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Abstract

What explains why some competing metrics become universally dominant while
others disappear in the measurement of economic value? This variation is not cap-
tured by standard equilibrium analysis, which assumes a shared coordinative mea-
sure of value rather than explaining how one becomes shared. I explicitly theorize
the pre-coordination conflict over a common measure of value and derive a simple
equation of motion for the diffusion of an alternative evaluative framework. The
resulting dynamics yield two stable equilibria corresponding to marginal failure and
full hegemonic dominance of the new measure, with an endogenously unstable tip-
ping point between them. This threshold can be influenced by institutional support
but will always persist due to constitutive conflict. The success or failure of a new
measure of value is path-dependent rather than guided by fundamentals, an issue I
illustrate with the ongoing conflict over the legitimate measurement of carbon cred-
1ts.
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1 Introduction

The same premise unites mainstream and heterodox approaches to the problem of
market equilibrium: that it is possible to coordinate separate plans of action because
agents share an accepted measure of economic value. This paper directly challenges
this assumption. Reconciling divergent plans presupposes a metric—a protocol that
pairs a measurement procedure with a criterion for who is owed what—even when
agents hold rival ontologies of value: conflicting (or incompatible) groundings of the
nature of economic value itself (e.g., treating labor as a tradable input vs. labor as so-
cial citizenship).! The process by which such a measure is established is a political-
institutional achievement that I call hegemonic closure: a process through which one on-
tology and its metric acquire enough authority via legal and organizational adoption,
and eventual naturalization, to organize people’s expectations and calculations, while
leaving the antagonism permanently (structurally) unresolved (Laclau and Mouffe, 1985;
Mouffe, 2005; Laclau, 2012).

Several lines of argument point to the same conclusion. First, it is well known that in
modern general equilibrium frameworks, predicting prices in a heterogeneous-agent
economy requires computing the evolution of an entire distributional state—a task be-
yond the power of boundedly rational agents (Moll, 2026). Since any stability observed
in these models cannot be understood as an individual cognitive achievement, it im-
plies the existence of institutions that reduce cognitive complexity to manageable and
tractable (authoritative) benchmarks. Second, Sraffa (1960)’s observation that prices
contain a free degree that can only be pinned down by fixing an exogenous distribu-
tive variable suggests, by extension rather than strict implication, that fixing a value
metric—not merely a distributive magnitude within an already-given one—is the pre-
condition for any price system, and hence market, to exist at all, rather than a resid-
ual task performed once such a system is already in place. Third, the particular form
such an arrangement takes is drawn from a cultural repertoire (Acemoglu and Robin-
son, 2022, 2025); once established, it is inculcated in people through education (Albers,
2026) and perpetuated through narrative routines (Boltanski and Esquerre, 2020), to
the point where alternative ontologies are genuinely hard to conceive (Espeland and
Stevens, 1998). Finally, once established, it is constantly defended through discursive
practices (Hindriks and Guala, 2015; Hodgson, 2019), insofar as actors justify or chal-

lenge prices as if they obeyed an independent authority, rather than being a reproduc-

'A metric of value is, by construction, also a distributive criterion, so whichever one prevails determines
not merely how agents coordinate but whose claims come to count.
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tion of their own actions.

Political economy, in both its classical and contemporary heterodox forms, already
treats distribution as conflictual rather than harmonious. Marxian analyses of sur-
plus value division, post-Keynesian and Kaleckian analyses of markups and bargaining
power (see, e.g., Lavoie, 2024; Rowthorn, 1977, 2024), and Sraffian analyses of prices that
only close with the exogenous fixing of a distributive variable all point to the existence
of conflict at the core of economic activity. Yet in each of these approaches, the con-
flicts that take place concern magnitudes—wages, profits, markups—whose legitimacy
is uncontested. Specifically, such approaches conceptualize debates over the value of a
surplus whose legitimate claims are taken for granted, rather than over what a wage or
a profit fundamentally s, or which claims are even eligible to enter the calculation in
the first place.

The current approach situates the source of distributional conflict at a deeper layer:
in the meaning of prices. Before there can be a dispute over shares, there must already
be a settled answer to what counts as a share at all—an answer that is never given by
technical necessity but is itself the outcome of precisely the kind of contest political
economy already knows how to study, displaced onto its own foundations. In this sense,
the epistemic contribution of this approach to political economy is not an analysis of
the division of a surplus, but of the initial, often assumed and unexamined, conflicts
over the rules that make a surplus measurable in the first place.

