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Summary: We consider how market environments can perpetuate the stratifica-
tion of societies and economies. Markets are sets of institutions. These institu-
tions are emergent outcomes of interactions in ongoing socio-economic pro-
cesses. They entail societies’ rules, norms and values; and market environments
and agents’ behavior therein will reflect them. Markets are also complex sys-
tems. Complex systems dynamics allow us to identify additional endogenous
mechanisms contributing to the perpetuation of stratified structures in market
economies. In capitalism’s drive towards concentration and centralization, and
the concomitant consolidation of corporate power, further factors leading to strat-
ified socio-economic outcomes emerge. We formulate policy considerations
based on the analytical results presented. One focus is what measures may help
reduce stratification and change the dynamics that reconstitute it. The other fo-
cus draws on the fact that policies are an output of the system, which means that
changes to the structure itself may have to be required to advance changes that
can have an equitable impact.
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Stratification economics (SE) focuses on the impact that societal structures have on
economic outcomes; in particular, on the stratification along social identity dimensions
that has been observable for generations (John B. Davis 2015). In market-focused
economies, the role that markets and market dynamics can play for these patterns has
to be addressed. So far policy suggestions have tended to focus more on reducing dis-
advantages when entering markets. The role of markets themselves has been underex-
plored.

From evolutionary institutional and complexity economics perspectives, we
will consider which mechanisms in socio-economic structures, and in particular in
markets, that may lead to the perpetuation of stratified socio-economic outcomes can
be identified; and in turn which focus for policies may be promising to try and over-
come these outcomes. Policy considerations have to be qualified because they are a
system output, like stratification is, and so measures that can support equitable out-
come will likely face resistance in the policy-making process. If we take markets as
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amplifying differences more than reducing them, then policies that only consider the
reduction of initial differences cannot hope to lead to significant changes in system
output patterns.

Institutions are an emergent output of the complex adaptive system (CAS) so-
ciety. They stabilize socio-economic environments and enable purposive interactions
of individuals. Markets do not exist separately from the rest of a society’s socio-polit-
ical structure. They are embedded in and emerge from the social rules and norms, and
values, of a society. CAS phenomena such as positive feedback effects or path depend-
ency are present in market environments, as well, so that there is no ex ante reason to
suspect that market-based interactions would reduce differential position, power, or
inequality and inequity in societies.

Control over a market environment, and the avoidance of competition, have
long been motivating factors for behavior in relation to markets (e.g., Alfred Chandler
1977; Eric D. Beinhocker 2006; Henning Schwardt 2017). Corporate control, such as
under monopoly capitalism, can influence market environment and policy makers to
consolidate control further. From this, we can gain some additional insights into causes
of stratified socio-economic structures, in particular when combined with the institu-
tional aspects and CAS dynamics outlined before. A shift to increasingly financialized
economic structures may further strengthen related dynamics and trends.

In the following section, we will review inequality and stratification we can
currently observe in socio-economic systems. After this outline of the situation at hand,
we discuss some of the characteristics of complex systems and their possible dynamics
in Section 2. Institutions as the emergent social rules and norms that shape the complex
market system will be given more detailed consideration in Section 3. Market environ-
ments and their potential impact on the matter at hand will then be considered in Sec-
tion 4. Drawing on these strands of the critical economics literature, under a complex-
ity umbrella, policy considerations will be formulated in Section 5. Section 6 con-
cludes the text.

1. Stratification in Resource Access and Distribution

Inequality — in quantitative terms — has been documented to have increased over the
last decades. This holds between countries, between classes, and between races and
gender, amongst others (e.g., Lucas Chancel et al. 2022). We will focus on domestic
outcomes, and there on those where inequality consistently shows in social identity
dimensions over generations, as the socio-economic stratification of populations. The
recognition of these persistent outcomes has opened the door to questions that a per-
spective resting on a foundation of methodological individualism in analyses could not
ask, nor answer; namely, what are systemic issues that play a role in perpetuating these
patterns. Or, the other way around, that inequality and exclusion can be fairly consist-
ently identified along lines of social identity points to answers that will have to inte-
grate systemic aspects, in order to be able to explain and allow to address underlying
causes and dynamics and remedy the situation people have been facing.

Following William A. Darity (2005), specifically four postulates are made at
the outset in SE, namely that material benefits can be and are passed down through
generations; that societies divide into groups and that these show a hierarchy, where
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benefits accrue to members in dominant groups who are motivated to put effort into
maintaining their positions; that market environments are unlikely to end this; and that
on the individual level, effort to overcome barriers may mean more discrimination
(also, Gregory N. Price 2017; for the “wealth privilege model”, see Robert B. Williams
2017). Darity, Darrick Hamilton, and James B. Stewart (2015) and Williams (2017)
point out that “structures of privilege” do not have to be specifically and persistently
racially targeted, to result in racial stratification as this can flow from the initial con-
ditions of members of different groups in societies and persist over generations be-
cause of internal socio-economic dynamics. Drawing on institutionalist and complex-
ity concepts, we can address these dynamics in more detail than has been done, and
more pointedly answer questions relating to possible dynamics underlying outcome
patterns. This will allow us to consider policies more specifically related to systemic
dynamics.

Over the last roughly five decades, national statistics on income (from the Bu-
reau of Labor Statistics in the US, for instance) document generally increasing income
inequality (e.g., Rakesh Kochhar and Richard Fry 2014; Dedrick Asante-Muhammad
et al. 2016). Pasquale Tridico (2018) documents the overlap of this inequality dynamic
with a policy reorientation focusing on financialization, so-called flexible labor con-
tracts, weakened unions and the retrenchment of the welfare state (also compare, Ric-
cardo Fiorentini 2015). More generally, this neoliberal policy framework that has been
implemented since the late 1970s, with its reduction of the role of the state in favor of
ceding space to private agents, parallels a reversal of trends in socio-economic indica-
tors that try to capture inclusiveness, equity, or equality, amongst others (e.g., David
M. Kotz 2002; Peter B. Evans and William H. Sewel 2013). In a different policy envi-
ronment immediately following World War II, such an inequality increase was not
apparent in the data (Kotz 2002; Evans and Sewell 2013), strengthening the case that
relying on transactions and private interactions to bring about more inclusive socio-
economic outcomes may not only be not sufficient, but prove counter-productive.

