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Abstract
Can governments keep the pace of global markets? It is a defining characteristic of the present times, tested and measured 
within multiple studies, that we are living in an increasingly interconnected economy in which giant companies emerge and 
compete presenting new goods and products at a global scale. The competing environment of international markets produces 
quickly growing creatures that old nation-states struggle to understand, monitor and, consequently, regulate. In this regard, 
the selection process taking place in the market seems to be far more effective and greedy than the selection process we apply 
to our governments. In this paper I discuss the basic theoretical mechanisms for the persistence of wealth concentration, 
introducing a general game-theoretical framework to connect governance, market economy, and wealth distribution, and to 
rethink democracy and fairness in policy-making, especially with the aim of global sustainability governance.
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When a corporation wields sufficient economic power, 
we should view it as a political institution outright
Teachout and Khan (2014).

1 Introduction

The current challenge posed to politics is unprecedented as 
giant companies operate globally (Schweitzer et al. 2009) 
whilst nation-states need to coordinate both internally, via 
democratic or authoritarian institutions, and externally, via 
international institutions conciliating the interests and the 
policies of different national governments. Pulling the plug 
on international trade and finance seems to be an attractive 
option for national politics, but the fast pace of technologi-
cal progress and the unavoidable dependence of national 
economies on importing and exporting international goods 
make these autocratic policies, if not impossible, destabi-
lising for a country’s economy and refinancing needs. In a 
recent speech (Draghi 2019), the European Central Bank 
president outlined how the disproportion between individual 
countries and global financial integration affects the ability 
of isolated governments to exercise political and economic 

power, and effective sovereignty over policies and the eco-
nomic condition of a country is only restored by the bargain-
ing power that supranational entities, such as the European 
Union, coordinating the interests of larger economic areas, 
can rely upon.

Regulating large companies holding a vast portion of 
world’s wealth and power is crucial for keeping a work-
ing democracy, as powerful elites (Acemoglu and Robinson 
2008) are able to actively invest in politics to lobby for their 
own interests. Information asymmetry, private funding in 
political campaigns, and lobbying tend to give a competitive 
advantage to large companies and it is not at all guaranteed 
that the defense mechanisms in place in current democracies 
are sufficient to avoid a persistent control of major political 
decisions by individuals and companies that have managed 
to dominate a large portion of global markets.

In this scenario of persistent control by market winners, 
one may either embrace the ruling of a benevolent market-
driven dictator, or a small group thereof, over irrelevant 
democratic institutions, or rethink the state of current dem-
ocratic mechanisms and possibly redesign them for ensur-
ing they guarantee the fundamental rights for which they 
are built. In fact, a philosophical and financial investigation 
(Ippoliti and Chen 2017, Ippoliti 2017a, b, c) can outline 
the special role that global governance plays in the inter-
play between finance, market economy and society, as it can 
act as a balancing factor that can either reinforce market  * Paolo Barucca 
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outcomes or provide means and opportunities to ensure fair 
competition in the modern complex society.

The complexity of the world economy is a challenge for 
ethics for one main reason: the complex consequences of an 
isolated action hinder the possibility of a decision taken only 
within the framework of a naive ethics of conviction (Weber 
1919) and the inability of predicting the impact of an action 
undermines the effectiveness of an ethics of responsibility. 
Withdrawing the understanding of the complex phenomena 
in modern society and economics it means renouncing the 
very possibility of an ethical action. In the context of finan-
cial management, in de Bruin (2014, 2015) it is argued that 
we need to focus on the acquisition and exercise of epistemic 
virtues, rather than to focus on a more ethical culture for 
banking per se. Within this theory, we argue that acknowl-
edging complexity and facing the challenge of its predict-
ability can be regarded as an epistemic approach (De Bruin 
2013) that may lead to better financial and economic regula-
tion, to the formation of a fairer global economy and poten-
tially to global financial stability and sustainability.

In this paper I aim to understand basic theoretical mecha-
nisms for the persistence of wealth inequality and power 
concentration, considering accelerating scenarios and pos-
sible consequences to democracy, understanding its ethi-
cal implications in the current scenario of global decision 
making, that is found necessary for geopolitical matters and 
in climate change policy-making. In Sect. 2 I discuss the 
facets of wealth inequality. In Sect. 3 I briefly illustrate the 
necessity of inequality in a broader political and economic 
context. In Sect. 4 the concept of institutional inequality 
emerging from the market is discussed. In Sect. 5 a general 
framework to consider governance, markets, and inequality 
is introduced. Finally we discuss perspectives for designing 
fair democracies.

