, while trajectories below it are repelled toward the origin. It is, in this precise

sense, structurally fragile—an arbitrarily small perturbation of 𝛿 either splits it back into the
pair (𝑥𝑇 , 𝑥𝐻 ) or eliminates it. For 𝛿 > 𝛿∗, no interior equilibrium remains, and the origin

becomes the system’s unique and globally attracting rest point: framework ℱ cannot sustain

any positive level of adoption regardless of initial conditions.

This means that the system needs more institutionalization to sustain the same adoption

level 𝑥. How much more? The exact value of 𝑥∗ depends on the balance between feedback

strength (𝛽 𝛾
𝜇 ) and decay forces (𝛿, 𝜇). The critical value 𝛿∗ thus marks not a transition in the

stability of the origin—which was stable throughout—but the point at which institutional re-
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inforcement (𝛽 𝛾
𝜇 , embedded in 𝜔) can no longer generate a durable hegemonic state at any

adoption level, however partial.

We can summarize the equilibrium analysis in several propositions.

Proposition 1 (Existence). The system always possesses a trivial equilibrium at (0, 0). The existence
of an interior hegemonic equilibrium depends on the baseline payoff differential Δ0 ≡ 𝜋0 − ̄𝜋 relative to

the threshold 𝛿/𝜆 already identified in the stability analysis of the trivial equilibrium:

1. If Δ0 > 𝛿/𝜆, a unique interior equilibrium 𝑥∗ ∈ (0, 1) exists, for any 𝜔 ≡ 𝛼 + 𝛽 𝛾
𝜇 . In this case,

ℱ ’s intrinsic advantage is sufficient on its own to guarantee partial adoption; feedback strength

determines the level of 𝑥∗ but not its existence.

2. If Δ0 ≤ 𝛿/𝜆, an interior equilibrium exists if and only if 𝜆 (𝜔 + Δ0)
2 ≥ 4𝜔𝛿, a threshold expressed

entirely in terms of the model’s primitive parameters. Strict inequality yields two distinct interior

equilibria, the unstable tipping point 𝑥𝑇 and the stable hegemonic state 𝑥𝐻 , located at 𝑥∗
𝑇 ,𝐻 =

(𝜔 − Δ0) ± √(𝜔 + Δ0)
2 − 4𝜔𝛿

𝜆 /2𝜔. Equality is the saddle-node bifurcation: the two interior

equilibria coincide at 𝑥∗ = 𝜔−Δ0
2𝜔 and mark the exact parameter combination at which hegemonic

adoption becomes structurally possible. Below this threshold, no interior equilibrium exists and (0, 0)
is the system’s only rest point.18

Proposition 2 (Bistability). When ℱ begins at an intrinsic disadvantage (𝜋0 < ̄𝜋) but exhibits strong
network effects and institutional feedback (𝛼 and 𝛽 𝛾

𝜇 sufficiently large), the system is bistable: both the

trivial equilibrium (0, 0) and a hegemonic equilibrium (𝑥𝐻 , 𝐼𝐻 ) are locally stable, with an unstable

equilibrium (𝑥𝑇 , 𝐼𝑇 ) serving as the separatrix between their basins of attraction.

Proposition 3 (Path Dependence). In the bistable regime, the system has a path-dependent equilib-

rium that depends on the initial condition (𝑥0, 𝐼0). Above the unstable threshold, the system converges

to hegemony; below the unstable threshold, it converges to the trivial state. Thus, historical quirks, first-

mover advantages, or early shocks can influence the path independently of structural factors.

Proposition 4 (Hysteresis). Two distinct phenomena must be distinguished here:

1. Transient institutional inertia: Because institutionalization adjustsmore slowly than adoptionwhen-

ever 𝜇 ≪ 𝜆, a parameter shock is not immediately reflected in 𝐼 . Following a shock, 𝑥 can decline

substantially while 𝐼 remains close to its pre-shock level for an extended period, temporarily buffer-

ing the payoff 𝜋 (𝑥, 𝐼) and slowing the system’s approach to its new equilibrium. This is a transient

property of the trajectory, not of the equilibrium correspondence: given enough time, the system

converges to whichever equilibrium the post-shock parameters determine, exactly as it would under

instantaneous institutional adjustment.