Different groups have been differentially affected by these inequality dynamics.
Randall Akee, Maggie R. Jones, and Sonya R. Porter (2019) show that US citizens
face significant racial stratification in average incomes, with higher in-group inequal-
ity and lower in-group mobility for the richest (White and Asian) and lower in-group
inequality and higher in-group mobility for poorer groups, who also show high overall
immobility however. In sum, their results are showing a rigid US income structure
overall, with Whites and Asians on top, driven by subsets of these populations, and
blacks, native Americans and Hispanics at the bottom (also compare Richard L.
Zweigenhaft and G. William Domhoff 2014).

Persistent, and lately stagnant gender inequality has been documented as well
(e.g., Diane Elson 2017; Claudia Goldin et al. 2017) with also at least a momentary
worsening due to the pronounced gender-related inequality in the impact of the Covid-
19 pandemic (e.g., Titan Alon et al. 2020). We note adverse impacts of previous crises,
such as during the Great Recession, as well (e.g., Stephanie Seguino 2019). Effects
appear to be synergistic, here, at least between race and gender. Adverse education
outcomes (e.g., Adam Gamoran and Sarah K. Bruch 2017; Daniel Schneider, Orestes
P. Hastings, and Joe LaBriola 2018) and health outcomes (e.g., Jacob Bor, Gregory H.
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Cohen, and Sandro Galea 2017; Terrence D. Hill and Andrew Jorgenson 2018; Pooja
Dewan et al. 2019) are subject to effects related to inequality in incomes. Both of these
are areas where we can expect, and in fact have started to see, a differential impact
from the pandemic as well (e.g., Benjamin Gibson et al. 2020; Heidi Green, Ritin Fer-
nandez, and Catherine MacPhail 2021). Still, and the importance of education for over-
coming development constraints notwithstanding, we can also note a limited impact of
formal education outcomes on stratification dynamics in the US — only at the bache-
lor’s level is mobility somewhat enhanced, above and below it appears not to be (Flor-
encia Torche 2011). The gatekeeper role of education institutions that we can derive
from Thorstein B. Veblen’s (1919) analysis of “Higher Education in America” appears
alive and well. Other factors must be considered, in parallel and prior to education
structures. We may assume that complementary and reinforcing factors compound the
gatekeeping function, such as the fact that individual level efforts may lead to more
discrimination for these individuals (Darity 2005) but also the reaction of dominant
group members in the face of actions by non-dominant group members that do not
align with institutionally prescribed and expected behavior patterns (see below, Sec-
tion 4).

If anything, wealth inequality has been and continues to be more pronounced
and growing more quickly than income inequality (e.g., Kochhar and Fry 2014; Re-
becca M. Tippett et al. 2014). Inheritance has been identified as a main reason (Dalton
Conley 1999; Darity 2009), with additional influence factors — even if from the same
source of family wealth — including reduced debt-burden in younger years, reduced
care responsibility for older family members, abilities to build a financial investment
portfolio, and others (for an overview, see Williams 2017).

The US may for a while have been preventing social mobility to a lesser degree
than other societies, but that has long since ceased; at least compared to other high-
income countries (e.g., Jo Blanden 2011; Espen Bratberg et al. 2017). The most socio-
economically mobile region in the US, its West, appears to be at best permitting about
as much intergenerational mobility as the least mobile European Union countries in
the Mediterranean, and the least mobile ones, such as the Deep South, show a persis-
tently segregated socio-economic structure (Raj Chetty et al. 2014; Bratberg et al.
2017). Incidentally, in particular these regions of lesser socio-economic mobility show
taxation structures that are particularly burdensome on the poor (Chetty et al. 2015).

2. Inequality and Discrimination in Complex Economies

Mostly discarded attempts at explanations of systemic inequality have in the past
pointed to inferior foundations for achieving wealth, in particular biologically-based
ones. These have been supplanted by culturally-based outlines (Darity 2005), assum-
ing that if group outcomes are discernibly different from the wider averages, then be-
haviors and values that individuals have learned by way of their group membership, in
their socialization into the group, were behind the patterns. These rhetorics have
proven difficult to overcome, the first in its time, the second one still today. Given their
close adherence to ideologically useful explanatory patterns of inequality focusing on
individual effort reflected in individual success, or, of holding individuals solely re-
sponsible for their situations, this may hardly be surprising.
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In related prominent theoretical explanations, two lines of thinking are stressed.
One is based on Gary Becker’s (1957) “taste for discrimination” and the other on the
Edmund S. Phelps’ (1972) and Kenneth J. Arrow’s (1973) application of presumed
group averages to make inferences and decisions about an individual when that indi-
vidual is not well known.

However, the individual preference-based “taste for discrimination” and the
asymmetric information-based “statistical” reasoning respond to the output of the sys-
tem as much as they shape what goes back. Both neglect that individuals are influenced
and shaped by their social environment, and the habits of thought into which they are
socialized, to then consider whether someone’s decision and behavior can be concep-
tualized applying a specific toolset. Causes, dynamics, or processes that shape percep-
tions, prejudices, and habits of thought, have to be excluded by nature of the methods
employed. We therefore find descriptions of behavior that are interpreted under the
assumption that individuals are neoclassically rational. This is further underlined when
we consider that individual motivations are marshalled into explaining persistent emer-
gent patterns. If individual preferences were independently formed, and lying behind
the patterns we can identify, then in that independent formation some stable pattern
that would underlie the observed patterns would have to be expected as well. How that
should come about if they were indeed formed independently would have to remain a
mystery, though. Similarly, if statistics-based discrimination were to hold as an expla-
nation for long-term persistent patterns, how a changing society can reproduce such
patterns over time without drawing on societal components and systemic characteris-
tics for an explanation, remains elusive. If it serves as a reaffirmation of patterns
brought about by discriminatory or other practices, on the other hand, it is not an ex-
planation. Empirical studies indeed fail to find support for group culture, such as re-
flected in different savings rates, as the cause behind wealth disparities in particular
(Williams 2017). Conceiving of an economy as a complex system and its ongoing pro-
cesses, embedded in the complex system that is society, introduces the possibility for
systemic influences in ongoing processes, on the other hand.