The existence of an equilibrium outcome is therefore not a matter of automatic
coordination, but of the historical consolidation of a value metric, which can only be
maintained through continuous political-institutional reproduction. This paper singles
out and formalizes one aspect of this broader picture: the adoption of one framework
of evaluation over another, given some level of institutional support for it, and the de-
pendence of standard political-economy-type conflicts on the outcome of this prior,

deeper conflict.

Roadmap. Section 2 abstracts this adoption process for tractability into a single equa-
tion of motion, applying a standard method used in dynamical systems (i.e., collapsing
a system with more than one moving part into one autonomous difference equation
by treating its slower-moving component as fixed) to trace the stability conditions of
the resulting equilibria and to interpret them in political-economic terms. Section 3
briefly illustrates this approach intuitively in relation to the reclassification of value in

the carbon market, before concluding in Section 4.



2 A Simple Model

Consider a population of economic agents who can structure their economic activity
according to one of two possible value systems. They can adopt a “new” framework
Z, or they can stick with a “baseline” framework %, that is already established in their
society. Each system is fully defined by both a metric, i.e., a measurement protocol,
and a distributive criterion specifying who is owed what. The payoff is a reduced form
representation of the various costs and benefits associated with the choice of metric
(transaction costs, contractual risk, access to markets, etc.). The model does not ana-
lyze how the specifications themselves spread, but rather the competition in the social
enforcement of these specifications.

At any point in time ¢, let a fraction x € [0, 1] of agents have adopted F. Agents
choose F over %, because they expect to obtain a higher payoff arising from two fac-
tors. The first is a network effect, which makes % more advantageous the more widely
it is already adopted. The second is institutional support, i.e., institutional factors such
as legal recognition, accounting conventions, or specialized expertise that support &
and thus reduce the cost of adhering to &.

Let 7 (x,I) = 7wy + ax + p1 represent the payoff from adopting &, where 7z is the
intrinsic feature, I indicates the current level of institutional support, « > 0 and f >
0 capture the importance of the network and institutional effects, respectively, and 7
represents the baseline payoff from sticking with %,. Then, the process by which agents

update the value metric follows the logistic dynamics
X, = X, +/lxt_1(1—xt_1)[7r(xt_l,l) —7?], (1)

with A > O representing the rate of adjustment, and where x (1 — x) reflects the required
interaction for updating between agents who did and did not adopt . The economic
content of (1) is trivial: the extent to which a value metric performs well is determined
by how well it is already doing relative to the payoff from sticking to the alternative,
and by how much institutional support has been developed in its favor. The key mech-
anism is that a value metric succeeds not because it is correct, but because its adoption
becomes relatively less costly the more it is adopted.

More generally, I will also be a function of the level of adoption x, but with a slower
rate of adjustment reflecting the sluggish response of law and professional practices to
changing usage. In this short paper, however, one can assume that I is constant and

represents the level of institutional support that has been provided to the value metric



in question during the analysis period. Having substituted for z in (1) and rearranged,
we have
Xr = H(xt—l)’ 2)

where H(x,_l) = x;_1 + ﬁxt_l(l = x,_l) [AO )+ ax,_l], and Ay(I) = ny + pI — 7,
represents the relative payoff (or penalty) from adhering to & compared with % in the

presence of institutional support.

Fixed Points. A steady state of adoption, x*, occurs where x* = H (x*), which reduces
to Ax* (1 - x*) [AO () + ax*] = 0. There are three possible solutions: x* = 0 (the
framework fails to take off), x* = 1 (the framework takes over completely, hegemon-
ically), and an intermediate solution x; = —# € (0,1). These three steady states
admit a political-economic interpretation, though adoption is a proxy for closure, not
identical to the legal codification and naturalization it also requires, both of which are
bundled here into the institutional-support parameter 1.

At x* = 0, adoption of # never takes hold; antagonism to the metric is permanently
submerged and marginalized; against the backdrop of exclusively incumbent metric
categories for the calculation of economic magnitudes, any antagonism remains in-
choate; conflict is possible but only along lines dictated by the incumbent. At x* = 1,
antagonism is hegemonically and completely closed—the framework succeeds in tak-
ing over completely; now it is the incumbent’s aspirations that are submerged and
ultimately inexpressible (see Figure 1). At xr, an internal threshold in adoption, the
political-economic context is not yet dominated by either metric; it represents the con-
tested situation of metric incommensuration, where the “ontological” basis for the sig-
nification of a wage, debt, or contractual status is up for debate—there is still no closure.
The internal threshold obtains only where & has an initial disadvantage but enough
endogenous force to overcome it; if the initial disadvantage is too large, then there is

simply no competition: the challenger metric is stillborn.