2  The Two Facets of Inequality

Wealth inequality has two facets, on one side it can limit the 
capabilities of individuals and companies in the lowest band 
of wealth, possibly sitting under the poverty line and suffer-
ing from a deprivation of resources, and on the other side, 
individuals and companies in the highest band of wealth 
are able to access good externalities of wealth, allowing 
for an unequal representation of interests that, in turn, can 
influence the persistence of wealth distribution and related 
benefits (Acemoglu and Robinson 2008; Roine and Walden-
ström 2015). The ability of being efficiently represented by 
government policies is likely to be affected by many factors: 
private investments, lobbying, alignment and conflicts of 
interests, and presence of strong group identities (Varshney 
2005). Let us consider the democratization process as the 
process according to which a government’s utility function 

includes the utility functions of more and more individuals, 
in particular, allowing for lower wealth individuals to be 
represented in the government’s interests. In the presence of 
democratization we might be left with the problem of prior-
itizing different candidates and policies, selecting a voting 
system that, though imperfect (Arrow 1950), will manage 
to aggregate the rational or irrational choices of individual 
voters. Democratization could be obstructed, or captured 
by wealth inequality (Acemoglu et al. 2005, 2019), when 
lobbies actively try to interfere with different steps in the 
process and modify the overall utility function of a nation, 
leading to policies that are effectively advantageous for a 
particular portion of the population.

3  Inequality, Growth, and Poverty

Inequality cannot be evaluated in isolation (Perotti 1996; 
Muller 1988; Gabaix et al. 2016; Bouchaud and Mézard 
2000; Bouchaud 2015; Biondi and Righi 2019), as Rawls 
(2009) argues with the difference principle, inequality is 
only troubling if it worsens the situation of the worst-off 
individual of a society. It is therefore usually considered 
as part of the so-called poverty-growth-inequality triangle 
(Ravallion 2001; Bourguignon 2004), sufficient growth may 
make a given value of inequality acceptable if it does not 
correspond to increasing poverty. The increasing level of 
global inequality and national inequalities driven by mar-
ket competition, the unprecedented level of winner-takes-
all effects in the scaling global economy, and the lack of 
poverty alleviating policies and sustainability goals support 
the idea that governments and international institutions need 
to do more to coordinate, control and regulate the global 
economy, and guide it towards a more equal and sustain-
able pathway. We are living the longest persistent period of 
diffused democracy and the fastest growth of technological 
development (Nagy et al. 2011) in the history of humankind. 
At the same time, global inequality and national inequalities 
show a clear increase in the last 30 years (Milanovic 2016; 
Stiglitz 2012; Piketty and Saez 2006). In fact, thorough sta-
tistical investigation confirms that democracy is not corre-
lated with any decrease in inequality (Scheve and Stasavage 
2017; Acemoglu et al. 2015; Bollen and Jackman 1985). 
Such empirical data are consistent with a theory of captured 
democracy, in which groups of individuals in society are 
able to be better represented by elected governments (Ace-
moglu et al. 2019), thanks to a multiplicity of instruments 
for wealthy and powerful groups to lobby and influence 
democratic policies. Economic growth seems to partially 
correlate with democracy, but, interestingly, poverty rates 
seem marginally related to democracy, as also authoritar-
ian, non voting governments may actively engage in pov-
erty alleviating policies (Varshney 2005). Again, this gives 
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a consistent picture where democracies allow for economic 
growth driven by free and participated markets but with only 
partial redistribution. On a global scale, detailed studies on 
inequality show a so-called elephant curve (Alvaredo et al. 
2018; Milanovic 2016), with low-middle income growth 
for the lowest income percentiles, low income growth for 
the middle-upper percentiles, and top income growth lev-
els reserved to a small minority of top incomes. This data 
suggests two perspectives on the relation between market 
economy and democracies, democratic policies seem to be 
inefficient in correcting wealth concentration, but also high 
levels of wealth and power concentration seem to be able to 
change the policy priorities of democracies. For instance, 
being unable to efficiently tackle climate change, allevi-
ate poverty, and support welfare-enhancing measures, thus 
affecting capabilities of individuals in the democracy. The 
measure of inefficiency is not directly inequality, as Rawls 
(2009) pointed out, rather poverty, mobility, and representa-
tion, or, in short, the overall fairness of democratic society. 
Capabilities of individuals (Sen 1987; Sen et al. 1999), at 
least for what concerns participation and representation, 
seem to be limited by market economy, and in democracies 
market opportunities seem to be more favored than equality 
itself (Acemoglu et al. 2019). Rawlsian analysis urges us to 
focus on the possible implications of inequality on poverty, 
hence on the lower end of the wealth distribution, but the 
emergence of inequality is actually twofold, as it implies the 
existence of individuals in the highest band of wealth, or 
companies that are able to influence unequally both private 
and public decision making in the global society. Regarding 
poverty as the lack of freedom to act (Sen 1987; Sen et al. 
1999), the inability to take part in major decision processes 
in a society, from the community to the global governance 
level (Ostrom et al. 2002; Dietz et al. 2003), can be seen as 
a further state of deprivation, potentially impacting larger 
and larger portions of society.