Considering complexity economics as it has taken shape until now, we can
trace, in broad terms, two strands in which complexity ideas have been voiced in eco-
nomic thought: a Smith-Marx-Veblen-Marshall-Schumpeter through Hayek line that
stresses aspects of emergence and self-organization, and a Smith-Marx-Veblen-Mar-
shall-Schumpeter through structuralism and development schools line (as embodied
by Myrdal and Hirschman, for instance, by way of Allyn Young) that integrates non-
linearity and path dependence, cumulative causation and divergence, and structural
change (compare, Verdnica Robert and Gabriel Yoguel 2016). Both lines of analyses
offer, as we will discuss momentarily, insights into systemic dynamics that can by
themselves perpetuate patterns from initial conditions in socio-economic structures
and outcomes. How the system is set up when it begins to unfold matters for how a
situation looks like as we continue in the process of unfolding. The non-linearities we
can observe in complex systems dynamics can result in initial differences being am-
plified over time (Neil F. Johnson 2007).

Where self-organization and emergence are concerned, we may for instance
think in terms of a social structure that has established itself, and from there on shapes
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people’s outlook and expectations, concerning their own roles and those of others in
society. Those are taught and learned and carried forward, and continue to provide
stability. At the same time, that (possibly temporary) stability can entail discrimination
and suppression, as we have frequently observed throughout history. As the stabilizing
factors, here, can be captured as institutions, we will return to dynamics involved in
more detail in the following Section 3, on institutions.

For the second strand identified, it may be useful to think of patterns of dynam-
ics that result in a perpetuation, and possibly amplification of differences in starting
positions. Differential access to health care, education, or ownership, to name but a
few, can produce initial conditions that lay the foundation for further, possibly com-
pounded, advantages for those with that access. Questions of interest include, what is
needed to participate, how is access available and granted, how does someone’s start-
ing position influence opportunities later on, etc.

Under path dependency of processes, the state of a system may allow a number
of positions to be reached in its next move, but not all possible states of the system are
always in reach, and the possibilities at some point in time are contingent on the state
at that time (W. Brian Arthur 1994; Johnson 2007). When carriages became cars, a
number of different engine types competed until the internal combustion engine be-
came the standard in the industry. Over time, its efficiency continued to increase, and
a replacement by competing potential standards became less and less attractive, or vi-
able; in particular for individual private agents. The infrastructure that developed
around internal combustion — and with it the interests that may prefer to maintain its
position — further strengthened its position, and limited the potential paths for private
transportation solutions to follow. When there is a stabilization of outputs, the location
of a system in a specific basin of attraction, the system itself remains there. It is locked
into its current pattern for the time being.

This notwithstanding, micro-behaviors can add up to lead to a (sudden) shift to
a different attractor and to changes in the system’s macrobehavior. Where technology
standards are concerned, there are very limited incentives for private agents to change
their behavior. But, research and incentives to adopt new standards can be brought
forth by public policy measures. In socio-economic, human-made, systems, there are
more degrees of freedom, also because once groups get larger, they are not generally
homogenous. We can take measures, such as policies, to influence agent behavior, and
thereby system structure, and output patterns, and try to steer the system onto a path
that reflects values and objectives we have decided to pursue more closely than may
currently be the case. We can also attempt to tackle the system itself more directly, of
course.

Path dependency ties into another aspect, in terms of the dynamics within the
system, namely, positive feedback in output dynamics over time. Positive feedback
would drive the system away from a previous resting position. We can find such dy-
namics in the institutional and development literature for instance, as circular and cu-
mulative causation, embodied in backwash or spread effect, in Myrdal’s terms (Gunnar
Myrdal 1968). A difference in some relevant variable leads to different paths pursued,
in an upward spiral, possibly, in one case and a downward spiral in another. Myrdal
(1944) applied the same thinking to studying societal problems, in “American
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Dilemma”, outlining how different components of the US political, social, and eco-
nomic system shape the differences in quality of life for different groups. In particular,
he could underscore the fact that White Americans were collectively responsible for
the circumstances under which Black Americans lived. Systemic discrimination
against Black Americans has shaped outcome patterns. Societal narratives then
claimed outcomes were a reflection of performance by Black Americans in order to
justify prejudices, and by extension the systems in place that mirrored these prejudices.

We note that structural features and dynamics can easily carry inequality forth
and even deepen it. In Section 4, below, we will focus in particular on the role that
market interactions may play in the furtherance of these dynamics and the outcome
patterns observed.

3. Institutions and Complex System Dynamics

Institutions are social rules and norms. They prescribe and proscribe behavior in social
situations. Institutions are reaffirmed but can also change in the ongoing process of
micro-interactions in a dynamic that Geoffrey M. Hodgson (2006) calls reconstitutive
downward causation and Clive Lawson (2009) describes as the “transformational
model of social activity (... where ...) conditions of actions become the result of ac-
tions in a complex and recursive process”, and as such provide an instance of emer-
gence in socio-economic CAS.

3.1 Stability and Continuity

In institutions we see complex system characteristics; namely, a self-organizing struc-
ture. The interactions of the individual components create a stable systemic structure,
without specific ex ante restrictions (say, a specified type of equilibrium) that would
force any specific outcome. Stability results from the mutually compatible expecta-
tions of social agents in their interactions, as these reaffirm behavioral choices and
reinforce expectations and habits of thought (e.g., Wolfram Elsner 2012). Out of inter-
action dynamics in which a certain set of rules or restrictions form, emerge stable out-
come patterns that cannot be deduced from analyses of the individual units. Habits of
thought, behaviors, motivations — for instance concerning the role of markets, objec-
tives to be pursued in markets, acceptable behavior in markets, regulations of access
to markets, and others — can then be reflected in stable patterns such as an ongoing
stratification of outcomes of socio-economic activities.

The coordinating function that institutions fulfill leads to increasing returns. The
more people follow specific behavior prescriptions, the more useful they will be in-
forming expectations about others’ behaviors. If a critical mass is reached (e.g., Elsner
2012), the system is locked in on a set of institutions (for lock-ins, Arthur 1994). As
long as stability is maintained, path dependence in dynamics of change, follows, as
change occurs within a given system, and new behaviors and the institutions reflected
in them, have to be compatible with existing structures.