Local Stability. Letting H (x) = x + ¢ (x) with ¢p (x) = Ax (1 — x) [AO )+ ax], a fixed
point is locally stable whenever |H’ (x*)| < 1. At the trivial equilibrium, H' (0) =
1+ AAy (1), which is locally stable whenever —2 < AA; (I) < 0 but not too large in mag-
nitude relative to A. At full hegemonic adoption, H' (1) = 1 — 4 [AO )+ a], which is
stable provided 0 < 4 [AO )+ a] < 2. At the interior threshold, the bracketed term in
¢ vanishes by construction, so H' (xT) =1+ Aaxp (1 - xT) necessarily exceeds unity.
In other words, the threshold point x4 is always unstable. In political terms, stabil-

ity of the trivial fixed point corresponds to baseline regime stability for an established

5



Figure 1: Two Framework-Adoption Outcomes

Critical
threshold

Note: The solid blue curve represents the evolution of adoption: it links current adoption to subsequent
adoption. Its intersections with the 45° line indicate points where adoption does not change. The solid
black circles are stable points: once reached, #’s adoption will remain there. In contrast, the empty circle
is an unstable point, where the model can sustain an adoption level only momentarily. The slightest
deviation, higher or lower, triggers a runaway process that moves %’s adoption further away from this
unstable point. This is illustrated by the staircases: a small difference in initial conditions (starting slightly
below the unstable point vs. slightly above) leads either to total abandonment (light red staircase) or to full
hegemonic adoption (light teal staircase).

order: a handful of agents experimenting with an alternative ontology of value are sim-
ply reabsorbed, because the incumbent’s institutional backing already tilts the relevant
payoff decisively against them. This is hegemonic closure working as it should, getting
its “two cents” in early and nipping dissent in the bud. Stability of the fixed point at
full adoption similarly reflects regime stability when roles are reversed, i.e., when the
challenger has become the new hegemon: isolated holdouts under the old ontology
face the identical pull back into conformity, now exercised on behalf of the new met-
ric. Most interestingly, the instability of the threshold point delivers the proposition
that a genuinely contested status, one not tilted in its favor, is always unsustainable in
the long run; a small nudge—for instance, a judicial decision, enforcement policy, or

capacity—causes the status to be won by one side or the other, at an accelerating pace.

Three qualitatively distinct outcomes coexist whenever —a < A () < 0. The actual
asymptotic outcome of the historical process then depends on the initial conditions,
namely, whether the initial penetration of the challenger status lies above or below the
threshold x.



. . . i-ny—pl .. . .
Comparative Statics. Since x; = %, it immediately follows that

dx

AR
defined only within the interior-threshold regime. In other words, the more is invested
in institutionalizing a framework, the lower the competitive hurdle that must be over-
come, the larger the hegemonic basin of attraction, and the smaller the failure basin of
attraction. Since I represents precisely the kind of institutionalization that can be con-
ceived as a form of hegemonic closure in the broader approach to political economy
(i.e., institutionalization in laws, accounting rules, formal education, etc.), this finding
provides the clearest insight into the role of institutionalization in the achievement of
hegemony. Institutionalization does not merely accompany a framework’s eventual

dominance; it is what lowers the bar that dominance has to clear.

Why Multiplicity, Not Uniqueness, Is the Point. In the language of iterated maps, that
is a famous theorem stating that under a “uniform contraction” property—meaning
the slope of the map is everywhere below unity (not just at the proposed fixed point)—
there exists a unique fixed point that is reached regardless of the initial condition. The
map in (2) satisfies no such condition; because of the S-shape of ¢ with respect to x, the
slope is greater than one precisely in the range of interest between the two stable fixed
points, and this explains how multiplicity may arise. Therefore, a hegemonic closure
does not appear as a unique stable equilibrium generated by some set of economic
fundamentals, but rather as one of two possible equilibria whose attainment is tightly
coupled with historical conditions—in this case, with the institutional accumulation
that a challenging framework begins with as it crosses the tipping point (bearing in

mind that institutional change is a slower process than adoption).