18Case 2 assumes that the vertex 𝑥𝜐 = 𝜔−Δ0
2𝜔 lies within (0, 1), which holds whenever −𝜔 < Δ0 < 𝜔. This is the

parameter region in which ℱ begins at a moderate disadvantage bounded by its own feedback potential, consistent
with the qualitative scenario developed throughout this appendix.
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2. Hysteresis: Consider a shock parameter 𝜖 applied to 𝜋0, so that Δ (𝜖) ≡ Δ0 − 𝜖. Two distinct thresh-
olds govern the system’s response: an upper threshold 𝜖∗ = 𝜔+Δ0 −2√𝜔𝛿/𝜆, above which the inte-
rior equilibria 𝑥𝑇 and 𝑥𝐻 cease to exist (Proposition 1), and a lower threshold 𝜖∗∗ = Δ0 −𝛿/𝜆, below

which the trivial equilibrium loses stability. These thresholds satisfy 𝜖∗ −𝜖∗∗ = (√𝜔 − √𝛿/𝜆)
2

≥

0, with equality only in the knife-edge case 𝜔 = 𝛿/𝜆. Consequently, for a system starting at 𝐸𝐻 and

subjected to amonotonically increasing shock, collapse to𝐸0 occurs at 𝜖∗; but for the same system, once

at 𝐸0 and subjected to a monotonically decreasing shock, recovery to 𝐸𝐻 occurs only at the strictly

lower threshold 𝜖∗∗, not at 𝜖∗. Over the interval 𝜖∗∗ < 𝜖 < 𝜖∗, the system remains at𝐸0 even though

𝐸𝐻 is available and stable, because 𝑥 = 0 never lies in 𝐸𝐻 ’s basin of attraction until the origin

is destabilized. This asymmetry between the ascending and descending transition thresholds—not

differential adjustment speeds of 𝑥 and 𝐼—is what constitutes hysteresis proper: the same parameter

value 𝜖 ∈ (𝜖∗∗, 𝜖∗) is consistent with two different long-run outcomes, depending on the direction
from which that value was reached.

These propositions formalize the intuitive dynamics of hegemonic formation: frameworks

with strong self-reinforcing properties can achieve dominance despite initial disadvantages if

they cross a critical threshold, and once established, such hegemonies resist displacement due

to institutional stickiness.

A.4 Crises as Shocks

In the framework developed above, a crisis is not simply a technical malfunction or external

disturbance, but a moment when the material foundations sustaining a hegemonic config-

uration deteriorate enough to destabilize the system. I model a crisis as a sudden, discrete

shock to one or more parameters that determine the relative attractiveness of framework ℱ
compared with the default ℱ0.

ConceptualizingCrisis in theModel. Themost natural shock candidate for a crisis is a change

in the baseline payoff differential. Agents adopt framework ℱ when its payoff 𝜋 (𝑥, 𝐼) = 𝜋0 +
𝛼𝑥 + 𝛽𝐼 exceeds the default payoff ̄𝜋. A crisis can be a drop in 𝜋0 making ℱ less attractive, or a

rise in ̄𝜋, making the default more appealing. I focus on the former case, which corresponds
to hegemonic breakdown: the dominant framework encounters its limits.

Suppose that the system is in a hegemonic equilibrium (𝑥∗, 𝐼∗) when, at time 𝑡𝑐 , a crisis

occurs in the form of an instantaneous negative shock to 𝜋0

𝜋0 → 𝜋0 − 𝜖,

with 𝜖 > 0. The shock lowers the material advantage of framework ℱ and therefore risks

undermining the hegemonic equilibrium. The size of the shock 𝜖 determines the magnitude
of the crisis: for small 𝜖, the hegemonic equilibrium likely survives intact. For 𝜖 large enough,
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the system may be pushed into the basin of attraction of the trivial equilibrium, where even-

tually all agents stop adopting the default framework. At the moment of the shock, however,

adoption 𝑥 and institutionalization 𝐼 remain unchanged; agents and institutions cannot ad-

just instantaneously to the negative news. But the dynamics change immediately, because the

payoff differential has now decreased.

The adoption flow equation becomes

𝜕𝑥
𝜕𝑡 |𝑡+

𝑐
= 𝜆𝑥(1 − 𝑥)[(𝜋0 − 𝜖) + 𝛼𝑥 + 𝛽𝐼 − ̄𝜋] − 𝛿𝑥,

where 𝑡+
𝑐 denotes the instant immediately after the shock. Comparing this to the pre-crisis

flow
𝜕𝑥
𝜕𝑡 |𝑡−

𝑐
= 𝜆𝑥(1 − 𝑥)[𝜋0 + 𝛼𝑥 + 𝛽𝐼 − ̄𝜋] − 𝛿𝑥,

the difference is

Δ (
𝜕𝑥
𝜕𝑡 ) = −𝜆𝑥(1 − 𝑥)𝜖 < 0.