Further, Clarence E. Ayres (1978) describes interwoven factors that support dy-
namics of emerging institutions and their stabilization. Providing a narrative, an ideol-
ogy, to explain and justify the world around us, and supporting emergent or existing
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social stratification and hierarchies, these factors offer a sense of understanding and
belonging by assigning a place to people. An emotional conditioning from childhood
years onward strengthens the connection and allegiance of individuals to the institu-
tional framework in which they were socialized. Connections are further strengthened
in ritualized behavior and ceremonies in accordance with the ideological narrative pro-
vided. Standards of thinking, habits of thought, are taught, reinforced, and passed on
within micro- and meso-structures, which are in turn embedded in wider social struc-
tures and networks, and where members are taught part of their identity by virtue of
those network memberships and narrower (e.g., extended family) and wider (e.g.,
working class) group memberships.

In this context, note the findings of Flavio Azevedo et al. (2019) concerning the
coherence of political beliefs in the neoliberal environments of the US and the UK
around opposition to economic and social inequality versus support for economic and
social inequality (and authoritarianism). Likewise, Jim Sidanius and Felicia Pratto
(1993) find a significant positive correlation between support for market capitalism
and racist attitude. This is one of their initial papers in the formulation of social dom-
inance theory (Sidanius, Erik Devereux, and Pratto 1992) which posits that resting on
a legitimizing myth, stable “caste-like” intergroup relations rely on institutional dis-
crimination as well as aggregated individual discrimination, and behavioral asymme-
tries between the agents involved. Paolo Ramazzotti (2020), with a view on neoliberal
policy frameworks, emphasizes how a policy framework can shape the worldview of
people, where messaging as well as behavior brought about through policy decisions
may both be expected.

Modes and styles of communication matter here, as well, for instance where
they allow some however defined in-group to distinguish and recognize itself from
others (e.g., Shinobu Suzuki 1998). Beyond modes of communication, at the same time
reflecting these and shaping them, institutional framework and socialization effects
impact people and their interactions in numerous ways, and impact who has access to
which resources and how. Subsystems can shape how someone can enter and partici-
pate elsewhere, say, through the relation of education structures, social signaling, and
economic structures.

3.2 Discontinuity and Change

While institutions bring stability to a societal framework, amongst others by providing
coincidence of interpretation of the goings-on around individuals, and by fostering a
shared world-view, a society’s institutional framework does not have to be embraced
by everyone. Groups are heterogeneous. Interests over aspects of distribution and ac-
cess, for instance, differ. Interests and perceptions can change. Depending on the abil-
ity of (groups of) agents to assert their interests in the formal structures of societies,
they can have an impact, or find themselves shut out. How willing disadvantaged
groups may be to accept their situation (because of a religious narrative, for instance),
and which tools they have at their disposal if they should try and assert interests versus
existing structures, depends, over time and between different places.

Institutions can change because of different reasons. Technological change is
one of them. To use technology requires suitable behaviors. Such behaviors can then
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impact behavior outside the immediate application in technology utilization. Habits
that are developed in some areas of life can become habits elsewhere (for an example
with more positive connotations, we can refer to how general trust may emerge and
spread; e.g., Elsner and Schwardt 2014, 2015). Learning, for instance, from a change
in understanding that new technologies can bring, may also lead to changes in institu-
tional relations. For the limit case, Christian Cordes et al. (2021) give an overview over
different strands of literature that allow to conceptualize the collapse of institutions.
Original institutional economics defines instrumental and ceremonial aspects of
institutions. Instrumental aspects refer to pro-social, group-oriented behaviors and val-
ues. Ceremonial aspects refer to behaviors and values that aim at individual advance-
ment and status. The assumption is that over time, in stable social environments, be-
haviors and motives will shift away from those supporting the well-being of the group
towards those that reflect individualistic goals within the structure (e.g., Ayres 1978).
The stabilizing narratives referred to above, in Section 3.1, entail components that jus-
tify differential status, for instance, for members of different groups. Regarding strati-
fication, lower status group members can see their position reinforced through these
narratives, by consigning them to their places in the social hierarchies, and providing
a narrative to justify why that is as it should be (the market wills it, god wills it, ...).

3.3 Institutions and Markets

Markets are sets of institutions. The instability we observe in markets, as fluctuations
in the economic patterns they produce, does not necessarily indicate instability of in-
stitutional structures. If we think of market interactions as part of an evolutionary pro-
cess, then institutional market environment and agents in markets determine what is
selected for, what is successful and which features mark a successful variation. As
such, institutions shape markets and decisions in markets; which will include what to
bring into markets, who has which access, from whom to buy, or what to buy where,
amongst other things, behaviors that can enhance discriminatory outcomes, and rein-
force discriminatory dynamics and views, and maybe especially in local and regional
environments. For instance, if prejudiced potential customers avoid buying from you,
a market dynamic may reinforce segregation (for analyses of some potential dynamics
applicable here, see Thomas Schelling 1978).

While the organization of economic activity impacts socio-economic structures,
socio-economic structures are reflected in market organization and behavior, as well.
The concepts of ceremonial encapsulation and ceremonial dominance (William M.
Dugger 1980; Paul D. Bush 1983, 1987; William T. Waller 1987), for instance, capture
the utilization of technological problem-solving potential with a view on protecting
positions of power, over other possible objectives such as enhanced provision options,
production efficiency, or profit increases.

Crucially, for our topic, the agents themselves are able to influence the selection
environment they face. So, besides actions taken to strengthen their position in a given
selection environment, they can try to change the environment itself in an effort to
improve their position. Such action may, for instance, entail the limitation of options
for potential competitors. Establishing payment streams through a commodification of
social structures, can be interpreted to serve purposes beyond the unearned income that
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they immediately signify, for instance, as they concurrently lead to a restricted mobil-
ity for agents who do not have the funds to avoid such ongoing payments.

4. Market Structures and the Perpetuation of Stratification

Markets are sets of institutions. What matters for the actions within markets and the
patterns emerging from these actions, is how markets are structured; what is ex-
changed; where the exchange takes place; what the positions, obligations, and objec-
tives of the agents involved are; to name but a few. Access to positions as well as the
dynamics in market environments matter for the outcomes we observe. For the socio-
economic system as a whole, which areas of environment and life are commodified,
and which are treated differently — as public services, for instance — can notably impact
the reality and quality of life of people, equitable resource access, risk control, and
longer term dynamics in the system, and for the people affected by them. This last
aspect, we will consider in more detail in Section 5, focusing on policy emphases.