3 Illustration: Certifying Carbon Value in the Voluntary Car-
bon Market

Until recently, the voluntary carbon market operated under a largely unexamined as-
sumption of equivalence: any credits issued by a credible, authoritative registry (Verra,
Gold Standard, etc.) or verified under any credible accounting methodology were treated
as fungible, liquidly traded “tons” of CO2 emissions—meaning they were measured,

verified, and maintained in roughly the same way. In 2023, this assumption broke down



publicly when investigations revealed that the vast majority of rainforest credits back-
ing major corporations’ net-zero pledges represented few or no actual emissions cuts.
The implicit standard for what constituted an equivalent “ton” of avoided emissions
had itself been called into question—not the valuation, but the unit of account.”

This created an opening for an alternative measure—and one quickly emerged. The
independent Integrity Council for the Voluntary Carbon Market® proposed ten “Core
Carbon Principles” that credits must meet—such as genuine additionality, permanence,
and no double counting—to be “CCP-labeled.” These function as pass/fail eligibility
rules, not quality grades within an agreed unit: a reduction that would have happened
anyway earns zero verified tons under CCP rules, not a lower grade. The dispute is over
whether a claimed ton is commensurable with a real one, not over how rigorously it is
measured.

The adoption curve so far has mirrored the process outlined above. The vast ma-
jority of registries (a rise in I), weighted by historical market share, quickly submitted
their methodologies for evaluation, well before the first CCP-labeled credits reached
the market—a strong initial institutional adoption (the observed x), with actual market
adoption lagging behind. There is a substantial price premium for CCP-labeled credits
versus non-CCP-labeled ones, and large corporate purchasers, facing increasingly de-
manding disclosure and transparency standards from regulators (especially in the EU),
are increasingly only accepting CCP-eligible programs—an institutional adoption that,
in the model framework, lowers the barrier for the challenger standard to take hold.’

However, a relatively low percentage of credits issued today are CCP-labeled, and
a large volume of legacy non-CCP-labeled credits are still being retired in the name
of corporate climate targets. The market appears to be hovering around its x;. The
presence of a price premium and the ongoing retirement of unlabeled credits could be
partly due to a within-unit quality gradient. The relatively small and uneven growth
of labeled credits in the market is consistent with x; not being reached yet. This was
a very simplified example that did not quantify x4, but it does show where x; should

trend as institutional recognition increases.

2See https://bit.ly/4jgUecu

3See https://icvem.org/

“The problem is that additionality isn’t a quality metric for a given unit—like purity is for a measure
of gold. “Business-as-usual” reductions are not partial or lesser “verified tons” under the CCP. They are
nothing. The dispute is therefore not about the purity of an agreed-upon measure, but about whether the
measure is commensurable in the first place.

’See https://bit.ly/4hqwAYB
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4, Conclusion

This paper has offered a narrow but load-bearing contribution to a larger argument:
that economic equilibrium presupposes, rather than explains, a metric of value, and
that fixing such a metric—hegemonic closure—admits a precise dynamic treatment.

An explicit demonstration of this point shows that when the dynamics of its institu-
tionalization are reduced to a simple law of motion, a competing system of valuation
necessarily has two asymptotically stable equilibria—negligible irrelevance and hege-
monic dominance—separated by an intrinsically unstable tipping point. At this thresh-
old, institutional support lowers the hurdle required for winning, and the important re-
sult is not the unique fixed point that would arise if the stronger stability requirement
were met, but rather the existence of multiple equilibria.

In political economy, this relocates rather than displaces its central concern. It re-
mains as true and as contested as it was for classical or heterodox political economists
that the distribution of surplus—whether between labor and capital, debtors and credi-
tors, or intertemporally between current use and future hoarding—is fraught with con-
flict. However, the model here describes the typically unspoken struggle over what
counts as surplus, wages, debt, or even legitimate claims—the terrain on which all other
disputes are conducted and which political economy has typically treated as already de-
termined.

Because this is a problem of multiple equilibria rather than a single equilibrium
uniquely determined by fundamentals, it shifts the locus of political action. Institu-
tional support (legal, accounting, professional, regulatory) is not only a necessary con-
comitant of a valuation standard’s victorys; it is also one of the few available means of
tipping the two potential futures of a domain of economic practice, precisely because
it shifts both the tipping point and the endpoints’ stability.

This is especially important for interpreting appeals to “efficiency” once standards of
valuation come into conflict. Because such appeals must already assume the closure at
issue, they always operate as if they were already part of the field of struggle rather than
above it. It is for this reason that the lack of closure in carbon credit certification means
that it remains open to the kind of institutional intervention (accounting, procurement,
regulation) that we know is decisive, and the same is doubly true for questions of labor

ontologies currently threatened by automation, where the stakes are much higher.
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