The inherited state, (𝑥 (𝑡+
𝑐 ) , 𝐼 (𝑡+

𝑐 )) = (𝑥∗, 𝐼∗), serves as the initial condition for the post-
shock dynamics. The dynamics then evolve towardwhatever equilibrium the new parameters

permit.

The adoption flow 𝑥 declines in proportion to the shock size 𝜖; if the shock is large enough,
𝑥becomes negative,meaning that abandonment outpaces adoption. A negative flowgenerates
a downward spiral: declining adoption reduces network benefits, which in turn spurs further

abandonment. Institutionalization 𝐼 adjusts more slowly, obeying 𝜕𝐼
𝜕𝑡 = 𝛾𝑥 − 𝜇𝐼 .

At least initially, institutionalization 𝐼 remains close to its pre-crisis level 𝐼∗, since insti-

tutional change is relatively slow, reflecting the stylized fact that innovation diffusion tends

to be faster than institutionalization. This creates a temporal mismatch: adoption can drop

rapidly, while institutionalization lags. This lag has important implications for the post-crisis

trajectory.

Depending on the magnitude of 𝜖 relative to the resilience of the hegemonic equilibrium,
the system can follow three qualitatively different trajectories.

Outcome 1: ResilientHegemony (small 𝜖). Amodest shock leaves the hegemonic equilibrium
intact, in the sense that it sustains itself despite a change in the model’s parameters that alters

the system’s geometry. For example, a temporary perturbationmight cause adoption 𝑥 to de-
cline as some agents leave ℱ to conform to other institutions. Positive feedback mechanisms

that reinforce support for ℱ arrest this decline in adoption, producing a new equilibrium

(𝑥∗∗, 𝐼∗∗) that differs from the former equilibrium

𝑥∗∗ < 𝑥∗, and 𝐼∗∗ < 𝐼∗,

but ℱ continues to dominate. One might speak of an equilibrium characterized by a “weak-
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ened hegemony”: hegemonic stability survives, but with a smaller scope and a narrower base

of support.

In some empirical cases, a crisis might wound and diminish a hegemonic order without

overthrowing it. Onemight think, for example, of the 2008 financial crisis. Whatever damage

had been done, economic life did not abandon financialized institutions by the hundreds of

thousands. With a comparative decline in public trust in financial institutions and a substantial

shift toward tighter regulation, financialized hegemony found a new equilibrium: weaker than

before, but still in the saddle.

Outcome 2: Hegemonic Collapse (large 𝜖). A sufficiently large shock that jumps over the

separatrix into the region of attraction of the trivial equilibrium leads to a rapid decline in

adoption, a weakening of network effects, and the disintegration of institutionalization. The

dynamics that supported the hegemonic equilibrium on the other side now operate in the op-

posite direction. Once the adoption rate drops, dwindling institutional support reduces the

attractiveness of the hegemonic framework ℱ and drives further dis-adoption, which even-

tually causes the hegemonic framework to vanish. Hence, the system moves to the trivial

equilibrium (0, 0). The hegemonic framework ℱ has given way, and the institutions that sup-

ported it are subject to atrophy. We see a complete hegemonic breakdown that clears the

ground for the evolution of new frameworks.

The size of the shock 𝜖∗ required to produce this creates a clear division of the param-

eter space into regions where the system is resilient to small shocks and a region where it

breaks down. As with other bifurcation points, this division is determined by the structural

parameters of the system. If the strength of the feedback mechanism 𝜔 ≡ 𝛼 + 𝛽 𝛾
𝜇 is high

and institutional decay 𝛿 is low, the hegemonic equilibrium is stable and only large shocks

can cause it to break down. Low feedback and high institutional decay mean that even small

perturbations can trigger a complete hegemonic breakdown.

Outcome 3: Indeterminacy and Re-hegemonization (intermediate 𝜖). For some intermedi-
ate shock sizes, after the crisis period the system remains in an indeterminate phase, delayed

in its dynamical trajectory toward either a hegemonic state or the trivial state. This is a pe-

riod of “uncertainty” during which the dynamics stays in the neighborhood of the unstable

separatrix. In this indeterminate regime the system is highly sensitive to any new shock—for

example, deliberate policy interventions or other configurations that shape this phase—and

the main observable characteristic of the system is a high level of political struggle. Various

coalitionsmake vigorous efforts to secure their arrangements. Small policymeasures become

crucial, exerting a disproportionately high influence on the outcome. The transition paths de-

pend on the high level of contingency in the detailed trajectory taken during the crisis period.