4.1 Access to Markets and Access to Positions in Markets for Individuals

There is no reason to suspect that the structures of relations that shape non-market
interactions would become irrelevant once interactions occur in market environments.
For instance, there is no indication that a pursuit of profits would override prejudice
and discrimination if these prevail in different interaction arenas; or even, that it would
have to in order to guarantee a comfortable profit position. On the contrary, given that
markets entail power structures, and that market environments are shaped in societal
power structures, they can be effective vehicles for furthering societal stratification;
amongst others, because integrating into the division of labor of economic activity is
a necessity for people, and the conditions under which they do so depend on non-mar-
ket rules and norms.

Human decision-making works with rules of thumb that guide decisions and a
subjective evaluation of outcomes achieved (e.g., Herbert Simon 1956; Daniel Kahne-
mann and Amos Tversky 1979; for an overview, e.g., Beinhocker 2006). The institu-
tional framework that shapes people’s worldviews and expectations likewise shapes
what is acceptable and accepted. The perception of the world, people’s subjective re-
ality that emerges from these influence factors, translate into market-internal dynamics
that support and perpetuate, and even shape, societal norms and structures. By ascrib-
ing social status to specific economic outcomes and positions, a circular dynamic of
status reinforcement can result.

There is no knowable first-best outcome that could serve as a reference point
for evaluation in a world where outputs are multi-dimensional and their achievement
includes trade-offs. There are ongoing results and situations during a process that
agents find acceptable and those they may want to change. Such changes may have to
be achieved by altering the balance of power inside and outside markets, which will
likely face resistance.

Access to markets and positions is guarded by societal rules and norms, and by
the policy environment in which people’s capability development can occur. Even pur-
portedly meritorious structures are not measuring against some objective reality and
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truth, but are functions of the specific circumstances and environment in question, and
reflect rules and norms, and values in the determination of what is meritorious, and of
who is perceived to have merit. Further, if entry conditions are unequal, then a subse-
quent evaluation against given standards reflects not merit, but unequal access to pre-
paratory structures.

Within markets themselves, what people bring into markets, what people want
out of them, and how socio-economic structures impact their behavior and interactions
in markets, are areas to consider if outcome patterns are found as lacking, then. Even
how demand is shaped in a given social setting, including what to buy, from whom to
buy, as well as, how to engage in transactions, as in red-lining cases, for instance,
matters for outcome patterns that emerge from transactions. Insofar as demand patterns
are shaped by a socio-economic structure, from institutional framework to the distri-
bution of purchasing power, market outcomes reflect social structures, and can rein-
force those, for instance, in a circular notion through status attachments to said out-
comes. The more numerous the areas of human life that are being pulled into transac-
tion structures, the more likely the potential for such circular and cumulative causation
dynamics to unfold, solidifying and furthering differences in initial socio-economic
positions as the commodification of structures amplifies the impact of initial spending
ability.

4.2 Dynamics in and Utilization of Markets

In capitalist economies, markets themselves entail power relations (e.g., Giulio Pa-
lermo 2007; Barbara Harris-White 2014; Adam Ozanne 2016). The notion of power
in, as well as exercised through markets can be linked to an institutional framework,
as the rules governing market transactions result from the institutional framework that
reflects but also justifies hierarchical status and influence. There is no reason to suspect
that some areas of socioeconomic relations would be uninfluenced by the social hier-
archies of the system in which they are embedded, or that they might not serve to
further the influence and power groups already hold. Narrowly, focusing on monetary
and distributional aspects, Eric Schutz (1995), touching on points raised by Samuel
Bowles and Herbert Gintis (1992) from a different angle, outlines how market concen-
tration and short-side power in markets are allowing redistribution towards powerful
agents. These distributional aspects then provide the means to reinforce status hierar-
chies and limit the access to resources that could serve to overcome stratification pat-
terns more broadly under different circumstances.

Michal Kalecki (1938) stresses, “Monopoly appears to be deeply rooted in the
nature of the capitalist system: free competition, as an assumption, may be useful in
the first stage of certain investigations, but as a description of the normal stage of cap-
italist economy it is merely a myth”. Chandler (1977) analyses the changes in business
structure and operations and technological changes that have fueled the trend towards
a monopolization of market structures following the Industrial Revolution. Paul
Sweezy (1990) outlines Marx’s recognition of the inherent instability and lack of per-
manence of competitive (in the actual sense of the word) market structures. He further
stresses the role of financial markets as accelerants of these processes. A monopoliza-
tion of production structures, and a commodification of increasing areas of human life,
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can exacerbate outcomes that result from unequal resource access for different groups.
Besides the increased concentration of control and derived limitation of access, partic-
ularly noteworthy for our purpose is the expected unequal distribution of hardship in
crises, as seen above, as well as crises’ impact on people’s starting positions and their
possible paths that may unfold. Inequality and wealth inequality, for instance, in-
creased after the Great Recession (e.g., Fabian T. Pfeffer, Sheldon Danziger, and Rob-
ert F. Schoeni 2013; Jeffrey P. Thompson and Timothy M. Smeeding 2013).

Marx notwithstanding, a name often mentioned as the first to consider monop-
oly capitalism with more focus is Veblen, in his “Theory of the Business Enterprise”
(1904) and in particular in “Absentee Ownership” (1954). Both build on his general
approach to try and understand economic activity as evolutionary process, and to cap-
ture the dynamics that drive this process endogenously. A factor to highlight for our
purposes is Veblen’s recognition that societal interest and business interest need by no
means overlap, as reflected for instance in the “right to sabotage”, to leave resources
unemployed, that ownership confers, or in the desire for social status driving individual
action (also, Veblen 1899). Again, resulting dynamics lend themselves to circular cau-
sation between economic returns and social status, and resulting political power.

Sweezy (1942) adopted some Veblenian concepts into his approach to eco-
nomic analyses, as illustrated by endogenously changing economies, that converge to-
wards monopoly capitalist structures (Phillip A. O’Hara and Howard J. Sherman
2004). Both Veblen (1954), and Paul A. Baran and Sweezy (1966) point out the ne-
cessity of waste of resources — from a societal point of view — to sustain monopoly
structures’ profits; through their unemployment, for instance. The divergence of avail-
able resources to the support of individual hierarchical ambitions further deprives com-
munities of potential. The authors also emphasize the temptation for business to stoke
nationalist rhetoric and sentiment in order to generate pressure for military and related
spending. Those approaches are generally embedded in an ideological structure that is
likewise instrumental to maintaining domestic hierarchical status relations.