4  Institutional Inequality

The role of large corporations in shaping inequality is mul-
tifold, their internal manager-to-worker inequality, related 
to their business model, markups, and labour share, may 
directly affect national inequality (Song et al. 2018), and 
they may be able to influence governments on inequality-
related policies. Moreover, in a world where nation-states, 
democratic and not, struggle to accept and find coordination 
via diplomacy, large corporations are able to take decisions 
at a faster rate, exploit innovations globally, and outrace 
governments and regulatory institutions. Large companies 

are able to benefit from their market position in isolation1, 
but also engage in corporate relationships with each other, 
by co-ownership of multiple companies and stakeholders 
participating in multiple corporate boards (Vitali et al. 2011; 
Santos and Rumble 2006). Moreover, as argued in (Teachout 
and Khan 2014): “The largest limited liability companies 
are too complex to manage, too difficult to regulate, and 
are often effectively immune from criminal prosecutions. 
Their size allows them to operate outside of normal dem-
ocratic constraints and their use of their economic power 
undermines our democracy. In many ways, the excesses of 
corporate power constitute a defining challenge of our pre-
sent moment, yet we have lost the conceptual tools to fully 
identify and understand it. Our intent is to recover both the 
vision and language to interrogate this power, so that we as 
citizens can then decide how to structure and harness it.” 
These mechanisms are part of the scenario that we are liv-
ing, in which the concentration of money creates not only 
economic inequality but also power inequality. In the context 
of global decision making, wealth concentration ceases to 
be merely a problem of economy for the efficient allocation 
of incentives for a country’s growth, but becomes a prob-
lem of power inequality, where individual entities can play 
a major role in political decisions and others can be com-
pletely excluded. This is where politics is crucial, democra-
cies so far have consistently managed to enhance growth and 
partial redistribution but failed to balance wealth inequality 
and power inequality. Institutional inequality thus creates an 
inconsistency in the democratic values that sustain fair rules 
for the access to a free market, and the consequences of these 
rules of the game allow for power concentration that affects 
the democracy that created the condition for such power to 
emerge in the first place.

5  Governance, Markets, and Wealth

I here discuss a general theoretical framework to cap-
ture the basic elements that characterize the interplay 
between market economy and government action (Downs 
1957). We represent a society (S) with a market economy 
as an evolving set of games in extensive and strategic 
form between citizens (Morrow 1994; Waldman 1984), 
citizens are free to create games within the constraints 
defined by the government (G). Governments can act on 
the set of games by changing the rules and constraints for 

1 As quoted in Davis and Cobb (2010): “If we will not endure a king 
as a political power, we should not endure a king over the produc-
tion, transportation, and sale of any of the necessities of life. If we 
would not submit to an emperor, we should not submit to an autocrat 
of trade, with power to prevent competition and to fix the price of any 
commodity” (Sen. Sherman).
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game creation, and by adding, removing, and redefining 
games introduced by citizens. Namely, government may 
be regarded as a function that takes as an input a set of 
games and outputs another one. Governments themselves 
can evolve via voting mechanisms based on voter’s prefer-
ences (Holcombe 1989), subject to capturing mechanisms 
(Acemoglu et al. 2015, 2019) influenced by the wealth (W) 
accumulated by individual citizens, their gaming dynamics 
or possible network of interactions. This general frame-
work for a democracy D = ⟨S,G,W⟩ is here introduced 
(Fig. 1) to give a qualitative idea on how theory could be 
able to systematically describe how a modern free society, 
based on a market economy and democratic institutions, 
could evolve in time and how self-reinforcing mechanisms 
could be modelled at a high level of generality, through 
the different relationships between society, government, 
wealth, and possibly other parameters and structures, e.g. 
financial markets influencing citizens’ decisions.