Comparative Statics: Shock Threshold. To formalize the threshold separating resilience
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from collapse, consider the hegemonic equilibrium condition (from A.6)

𝜆(1 − 𝑥∗)[𝜋0 − ̄𝜋 + (𝛼 + 𝛽 𝛾
𝜇 ) 𝑥∗] = 𝛿.

After the shock 𝜖, the equilibrium condition becomes

𝜆(1 − 𝑥)[Δ (𝜖) + (𝛼 + 𝛽 𝛾
𝜇 ) 𝑥] = 𝛿,

where Δ (𝜖) ≡ Δ0 − 𝜖. For the hegemonic equilibrium to persist, this equation must have a

solution 𝑥∗∗ ∈ (0, 1). Rearranging

Δ (𝜖) + (𝛼 + 𝛽 𝛾
𝜇 ) 𝑥∗∗ = 𝛿

𝜆(1 − 𝑥∗∗)
.

Define 𝜔 ≡ 𝛼 + 𝛽 𝛾
𝜇 as before. The critical shock 𝜖∗ that eliminates the interior equilibrium

satisfies

Δ (𝜖∗) + 𝜔𝑥∗∗ = 𝛿
𝜆(1 − 𝑥∗∗)

.

The exact threshold 𝜖∗ separating resilience from collapse follows directly from the same

upper threshold assumed in Propositions 1 and 4, but applied to the post-shock differen-

tial Δ (𝜖) rather than its pre-shock counterpart Δ0. Solving the discriminant condition 𝜆 for
boundary values yields 𝜖∗ = 𝜔 + Δ0 − 2√𝜔𝛿/𝜆 exactly, without approximation. For 𝜖 < 𝜖∗, a

reduced interior equilibrium (𝑥∗∗, 𝐼∗∗) persists; for 𝜖 > 𝜖∗, no interior equilibrium exists and

the system collapses toward (0, 0). At 𝜖 = 𝜖∗, the coalesced equilibrium sits at

𝑥∗∗ |𝜖=𝜖∗ = 1 − √𝛿 /(𝜆𝜔),

which is close to 1 whenever hegemony is robust, that is, when 𝛿 is small relative to 𝜆𝜔. The
most interesting comparative static from this analysis is the degree of shock 𝜖 that the system
can tolerate before cascading collapse sets in. As expected, it is largest (i) when the initial

baseline advantage Δ0 is large (when 𝜔 is large), and (ii) when adjustment is rapid relative

to decay—that is, when 𝜆 is large and 𝛿 is small. For a given level of feedback, a hegemony
characterized by narrow baseline advantages Δ0 or rapid decay processes (small 𝜆 or large 𝛿)
is intrinsically fragile.

It is important to keep the two thresholds 𝜖∗ and 𝜖∗∗ distinct: 𝜖∗ determines the interior

survival of the non-trivial equilibrium, whereas 𝜖∗∗ = Δ0 − 𝛿/𝜆 relates to the stability of the
trivial equilibrium. In the baseline-disadvantage region where −𝜔 < Δ0 < 0, the result 𝜖∗∗ < 0
implies that the trivial equilibrium remains stable for all genuine crises 𝜖 ≥ 0; it loses stability
only if conditions improve beyond the pre-crisis level. The asymmetry 𝜖∗ > 0 > 𝜖∗∗ is there-

fore the source of the hysteresis loop: the environmental level needed to trigger a collapse (of
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the system from an interior to the trivial equilibrium) is strictly lower than the level needed

to reverse the collapse (and return from the trivial to an interior equilibrium).

Re-hegemonization Dynamics. Crisis can be expected to drive the system toward a trivial

equilibrium in which the previous hegemonic configuration disappears, and a period of inde-

terminacy opens up. Now suppose that there is an alternative framework ℱ ′. A crisis is, then,

not a terminal condition but an opportunity for re-hegemonization: the space vacated by the

old order can be filled by the new framework.

Consider extending the one-framework model to a system with two frameworks. Let the

variable (𝑥1, 𝐼1) represent the framework of agents operating within ℱ , and (𝑥2, 𝐼2) the frac-
tion operating within the other framework ℱ ′, where 𝑥1 + 𝑥2 ≤ 1. Suppose that a shock
reduces the payoff to agents operating under ℱ . This opens up space that ℱ ′ can move into;

ℱ ′ can expand. Agents now find it relatively more attractive to switch to ℱ ′. A successful ℱ ′

that yields higher payoffs will create incentives for agents to change frameworks, even if only

in small numbers. If ℱ ′ has previously been modest in scale (𝑥2 a small nonzero value), its

adoption may now begin to grow rapidly: as 𝑥2 increases, so does 𝐼2, which tends to raise the

growth rate of living standards and, hence, make ℱ ′ even more appealing.