Besides agents’ guarding of access to resources and opportunity, capitalism’s
endogenous crises impact possibilities and opportunities as well. Crises may be further
exacerbated, as monopoly profits seeking an outlet to generate further returns are more
likely to end up fueling speculative bubbles, in particular as we have moved towards
the eventually recognized financialization of economic and business structures (e.g.,
Sweezy 1990; John B. Foster 2016).

With the dynamics towards centralization and concentration that we observe in
real-world markets, Michael Reich, David M. Gordon, and Richard C. Edwards (1973)
point out, labor market segmentation, or discrimination against members of certain
groups, began to be notable. The consolidation of power of businesses paralleled the
homogenization and proletarianization of the workforce. The resulting unifying work-
force presented a problem to capitalists that was met with various strategies. Success-
ful ones were copied and as an end result we see conscious efforts were undertaken to
segregate workers, making use of race, immigration background, and gender preju-
dices in attempts to be stirring animosity; for instance, by hiring specific groups of
workers as strikebreakers. Division has been fostered to weaken workers’ bargaining
power (Reich 1981), always against the background of a lopsided power balance in a
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system characterized by private ownership of capital and the division of labor that ne-
cessitates wage labor for most to begin with (Palermo 2007). Labor relations reflect
institutional framework and the concomitant utilization of institutionalized power
structure and a segregated social environment that allows a self-identified in-group to
control access, allocation, and distribution.

Eventually other control mechanisms have been introduced as well, such as ed-
ucation credentials to monitor entrance into labor market segments. Education has long
been closely aligned with businesses in the US (e.g., Veblen 1919), and so could serve
a channeling function for business interests, or, rather, business people’s interests, and
serve as a tool to maintain hierarchical advantage. Particularly in the US, school district
financing further reinforces in-group holds on education structures. The inflation of
degree requirements for labor market entry has also caused an enhancement of the
potential for initial socio-economic conditions to be amplified (e.g., Randall Collins
2011; Seung-Gyu Sim and Mai Seki 2022).

Industrialization and eventually monopolization initially led to a segmentation
into a domestic industrialized, capital-intensive, core, and a domestic periphery of la-
bor-intensive suppliers and outsourced activities. For the post-industrial society taking
shape, high paid finance-related service areas may increasingly claim core positions,
though the resulting structure and dynamic appears comparable to a more classical in-
group and out-group labor market segmentation. In the classical core-periphery labor
markets, Thomas Vietorisz and Bennett Harrisson (1973) maintain, positive feedback
will drive wages and working conditions between the segments further apart, as the
capital-intensive core seeks labor-saving and productivity-improving changes that the
labor-intensive periphery does not adopt. Power structures and access regulations may
be expected to perpetuate these patterns, even when underlying conditions may be
somewhat decoupled from high capital intensity production. In other words, we can
note that labor in an identifiable periphery is not tied to the existence of an industrial
core in the classical sense. In particular, the existence of low paying service sector
work, for instance, is a function of labor regulations, much more than a function of
activity in other areas of an economy. To be thinking of reimbursements for work in
terms of labor productivity of individuals would be misleading, here. Relatedly, as
John Pullen (2009) shows, the whole concept of marginal productivity calculation is
unsound.

In a financialized economy, additional mechanisms reinforcing unequal starting
positions can be introduced, that, for instance, tie people to financial obligations over
long periods of time and thus reduce their ability to move to positions which enable a
broader capability development. Endogenously emerging barriers between different
labor market segments are expected, that flow from the differentiated wage structures
and types of activities and work environments in the different segments, and that sus-
tain the separation of segments based on differences in education, work norms, and job
training, and thus are often a function of conditions experienced earlier in life. We find
Harry Braverman’s (1998) broader analyses on labor relations and conditions under
monopoly capitalism mirrored, as one aspect Braverman underscores is the impact the
Taylor-ization of work structures has, as a de-skilling of the individual in an environ-
ment where continuously increasing overall sophistication of processes is embodied in
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capitals. Against a background of power imbalances, related dynamics may be ex-
pected to further divisions in positions of groups involved. Selected service activities
that support an industrial core, and activities that are decoupled from production and
focus on financial operations, are somewhat insulated from the replacement by capi-
tals, and thus may be able to enjoy a — for wage recipients — favorable position in
distribution for the time being. At the same time, the concentration and centralization
of capitals continues, and enhances the position of agents who hold power over insti-
tutional structures (Dugger 1980). As an example, this trend permits select groups to
influence conditions for how labor power can be sold, and retained (see the “right to
work” legislation in the US, for instance).

Additionally, furthering such dynamic, we also know that many positions are
filled through referrals so that social segregation may be mirrored in labor market seg-
regation (Arrow 1998). Gate-keeping in an environment of commoditized education
plays into such patterns as well, as access to education structures is concurrently also
an entry into professional networks. Furthermore, in the responses to disadvantageous
or outright discriminatory structures, there lies reinforcement potential for the narra-
tive behind those structures, such as reasserting existing stereotypes through the out-
comes of discrimination; reinforcing social conditions, such as discrimination; and
others (compare already Myrdal 1944). The power that comes from influencing public
opinion and lawmakers also allows to shift the boundaries and responsibilities flowing
from economic and business activity, and the allocation of burden and cost to different
groups in society. This may conceivably be embedded in the dynamics of a Polanyian
double-movement in a push towards further commodification (Karl Polanyi 1944) or
the shifting of the burdens of capitalist production onto the shoulders of the collective,
as outlined by Karl W. Kapp and Sebastian Berger (2016). The double-movement cap-
tures the dynamic between attempts to pull more areas of life into markets, and socie-
ties’ attempts to protect themselves and their environment from the harm that com-
modification does to them. The furthering of commodification of social structures is
likely to reinforce the imbalances between societal groups by reinforcing differences
in “endowments” and resource access.