Moreover, in this framework we can recover known gen-
eral results on behavioral economics, as specific games cre-
ated and played in society (Kahneman et al. 1986; Nowak 
et al. 2000; Pangallo et al. 2019). For an informal intro-
duction to game theory in diverse branches of philosophy 
we refer to De Bruin (2005). The effort of governments in 
this framework is to actively monitor the conditions of citi-
zens based on the offer of games they are presented within 
the society, possibly integrating missing opportunities, and 
restoring the ability of bargaining power when inequality 
among players emerging from market economy could affect 
the fairness of individual games (McCarty and Meirowitz 
2007; Kahneman et al. 1986). This also allows us to intro-
duce a more radical notion of fairness of society, capturing 
a different aspect of human behaviour, that is the freedom 
of accepting participation in a game. In fact, the absence of 
a competitive and fair offer of games within society could 
force players to accept the participation in unfair games, 
possibly with incomplete and asymmetric information. This 
represents a societal definition of fairness: when citizens in 
a society are forced to participate due to lack of fair alterna-
tives or are mislead into playing through asymmetric infor-
mation, then the society as a whole can be deemed unfair. 
If we connect this notion of fairness in society with the 
possibility of wealth concentration and inequality to influ-
ence democracy in adjusting the set of available games in a 
society, then this framework allows for the emergence of a 
self-reinforcing and accelerating mechanisms for wealth and 
power accumulation through the presence of an unfair offer 
of games within society. Inequality can become a trigger 
for unfairness in society manifested through persistence of 
wealth concentration, hence absence of social mobility, lack 
of poverty alleviation policies, and for public investments, 
represented in this framework by publicly-funded fair games.

6  When Inequality Becomes Unfair

In this paper I investigated a definition of fair society and 
introduced a framework to understand the role that democ-
racy has, or fails to have, in creating one. In his seminal 
paper, Rabin (1993) points out how “no matter how minor 
the material implications, people’s well-being is affected by 
the friendly [fair] or un-friendly behavior of others.” Fair-
ness is a fundamental factor in human happiness, and equal 
levels of personal wealth may correspond to a far different 
happiness level, or utility value in economic terms, for indi-
viduals and for a society as a whole. This dictates to look 
with a new eye at the problem of wealth concentration, that 
is the eye of ethics. Monitoring inequality is not only about 
fiscal correctness or tax evasion prevention but also a matter 
of preserving the space for free and fair decision making for 
the majority of individuals of a democracy, through politi-
cally backed institutions able to confront large institutions 
emerging from global markets. This approach is needed at 
both a national and especially at an international level, as 
globally operating companies are able to significantly influ-
ence decisions of democratically elected governments. We 
aim for a fair international system that maximizes global 
welfare and sustainability, providing individuals with equal 
opportunities. How does this theoretical analysis translate 
in practice? This is a crucial question to ask, as discussed in 
Gal (2015): “In designing socially optimal legal rules, not 
only conceptual obstacles but also practical limitations in 
the decision-making process should be taken into account. 
Accordingly, an optimal legal rule is not necessarily one 
that would lead to a hypothetically efficient outcome, but 
rather one which maximizes social welfare under realistic 
assumptions”. Ultimately, restoring fairness is about giving 
individuals concrete fair choices in their daily economic and 
social activities. Inequality is one consequence of market 
economy, and is one cause of the unfair conditions in which 
the majority of world’s population lives in, as most choices 

Fig. 1  A general representation for a democracy, D = ⟨S,G,W⟩ , in 
which interactions between government, society, and wealth—or 
other individual features—take place, possibly creating self-reinforc-
ing mechanisms for wealth concentration
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become a privilege of a limited number of people or insti-
tutions. Looking at it in an isolated fashion gives a partial 
picture and fails to capture the real reason for its relevance 
in democracies. The problem of inequality is often regarded 
as a problem of moral conviction, i.e. that inequality is either 
just or unjust per se, but the question maybe rephrased in 
the context of an ethics of responsibility, focusing on under-
standing the consequences of an unfairly unequal democ-
racy. I argued how this might apply only in cases where 
inequality becomes a self-reinforcing mechanism for wealth 
concentration that forces individuals to accept unfair deals 
as a natural consequence of inequality itself. Investigating 
the fairness of the different alternatives that citizens around 
the world are presented with is crucial to ensure that our 
democracies serve their purposes. Providing democracies 
with the ability to study and act upon the unfair economic 
conditions of the world’s population is an absolute necessity 
for global governance to be considered sustainable.
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