The dynamics of the system will depend on the relative strengths of the two frameworks

and the baseline payoffs they can generate, that is, their ability to produce positive feedback.

If ℱ ′ is strong, due either to powerful network effects or rapid institutional support, it may

consolidate a new hegemony before the system settles into a trivial state or ℱ recovers suffi-

ciently to reabsorb these agents. If, however, ℱ ′ is weak or fragmented under pressure, the

post-crisis vacuummay persist, leading to prolonged instability.

Stochastic Shocks and Endogenous Crises. In the subsections above, I analyzed a crisis sce-

nario assuming a single shock large enough to drive the dynamic system from a stable hege-

monic state to a different state (toward failed globalization). I now consider the possibility

that the system experiences shocks at random time intervals, with varying magnitudes and

probabilities. Imagine, for example, that the shocks result from a non-predictable time se-

ries process such that 𝜋0 behaves as a random walk (possibly with occasional jumps drawn

from a given distribution). If the shocks are stochastic, then a stable hegemonic state is always

vulnerable to destabilization.

A measure of the system’s robustness is the average time until a shock occurs that is large

enough to induce the system to collapse. If the feedback parameter 𝜔 is large and the distance

between the stable state and the separatrix is large, then the average time to collapse will be

long (that is, the hegemony is robust to stochastic noise of a given size). However, if the dis-

tance to the separatrix is small, or if the feedback parameter is not too large, then there is a

high probability that moderate stochastic noise will induce a collapse.

One can also model an internally contradictory configuration that generates endogenous

processes of crisis formation. These include internal contradictions such as increasing in-

equality undermining aggregate demand, or resource stocks being pushed into unsustainable
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exploitation. All of these are represented by a steady depletion of the parameter 𝜋0

𝜋0 (𝑡) = 𝜋0 (0) − 𝜅𝑡,

at a rate 𝜅 > 0. Short-run equilibration is possible, but a crisis-directed trajectory is fully com-
patible with such a process, as the hegemonic equilibrium at 𝜋0 (𝑡) steadily decreases toward
0 over time. The result is an eventual endogenous crisis as 𝜋0 (𝑡) passes the point at which the
hegemonic equilibrium vanishes.

This approach captures, for example, the Marxian intuition that capitalist crises arise from

the internal contradictions of the process of accumulation, and the ecological economics in-

sight that any growth-dependent social systemwill eventually confront limits to growth. Both

insights amount to the view that underlying the configuration of a large-scale social system is

a systematically trending parameter drift that will eventually undermine its hegemony from

within. In this model, crisis is not an external accident but an entirely endogenous outcome

of the hegemonic configuration itself.

Summary of Crisis Dynamics (Taking Stock). Analyzing crises as shocks reveals several key

insights. The stability of a hegemonic order depends critically on the magnitude of the shock

relative to the structural resilience derived from its feedback strength and baseline advantage.

The same shock may produce vastly different outcomes depending on where the system as a

whole stands when it occurs. By the same token, robust hysteresis arises from the lag between

actors’ uptake of a new ordering mechanism and its concomitant institutionalization, which

generates the feedback potential that sustains it.

There are critical junctures when a relatively modest shock can initiate a transformational

process that opens a window of opportunity for alternative ordering frameworks. While such

windows remain open, a new hegemonic order can consolidate as agents reallocate resources

to the new channels of interaction established by the emergent ordering principles. However,

the successful re-hegemonization of a system in crisis requires that a viable alternative or-

dering framework already exist, with sufficient potential to generate feedback (that is, institu-

tionalization, legitimacy, and its sociomaterial base) and to consolidate before the window of

opportunity closes. Crises may originate as exogenous disturbances, but they may also result

endogenously from contradictions and inherent instability within a hegemonic order. In fact,

a hegemon that lacks sufficient capacity to sustain an adequate level of feedback, or that faces

an ongoing steady-state shift in one or more key parameters of interaction, cannot endure

indefinitely. Eventually, even without an exogenous shock, it will undergo self-destruction.

The formal results introduced above offer useful conceptual tools for characterizing episodes

of hegemonic crisis and transformation across a range of time periods, for example, from the

collapse of the classical gold standard to the ongoing contestation of neoliberal globalization.

The analysis pursued here has a broader intention, however, that is summarized by a framing

claim. Each episode of hegemonic change comprises amoment in which an existing ontology

of economic value is destabilized and generates a formative period inwhich the reconstitution
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of hegemony depends on contingent political struggles rather than deterministic economic

laws.
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