5. Policy Considerations

The maintenance and reproduction of inequality by class, race, and gender, is the focus
of analyses for SE (Seguino 2021), and we have stressed the role of markets in partic-
ular in this process. Where mainstream economics’ ideological role has been charac-
terized as obfuscating race or gender interests (Franklin Obeng-Odoom 2020), critical
perspectives provide a ready toolset for analyses and overcoming of the long running
stratification of societies.

The monopolization of structures is a key tendency in capitalist economies. This
monopolization is paralleled by enhanced corporate power more broadly (Chandler
1977; Willi Semmler 1982). Besides the processes that are part of capitalist economies,
and that rest on a foundation of capital ownership and wage labor that help define such
economies, further social and institutional processes have been utilized to enhance
power imbalances, reinforce economic differences, and increase the likelihood of a
stratification of groups of economic agents. Allowing unearned income to play a main
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role in societies, and the expansion of the market sphere into further areas of life, so-
lidify paths that produce ongoing stratification of socio-economic structures. Regard-
ing policies, there are two broad concerns. For one, what policies can help achieve a
desired outcome. For the other, as an output of the same system that produces stratifi-
cation, and which policies may influential interests be willing to permit. All the con-
siderations we have formulated can be further refined and assessed against the back-
ground of zero growth or de-growth requirements that emerge from the ecological cri-
ses we will no longer be able to ignore as the same policy background has driven re-
lated dynamics, as well.

5.1 Policies to Counter Stratification

As far as policy considerations on the foundation of the above are concerned, we can
focus on changing the initial positions of agents, the reach of the market sphere into
society, as well as on an interruption of systemic causation and market functioning
where those contribute to a stratification dynamic. Beyond simple policy, of course an
overhaul of the system will also be an option, albeit, not a realistic one for now.

As a general note, approaches can benefit from, and may require, changes in
political rhetoric to carry them. A policy foundation of effectively blaming victims for
their situation has started to overcome earlier perspectives and evaluations of collec-
tive, social and welfare policy measures; pushing these perspectives away from under-
standing policies as reflecting a society supporting its members, and towards seeing
them as taking away things to give to people too lazy to support themselves. Some
ideological realignment will be needed for policy considerations to meet a more recep-
tive political and social reality.

The ongoing push towards a commodification of social structures, increases the
risks that individuals face, as their ability to protect themselves will depend on their
financial means. Collectively, such risks can be covered more comprehensively. The
financialization of economies may be expected to reinforce inequality and stratifica-
tion. Trying to steer the endogenous processes that solidify and enhance stratification
into a more inclusive direction will require a turn away from commodification and
financialization, then, and towards an understanding of societal services to improve
people’s conditions, and restrictions on individual attempts at redistribution towards
themselves.

Where wealth inequality is concerned, two main immediate areas stand out,
namely, inheritance and financial market activity. Inheritance should be taxed heavily
to avoid the simple perpetuation of positions of wealth. The consideration to offer baby
bonds (Darrick Hamilton and Darity 2010), or some measure to that effect, may be
fruitfully pursued as well. Where inheritance taxation limits the perpetuation of wealth,
support for children of poorer families may reduce their disadvantages. An additional
point in its favor may be that this way when discrimination dons a different cap, people
do not slip through gaps left open if policy measures were exclusively focused along
currently discernible dimensions of discrimination. This may also possibly help the
general acceptance of related policies, as mobility, in the US at least, has been hori-
zontal to a good degree, so that, for instance, Caucasians from poorer backgrounds
have not seen pronounced upward mobility over time, either (Darity 2009). Still, this
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is a shorter term measure to support immediate access. In a structure set up to redis-
tribute wealth upward through commodified and financialized structures, funds to en-
able momentary access may well prove insufficient by themselves unless accompanied
by a broader focus on public structures as services, not businesses, and a limitation to
rent creation and perpetuation through financial markets and inheritance, and asset
ownership in general. A foundation to build a participatory structure and resource ac-
cess will require a focus on housing, as well.

To reduce the chances for a transmission of crises from financial activities onto
real economic activities (compare, e.g., Hyman P. Minsky 1986), enhanced regulations
for agents in financial markets, as well as of financial markets’ relations to the rest of
the economy, are generally advisable. This may help prevent the setbacks that the un-
equal impact of economic crises has been shown to have on different groups in socie-
ties (see above). More substantial taxes on the so-called capital gains may be another
measure to consider with a view on preventing stratification to deepen, as well. Treat-
ing all unearned income in this manner will be even more preferable. A reorientation
of policies back towards defined-benefits and away from the increasing reliance on
defined-contributions focus in pension schemes currently in place that shift future risk
firmly to the individual worker’s shoulder, and punish those without the means to build
financial portfolios early in life, may be advisable as well, if the impact of initial dif-
ferential positions is to be reduced.

Reducing the constraint on their health that people currently face, would be an
important objective of policies pursued as well. A closer look at the Scandinavian wel-
fare state may merit consideration, as we see in Gosta Esping-Andersen’s (2015) work
that welfare state — as social policy — structures can enhance socio-economic intra- and
intergenerational mobility. Education and broad support for skill-development like-
wise weigh heavily, here. Broader based social policy may support overcoming a dif-
ferential vulnerability during and after crises. This will entail a move away from mar-
kets as a default solution to societal issues.

Antidiscrimination legislation is important, and an important signal. Insofar as
it may allow people to be less susceptible to stereotypes and prejudice by broadening
their base of experiences, it may help insulate a population against divisive rhetoric
and actions. Quotas may serve the same purpose. But if the structural components re-
sulting in stratified societies and economies are not addressed, the system can still per-
petuate itself through the endogenous dynamics in place. Measures cannot be focused
only on situations people face later in their lives. Say, reducing barriers to labor market
participation and access to more diverse roles in labor markets are good, but if gate-
keeping institutions that take effect before labor market access can even be considered
remain in place, effects on discriminatory outcomes and systemic stratification dynam-
ics will be limited.

With a view on specific economic factors, the monopolization of markets and
the power imbalances this sustains and even deepens are a focus for control and over-
sight considerations. More widespread ownership structures, such as through cooper-
atives, may be considered as a way forward, as well. A more unified working popula-
tion would be another factor, or more generally, an improved negotiating position re-
garding working conditions in general, for which greater numbers pulling in the same
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direction will be helpful. Efforts to support broader unionization to strengthen collec-
tive bargaining power in order to undercut attempts at isolating groups of workers to
weaken them should then be fostered and supported. Measures can range from active
support to the use of government contracts to reward unionized production, for in-
stance. However, it also bears mentioning that a union structure in and of itself does
not guarantee less stratified outcomes. In a core-periphery-like domestic structure, nar-
rower organization may well further divisions rather than overcoming them. Unionized
workers are still embedded in the general institutional framework, and a socio-eco-
nomic climate might lead people to try and use unions for their advantage over per-
ceived worker competition, instead of as a tool for unifying workers and improving
their negotiating position vis-a-vis employers. The more encompassing measures can
be, the better their chance of success with regards to a de-stratification of socio-eco-
nomic structures probably is.

Labor laws can play an important role in shifting an economy’s path towards
more integrated and equitable outcomes. They can directly impact the distribution of
returns, impact power balances in workplace negotiations, and mitigate income ine-
quality. Liam C. Malloy (2020) shows that minimum wages are improving workers’
bargaining position, so that a decent living wage as the minimum coupled with auto-
matic increases to match standard-of-living expense changes can be a promising ob-
jective to pursue. There is no reason to enhance capital’s share of revenue at the cost
of people’s ability to live their lives. Such measures may at least limit segregated em-
ployment and earnings structures in an economy, and the more broadly applicable
work place regulations to protect and support workers can be, the less pronounced the
differences in structure may be. A minimum wage may also be coupled with a jobs
guarantee. A jobs guarantee (e.g., Tony Ramsay 2002) can be more forcefully pursued,
and achieve a number of economic objectives (e.g. L. Randall Wray et al. 2019). Al-
ternatively, or complementarily, workday regulations could be used to create positions
in private companies in order to reduce the pool of surplus labor. Overall, an improved
access to the means for meeting human needs and human development potential will
be good guidelines for policy directions.

5.2 What Can Be Implemented

Policies are an output of the institutional system. That the above policies, which would
entail a shift in the balance of power between different groups, would be implemented
without resistance, is then not necessarily realistic, in particular for the concerted pol-
icies that will be required to really make a difference in people’s lives, as any given
single measure may at best hope to temporarily alleviate some adverse impacts. Be-
yond influencing the political arena directly, dominant interest groups can also set the
public discourse and shape opinions through mass media and communication.
Amongst others, this allows to employ informal sanctioning mechanisms, to define
conventional wisdom and mainstream ideology, and to enforce social rules and norms
underlining them.

In fact, in reality, we see, in the USA, and increasingly in other countries, as
well, dynamics pushing the system into an opposite direction from the policies outlined
above. Commodification has reached into social arenas like education and health, and
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focal areas like the public debt discourse are used to reduce the role the state plays in
people’s lives. Where the state spends with less restraint, such as where military mat-
ters are concerned, we can note that the primary impact is not the support of the social
environment (for reasons for such emphases in government activity, e.g., Baran and
Sweezy 1966).

Countering such emphases in policy decisions, and the underlying power im-
balance, will require concerted action by members of less advantaged groups, to coun-
ter conventional wisdom, enhance collective action capability, and build a power block
that can assert itself in and countervail existing structures. A main interruption in the
trend of increasing commodification and financialization, happened after World War
II, with the Great Depression and the Cold War as notable influence factors. Since the
1970s, the initial dynamic has been gaining again, with the Reagan and Thatcher ad-
ministrations as a focal point.

That means that policy proposals that have been advanced in the stratification
literature are often sound in that they reflect a systemic understanding of problem
structures, still fall short because they neglect the importance of systemic dynamics
and hierarchies. The institutional framework does not change because some agents
have — temporarily — a bit more money, for instance. With the market dynamics and
institutional dynamics we have identified with the help of the complex system frame-
work, structural factors are in place that reassert themselves and re-establish a hierar-
chy with concomitant distribution structures.

Bottom-up, endogenous institutional change (e.g., Daniel DellaPosta, Victor
Nee, and Sonja Opper 2017) will have to be the focus for action of agents seeking
structural changes, then (e.g., Vitor V. Vasconcelos, Francisco C. Santos, and Jorge
M. Pacheco 2013). We can draw a parallel, here, for instance to sustainable develop-
ment goals and policies emphasized to reach them, because there, as well, the focus is
on markets and top-down policies, and neglects that the policies shaping markets, and
that have shaped the outcomes we have begun to see, are set by powerful agents with
specific interests who do not appear to have an interest in the radical reorientation of
economic structures that is required to prevent a worsening of global suffering.

6. Conclusion

Narratives focusing on individualistic market participation, and policies mirroring
them, exclude systemic characteristics from considerations, at the same time that they
serve to justify systemic output patterns. An individualistic lens weaves a narrative
which invalidates systemic concerns, and thus tends to lend itself to supporting policy
positions which pose barriers to overcoming outcome patterns shaped by systemic dy-
namics, such as socio-economic stratification.

Integrating systemic components into the analyses can offer a perspective that
captures factors that narrower frameworks cannot capture. The institutional framework
of societies and the market sphere specifically allow this integration. The institutional
framework is a key factor in stratified social structures, shaping what is taught, what
is valued, and which objectives people pursue, and how, but also how power is justified
and can be exercised (in a sanctioned manner). In the economic sphere, they structure
which roles markets and behavior in markets assume. Markets themselves show
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dynamics that reproduce and can enhance differential initial positions of individuals.
They do not level those, because agents in markets are not acting independently of
their background, what they bring into markets depends on the structures in which they
grew up, and so differential initial positions can carry through over long periods of
time.

While embedded in the current framework, any given measure solely offering
financial support to individuals, is unlikely to succeed. Redistribution structures that
funnel money away from lower income and towards high income groups, will likely
mean that any focus on financial disadvantage only, will simply result in additional
money flows towards high income groups over time. Any single measure may alleviate
some negative impacts, but will not be sufficient to overcome general disadvantages
and the output patterns that follow from these. Concerted policies, and a removal of
key components of human life and development from market environments, will be
required. Deeper bottom-up organization for concerted action to push for such
changes, will likely be a necessary prerequisite. As societies have mostly been preda-
tory, that they continue to show such patterns, is not a big surprise. The awareness of
social factors that shape these patterns, may still offer an important first step for hope-
fully eventually countering such structures effectively.
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